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CAUTIONARY STATEMENT PURSUANT TO THE PRIVATE SECURI TIES
LITIGATION REFORM ACT OF 1995

Certain statements set forth in or incorporated&ference into this Annual Report on Form 10-KJuding anticipated Company-
operated and licensed store openings, planned algipenditures, expected cash requirements amdl$ran or expectations regarding the
Company’s operations, constitute “forward-lookingtements” within the meaning of the Private Se@sil.itigation Reform Act of 1995.
Such statements are based on currently availabégatimg, financial and competitive information aak subject to various risks and
uncertainties. Actual future results and trends rdifer materially depending on a variety of factpincluding, but not limited to, coffee and
other raw materials prices and availability, sucsfs execution of internal performance and expamgil@ns, the effect of slowing United
States and international economies, the impacbofgetition, the effect of legal proceedings anekotisks detailed herein.

PART |
Item 1. Business

Starbucks Corporation (together with its sdiasies, “Starbucks” or the “Company”) purchasad aoasts higlguality whole bean coffes
and sells them, along with fresh, rich-brewed cedfdtalian-style espresso beverages, cold blebeegrages, a variety of pastries and
confections, coffee-related accessories and equipraeelection of premium teas and a line of carhgiscs primarily through Company-
operated retail stores. Starbucks sells coffeg@mgroducts through other channels of distribytéod, through certain of its equity investe
Starbucks also produces and sells bottled Frappo@cand Starbucks DoubleSHét coffee drinks and a line of premium ice creams.sEhe
non-retail channels are collectively known as “Sgiegc Operations.” The Company’s objective is ttabsish Starbucks as the most
recognized and respected brand in the world. Teegelthis goal, the Company plans to continue ragjshnsion of its retail operations, gr
its Specialty Operations and selectively pursuerotipportunities to leverage the Starbucks brar@utih the introduction of new products
and the development of new distribution channels.

Company-operated Retail Stores

The Company’s retail goal is to become tlaelileg retailer and brand of coffee in each ofatgeét markets by selling the finest quality
coffee and related products and by providing swpe&tistomer service, thereby building a high degfemistomer loyalty. Starbucks strategy
for expanding its retail business is to increasenairket share in existing markets and to opemrstiornew markets where the opportunity
exists to become the leading specialty coffeeletdn support of this strategy, Starbucks opesibdi new Company-operated stores during
the fiscal year ended September 29, 2002 (“fis68R2). All store openings are reported net of ctesuAt fiscal year end, Starbucks had
3,496 Company-operated stores in 43 states, thedDisf Columbia and five Canadian provinces (Wheomprise the Company’s North
American Retail operating segment), as well ass3@es in the United Kingdom, 33 stores in Austraind 29 stores in Thailand (which
comprise the Company’s International Retail busingst). Company-operated retail stores accourdedgproximately 85% of net revenues
during fiscal 2002.

Starbucks retail stores are typically locatedigh-traffic, high-visibility locations. Becaaghe Company can vary the size and format, its
stores are located in a variety of settings, indgdlowntown and suburban retail centers, officékdings and university campuses. While the
Company selectively locates stores in suburbanspitifiocuses on stores that have convenient adoepgdestrians and drivers.

All Starbucks stores offer a choice of regalad decaffeinated coffee beverages, includirgaest one “coffee of the day,” a broad
selection of Italian-style espresso beverages, ldeldded beverages, a selection of teas and digsghcpackaged roasted whole bean coffees.
Starbucks stores also offer a selection of fresirigs and other food items, sodas, juices, cafie&ing equipment and accessories, a
selection of compact discs, games and seasonaltyiteens. Each Starbucks store varies its produgtdepending upon the size of the store
and its location. Larger stores carry a broad sieleof the Company’s whole bean coffees in varisizes and types of packaging, as well as
an assortment of coffee and espresso-making equipenel
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accessories such as coffee grinders, coffee madgreesso machines, coffee filters, storage camgitravel tumblers and mugs. Smaller
Starbucks stores and kiosks typically sell a fak lof coffee beverages, a more limited selectiontwle bean coffees and a few accessories
such as travel tumblers and logo mugs. Approxirgei8D Starbucks stores carry a selection of “grabgo” sandwiches and salads. During
fiscal 2002, the Company’s retail sales mix by piidype was approximately 77% beverages, 13% ifteods, 6% whole bean coffees and
4% coffee-making equipment and accessories.

Specialty Operations

Starbucks Specialty Operations strive to tigvthe Starbucks brand outside the Company-opratail store environment through a
number of channels. Starbucks strategy is to reastomers where they work, travel, shop and dinedbgblishing relationships with
prominent third parties that share the Companyfsesaand commitment to quality. These relationstage various forms, including
arrangements through Business Alliances, internaticetail store licensing agreements, grocery shlicensing agreements, warehouse
club accounts, interactive operations, equity itees and other initiatives related to the Compaaogie businesses. In certain situations,
Starbucks has an equity ownership interest in $ieeroperations. During fiscal 2002, specialty reesr(which include royalties and fees fi
licensees as well as product sales derived frongi&ipe Operations) accounted for approximately 1&Rthe Company’s net revenues.

North American Foodservice Accounts and Ndéutherican Retail Store Licensing together compitieBusiness Alliances operating
segment and represents approximately 45% of spectlenues.

Foodservice Account

The Company sells whole bean and ground esffe office coffee distributors, hotels, airlinestailers and restaurants as well as
institutional foodservice companies that servicsibess, industry, education and healthcare accoumfiscal 2002, the Company had
approximately 5,600 foodservice accounts, and neeeffrom these accounts comprised approximately &78pecialty revenues.

Retail Store Licensing

Although the Company does not generally glish operational control of its retail stores iartth America, in situations in which a
master concessionaire or another company contraaroprovide improved access to desirable rgpaits, the Company licenses its
operations. As part of these arrangements, Stasiecleives license fees and royalties and selfeeaid related products for resale in the
licensed locations. Employees working in the liezhkcations must follow Starbucks detailed stgserating procedures and attend training
classes similar to those given to Starbucks st@eagers and employees. During fiscal 2002, Stashapkned 269 licensed retail stores. As
of September 29, 2002, the Company had 1,078 kxkstores in continental North America. Revenuesifthese stores accounted for
approximately 18% of specialty revenues in fisc02

The remainder of the Company’s business imitsde international retail store licensing, gncchannel licensing, warehouse club
accounts, interactive operations, equity inveséaeksother initiatives. These business units coragrapproximately 55% of specialty
revenues in fiscal 2002.

International Retail Store Licensing

The Company’s retail stores located outsfddarth America, the United Kingdom, Thailand ands#ralia are operated through a number
of licensing arrangements with prominent retail&nsring fiscal 2002, Starbucks expanded its intiomal presence by opening 294 new
international licensed stores, including the fatstres in Austria, Oman, Spain, Germany, Indonéexico, Puerto Rico and Greece.
Licensing arrangements are managed within threeatipg regions, based primarily on geography.

2
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At fiscal year end, the Company had a tot®28 licensed international retail stores locatethe following operating regions:

Asia-Pacific
Europe/Middle East/Africa
Latin America

Japar 397 United Arab Emirate 23 Hawaii 30
Taiwan 99  Saudi Arabic 22  Mexico 1
China 88 Kuwait 16  Puerto Ricc 1
South Kores 53  Switzerlanc 12
Philippines 49  Lebanon 11
New Zealanc 34 Israel 6
Singapore 32 Austria 5
Malaysia 26  Spain 5
Indonesie 5 Germany 4

Qatar 3

Bahrain 2

Greece 2

Oman 2
Total 78% 113 32

Product sales to, and royalty and licensedgenues from, licensed international retail st@ecounted for approximately 17% of
specialty revenues in fiscal 2002.

Grocery Channel Licensing

Starbucks has a licensing agreement withtkgabds, Inc. (“Kraft”) to market and distributeaitucks whole bean and ground coffees in
the grocery channel in the United States. Pursigattiat agreement, Kraft manages all distributioarketing, advertising and promotions for
Starbucks whole bean and ground coffee in grocedynaass merchandise stores and pays a royaltyatbugks based on a percentage of |
net sales. By the end of fiscal 2002, the Compawyisle bean and ground coffees were available girout the United States in
approximately 18,000 supermarkets. Revenues frengtbcery channel accounted for approximately 18%pecialty revenues in fiscal 20!

Warehouse Club Account

The Company sells whole bean and ground esffe warehouse club chains in North America. As @fdts agreement with Starbucks to
market and distribute to the grocery channel, Kditributes Starbucks products to warehouse dhies, for which the Company pays a
distribution fee. Revenues from warehouse club actorepresented approximately 13% of specialtgmaes in fiscal 2002.

Interactive Operations

The Company makes Starbucks coffee and coflaéed products conveniently available via mailey and online. The Company
maintains a web site at Starbucks.com with an erdiore that allows customers to purchase cofféte,and other items via the Internet.
Starbucks also publishes and distributes a cat#lbgsiness gifts that offer coffees, certain fitedhs and select coffee-making equipment
and accessories. Additionally, Starbucks offerd¢arusrs high-speed wireless Internet access at sippaitely 1,650 enabled Company-
operated retail stores.

Management believes these interactive omerasupport its retail store expansion into newketarand reinforce brand recognition and
the Starbucks Experiender customers in existing markets. The Companytsractive operations accounted for approximatelyof%
specialty revenues in fiscal 2002.
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Equity Investees and Other Initiative

The Company has two partnerships to prodadedsstribute Starbucks branded products. The Namtierican Coffee Partnership with the
Pepsi-Cola Company develops and distributes boBtagdpuccino and Starbucks DoubleShot coffee drifke Starbucks Ice Cream
Partnership with Dreyer’s Grand Ice Cream, Inc.ad@ps and distributes premium ice creams. Starbseks roasted coffee for use by equity
investees, and these revenues accounted for apmatety 2% of specialty revenues in fiscal 2002.

The Company has several other initiativeateel to its core businesses that are intendedh@anee the customers’ experience at Starbucks
retail stores. For example, the Company has matletelection of premium tea products since theiaitgpn of Tazo, L.L.C. in 1999.
Collectively, these initiatives accounted for apgpmeately 3% of specialty revenues in fiscal 2002.

Product Supply

Starbucks is committed to selling only theefit whole bean coffees and coffee beverages. Sioenompliance with its rigorous coffee
standards, Starbucks controls its coffee purchasaasting and packaging, and the distributionadfe® to its retail stores. The Company
purchases green coffee beans from coffee-produeiyigns around the world and custom roasts theits #xacting standards for its many
blends and single origin coffees.

The supply and price of coffee are subjecigaificant volatility. Although most coffee traslin the commodity market, coffee of the
quality sought by the Company tends to trade oegtiated basis at a substantial premium above aafityncoffee prices, depending upon
the supply and demand at the time of purchase.I$app price can be affected by multiple factorshia producing countries, including
weather, political and economic conditions. In &iddi green coffee prices have been affected irpst, and may be affected in the future
the actions of certain organizations and associgtibat have historically attempted to influendeg® of green coffee through agreements
establishing export quotas or restricting coffegpdies.

The Company depends upon its relationshipis edgffee producers, outside trading companiesexporters for its supply of green coffee.
World coffee prices reached historic lows duriregéil 2002. In an effort to encourage the contingingply of high quality coffee, the
Company is negotiating contracts with its supplagrkevels equal to prior years, and has been saftdén securing long-term contracts on
this basis. The Company routinely enters into fipeide purchase commitments for future deliveriesadfee. As of September 29, 2002, the
Company had $242.2 million in fixed-price purchasenmitments which, together with existing inventaye expected to provide an
adequate supply of green coffee for 2003. The Compelieves, based on relationships establishdditgitsuppliers in the past, that the risk
of non-delivery on such purchase commitments is [Blwere can be no assurance that these activitiesugcessfully protect the Company
against the risks of higher coffee prices or thahsactivities will not result in the Company hayito pay substantially more for its coffee
supply than it would have been required to pay atosech activities.

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

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

Products other than whole bean coffees affdecbeverages sold in Starbucks retail storesbi@ned through a number of different
channels. Beverage ingredients other than coffdenalk are purchased from several specialty manufacs, usually pursuant to long-term
supply contracts. Specialty foods, such as freskripa and lunch items, are generally purchased foth regional and local sources base
quality and
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price. Coffee-making equipment, such as drip, vatand French press coffee makers, espresso maandeffee grinders, are generally
purchased directly from their manufacturers foatesCoffee-related accessories, including itenasibg the Company’s logos and
trademarks, are produced and distributed througktracts with a number of different vendors.

Competition

The Company’s primary competitors for cofbeerage sales are restaurants, coffee shopstrapticarts. In almost all markets in which
the Company does business, there are numerous titorgpi the specialty coffee beverage businesd,rmanagement expects this situation
to continue. Although competition in the beverageket is currently fragmented, a major competitdhwubstantially greater financial,
marketing and operating resources than the Comgauig enter this market at any time and competectir against the Company.

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

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

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

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

Patents, Trademarks, Copyrights and Domain Names

The Company owns and/or has applied to regieimerous trademarks and service marks in theetl§tates, Canada and in more than
125 additional countries throughout the world. Régio the trademarks and service marks in the dr8tates are generally held by Starbucks
U.S. Brands Corporation, a wholly-owned subsid@the Company, and are used by the Company uicdgrske. Some of the Company’s
trademarks, including “Starbucks,” the Starbuclkgoland “Frappuccino,” are of material importancéhm Company. The duration of
trademark registrations varies from country to ¢gurHowever, trademarks are generally valid ang marenewed indefinitely as long as
they are in use and/or their registrations are gnigpnaintained, and they have not been found Y lhe&come generic.

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

5
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Research and Development

The Company’s research and development sféod led by food scientists, engineers, chemigtscalinarians in the Research and
Development department. This team is responsibléhfotechnical development of food and beveragdymts and new equipment. Recent
development efforts have resulted in successfubfline extensions for latte beverages, coffeermmttcoffee based Frappuccino blended
beverages and new items for the Company’s morrasgry and lunch lines. The department also intredumprovements in base ingredients
and approved a new supplier to aid in the distidloubf products to international markets and foratioh changes to tdaased beverages. T
Company spent approximately $3.6 million during#is2002 on technical research and developmeniitéesi in addition to customary
product testing and product and process improvesriardll areas of the Company’s business.

Seasonality and Quarterly Results

The Company’s business is subject to seadlaliations. Significant portions of the Compasipet revenues and profits are realized
during the first quarter of the Company’s fiscahy#hat includes the December holiday season.ditiad, quarterly results are affected by
the timing of the opening of new stores, and then@any’s rapid growth may conceal the impact of oeasonal influences. Because of the
seasonality of the Company’s business, resultarigrquarter are not necessarily indicative of #wlts that may be achieved for the full
fiscal year.

Employees

As of September 29, 2002, the Company emplaypproximately 62,000 people, approximately 57 j@0@tail stores and the remainder
in the Company’s regional offices and administmtispecialty, store development, roasting and veargihg operations. At fiscal year end,
employees at 10 of the Company'’s stores and a grblip maintenance mechanics and technicians ataasting plant were represented by
unions. The Company believes that its currentimatwith its employees are good.

ltem 2.  Properties

Starbucks currently operates three roastimbdistribution facilities. In the Seattle area thompany owns a roasting plant and
distribution facility of approximately 305,000 sgadeet and leases a warehouse facility of appratétg 200,000 square feet in Kent,
Washington. The Company also owns a 365,000 sdoateoasting and distribution facility and a 29000square foot green coffee bean
storage warehouse in York County, Pennsylvaniab8tks presently leases a small roasting and sdeayjity in London, England to
support its operations in Europe and the Middlet.EEse Company is nearing completion of a 70,00fasg foot roasting plant in The
Netherlands, and will relocate its European rogstatilities there during fiscal 2003. To suppdstgrowth, the Company acquired 100 a«
of land in Minden, Nevada and has recently comgletsstruction on a 360,000 square foot roastinpdastribution facility.

The Company leases approximately 760,000redeat of a building located in Seattle, Washindmr administrative offices and has
options to lease approximately 240,000 additioqabse feet in the same building. The Company ow88 acres of undeveloped land nea
administrative offices that is used for parking.

As of September 29, 2002, Starbucks operatethl of 5,886 retail stores. All Starbucks ssoamee located in leased premises. The
Company also leases space in approximately 90iadditiocations for regional, district and othenadistrative offices, training facilities ar
storage, not including certain seasonal retaibsgterdocations.

Item 3. Legal Proceeding:

On June 20, 2001, and July 2, 2001, two ptepaclass action lawsuits against the Companyletittames Carr, et al. v. Starbucks
CorporationandOlivia Shields, et al. v. Starbucks Corporatioare filed in the Superior Courts of Californiaagfleda and Los Angeles
Counties, respectively. On April 19, 2002,
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Starbucks announced that it had reached an agrééonsettle both lawsuits and fully resolve alligia brought by the plaintiffs without
engaging in protracted litigation. Accordingly, @tacks recorded an $18.0 million charge, whictn&uded in “General and administrative
expenses” on the consolidated statement of earriogthe estimated payment of claims to eligidiess members, attorney’s fees and costs,
and costs to a third-party claims administratonval as applicable employer payroll taxes. On Delger 17, 2002, the settlement was
approved. Claims under the settlement agreemehbevipaid on a “claims made” basis. The Companyeetgomost claims will be paid in the
second quarter of fiscal 2003.

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

ltem 4.  Submission of Matters to a Vote of Security Holde
No matters were submitted to a vote of ségtdlders during the fourth quarter of fiscal y2an2.

PART Il

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

The information required by this item is ingorated herein by reference to the section edtitBhareholder Information” in the
Company’s Fiscal 2002 Annual Report to Shareho|derd is also attached in Exhibit 13 hereto.

Item 6. Selected Financial Dat:

The information required by this item is ingorated herein by reference to the section edtitBelected Financial Data” in the Compagny’
Fiscal 2002 Annual Report to Shareholders, antss @tached in Exhibit 13 hereto.

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

The information required by this item is ingorated herein by reference to the sections edtflanagement’s Discussion and Analysis
of Financial Condition and Results of Operatiomstiie Company’s Fiscal 2002 Annual Report to Shaldehrs, and is also attached in
Exhibit 13 hereto.

ltem 7A.  Quantitative and Qualitative Disclosures about MarkRisk

The information required by this item is ingorated herein by reference to the section edtifiéanagemens Discussion and Analysis
Financial Condition and Results of Operations —f&@oPrices, Availability and General Risk Condigdand “Management’s Discussion
and Analysis of Financial Condition and Result©gpkrations — Financial Risk Management” in the Canys Fiscal 2002 Annual Report
to Shareholders, and is also attached in Exhiblierato.

Item 8.  Financial Statements and Supplementary Data

The information required by this item is ingorated herein by reference to the Consolidatedriial Statements and the notes thereto in
the Company’s Fiscal 2002 Annual Report to Shadshs| and is also attached in Exhibit 13 hereto.

Item 9. Changes in and Disagreements with Accountants orcéenting and Financial Disclosure:

None.
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PART IlI

Iltem 10. Directors and Executive Officers of the Registrs

Information concerning the directors of thengpany and compliance with Section 16(a) of theugttes Exchange Act of 1934, as
amended, is incorporated herein by reference tgghtons entitled “Proposal 1 — Election of Dimst and “Executive Compensation —
Section 16(a) Beneficial Ownership Reporting Coanpdie” in the Company’s definitive Proxy Statememtthe Annual Meeting of
Shareholders to be held on March 25, 2003 (thexygiatement”). The Company intends to file thexigrBtatement within 120 days after
the end of its fiscal year.

The executive officers of the Company aréodsws:

Name Age Position Since

Howard Schultz 49  chairman of the Board of Directors and chief global 198t
strategis’

Orin C. Smith 60  director, president and chief executive offi 199(

Howard Beha 58 director, president, North America Operati 198¢

Peter Maslel 50 president, Starbucks Coffee International, 199¢

Michael Casey 57  executive vice president, chief financial officexdachief 199t
administrative office

Eduardo R. (Ted) Garcia 55  executive vice president, Supply Chain and Coffee 199t
Operations

Paula E. Bogg 43  executive vice president, general counsel and &ag 200z

Dave Pact 43  executive vice president, Partner Resou 200z

Deidra Wager 47  executive vice president; chief retail officer, iBtacks 199:
Coffee Japan, Ltc

Wanda Herndol 50  senior vice president, Worldwide Public Affa 199¢

Howard Schultis the founder of the Company and has been chaiohtre board since its inception in 1985. Mr. Sthaerved as chief
executive officer from 1985 until June 2000, wherttansitioned into the role of chief global stgag¢ From 1985 to June 1994, Mr. Schultz
was also the Company’s president. From Septemi&2 tthDecember 1985, Mr. Schultz was the direct&eatail Operations and Marketing
for Starbucks Coffee Company, and from January 188&ily 1987, he was the chairman of the boangf executive officer and president
Il Giornale Coffee Company, a predecessor to thagzoy.

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

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

Peter Maslerjoined Starbucks in August 1999 as president, 8tk Coffee International, Inc. Prior to joininga&iucks, Mr. Maslen
served in various executive positions within Asécific and Europe with Mars Inc., PepsiCo, Inc. d@nidon Global Restaurants (now YUM!
Brands, Inc.). From 1992 to 1999, as senior viesigent with Tricon, he served as president dbgsman, Swiss, Austrian and Central
Europe divisions.
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Michael Caseyoined Starbucks in August 1995 as senior viceigess and chief financial officer and was promote@xecutive vice
president, chief financial officer and chief admsinative officer in September 1997. Prior to jogni&tarbucks, Mr. Casey served as executive
vice president and chief financial officer of Fayritestaurants, Inc. from its inception in 1986. iBgris tenure there, he also served as a
director from 1986 to 1993, and as president aief eixecutive officer of its El Torito Restauranisc. subsidiary from 1988 to 1993.

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

Paula E. Bogggoined Starbucks in September 2002 as executivepriesident, general counsel and secretary. Prjoirting Starbucks,
Ms. Boggs served as vice president, legal, for pets] operations and information technology at Qelinputer Corporation from 1997 to
2002. From 1995 to 1997, Ms. Boggs was a partnétr Riieston Gates & Ellis. Ms. Boggs served in sveles at the Pentagon, White
House and U.S. Department of Justice between 1984 995.

Dave Pacgoined Starbucks in July 2002 as executive vicaigant of Partner Resources. From 2000 to 2002Pislkce was the president
of i2 Technologies. From 1999 to 2000 Mr. Pace eas the chief human resources officer for Home&room. From 1995 to 1999, he
served as senior vice president of human resofwcdsicon Restaurants International (now YUM! Bdsninc.).

Deidra Wageiljoined Starbucks in 1992 and served as the Compayiior vice president, Retail Operations from #sid.993 to
September 1997 when she was promoted to executiggresident, Retail. In March 1999, Ms. Wager stbto Tokyo, Japan where she
serves as chief retail officer for Starbucks Coffapan, Ltd. and serves on the Board of Direcknam 1988 to 1992, Ms. Wager held sev
operations positions with Taco Bell®, Inc.

Wanda Herndoijoined Starbucks in July 1995 as vice presidentm@anications and Public Affairs and was promotesewior vice
president, Communications and Public Affairs (nawown as Worldwide Public Affairs) in November 1988om February 1990 to June
1995, Ms. Herndon held several communications mamagt positions at DuPont Company. From Novemb@8 18 February 1990,

Ms. Herndon held several public affairs and marigegiommunications positions at The Dow Chemical Gamy.

There are no family relationships between @ingctors or executive officers of the Company.

ltem 11. Executive Compensatio

The information required by this item is ingorated by reference to the section entitled “Exige Compensation” in the Company’s
Proxy Statement for the Annual Meeting of Shareéidan March 25, 2003.

ltem 12.  Security Ownership of Certain Beneficial Owners amltihnagement and Related Shareholder Mattt

The information required by this item is ingorated by reference to the sections entitled #ieial Ownership of Common Stock” and
“Equity Compensation Plans” in the Company’s Pr&stement for the Annual Meeting of Shareholderanch 25, 2003.

ltem 13.  Certain Relationships and Related Transactions

The information required by this item is ingorated by reference to the section entitled “Exi®e Compensation — Certain
Transactions” in the Company’s Proxy StatementerAnnual Meeting of Shareholders on March 253200
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Item 14.  Controls and Procedure
(@) Evaluation of disclosure controls gndcedures

The Company has evaluated the effectiveniedsealesign and operation of its disclosure cdstand procedures pursuant to Exchange
Act Rule 13a-14(c) and 15d-14(c) within 90 dayshef filing date of this Annual Report on Form 10B8&sed on the evaluation, under the
supervision and with the participation of the Compa management, the Company’s chief executiveeeffand chief financial officer have
concluded that these disclosure controls and proeschre effective.

(b) Changes in internal controls

There were no significant changes in the Camyfs internal controls or in other factors thaticosignificantly affect the Company’s
disclosure controls and procedures, nor were theyesignificant deficiencies or material weaknessdébhe Company’s internal controls
subsequent to the date of their evaluation. Asalteno corrective actions were required or urade.

PART IV

ltem 15.  Exhibits, Financial Statement Schedules and Repaots Form €-K
(&) The following documents are filedaggart of this Annual Report on Form 10-K:
1. Financial Statements
The following financial statements are inargied by reference in Part Il, Item 8 of this AahReport on Form 10-K:
 Consolidated Statements of Earnings for the figeals ended September 29, 2002, September 30, &0@October 1, 2000;
« Consolidated Balance Sheets as of September 29, 206 September 30, 2001;
« Consolidated Statements of Cash Flows for thelfigears ended September 29, 2002, September 30, 266 October 1, 2000;

 Consolidated Statements of Shareholders’ Equitytferfiscal years ended September 29, 2002, Septe3ih 2001, and October 1,
2000;

* Notes to Consolidated Financial Statements;
« Independent Auditors’ Report

2. Financial Statement Schedules

Financial statement schedules are omitteduserthey are not required or are not applicabltheorequired information is provided in the
consolidated financial statements or notes theteseribed in Item 15(a)(1) above.

3. Exhibits

The Exhibits listed in the Index to Exhibitghich appears immediately following the signatpage and is incorporated herein by
reference, are filed as part of this Annual ReparForm 10-K.

(b) Reports on Form 8-K.

The Company filed a Current Report on Forik 81 August 5, 2002 announcing that its president ehief executive officer and its
executive vice president and chief financial offibad submitted sworn statements to the SecuEtetange Commission pursuant to
Section 21(a)(1) of the Securities Exchange Adt384, as amended. On June 19, 2002, the CompanyafiCurrent Report on Form 8-K
announcing the authorization of repurchase of utillion shares of the Company’s common stoak AQril 24, 2002, the Company filed
a Current Report on Form 8-K announcing that it restthed an agreement to settle two Californisscation lawsuits filed in 2001.
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SIGNATURES

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

December 20, 2002

STARBUCKS CORPORATION

By:

/sl HOWARD SCHULTZ

Howard Schultz
chairman of the Board of Directors and
chief global strategist

Pursuant to the requirements of the Secariichange Act of 1934, as amended, this reporbdes signed below by the following
persons on behalf of the Registrant and in theaags and on the dates indicated.

Signature

Title Date

By:

/sl HOWARD SCHULTZ

chairman of the Board of Directors and chief December 20, 20(

By:

Howard Schult:

/s/ ORIN C. SMITH

global strategist

director, president and chief executive officer December 20, 20(

By:

Orin C. Smith

/sl HOWARD BEHAR

director, president, North American Operati December 20, 20(

By:

Howard Beha

/sl MICHAEL CASEY

executive vice president, chief financial offi December 20, 20(

By:

Michael Casey

/sl BARBARA BASS

and chief administrative officer (principal
financial officer and principal accounting

By:

Barbara Bas

/sl CRAIG J. FOLEY

By:

Craig J. Foley

/sl GREGORY B. MAFFEI

By:

Gregory B. Maffei

/sl ARLEN I. PRENTICE

By:

Arlen |. Prentice

/sl JAMES G. SHENNAN, JR.

By:

James G. Shennan,

Is/ CRAIG E. WEATHERUP

officer)

director December 20, 20(
director December 20, 20(
director December 20, 20(
director December 20, 20(
director December 20, 20(
director December 20, 20(

Craig E. Weatheru
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Exhibit
Number

INDEX TO EXHIBITS

Description

31

3.2

101

10.2

10.3

10.3.1

104

105

10.6

10.7

10.8

10.9

1C0.10

10.10.1

10.11

Restated Articles of Incorporation of Starbucks@oation (incorporated herein by reference to El3il to the
Company’s Form 10-Q for the quarter ended Apr2dQ1, filed with the Securities Exchange Commisson
May 16, 2001

Amended and Restated Bylaws of Starbucks Corpordiicorporated herein by reference to Exhibittd.the
Company’s Form 10-Q for the quarter ended March2B02, filed with the Securities Exchange Commissin
May 15, 2002

Starbucks Corporation Amended and Restated Key &maplStock Option Plan — 1994 (incorporated hebgin
reference to Appendix A to the Comp/s Proxy Statement filed with the SEC on Januan2000)

Starbucks Corporation Amended and Restated 198% &iption Plan for Noremployee Directors (incorporat:
herein by reference to Appendix A to the Comy's Proxy Statement filed with the SEC on Januaryl999)
Starbucks Corporation 1991 Company-Wide Stock @gilan, as amended and restated through August 28,
2000 (incorporated herein by reference to ExhiBiBto the Company’s Form 10-K for the Fiscal Yeaded
October 1, 2000, filed with the SEC on December22®0)

Starbucks Corporation 1991 Company-Wide Stock @@#lan — Rules of the UK Sub-Plan, as amended and
restated through August 28, 2000 (incorporatedihdngreference to Exhibit 10.3.1 to the Comparydsm 10-
K for the Fiscal Year ended October 1, 2000, filéth the SEC on December 22, 20t

Starbucks Corporation Employee Stock Purchase-Pldi995, as amended and restated through June 30, 20
(incorporated herein by reference to Exhibit 1@.4he Company’s Form 10-K for the Fiscal Year ended
October 1, 2000, filed with the SEC on December22®0)

Amended and Restated Lease, dated as of Janu2®@1, between First and Utah Street Associates,dn&
Starbucks Corporation (incorporated herein by sxfee to Exhibit 10.5 to the Company’s Form 10-Ktfor
Fiscal Year ended September 30, 2001, filed wighSEC on December 20, 20(

Joint Venture and Partnership Agreement, dated s, 1994, between Pepsi-Cola Company, a division
PepsiCo, Inc., and Starbucks New Venture Compamop(porated herein by reference to Exhibit 10 to th
Compan’s Form 1i-Q for the Quarterly Period ended July 3, 1994dfiith the SEC on August 16, 19¢
Starbucks Corporation Executive Management Bonas @hcorporated herein by reference to Exhibit 5Qo
the Compan’s Form 1K for the Fiscal Year ended October 3, 1999 filathuhe SEC on December 23, 19¢
Starbucks Corporation Management Deferred CompensBtan (incorporated herein by reference to ExHild
to the Compar’s Registration Statement on Fori-8 filed with the SEC on January 1, 19¢

Starbucks Corporation 1997 Deferred Stock Plarofimerated herein by reference to Exhibit 10.1hto t
Company’s Annual Report on Form 10-K for the Fis¢aar ended October 3, 1999 filed with the SEC on
December 23, 199¢

Purchase Agreement, dated as of June 14, 2001ebetBtarbucks Manufacturing Corporation and CVBE LL
(incorporated herein by reference to Exhibit 1Gd the Company’s Form 10-K for the Fiscal Year ehde
September 30, 2001, filed with the SEC on DeceraibeR001)

First Amendment to Purchase Agreement, dated Bi®we¢mber 7, 2001, between Starbucks Manufacturing
Corporation and CVBP LLC (incorporated herein bigrence to Exhibit 10.12.1 to the Company’s ForrK10
for the Fiscal Year ended September 30, 2001, filithl the SEC on December 20, 201

Lease, dated February 15, 2002, between MultimoBaaisportcentrum Amsterdam Wespoint v.o.f. and
Starbucks Corporatiol
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Exhibit
Number Description

13 Portions of the Fiscal 2002 Annual Report To Shalars

21 Subsidiaries of the Registre

23 Independent Audito’ Consen

99 Certification of the Annual Report of Starbucks famation on Form 10-K for the fiscal year ended

September 29, 2002 filed with the SEC on DecembeRQ02.
EXHIBIT 10.11
LEASE AGREEMENT PERTAINING TO OFFICE PREMISES
and other industrial Units not in accordance wittiche 7A: 1624 of the Dutch Civil Code

The undersigned Multimodaal Transportcentrum Anaster Westpoint v.o.f., established at Cacaowegr?Bnisterdam (1047 BM) in the
Netherlands, hereinafter to be referred to as "tg’sduly represented in this matter by

A.C. Ramselaar by power of attorney, and Starbitksufacturing EMEA B.V., a Dutch corporation, dugpresented in this matter by Mr
W.J. O'Shea, hereinafter to be referred to as 'dadsereby agree as follows:

The Leased Premises, Designated Use and Use

1.1 This Lease Agreement pertains to warehousgstfter approximately 6415 m(2)), office space @ngtound floor level consisting of
approximately 1160 m2 ("Ground Floor Office Spagefjice space on the first floor level consistwfgapproximately 1160 m2 ("First Floor
Office Space") (the Ground Floor Office Space dralRirst Floor Office Space are collectively rederto herein as the "Office Space") and a
designated parking area, to be constructed by k@ssoutlined and specified in Section 5 heretnaséd at Westpoint Il, referred to in the
land register as: Municipality of HaarlemmerliedeSpaarnwoude, Section L, number 3114 (partial)fatly known to both parties,
hereinafter to be referred to as the "Leased Pesyiiand as shown on EXHIBIT A attached heretorande a part hereof, as specified on the
preliminary plans attached as EXHIBIT B and thénteécal description attached as EXHIBIT C (as usectim the term Leased Premises also
refers to the "leased premises" as expanded from b time pursuant to the terms hereof).

1.2 Lessee shall have the right to occupy and/ethes Leased Premises for any lawful purpose qrqaas, subject to the restrictions
contained in Lessee's environmental permit antiérground lease, including without limitation asusiness accommodation for uses such as
production, manufacturing, distribution and waresing, including without limitation coffee roastingistributing, manufacturing and storage,
with ancillary offices.

1.3 The maximum load to which the floors of theustlial Units within the Leased Premises may bgesuibd is 2.500 kg/m2. However, a
part of the floors of the industrial Units withing Leased Premises is reinforced and may be satjextd000 kg/m(2), this part is specifiec
EXHIBIT D, attached hereto and made a part herBoé. maximum load to which the floors of the offieeishin the Leased Premises may be
subjected is 500 kg/m2. The floors may not be sbfeto any load that exceeds the maximum pernhéskibd.

1.4 As of the date of the signing of the preseratdeeAgreement, Lessor and the Municipality of Amtgten, the bare owner (the "Owner"),
shall have entered into a ground lease in (the Udd_ease™) more particularly described in EXHIETattached hereto and made a part
hereof. Pursuant to the letter from the Owner teske, dated 31 October 2001, attached as EXHIBifieFQwner has consented to this lease,
the Owner has consented to Lessee becoming a glessek of the Leased Premises if Lessee exeitisgsion to purchase the Leased
Premises with Lessee in such event, and the Ovascdnsented that in that event a direct groursklezlationship between the owner and
Lessee in respect of the Leased Premises will.dressor hereby agrees that it will at all timempty with all of the covenants, terms,
conditions and obligations of the Ground Lease, ithaill keep the Ground Lease in full force arfteet and that

1



this lease and all of Lessee's rights hereundematrand will not be subject, in a manner disadagedus to Lessee, to any liens.
General Terms and Conditions

2.1 The General Terms and Conditions applicablease agreements pertaining to the lease of dffieee and other industrial Units not in
accordance with Article 7A: 1624 of the Dutch Ci@ibde, as filed at the Office of the District Courfs-Gravenhage on 29 February 1996,
registered under number 34/1996 (hereinafter redieto as "the General Terms and Conditions") ansidered to constitute an integral pai
this Lease Agreement. The content of the said Géiderms and Conditions is known to the partiegtoeand Lessee has received a copy of
said General Terms and Conditions.

2.2 The General Terms and Conditions referred thérprevious clause apply to the extent that tbegigions set out in this Lease Agreement
do not expressly stipulate otherwise, unless tipdiGgiion of the said General Terms and Conditignsot possible in the case of the Leased
Premises.

Duration, Renewal and Termination of the Lease Agrement

3.1 This Lease Agreement is entered into for aopeof ten (10) years and the number of days betweedate of Substantial Completion of
the Leased Premises and the Commencement Date,aswimy on the date on which the Leased PremiseSubstantially Completed (as
such term is defined in Section 5 below). For pcatpurposes, the Commencement Date of the Legseefment will be deemed to coincide
with the first day of the month following the morithwhich the Leased Premises are Substantially [ileted.

3.2 Following the expiry of the term of the leaséerred to in the previous clause, this Lease Ages# is to be extended for an additional
period of five

(5) years, unless this Lease Agreement has bemmtatied by Lessee in accordance with the stipulatet out in clause 3.3 hereof. Upon the
expiry of the first option period as referred tmab, the Lease Agreement will be renewed 3 moredjreach time by 5 years, unless Lessee
terminates the present Lease Agreement by the femdwrent lease period in accordance with thutdtion set out in Section 3.3 and
Section 3.4. Lessor may thus not terminate untihgyend of the thirtieth year of the lease, alggh due observance of a term of at least 9
calendar months.

3.3 Termination of this Lease Agreement is to benaans of notice of termination issued towardsetine of a term of the lease with due
observance of a period of notice of at least n@)ecélendar months. Lessor will serve a remindéicaon writing to Lessee at least twelve
(12) calendar months before the end of a termisfiéfase, in order to signal to Lessee that a eaidermination might be issued by Lessee.

3.4 Notice of termination is to be served in therf@f a writ or to be sent by registered letter.

3.5 Premature termination of this lease is possibtee event that one of the circumstances listeftticle 7 of the General Terms and
Conditions arises.



3.6 This Lease Agreement may also end automatiocaligcordance with the provisions set forth inteec5 hereof.
Payment Obligation, Term of Payment
4.1 The payment obligation (the "Rent") incumbepmduLessee under the terms of this Lease Agreecoemprises:
the Base Rent (as such term is defined herein)
the Additional Rent (as such term is defined herein
the fee for any additional amenities and serviessdbed in Section 7 plus any value added taxrttzgt apply

the value added tax that applies to the Base Rehfdditional Rent or an equivalent sum in the saséerred to in Section 13.2 of this Lease
Agreement.

4.2 At the outset of the Lease Agreement, Lessak sty the sum of one hundred and thirteen eundsarty-four eurocents (113.44) (two
hundred and fifty (250) guilders)/m(2) on an anriesis for that portion of the Office Space whiglmiore particularly shown on the drawing
attached hereto as EXHIBIT B and as indicativethtacally described in the document attached hexeteXHIBIT C (the "Finished Office
Space"), fifty-five euros and thirty-six euroce(#$.36) (one hundred twenty-two (122) guilders)/yi2 warehouse space, and forty-five
euros and thirty-seven eurocents (45.37) (one taghdr

(100) guilders)/m(2) for the remaining portion bétOffice Space that may be completed in the futueecordance with Section 5.14 (the
"Unfinished Office Space") (collectively, the "BaRent"). The Base Rent for the Unfinished Office&pshall increase to one hundred and
thirteen euros and forty-four eurocents (113.44p (hundred fifty (250) guilders)/m(2) per annum ngbe completion in accordance with
Section 5.14. In the event that Lessee desiresagel additional exclusive parking spaces (in amdit those provided under Section 13.7
below), Lessee shall provide written notice to loesSuch notice shall include the number of addaiexclusive parking spaces requested by
Lessee. Provided such additional exclusive parkpares are available, Lessor shall lease suchiaddiexclusive parking spaces to Lessee.
Lessee and Lessor shall reasonably agree on thtdoof all such additional exclusive parking sggd_essee shall pay the sum of thirteen
euros and sixty-one eurocents

(13.61) (thirty (30) guilders)/m(2) on an annuasisgoer additional exclusive parking space leasddssee.

4.3 The Base Rent is established and indexed opatsis of the price index that applies as per ebaiper 2002. The Base Rent shall be
revised for the first time on the first (1st) amgrisary of the Commencement Date, and every yesgdfier on an annual basis in accordance
with Article 4 of the General Terms and Conditiohke above also applies to the rent for the aduiliexclusive parking space(s) referred to
in the last sentence of Section 4.2.

4.4.1 For the Additional Improvements referredrt&ection 5, Lessee shall pay an amount equah}ahé annual amortization of the
Additional Improvements increased by (b) interestlee amount of the prime costs of the Additiomaptovements, which interest rate shall
be equal to the effective interest rate of therfaiag arrangement that Lessor will conclude herafier approval by Lessee, to finance the
Additional Improvements and commence as of the ddieh is the latter
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of: (i) the date of the investments concernediptt{e date on which Lessee's obligation to begiyimg Rent hereunder commences pursuant
to Section 4.5 below, and also to be increasea)gr{ additional two percent (2%) to cover the dtigwment fee and risks for Westpoint (the
"Additional Rent"). Upon the full amortization di¢ Additional Improvements, Lessee shall no lormgeliable for the payment of Additional
Rent. The amortization term for the Additional llmpements shall be calculated as follows: (i) thelifidnal Improvements related to the
base building shall have an amortization term basethe economic lifecycle of the Additional Impesments concerned and determined in
accordance with generally accepted accounting ipiieec consistently applied, but in no event wiltsuerm be less than ten (10) years, and
(i) all other Additional Improvements shall have amortization term of 10 years. Lessor shall idelthe costs of the 13.1 meter clear hei
increased floor loading, and increased pile lengthsecessary) in the Base Rent as stated abavéhaise improvements are therefore not
characterised as Additional Improvements. If Ledseminates the Lease Agreement before expiry@thortization term of the Additional
Improvements, Lessee shall within 3 months of tid @& the lease compensate Lessor for the porfitimeocost price of the Additional
Improvements concerned that was not amortizedeasad by any costs involved in the early repaymktfte financing arrangement
concluded by Lessor for the purpose of those Aaldéti Improvements, all this in so far as not peitaj to Additional Improvements that are
taken over by subsequent lessees within two (2sy&athe end date of the present Lease Agreerhessor will inform Lessee in writing of
subsequent leases until two

(2) years after the end date of the present Legseement.

4.4.2 Lessee and Lessor have agreed a separatgearmant with regard to the installation of a sgenkystem, based on a proposal by Lessor
to Lessee, dated 22 October 2001, and attachée forésent agreement as EXHIBIT G, in the mannergen this Section 4.4.2. The
sprinkler system to be installed within the framekvof the present agreement is capable of provittilegentire Westpoint Il building, as
currently envisaged by Lessor, the said buildingscsting of 6 phases, with sprinkler facilities.eT¢osts involved in the installation of the
sprinkler system can therefore be divided intodbsts involved in installation of the central sghar system, the so-called "capacity costs",
and the costs involved in the installation of tharkler facilities per phase that are to be cotedto the central sprinkler installation, the so-
called "direct costs", all this as explained in BBH G. The direct costs for the sprinkler fac#isi of a certain phase will be entirely for
Lessee's account - in the manner to be set ouvbalfd_essee leases the phase concerned and asasdbe sprinkler facilities concerned

have been realised (in the first instance, the ég@&#emises will comprise only phase 1). At Lessaiscretion, Lessee may either pay the
direct costs by characterising the sprinkler féesirelated to the direct costs as Additional lowements, resulting in an Additional Rent t
calculated in accordance with Section 4.4.1, op&ying the direct costs concerned directly to #lewant contractor. Each of the parties shall
pay one half of the capacity costs. Lessee shuglltpgortion of the capacity costs via the Additib Rent with due observance of Section
4.4.1. As no more than approximately 24.5% of #ygacity costs pertains to phase 1, assuming therBalisation and lease of all phases, the
payment by Lessee of the Additional Rent in respéthie remaining 25.5% of the capacity costs bdlldecreased if and as soon as Lessor
leases phases 2 and/or 3 to a third party, in ptigpato the floor area included in such lease. dlinect costs and the capacity costs shall have
an amortization term of 20 years. Upon terminatibthe Lease Agreement, Lessee will not be obligegmove the sprinkler system and the
sprinkler provisions as referred to in EXHIBIT G.

4.5 Lessee's liability for Base and Additional Riexcreased by the turnover tax due thereon shalheence one month after the date on w
the Leased Premises were Substantially



Completed as referred to in Section 5. As fromdhee on which the Leased Premises are Substar@iaftypleted, as referred to in Section 5,
Lessee shall also pay the advance referred todticBe4.6 and the turnover tax due thereon.

4.6 Payment of the fee for the ancillary ameniéied services referred to in

Section 7 is to be provided for by means of a sysi€advance payment with final settlement at erldate, as described in Article 12 of the
General Terms and Conditions. At the outset of ltkizse Agreement, the advance for amenities angcesramounts to nine euros and eight
eurocents (9.08) (twenty

(20) guilders)/m2 for Finished Office Space (pr@ddhat such amount shall not be applicable tdJiifinished Office Space until such time
that the Unfinished Office Space rent increase cenuas), one euro and thirty-six eurocents (1.36)

(three (3) guilders)/m2 for warehouse space, amahtythree eurocents (0.23) (fifty cents (0.5) guilden®) for the exclusive parking space
for Lessee, all on an annual basis.

4.7 The Base Rent, the Additional Rent, the adva@agenent relating to the fee for the additional aities and services and the value added
tax, or the equivalent sum as stipulated in Sect®a, of this Lease Agreement are to be paid vaace as a lump sum in the amount of two
monthly instalments. Payment is to be made by mehttansfer to the bank account yet to be stigaldty Lessor on or before the first day
the relevant calendar month.

"Build to Suit"

5.1 Lessor shall construct, for its own account@ask] the spaces referred to in Section 4.2, whktddll include access roads, driveways and
the parking area in accordance with the Planslathbereto as EXHIBITS A, B AND C (the "PrelimindPlans”) and as possibly adjusted
account of any law, ordinance, rule or regulatioeréinafter: the "Basic Facilities"). Initially, ksor shall construct the Office Space pursuant
to the standards set forth in EXHIBITS B AND C (kxding, however, the Unfinished Office Space, whitlall be completed in accordance
with the provisions of Section 5.14 below).

During the term of the present agreement, Lesseeretpiest that Lessor realises or has realisedtidddl Improvements with regard to the
Leased Premises (hereinafter and above referrasl Aglditional Improvements). To the extent thatrésgpuest must be deemed reasonably
acceptable to Lessor, the parties will in mutualstdtation attempt to reach an agreement on afladsmpf the Additional Improvements
concerned, with due observance of Section 4.4.1.

Lessor shall be responsible for paying the coste@flesign and construction, provided that if essalt of the environmental permit obtained
by Lessee additional improvements need to be aaetsti, such improvements shall be included in tidittonal Improvements.

A final set of Construction Plans (the "Final PIgns to be approved by both Lessor and Lessegitimgy prior to commencement of
construction, provided that such Final Plans dimitonsistent with the Preliminary Plans and tHatkwvwas agreed at the site meetings.

Lessor shall be responsible for procuring all neagslicenses and permits for the constructiornefBasic Facilities and will use best
endeavours to procure all necessary licenses antpdor the construction of the Additional Impemments (the "Permits"), with the
exception that Lessee shall



be responsible for obtaining the environmental plenecessary for its operation of a coffee roastitamt, warehouse and distribution centre.
All costs related to the environmental permit arelfessee's account. Procuring the Permits wilettavbe done in close consultation between
Lessee and Lessor and Lessee will have to assisbt.é procuring the permits as much as possible.

5.2 Lessor shall have the right to select and apptioe contractor who will carry out the constrantivork referred to in Section 5.1, which
contractor will be Hercuton B.V. and/or Ooms Bouvatsahappij B.V. Lessor shall be exclusively resfidassis-a-vis Lessee for
constructing the Additional Improvements. In cortimcwith the construction of the Additional Impewents, Lessee shall have the right to
require Lessor to acquire bids from at least twacihtractors that are reasonably acceptable tedegsvhich bids shall be itemised in detail
reasonably satisfactory to Lessee, and Lesseelshélinished copies of all bids received by Leskessee shall have the right to select the
contractor(s) who will construct the Additional Inepements, notwithstanding the fact that the camdrato be selected has to be reasonably
acceptable for Lessor. However, Lessee assumekligations with respect to the manner or qualityha$é construction.

5.3 Lessor shall (i) commence construction of thsiB Facilities and realisation of the Additionadrovements agreed prior to the start o
construction as soon as reasonably possible dftaiming all Permits (i) diligently proceed withe construction of the Basic Facilities and
those Additional Improvements, and (iii) achievéo§antial Completion (as such term is defined bgloithe same as soon as reasonably
possible but in any event within seven (7) monfter @btaining the Permits referred to in Sectioh, fncluding the environmental permit.
Substantial Completion of the construction of tresiB Facilities and the realisation of the Addiibimprovements agreed prior to the stal
the construction shall be determined to be thetminvhich (a) Lessor and its Architect delivel&ssee a notice of Substantial Completion,
(b) Lessor delivers possession of the Leased PesnisLessee and (c) the construction of the Beeidlities and the realisation of the
Additional Improvements that were agreed prioiti® $tart of the construction are Substantially Cletep in accordance with the Final Plans
referred to in Section 5.1, subject only to mirtems that will not and do not materially interfevith Lessee's occupancy of the Leased
Premises (hereinafter: "Substantial Completion"Sarbstantially Completed™).

5.4 Lessor has indicated to Lessee that some il@adntill be involved in the acquisition of pilesapiling equipment. The lead times and
dates for ordering such materials are describ&XiHIBIT H attached hereto and made a part hereofldter than two weeks before issuance
of the building permit, Lessee shall notify Lesgdressor should order such materials or not osleth materials. If Lessee instructs Lessc
order such materials, then said seven

(7) month period described above shall not be chamagd Lessee shall be obligated to (i) pay thesamlsich Lessor incurs in that regard and
shown in EXHIBIT H or (ii) compensate the actuahdaes incurred by Lessor with respect to the chatmm of the order for such materials,
in so far as that damage is lower than the afor¢ioresd costs, if Lessee terminates the preseneagret pursuant to Section 5.12 and Lessor
consequently cancels the order. If Lessee failssivuct Lessor to order such materials, the saves (7) month period shall be extended by
one day for each day of delay in ordering such ris$ebeyond the specified date therefore showEXH IBIT H, Lessor shall then order

such materials immediately upon receipt of Lesseatise to order such materials.
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5.5 Lessor shall advise Lessee no less frequdrdly tnonthly regarding the status of the constraaticthe Basic Facilities and the Additiol
Improvements. In addition, Lessor shall providedezswith at least ten (10) days notice of the goatied Substantial Completion date of the
Basic Facilities and the Additional Improvementsesgl prior to the start of the construction. Lesd®dl have the right to have Lessee's
Representative (as such term is defined belowhaitdl job meetings with the contractor(s) andAlnehitect, and Lessor shall keep Lessee
advised as to the scheduling of all such meetings.

5.6 Lessee shall, at all times, have the righh$péct the progress of the construction work. Leesball give Lessor written notice of any
incomplete work, unsatisfactory conditions or defdthe "Punch List Items") within thirty (30) dagiter the discovery of the same, and
Lessor shall, in so far as obligated thereto, cgmyith Lessee's requirements in that regard as as@uossible. In addition, Lessee shall give
Lessor written notice of any latent defects discesldby Lessee after the Commencement Date prorafidly the discovery thereof and Les
shall, in so far as obligated thereto, cause sateimt defects to be corrected as soon as reasqgmaddible and entirely for its own account.

5.7 If Lessee requires any change, addition oratltan (collectively, a "Change") in the (prelimigaand/or final) Plans, Lessee shall notify
Lessor of such Change in writing ("Lessee's Chashgtice"), providing detailed plans and/or drawistg@wing such Change. Lessor shall not
unreasonably withhold its consent to any such Caamghe Plans and Lessor shall inform Lesseesahitial response within (5) business
days In principle, Change Notices as referred tovatshall be given to Lessor at weekly site mestigy; in the event of urgency, Change
Notices may be sent to Lessor by registered letigned return receipt requested. At the subseaikenmeeting, Lessee will be informed

the additional or lower costs involved in the Chawog the (change of the) Additional Rent proposeckiation thereto as well as the additic
construction time reasonable required for the Charumcerned, after which Lessee shall inform Leskis decision in that regard without
delay. Lessee may either pay the agreed pricénéadditional work directly to Lessor, or, if amalble, to the contractor concerned, or have
the agreed additional work included in the AdditibRent in accordance with Section 4.4.1.

5.8 In the event that the construction of Basidliigs and the realisation of the Additional Impemments agreed prior to the start of the
construction has not reached Substantial Completitnn seven (7) months of obtaining all of thefRis required hereunder, including the
environmental permit, Lessee will forfeit a penadtyual to one (1) time the daily amount of BasetRed Additional Rent due for each day
the Substantial Completion is delayed beyond smeé for the first forty-five (45) days of such dgland two (2) times the daily amount of
Base Rent and Additional Rent due for each daystitestantial Completion is delayed for any daysedfy beyond such forty-five (45) day
period. Within 3 business days after establishimgxceeding of the term for Substantial Completibthe Leased Premises Lessor will
inform Lessee in writing, well documented, what tiagises of the delay have been and within what éewnin which manner the Leased
Premises may reasonably be expected still to bet&utally Completed. If the aforesaid term is exdrd by 90 days or less, Lessor will not
be liable for any damage incurred and costs mada=bgee as a result thereof. In case of an exagedlihe aforesaid term of Substantial
Completion that amount to an exceeding of more #itadays Lessee will be able to use, for the beoéfier interests, all claim and remedy
possibilities mentioned in the Dutch Civil Coder@tation to an attributable default or a defautttwithstanding naturally the requirements
that the Civil Code formulates for use of thosegilmifities and without prejudice to the defencesramng to
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Lessor under the Dutch Civil Code. In case of azeering of the term for substantial Completion bessll use best endeavours to still
Substantially Complete (or cause Substantial Cotigpl®f) the Leased Premises as soon as possible.

5.9 Prior to the Completion, Lessee, its agentstraotors or employees shall have the right torehte construction site for the purpose of
installing Lessee's cabling, telecommunications @rdputer equipment, office furniture, roasting @adkaging equipment, racking and o
furniture, fixtures and equipment necessary forskes use of the Leased Premises, provided tha¢éeahall consult with Lessor about such
entry of the construction site and Lessor's contibn work is not materially interfered with.

5.10 The building shall be connected to a publititaay sewer, potable water supply, storm sewestatity and gas (the "Utilities"), which
must be adequate to serve the needs of Lesseetatiom of the business which Lessee intends toatgpepon the Leased Premises, as those
needs are described in EXHIBIT C.

5.11 Lessor shall comply with all national, stateynty, and city laws and ordinances presentlycéiffg or respecting the Leased Premises in
the construction of the Basic Facilities and thaliidnal Improvements.

5.12 Lessor has supplied the plans, documentsauifisations required for the building permit meduile applied for by Lessor. Lessee has
supplied the documents required for the environaigrermit meanwhile applied for by Lessee. Lessag, iut shall not be obligated to,
terminate this lease if the building permit andta environmental permit is denied, or is not fipaind irrevocably issued by April 15, 2002.
Lessee shall not, however, terminate this leas® pyiJune 1, 2002, if these permits can be reddprapected to be finally and irrevocably
issued on or before this date. If the building péand/or environmental permit is not finally amteivocably issued by June 1, 2002, then
Lessee may terminate this Lease. In the evengathavernmental agency that is to grant the saicherequires a modification in the Plans
that is reasonably unacceptable to Lessee andésokethe said permits will be deemed not to haenlgranted, and Lessee or Lessor may
terminate this lease with immediate effect. Inélent that this lease is terminated pursuant sSkction 5.12, the parties hereto shall have
no further rights or obligations hereunder, unkssh delay is a result of any breach of any prowisif this lease by Lessor or Lessee and
without prejudice to the obligation to compensaists or damage as referred to in Section 5.4.

5.13 Lessor has good title of ground lease to #eskd Premises free and clear of all liens peddtes of signing this agreement, and per the
date of signing this agreement free from specialgds and restrictions in the sense of Article Bflithe Dutch Civil Code, other than
described in EXHIBIT E and other than knowledgedinden the public registers of the land registen #f@ avoidance of doubt: after the date
of signing this agreement Lessor is entirely fieereate security rights in respect of the Leagsedides, which will be subordinated to this
Lease Agreement and will not (cannot) infringe lo@ tontinuity of this Lease Agreement.

5.14 At any time during the term hereof, Lessee giag Lessor written notice that Lessor should utade completion of the unfinished
Office Space. Upon receipt of such written notloessor shall, at Lessor's sole cost and expensertatke the said completion and shall
complete the work within one hundred and twenty0jldays after Lessor's receipt of Lessee's natitdhe basis of a completion level and a
division of work or costs involved between Lessed bessor as



set out in and arising from the documents atta¢teedto as EXHIBIT B and EXHIBIT C. The realisatiand substantial completion and the
Commencement Date of the office space referrethdoe@are otherwise subject to the provisions of
Section 5 above, in so far as relevant to that detion .

Turnover Tax

6.1 All amounts mentioned in this lease are exetusf turnover tax. Lessee is required to pay tuentax on the Base Rent and the
Additional Rent and the fee for additional suppbesl services. Turnover tax will be charged by bessd is required to be paid together
with the rent and the fee for additional supplied aervices, or the advance payment for these.

6.2 Referring to the Decision of 10 April 1996, MB 96/354, amended by the Decision of 24 March9l 9®. VB 99/571, parties agree that
Lessor will charge Lessee turnover tax on the asrftom the commencement of the lease. Referriafpdoe-mentioned Decision, Lessor and
lessee waive the submission of a joint requeshggdbr taxed rent as referred to in Article 11,gsaaph 1, subparagraph b, under 5, of the
Turnover Tax Act 1968.

6.3 The stipulations in Article 15.1, 15.2 and 16t3he general conditions do not apply to thiséea
6.4 Lessee hereby declares that its financial geammences on 1 October and ends on 30 September.

6.5 Lessor explicitly states that it will includ@g lease in its administration in accordance with provisions of Section 34a of the Turnover
Tax Act 1968.

Amenities and Services
7.1 The Parties agree that Lessor provides thdiadal amenities and services set out in EXHIBID Lessee.
Guarantee by the Group of Companies

8.1 Lessee is not obliged to furnish any bank guembecause Starbucks Corporation provides suiervis Lessor for the obligations of
Lessee under this agreement in accordance with BKHI.

Administrator and representation during the comsion
9.1 Lessor is to act as the administrator untiifer notice.

9.2 Lessee has designated Mr D. Organ as its sptesentative with respect to the matters set forthis lease with respect to the
construction and realisation of the Basic Fac#itad the Additional Improvements, who shall haeauthority and responsibility to act on
behalf of Lessee as required in this lease withaetsto the construction and realisation of thei@Bacilities and the Additional
Improvements until further notice by Lessee. Lesnag at any time appoint a new representativefasreel to above, after written notice to
Lessor.



9.3 Lessor has designated Mr A.C. Ramselaar asligsrepresentative with respect to the matter®sthtin this lease with respect to the
construction and realisation of the Basic Facgitid the Additional Improvements, who, until fertimotice by Lessor, shall have full
authority and responsibility to act on behalf oker as required in this lease with respect tatimstruction and realisation of the Basic
Facilities and the Additional Improvements. Lessiay at any time appoint a new representative a&sregf to above, after written notice to
Lessee.

Appendices
10.1 All of the appendices listed at the end o Hureement form part of the present agreement.
Proviso

11.1 Lessee is aware of the fact that the projeathich the Leased Premises are a part is stileugdnstruction. Lessor reserves the right to
(instruct a third party) to introduce any changethie plans and/or any alterations to the projedtthe Leased Premises are reasonably
necessary and related to the construction of tfecadt parts of the building and adjacent indulsprdek known as Westpoint Il, provided,
however, that the said changes in the plans aiatib@s may not impair the quality and/or the tytitf the Leased Premises.

Delivery of the Leased Premises at the end of thissase Agreement

12.1 Upon delivery, the condition of the Leasedises shall be laid down in a dated delivery refdoatvn up in duplicate and signed by
both parties, with each of the parties retainiruppy of the said delivery report.

12.2 In the event of termination of this Lease Asgnent the two parties to the agreement are tovamtdordance with the provisions set out in
Article 5 of the General Terms and Conditions, lee inderstanding that the reference to Articldayse 2, should read "the delivery repol
referred to in the

Section 12, paragraph 1, of the Lease Agreemerithi k&¥gard to the silo building, the provisionsS#ction 13, paragraph 11, of the Lease
Agreement apply. With regard to the sprinkler systand the sprinkler provisions as referred to iHEXT G, only the provisions of the last
sentence of Section 4.4.2 apply.

Special Terms and Conditions

13.1 In the event that and to the extent that taegepipelines, cables, cables ducts and/or matenets (serving other industrial Units) in or
only accessible via the Leased Premises, Lessebyherarrants vis-a-vis Lessor that the said pigslircables, cables ducts and/or meter
cabinets are and shall continue to be freely addesat all times. With regard to inspections amayork in or on the said pipelines, cables,
cables ducts and/or meter cabinets or any othér iseims, the provisions set out in Article 10 of tReneral Terms and Conditions and any
other relevant provisions apply.

13.2 Value Added Tax Clause

(a) Lessee and Lessor declare explicitly that ém level was set on the basis that Lessee wilitwoa to use the Leased Premises, or have it
used, for activities of which at least
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the legally determined percentage or percentagmoye determined is eligible for deduction of B1ON the grounds of which rent subject to
turnover tax can be opted for.

(b) Lessee declares that it will use the LeasethRes for purposes for which the right exists tdkena complete or practically complete (at
least 90%) deduction of BTW pursuant to Sectiomfithe Turnover Tax Act 1968 and that Lessee beddagne of the branches of industry
indicated by the State Secretary in order of 19dbder 1995, no. VB 95/3796 and subsequently ameih@@ty employer's organisations,
estate agents, travel agents and working condiensces with an independent legal status.

(c) If Lessee does not use or no longer uses theddcePremises for activities which entitle it towalet turnover tax as referred to above,
Lessee will no longer owe Lessor turnover tax anrént, but Lessee will owe Lessor in additionh® tent exclusive of turnover tax
commencing on the date on which the rent is exednfpten turnover tax by way of a separate paymeiesgsor such an amount that the I
is fully compensated for:

() The turnover tax which is no longer deductibfea result of the cancellation of the possibtlitgleduct turnover tax from the operating
costs of and/or from investments in the Leased Resn

(il) The turnover tax which Lessor has to pay te téix authorities and/or can no longer reclaim fthentax authorities as a result of the
cancellation of the possibility to deduct turnoteex due to a recalculation of the taxed rent aarrefl to in Clause 15, subsection 4 of the Wet
op de omzetbelasting 1968 (Turnover Tax Act 1968uision as referred to in Sections 11, 12 andfitBe Uitvoeringsbeschikking
omzetbelasting 1968 (Turnover Tax Implementatioagi@e 1968).

(i) All other loss which Lessor incurs as a resaflthe cancellation of the possibility to deduathover tax.

(d) If a situation as referred to in (c) occursss@r will inform Lessee what amounts must be pgitldssor to the tax authorities and provide
insight into the other losses as referred to in (c)

Lessor will give its co-operation if Lessee wish@esiave Lessor's specification checked by an inclégrt registered accountant. The costs of
this will be at Lessee's expense.

The financial loss incurred by Lessor as a reduth® cancellation of the taxed rent must be pgitléssee on Lessor's first demand.

(e) Lessee will be obliged to inform Lessor by ngeaha signed statement within four (4) weeks eféhd of its financial year in which it
started to lease the Leased Premises (also i§ibean made available wholly of partially to adtparty), whether or not it has used the
Leased Premises in the past financial year forgaep for which a right, as laid down in Clause fithe Wet op de omzetbelasting 1968, to
make a complete or practically complete (at le@%Pdeduction of turnover tax exists and belongarte of the branches of industry
designated by the State Secretary in his decr&é Bfecember 1995, no. VB 95/3796 and subsequeminded,
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being employer's organisations, estate agentlte@ents and working conditions services withrafependent legal status.

Lessee shall furthermore be obliged to inform Lesdter each successive financial year by meamassigned statement within four weeks
following the end of the financial year concernkthée Leased Premises (also if it has been mad&@bleawholly or partially to a third party)
were not used for purposes for which a right, @sdawn in Clause 15 of the Wet op de omzetbelgst®68, to make a complete or
practically complete (at least 90%) deduction ohtwer tax exists and belongs to one of the brasmohedustry designated by the State
Secretary in his decree of 19 December 1995, n09%/B796 and subsequently amended, being emplaygesisations, estate agents, travel
agents and working conditions services with anpedelent legal status. In both cases Lessee wilbhged to send a copy of the statemer
the tax authorities within the same period.

(f) If Lessee does not fulfil the aforementionedigdition to provide information or if it turns oirt retrospect that its assumptions were
incorrect, and it turns out in retrospect that loedgs wrongly charged turnover tax on the rensske shall be in default, and Lessor shall be
entitled to recover the resulting financial disactege from Lessee. This disadvantage concernsiliteifnover tax still due by Lessor to the
tax authorities plus interest, as well as the tuendax which Lessor cannot deduct. The stipulatiorthis Section contain an arrangement for
compensation in the event that the taxed rent s¢asee applicable with retroactive effect, in didai to the arrangement set out in this
Section 13.2. The additional loss which resultsLfessor from the retroactive effect, will be payabl Lessee immediately, in full and as a
lump sum. Lessor will give its co-operation if Lessvishes to have Lessor's specification of thilit@al loss checked by an independent
registered accountant. The costs of this will beesisee's expense.

(g) The stipulations set out in this Section wilaapply if Lessor is confronted with a loss aftex termination of the lease, whether
premature or not, due to the cancellation of tlkedarent agreed upon by the parties. This lossthélh be payable by Lessee to Lessor
immediately, in full and as a lump sum.

13.3 Option to Expand the Leased Premises. Legsebi grants to Lessee an option to expand thesdeaisemises in accordance with the
terms described herein (the "Expansion Option"yifuthe term of the Expansion Option, Lessee mgaed the Leased Premises by
electing to amend the terms of this lease, soahator two (2) similar Units directly adjacent betLeased Premises, which Units are more
particularly shown on EXHIBIT K attached hereto|lviorm part of the Leased Premises. Any time thedsee exercises the Expansion
Option with respect to either one or both of the {&) Units described above, such Unit(s) shalidpaced with additional adjacent Unit(s),
which additional Unit(s) shall be subject to thghts contained in this Section 13.3 (the "Expan$leplacement Unit(s)"), in so far as such
additional units are actually still available ollidecome available at that time. If no such addisil units are or will become available, the
expansion option will not apply at that time. Thegedure for the replacement of Unit(s) descrilvethé preceding sentence shall be
reapplied any time that Lessee exercises its t@hgase Unit(s) under this Section 13.3. The tefithe Expansion Option shall commence as
of the date of the signing of the present agreemedtexpire three (3) years from the Commencemate Eferred to in Section 3.1 (the "3-
Year Date"). During this period, Lessee shall notéxquired to pay any fee
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or compensation to Lessor in connection with thpdesion Option. Lessee shall have the option tergikthe term of the Expansion Option
up to three (3) consecutive times for a periodaaive (12) months each, provided that Lessee asddrghen reach an agreement about the
conditions to be attached thereto. In the evertlibasee exercises its rights under this SectioB, 18is lease shall be amended to include the
additional Units into the definition of the Leaseemises. Such amendment(s) to the lease shall teesame material terms and conditions
that apply to the existing Lease Agreement at tbenemt of exercising (including but not limited twetthen applicable Rent), with the
exception of the 7-months construction period refiéto in Section 5. Upon exercise of the expansjution, Lessor shall start the
construction of the additional unit(s) and/or theédRional Improvements without delay and completms within a reasonable term. The le

of the additional Unit(s) shall expire co-termintyusith the existing lease, as such may be extended

13.4 First Right of Refusal to Lease Additional &aawithout limiting the provisions of Section 1&Bove, Lessor hereby grants to Lessee a
first right of refusal to lease the four (4) adjacenits more particularly described in EXHIBIT itached hereto and made a part hereof
(collectively the "Units" and individually a "Unit'for the term of the lease, as may be extendethdrevent that Lessor, or Lessor's heirs,
executors, successors or assigns, at any timegdiménterm of this lease or any extension theiaténds or intend to conclude a lease
agreement with regard to the Unit with a third paktessor or Lessor's heirs, executors, success@ssigns shall provide written notice to
Lessee, which notice shall set forth the rent dhotlaer terms and conditions of the intention cenmed (the "Notice of Lease"). At Lessee's
first request, Lessor shall furnish plausible prmoEessee, evidencing that a concrete third paatyally wishes to lease the Unit(s) concer

at the rent and subject to other the terms andittonsl set out in the Notice of Lease. Within 1§slaf receipt of the Notice of Lease, Lessee
shall inform Lessor by registered letter of whetievishes to lease the unit referred to in theitdbf Lease on the conditions set out in the
Notice of Lease. If Lessee timely exercises thigt fight of refusal in accordance with the coraii accepted by Lessee, as set out il

Notice of Lease, a lease agreement with regardetanit concerned will be effected. If Lessee failsespond within the said term or infor
Lessor within the said term that it does not intemdxercise its right of first refusal, Lessorlvaé authorised to lease the unit referred to in
the Notice of Lease to third parties, provided mmtonditions more favourable to the said thirdiparthan those set out in the Notice of
Lease. In the event that any material term of tbéde of Lease is subsequently modified to theihetint of Lessee, the process described in
this

Section 13.4 shall be reapplied. Each time whemiady Units is (are) leased to a third party ot &ssee pursuant to this Section 13.4, the
unit(s) concerned shall be replaced by additiodfaent unit(s), which additional unit(s) shalldaject to rights contained in this Section
13.4, in so far as such additional units are of métome actually available at that time. If nofsuaits are or will be available, the right of
first refusal set out in this

Section 13.4 does not apply at that time. The le&siee unit(s) ends simultaneously with the erigtiease agreement or extensions thereof.

13.5 Option to Purchase The Leased Premises. Astfie signing of the present agreement up to acidding 3 years after the
Commencement Date, Lessor shall not sell or ofieséle the Leased Premises and the ground leasspact of the Leased Premises. Lessor
hereby grants to Lessee an exclusive and irreveagiilon (the "Option™) - commencing at the datsighing this Agreement and valid for

the term of the Agreement - to purchase the LeBserhises and the ground lease in respect of theedearemises for the price and upon the
terms and conditions specified in this Article. T@ption shall be exclusive for a term of 3 yeaterathe Commencement Date. During the
term of the present agreement, Lessee may exéhegeption
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by giving Lessor notice of its intent to exercise Option. Upon exercising the Option, Lessor dhalbbligated to sell and convey to Lessee
and Lessee shall be obligated to purchase fronokélss Leased Premises and the ground lease iaatespthe Leased Premises for a
purchase price equal to (i) eleven and one hakdithe annual Base Rent, minus the annual groumd.essee will become payable as soon
as it has become the leaseholder (formula: 11amrRuyal base rent minus annual ground rent)),n@leased by the unamortized value of the
Additional Improvement and increased by any costslved in the early repayment of the financinggagement concerned, (iii) increased by
any transfer tax and/or turnover tax and notatiarges due. In the event of exercise of the puechption, the parties will agree a provisia
date for the conveyance not later than 3 montles #ite date on which Lessor received notice frosske that the latter intended to exercise
the purchase option, such also on account of Lesgayund lease. The parties will then jointly @mitthe Municipality of Amsterdam in orc

to effect a division and conveyance of lessor'senrright of ground lease, in so far as pertainmthe Leased Premises, or creation of a new
ground lease in respect of the Leased Premisdlddrenefit of Lessee. The terms (including thaigcorent) of the divided right of ground
lease or the new right of ground lease shall bgaably acceptable to Lessor and Lessee. Failingwthe purchase option will be deemed
not exercised or no purchase agreement will be ddarancluded and the Lease Agreement will be coatirunchanged. The terms set out in
EXHIBITS E AND F are at any rate deemed to be reabty acceptable to the parties. The terms of dmyeyance or the creation of the new
ground lease shall otherwise be consistent withdiras of such deeds and commercial customs iardgreein which the Property is located.
Lessor and Lessee agree that immediately aftesigiméng of this agreement, the option as regulatetis Section 13.5 will be entered in the
public registers of the Land Register, subjectaaperation of the Land Register, such for Lesssxsunt.

13.6 Right of First Refusal to Purchase the Le&sedhises. In the event that Lessor, or Lessorn's,h@iecutors, successors or assigns, during
the term of this lease intends or intend to selllthased Premises or any portion thereof to a garty, Lessor or Lessor's heirs, executors,
successors or assigns shall provide written natideessee, which notice shall set forth purchag=pas well as all other terms and condit
of such intention (the "Notice of Sale"). At Lessdast request, Lessor shall furnish plausiblegbto Lessee, evidencing that a concrete |
party actually wishes to purchase the Leased Pesnaisd the Ground Lease in respect of the Leasstigtrs at the price and subject to the
other terms and conditions set out in the Notic8ale. Lessee shall inform Lessor by registeradrlef whether it wishes to purchase the
Leased Premises and the Ground Lease pertainthg toeased Premises within 30 days of receipt@iNbtice of Sale. Lessee may choos
purchase the Leased Premises (and the Ground Lagabe) same price and on the same terms of tee st forth in the Notice of Sale or -
such until 3 years after the Commencement Date theeterms of the Option set forth in section

13.5. If Lessee fails to respond within the @&f¢s term or informs Lessor within the said terat ihdoes not intend to exercise its right oftl
refusal referred to in this Section or its purchaggon referred to in

Section 13.5 (until 3 years after the CommencerDame), Lessor will be authorised to sell the LeaBszimises and the Ground Lease
pertaining to the Leased Premises to third panies/ided not on conditions more favourable togail third parties than those set out in the
Notice of Sale o- if applicable - set out in Section 13.5. If amjpstantial term of the Notice of Sale is changedrafards to the detriment of
Lessee, the procedure set out in this Sectionstab be re-applied. If Lessee does timely infores$or that it intends to exercise its right of
first refusal referred to in this Section or

- if applicable - its purchase option referredrt®iection 13.5, a purchase agreement
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with regard to the leased premises and the groeemklwill arise between lessor and lessee, orthes tset out in the Notice of Sale or - if
applicable

- the terms set out in Section 13.5. In additibe, parties will agree a provisional date for tasfer not later than 3 months after the date on
which Lessor received notice from Lessee thatatterd intended to exercise its right of first refusr - if applicable - the purchase option,
such also on account of Lessor's ground leasepa@his will then jointly contact the Municipalibf Amsterdam in order to effect transfer of
the Leased Premises/the current ground leasegafrlda so far as pertaining to the Leased Premisageation of a new ground lease in
respect of the Leased Premises for the benefiesfke. The conditions of the division/transfeheféxisting ground lease in respect of the
Leased Premises or the conditions of the creafi@nn@w ground lease in respect of the Leased Bemnsihall be reasonably acceptable to
Lessee and Lessor. The conditions set out in EXHEBE AND F shall at any rate be deemed to be reddpmacceptable. In the event that
any material term of the Notice of Sale is subsatiyenodified to the detriment of Lessee, the pescget out in this Section 13.6 shall be
reapplied. The rights contained in this Sectioré Ehall be applicable to any and all intended saflése Leased Premises for the duration of
the term of this lease. If the Leased Premises ffa@Ground Lease) are transferred to a third ptréyoption to purchase the leased premises
referred to in Section 13.5 will expire, but Lesseght of first refusal to purchase the Leasezhitses referred to in this Section 13.6 will
continue to have effect for a period of no morenttem

(10) years after the Commencement Date as referedSection 3.1. A third party in the sense @ tBection does not refer to a legal entity
of the group of companies to which Lessor belongs.

If 3 years after the Commencement Date a situaitaes of apparently simultaneous receipt by Lesbtre notice of Lessee that it exercises
the Purchase Option in Section 13.5 and receiptesgee of the Notice of Sale, and if there is nealste doubt with regard to which event
occurred first, Section 13.6 will prevail.

13.7 Parking Space. Lessor will provide for (paveabking facilities for 50 passenger cars reasgnatifacent to the Leased Premises,
designated to be exclusively used by Lessee, @it and indicated in the drawings attached wltbase Agreement as EXHIBIT A. The
use of these parking facilities by Lessee is inetlith the agreed lease price. Lessee cannot erdogcelaims against Lessor if third parties
without authorisation make use of the parking spacessee may place signs with its brand/name oearthe parking spaces.

13.8 Signage's. Lessor has given approval to Ldesestablish signage's to or near the Leased Besmin order to make clearly visible that
Starbucks is established at Westpoint. The dedigimese signage's will be handed to Lessor forpaeiew. This approval will primarily
focus on the question whether the intended sigaage'not out of tune, in size or nature, withdkisting signage's of all Lessees on
Westpoint Il. The signage's must be in accordaritte statutory and local regulations. It is the @sqibility of Lessee to obtain all the
necessary permits for the signage's.

13.9 Exclusivity. Lessor will not lease space atsdendam Westpoint | and Westpoint Il to third pestihat roast coffee at the location and
Lessor will impose the same obligation on its legalcessor in the form of a perpetual clause.

13.10 Sensitivity of Coffee to Odours. In ordeptevent damages to the coffee as a result of oslmissions by other lessees of Lessor,
Lessor will include in all new lease agreementsiwdspect to Units at Westpoint Il, the obligatfonthose lessees to refrain from causing
any
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repeatedly recurring emission of odours, that niuseesely affect the coffee of Starbucks, which nsethiat those lessees would at least w
have to refrain from the following activities:

(a) Coffee roasting

(b) Manufacturing of perfumeries or other scentemtpcts (cosmetics, scented household product3, etc
(c) Paint manufacturing or paint application operst

(d) Private or municipal waste treatment

(e) Operations that raise, slaughter or processtiock or fish

(f) Activities involving heavy use of solvents, degsers or lubricants

(9) Chemical manufacturing or petroleum refiningpomcessing

In addition, Lessor guarantees that any existingdeagreements with respect to the Units mentibaeslabove do not permit the forbidden
activities as described in this clause and thastewill not provide consent under any of thessdeagreements to change activities towards
the forbidden activities as described in this obador the avoidance of doubt the parties expregglge that logistic activities with respect to
the odorous goods indicated above and cocoa staragjdistribution will not be forbidden and furthreare, that this clause only refers to
repeatedly recurring emission of odours in relatmmanufacturing activities.

13.11 Silo building. During the lease term Lessdl, at Lessee's first written request, construad auild the silo building, subject to the
conditions laid down in Section 5 of the presenteggnent, with the exception of the 7-months cowrstsa period, and furthermore in
accordance with requirements yet to be worked puhb parties. The costs of the concrete struaifithe silo building until a height of 13.1
will be for account of Lessor and will be includedhe Base Rent, whereby the Base Rent rate pdomniBe silo building - assuming the
same specification level as the warehouse spadébanequal to the base rent per m2 for the wanskaspace of the Leased Premises, to be
increased by indexation pursuant to Section 4.8tegl structure will bring the silo building to aight of 22 m. The costs of this steel
structure will be considered Additional Improvensgand the Additional Rent related to this improvahshall be calculated as described in
Section

4.4. It is agreed that the parties will make furthgreements about the amortization term when leelsas requested the construction of a silo
building. Upon expiry of the present Lease Agreetmleessor shall attempt to lease the silo buildng third party.

Lessee will receive 50% of any amount in excesb®finnually indexed Base Rent that Lessor gersefiam the lease of the silo building in
the period of ten (10) years after terminationhi$ tease. Upon expiry of such ten (10) year peti@$sor (and its successors) will be under
no restriction any more with respect to exploitthg silo building and all the income stemming frtiva silo building will be fully for the
account of Lessor. If the steel top structure wddde to be demolished on reasonable groundsl#&see would have to pay the costs
thereof (but not the costs of closing the roof apai
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13.12 Where the present agreement or the GenemaisTand Conditions require Lessor's consent, Ledsall not unreasonably withhold its

consent.

13.13 Lessee accepts that future building actiitiédl take place at Westpoint Il. Lessor will gthuilding new Units at the other end of the
Westpoint Il site, in order to reserve for expandiy Lessee for as long as possible. Lessor mesbest endeavours not to hinder the
activities of Lessee as a result of the buildingvétes. In any event the normal course of businefsLessee must be able to be continued.

13.14 Lessee is aware that Lessor intends to eealt®ntainer debarking terminal at the quaysidegaside the Leased Premises, with a
stacking area for containers. This will not regtnormal operations of Lessee and access of titiackse loading docks. The containers will
block the view to the water from the offices.

13.15 Changes to the General Conditions

Article 2.2. The second and third
replaced by the following:

"Lessee shall also observe the in
or by word of mouth by or on beha
of the proper use of the Leased P
outside areas, the installations

or complex which the Leased Premi
insofar as Lessee has been consul
advance about the content of thes
insofar as these instructions can
reasonable and necessary. Lessee
bound to unreasonable instruction
which have an adverse effect on t
Lessee, on the rights of Lessee s
Agreement or on the activities of
Lessor may inter alia relate to m
level, order, fire regulations, p
functioning of the installations,
which the Leased Premises are par

Articles 2.6.1 to 2.6.3 of the Ge
by the following:

Article 2.6.1. "Lessee knows that
report prepared by Omegam, called
Ruigoordweg in Amsterdam-Westpoin
dated 17 May 2001. The said repor

sentence of this Article are

structions given in writing

If of Lessor in the interests
remises and of the inside and
and fixtures in the building
ses are part of, if and

ted properly by Lessor in

e instructions and if and

be considered to be

will - in principle - not be

s by or on behalf of Lessor
he justified interests of
temming from this Lease
Lessee. The instructions by
aintenance, image, noise
arking behaviour and the good
the building or the complex

t of."

neral Conditions are replaced

Lessor had a soil survey
Nulonderzoek "Westpoint II",
t, reference 1106311/VO1,

t is attached to the present

agreement as EXHIBIT L. To Lessor's knowledge réport gives a true, accurate and complete degaripf the condition of the soil of the
parcel of land on which the Basic Facilities anel Additional Improvements are to be constructedth&sreport dates from 17 May 2001, the
Parties agree to instruct Omegam to conduct artiaddi soil survey and prepare a report thereamctists of which will be shared by the

parties (on a 50/50 basis). The said survey anartrspall be based on sampling of the soil of theegl of land on which the Basic Facilities
and the Additional Improvements are to be constdicafter slags and/or other levelling-up matetiage been applied but just prior to the

start of the
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construction of the foundation. Lessee shall recéie report timely before the start of the workiloe foundation. If Lessee has reasonable
doubts about the accuracy of the report it may leaftether soil survey carried out for its own aweb If same leads to a delay, the seven-
months term referred to in Sections 5.3 and 5.8beilextended. The parties shall consult with eztblr about the term of the extension.

Lessee is neither liable nor responsible for amyi(enmentally) hazardous materials, the conditibthe environment or other circumstances
as described in the aforementioned reports. Tine thazardous materials” refers to (environmentdibzardous materials, (environmentally)
hazardous waste substances or (environmentall@rtiaas substances set out in or regulated by aydidaws or regulations, in particular
the Wet Bodembescherming (Soil Protection Act) redWet Milieubeheer (Environmental Control Act)

Any contamination of the leased premises estaldigh¢éhe aforementioned reports shall be cleaneiupessor's risk and account, if Lessor
is obligated thereto under current regulations. dleaning up shall be executed in the manner glestby relevant applicable acts and
regulations. In the event of "serious soil contaation”, as defined in the Soil Protection Act anddted on the place where the building ui
consideration is to be built, Lessor shall clearthgt contamination before the start of construrctimrk and the seven-months (7) building
term will be extended by the term required for ¢ckeaning up. If the consequences of the said canttion are reasonably unacceptable to
Lessor and/or Lessee, the parties will seek aisolirt mutual consultation, taking into account ihierests of both parties.

At the end of the lease as well as in the evettamisfer of the Leased Premises (and the grourijiteehessee, a similar soil survey will be
carried out. If higher concentrations of one or enof the substances to which Omegam's previouggsipertained are then found in, on or
around the Leased Premises, same will be deemigdiigation of Lessee having caused that contanunati

Article 2.6.2. "It is forbidden to Lessee, its pmrael or persons or goods under its control toaritiate in any way (the soil of) the Leased
Premises and Lessee shall compensate the damsigg imom contamination caused by Lessee, its paeelmr persons or goods under its
control and he shall be liable to Lessor and thadies for expenses relating to the removal ohsiamtamination or for the taking of other
measures.

Article 2.6.3. "Lessor does not indemnify Lesseaiagt (Government) orders for further investigatiorihe taking of measures, unless those
orders are related to a contamination that has baesed by Lessor or pollution that was alreadgemeon or in the Leased Premises prior to
the Commencement Date."

Article 2.10.2. Article 2.10.2 of the General Camatis is not applicable:
1. with respect to Lessee's construction plansriestin EXHIBIT M;

18



2. interior alteration that are non-structurahriid insofar these alterations do not adverselytffie Leased Premises;
3. structural alterations, subject to prior writkgrproval of Lessor, which approval can only bénhéld on reasonable grounds.

Articles 3.1 and 3.2. Contrary to the provisiongiticles
3.1. and 3.2 of the General Conditions it was agjtkat:

1. sublease is permitted after prior written appt@f Lessor, which approval can only be withhefdreasonable grounds;

2. transfer of the rights and obligations underlé@se agreement to a company of which all shaeedigectly or indirectly held by Starbuck
Corporation is permitted

Article 6.5. The words "gross" and "serious" irstiirticle are considered to be deleted.
Article 6.6. The words "gross" and "serious" irstidirticle are considered to be deleted.

Article 9.3. In addition to this Article 9.3 it mgreed that Lessee is entitled to a 30 days curedpafter written notice by Lessor to cure the
concerned defaults, before the lessor can contlaanaintenance as described in this Article himself

13.18 Environmental Testing. At any time during them hereof, Lessee may undertake such envirorahisting with respect to the Leased
Premises and the Land as Lessee deems desiratilelimng, without limitation, soil and ground watesting.

14.1 Choice of law. The parties declare that tlesgmnt agreement as well as the guarantee attasHedHBIT J are governed by Dutch law.

14.2 Dutch version. The parties declare that dmyDutch version of the present agreement willibdibg. The English version of the
agreement, attached as an appendix to the pregemnaent, is for information purposes only anddanway relevant to the legal relationship
between the parties or the parties' intent.

14.3 The Dutch Court has jurisdiction. The civilcoin Amsterdam will have exclusive jurisdictiomadjudicate any disputes arising from or
related to the present agreement, both in theifissance and on appeal.

[Signature Page Follows]
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Drawn up and signed in Amsterdam on

Lessor: Lessee:
Name Name
Title Title:
Date Date
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LIST OF APPENDICES AND EXHIBITS

EXHIBITS:

Exhibit A: the Leased Premises (indi cated by means of hatching)

Exhibit B: Preliminary Plans (as att ached to the application for the Building Permit)

Exhibit C: Technical Description (as to be provided by the contractor)

Exhibit D: reinforced floor area (in creased maximum floor load)

Exhibit E: deeds of temporary issue of leasehold land

Exhibit F: letter for the Gemeenteli jk Havenbedrijf Amsterdam, dated 31 October 2001 (r eference:
01.06923)

Exhibit G: Sprinkler system proposal

Exhibit H: letter about the piling e quipment and materials required

Exhibit I: list of addition amenitie s and services

Exhibit J: guarantee

Exhibit K: expansion option and firs t right of refusal to lease additional space

Exhibit L: soil survey report "Nulon derzoek "Westpoint II", Ruigoordweg in Amsterdam-We stpoint,
prepared by Omegam, dated 17 May 2001, project number 1106311

Exhibit M: Lessee's construction dra wings

APPENDICES:

General Terms and Conditions lease of office spackother industrial Units not in accordance wittidde 7A: 1624 of the Dutch Civil Code

Power of attorney Westpoint
English translation of the present agreement
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EXHIBIT 13

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

The following selected financial data have beerivedrfrom the consolidated financial statementthefCompany. The data set forth below
should be read in conjunction with "Management'scDssion and Analysis of Financial Condition anduRs of Operations" and the
Company's consolidated financial statements anesrtbereto.

As of and for the Sept 29,2002 Sept 30,2001 Oct1l, 2000 Oct3, 1999 Sept 27, 1998
fiscal year ended (1) ( 52 Wks) (52 Wks) (52 Wks) (53 Wks) (52 Wks)

RESULTS OF OPERATIONS DATA
Net revenues:

Retail $ 2 , 792,904 $ 2,229,594 $ 1,823,607 $ 1,4 23,389 $ 1,102,574
Specialty 496,004 419,386 354,007 2 63,439 206,128
Total net revenues 3 ,288,908 2,648,980 2,177,614 1,6 86,828 1,308,702
Merger expenses (2) - - - - 8,930
Operating income 318,725 281,094 212,252 1 56,711 109,216
Internet-related investment losses (3) -- 2,940 58,792 - -
Gain on sale of investment (4) 13,361 - - - -
Net earnings $ 215,073 $ 181,210 $ 94564 $ 1 01,693 $ 68,372
Net earnings per common share - diluted (5) $ 054 $ 046 $ 024 $ 027 $ 0.19

Cash dividends per share -- - - N .

BALANCE SHEET DATA

Working capital $ 310,048 $ 148,661 $ 146568 $ 1 35,303 $ 157,805
Total assets 2 ,292,736 1,846,519 1,491,546 1,2 52,514 992,755
Long-term debt (including current portion) 5,786 6,483 7,168 7,691 1,803

Shareholders' equity 1 ,726,638 1,375,927 1,148,399 9 61,013 794,297

STORE OPERATING DATA
Percentage change in comparable store

sales (6)
North America 7% 5% 9% 6% 5%
International 3)% 2% 23% 20% 28%
Consolidated 6% 5% 9% 6% 5%
Systemwide retail store sales (7) $ 3 ,796,000 $ 2,950,000 $ 2,250,000 $ 1,6 33,000 $ 1,190,000

Systemwide stores opened during the year: (8)
Continental North America

Company-operated stores 525 525 408 416 352

Licensed stores 269 279 351 46 39
International

Company-operated stores 89 122 76 31 35

Licensed stores 294 282 168 119 48
Total 1,177 1,208 1,003 612 474

Systemwide stores open at year end:
Continental North America

Company-operated stores 3,496 2,971 2,446 2,038 1,622

Licensed stores 1,078 809 530 179 133
International

Company-operated stores 384 295 173 97 66

Licensed stores 928 634 352 184 65
Total 5,886 4,709 3,501 2,498 1,886

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

(2) Merger expenses relate to the business conismaith Seattle Coffee Holdings Limited.
(3) See Notes to Consolidated Financial Statem@dtes 4 and 7).
(4) See Notes to Consolidated Financial Statem@tte 7).

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

(6) Includes only Company-operated stores open d3ins or longer.

(7) Systemwide retail store sales include sal&oatpan-operated and licensed stores and are believed bggeanent to measure glol



penetration of Starbucks retail stores.

(8) Systemwide store openings are reported ndbefices



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS
GENERAL

Starbucks Corporation's fiscal year ends on thel®unlosest to September 30. Fiscal years 2002, @80 2000 each had 52 weeks. The
fiscal year ending on September 28, 2003, will alstude 52 weeks.

Starbucks Corporation (together with its subsiésrl'Starbucks" or the "Company") is organized ataumber of business units that
correspond to the Company's operating segments:

North American Retail

North American Retail, which represents 92.5% tdlteetail revenues and 78.6% of total net revenselts coffee and other beverages, w
bean coffees, complementary food, coffee brewingmgent and merchandise through Company-operatei séores in the United States
and Canada.

Business Alliances

At the beginning of fiscal 2001, the Company's INgkimerican foodservice and retail store licensipgrations were combined into a single
business unit due to their common customer univansethe determination that separate segment negat Business Alliances was
appropriate under Statement of Financial Accounfitapdards ("SFAS") No. 131, "Disclosures aboutn8ags of an Enterprise and Related
Information.”

Business Alliances, which represents 44.8% of fyakialty revenues and 6.8% of total net reversedls, whole bean and ground coffees
through foodservice accounts. In addition, Busidiances sells coffee and related products feale through North American retail store
licensing agreements and receives license feesogatties.

All other business units

The remainder of the Company's business unitsiita@ly represent less than 10% of total net reesniihese include International Retail
(comprised of international Company-operated retaites), international retail store licensing,ogmy channel licensing, warehouse club
accounts, interactive operations, equity inveséaesother initiatives related to the Company's turginesses. These business units are
managed and evaluated independently and do notthreequantitative threshold of a reportable segroader SFAS No. 131.

Segment information is prepared using a manageambach that is consistent with the basis and erannwhich the Company's
management internally reviews financial informatfonoperational decision making purposes. Howewgersegment transactions have been
eliminated for Management's Discussion & Analysisdmply with accounting principles generally adeegdn the United States of Americ



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

Fiscal year ended Sept 29 , 2002 Sept 30, 2001 Oct 1, 2000
(B2wW ks) (52 Wks) (52 Wks)

STATEMENTS OF EARNINGS DATA
Net revenues:

Retail 84.9% 84.2% 83.7%

Specialty 15.1 15.8 16.3
Total net revenues 100.0 100.0 100.0
Cost of sales and related occupancy costs 41.0 42.0 44.2
Store operating expenses (1) 40.1 39.3 38.7
Other operating expenses (2) 25.6 22.3 22.2
Depreciation and amortization expenses 6.3 6.2 6.0
General and administrative expenses 6.1 5.7 5.1
Income from equity investees 1.1 1.1 0.9

Operating income 9.7 10.6 9.7
Interest and other income, net 0.3 0.4 0.3
Internet-related investment losses - 0.1 2.7
Gain on sale of investment 0.4 - -

Earnings before income taxes 10.4 10.9 7.3
Income taxes 3.9 4.1 3.0

Net earnings 6.5% 6.8% 4.3%

(1) Shown as a percentage of retail revenues.
(2) Shown as a percentage of specialty revenues.

BUSINESS COMBINATIONS

During fiscal 2000, Starbucks acquired the outstapdtock of Tympanum, Inc. (d/b/a "Hear Music"Ynasic retailer, and Coffee Partners
Co. Ltd., the company licensed to operate Starbstkes in Thailand. The combined purchase pricénfese two acquisitions was $14.1
million. The acquisitions were accounted for unttier purchase method of accounting, and the resuiperations of the acquired companies
are included on the accompanying consolidated &ighstatements from the dates of acquisition. &lweere no business combinations during
fiscal 2001 and 2002.

RESULTS OF OPERATIONS -- FISCAL 2002 COMPARED TO FISCAL 2001
SYSTEMWIDE RETAIL STORE SALES

Systemwide retail store sales, which include nketsstmr both Company-operated and licensed retaiés, were $3.8 billion in fiscal 2002, an
increase of 29% from $3.0 billion in fiscal 200tinparily due to the opening of 1,177 new stores stindng comparable store sales growth in
North America.

During fiscal 2003, Starbucks expects to openagtlé,200 new stores, including approximately 583h@any-operated and 225 licensed
stores in North America, and 75 Company-operated3ds licensed stores internationally.

CONSOLIDATED NET REVENUES

During the fiscal year ended September 29, 20G#2h8tks derived approximately 85% of net revenums fits Company-operated retail
stores. Retail revenues include the North Amerkatail and International Retail business units. fidreaining 15% of net revenues was
derived from the Company's Specialty Operationsclvincludes Business Alliances and all other netait business units.

Net revenues increased 24% from $2.6 billion indi2001 to $3.3 billion in fiscal 2002, primariiyie to the Company's store expans
program and comparable store sales increases. Cabipatore sales increased by 6%, 5%, and 9%dalf2002, 2001 and 2000,
respectively. As a result of its expansion stratefgglustering stores in existing markets, Starlsutks experienced a certain level of
cannibalization of sales of existing stores by s#oves as store concentration has increased. Howea@agement believes such
cannibalization has been justified by the increrakesdles and return on new st



investments. This cannibalization, as well as iaseel competition, slowing economies and other factoay put downward pressure on the
Company's comparable store sales growth in futaregs.

The table below reconciles revenues by operatiggset to revenues on the accompanying consolidgatéements of earnings (in
thousands):

Fiscal year ended Sept 29, 2002 Sept 30, 2001 Oct 1, 20 00
North American Retail $ 2,583,756 $ 2,086,354 $1,734,9 29
International Retail 209,148 143,240 88,6 78

Subtotal - Retail revenues 2,792,904 2,229,594 1,823,6 07
Business Alliances 222,410 193,574 160,8 12
All other business units (excluding International R etail) 344,425 276,603 216,4 02
Intersegment revenues (1) (70,831) (50,791) (23,2 07)

Subtotal - Specialty revenues 496,004 419,386 354,0 07
Total net revenues $ 3,288,908 $ 2,648,980 $2,177,6 14

(1) Intersegment revenues consist primarily of pmcales to and from subsidiaries and equity ntetinestees.
NET REVENUES BY SEGMENT
North American Retail

North American Retail revenues increased by $48¥l4on, or 24%, to $2.6 billion in fiscal 2002,dm $2.1 billion in fiscal 2001, primaril
due to the opening of 525 new retail stores irefi2002 and comparable store sales growth of 7%hfoperiod. The increase in comparable
store sales was due to higher transaction volunamagement believes increased customer traffic wasrdby new product innovation,
which continues to broaden the customer base davngpeak hours of operation, and by expandin@ivapany's capacity to satisfy
customer demand through enhanced technology, icaanid execution at retail stores.

Business Alliances

Business Alliances revenues increased by $28.8mjlbr 15%, to $222.4 million in fiscal 2002, fradd193.6 million in fiscal 2001, primarily
due to the opening of 269 new licensed storesstafi2002 and the resulting increase in royaltgmneres from and product sales to those
licensees.

All other business units (including Internationatgil, net of Intersegment revenues)

Revenues for all other business units increasefllig.6 million, or 31%, to $482.7 million for fidc2002, from $369.1 million in the
corresponding period in fiscal 2001. This increass mainly related to growth in the number of in&gional Company-operated and licensed
retail stores.

CONSOLIDATED RESULTS OF OPERATIONS

Cost of sales and related occupancy costs decréagddd0% of net revenues in fiscal 2002, from 2R2i@ fiscal 2001. The decrease was
primarily due to a shift in sales mix to higher giarproducts, such as hand-crafted beverages, lhasMewer green coffee costs. Starbucks
does not expect a benefit from lower green coffesiscin fiscal 2003, as the Company has moved &wayformula-based commodity
exchange pricing contracts, and is instead basig} nontracts on higher, fixed prices to encouthgecontinuing supply of high quality
green coffee. Improvements in cost of sales wergglig offset by higher occupancy costs due ta@ased repair and maintenance activities
on Company-operated retail stores and the contgnwend of higher retail rent expense.

Store operating expenses as a percentage ofnmtaiiues increased to 40.1% in fiscal 2002, fror3%9n fiscal 2001. The restaurant port

of retail revenues, which is comprised of made+tbeobeverages and fresh food, was a higher priopaot total retail revenues in fiscal
2002. This resulted in higher payroll-related exgigmes due to the continuing shift in sales to enabor-intensive handcrafted beverages as
well as higher average wage rates. Higher provisfonretail store asset impairment and disposa#26.0 million in fiscal 2002 compared
$7.3 million in fiscal 2001 also contributed to tinefavorable variance.

Starbucks regularly monitors the financial resaftits Company-operated retail stores and accumsilaistorical operating measures to
identify performance trends in various marketsvidions for asset impairment are recorded when,ranodher things, retail stores are unable
to generate current and future estimated undisedurdsh flows in excess of asset carrying valuagszand losses on disposals are gene
primarily through renovation activitie



Other operating expenses (expenses associatedovithretail operations) were 25.6% of specialty nexes in fiscal 2002, compared to 22.3%
in fiscal 2001. The increase was a result of cargithdevelopment of the Company's internationahsifucture, including additional regional
offices and employees supporting global expangsmwell as higher advertising expenditures fromGbenpany's interactive operations.

Depreciation and amortization expenses increas&8d6.6 million in fiscal 2002, from $163.5 millian fiscal 2001. The increase was
primarily due to the opening of 525 new North Argari and 89 new international Company-operated ttaes.

General and administrative expenses increasedd®.$2nillion in fiscal 2002, compared to $151.4liil in fiscal 2001. The increase was
primarily due to higher payroll-related expenditiend an $18.0 million litigation settlement charglated to two class action lawsuits.

Operating income increased 13.4% to $318.7 miliiofiscal 2002, from $281.1 million in fiscal 200Lhe operating margin decreased to
9.7% of total net revenues in fiscal 2002, compaoet.6% in fiscal 2001 primarily due to highereomting expenses partially offset by cost
of sales improvements, as discussed above.

RESULTS OF OPERATIONS BY SEGMENT

The table below reconciles results of operationtheraccompanying consolidated statements of eggrinoperating income by operating
segment (in thousands):

Fiscal year ended September 29, 2002: Cons olidated Intersegment Segment Results

North American Retail $ 432,513 $ - $ 432,513

Business Alliances 56,605 - 56,605

All other business units 62,914 107 63,021

Intersegment eliminations (1) -- (107) (107)

Unallocated corporate expenses ( 233,307) -- (233,307)
Operating income $ 318,725 % - $ 318,725

Fiscal year ended September 30, 2001:

North American Retail $ 336,434 % - $ 336,434
Business Alliances 50,165 -- 50,165
All other business units 68,783 1,333 70,116
Intersegment eliminations (1) -- (1,333) (1,333)
Unallocated corporate expenses ( 174,288) - (174,288)
Operating income $ 281,094 $ - $ 281,094

Fiscal year ended October 1, 2000:

North American Retail $ 249,924 % - $ 249,924
Business Alliances 43,777 - 43,777
All other business units 53,453 (130) 53,323
Intersegment eliminations (1) -- 130 130
Unallocated corporate expenses ( 134,902) -- (134,902)
Operating income $ 212,252 % - $ 212,252

(1) Intersegment eliminations consist primarilypobduct sales and related cost of sales to and $tdsidiaries and equity investees.
North American Retall

Operating income for North American Retail increhbg 28.6% to $432.5 million in fiscal 2002, fror836.4 million in fiscal 2001.
Operating margin increased to 16.7% of relatedmees from 16.1% in the prior year, primarily dueéniprovements in cost of sales relate
the shift to higher margin products and lower greeffiee and dairy costs, partially offset by insee payroll-related expenditures resulting
from the continuing shift in sales to more labaeirsive handcrafted beverages and higher average nates.

Business Alliances

Operating income for Business Alliances increaseith8% to $56.6 million in fiscal 2002, from $50llion in fiscal 2001. Operating
margin decreased to 25.5% of related revenues 2m896 in the prior year primarily due to the sigraht amount of infrastructure
investment made in fiscal 2002 to grow the domditinsee channe



All other business units

Operating income for all other business units desed 8.5% to $62.9 million in fiscal 2002, from anillion in fiscal 2001. Operating
margin decreased to 13.0% of related revenues 1&696 in the prior year, primarily due to increaggdrnational store maintenance and
rent costs for Company-operated stores, as wegli@ssions for asset impairment.

Unallocated corporate expenses

Unallocated corporate expenses pertain to corpfuattions that are not specifically attributaldethhe Company's operating segments and
include "General and administrative expenses" afatad depreciation and amortization expenses.daggiion and amortization expenses of
$31.1 million and $22.9 million are included in llneated corporate expenses for fiscal 2002 and 2G&pectively.

INCOME FROM EQUITY INVESTEES

Income from equity investees was $35.8 millionigedl 2002, compared to $28.6 million in fiscal 20The increase was primarily due to the
improved profitability of the North American Coff@artnership as a result of increased sales voftoneextensions of its product line and
expansion of geographic distribution, as well apriomements in its cost of goods sold primarily tmenanufacturing efficiencies.
Additionally, the net earnings of Starbucks Cofferea Co., Ltd. improved as a result of an incréasetail stores to 53 in fiscal 2002,
compared to 24 in fiscal 2001. These increases petélly offset by slightly lower contributionsdim Starbucks Coffee Japan, Ltd. due to
lower profitability as well as the reduction of cawnership interest from 50.0% to 40.1% at the tieigig of fiscal 2002. See "Gain on Sale¢
Investment” discussion for additional information.

INTEREST AND OTHER INCOME, NET

Net interest and other income, which primarily detssof investment income, decreased to $9.3 milliofiscal 2002, from $10.8 million i
fiscal 2001, primarily as a result of lower intdresges on cash, cash equivalents and short-tezoriges.

GAIN ON SALE OF INVESTMENT

On October 10, 2001, the Company sold 30,000 ahigses of Starbucks Coffee Japan, Ltd. ("Starbdagan™) at approximately $495 per
share, net of related costs. In connection with $hile, the Company received cash proceeds of &iilliéh and recorded a gain of $13.4
million on the accompanying consolidated statenoéearnings. The Company's ownership interestambsicks Japan was reduced from
50.0% to 47.5% following the sale of the shares.

Also on October 10, 2001, Starbucks Japan issu@®@@ shares of common stock at approximately $49Share, net of related costs, in an
initial public offering in Japan. In connection twithis offering, the Company's ownership interasstarbucks Japan was reduced from 47.5%
to 40.1%. The Company recorded "Other additional-pacapital" on the accompanying consolidatecabhaé sheet of $39.4 million,

reflecting the increase in value of its share efrtet assets of Starbucks Japan related to thie afiecing. As of September 29, 2002, the
quoted closing price of Starbucks Japan shareap@®ximately $203 per share.

INCOME TAXES

The Company's effective tax rates were 37.0% tafi002 and 37.3% in fiscal 2001. The effectivertte in fiscal 2001 was impacted by
the establishment of valuation allowances agaiefdrded tax benefits resulting from losses fronestments in majority-owned foreign
subsidiaries and Internet-related investment loddasagement determined that a portion of thessebmay not be realizable for tax
purposes within the allowable carryforward periggcluding the impact of these allowances, the éffedax rate would have been 37.0% in
fiscal 2001.

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

Systemwide retail store sales were $3.0 billiofiscal 2001, an increase of 31% from $2.3 billiarfiscal 2000, primarily due to the opening
of 1,208 stores



CONSOLIDATED NET REVENUES

During the fiscal year ended September 30, 20Gkh8tks derived approximately 84% of net reventm® its Company-operated retail
stores. The remaining 16% of net revenues was el&fiom the Company's Specialty Operations. Tatatevenues in fiscal 2001 increased
22% to $2.6 billion from $2.2 billion in fiscal 200

NET REVENUES BY SEGMENT
North American Retail

North American Retail revenues increased by $361lHbon, or 20%, to $2.1 billion in fiscal 2001,dm $1.7 billion in fiscal 2000, primaril
due to the addition of new Company-operated retailes and comparable store sales growth of 5%inbhease in comparable store sales
resulted from a 2% increase in the number of tratimas and a 3% increase in the average dollaevadu transaction.

Business Alliances

Business Alliances revenues increased by $32.8milbr 20%, to $193.6 million in fiscal 2001, frdi60.8 million in fiscal 2000, primarily
due to the opening of new licensed stores andethigting increase in royalty revenues from and pebdales to those licensees.

All other business units (including Internationat®il, net of Intersegment revenues)

Revenues for all other business units increase®B@y2 million, or 31%, to $369.1 million in fisca001, from $281.9 million in fiscal 2000.
This increase was mainly related to growth in thmber of international Company-operated and licéme&ail stores.

CONSOLIDATED RESULTS OF OPERATIONS

Cost of sales and related occupancy costs decrémd@d0% of net revenues in fiscal 2001, from %4 i the corresponding period in fiscal
2000. The decrease resulted from several factwkiding lower green coffee costs, the impact tdifbeverage sales price increases,
continued cost savings from procurement initiatiaed shifts in sales mix to higher margin produttese factors were partially offset by
higher occupancy costs as a result of higher aeamgt expense per square foot as well as the siquaaf Company-operated stores in
international markets that have higher occupanesyscas a percentage of revenues than North Amemitaih operations.

Store operating expenses as a percentage ofmetaitues increased to 39.3% in fiscal 2001, frori%8n fiscal 2000. The increase was
primarily due to higher payroll-related expenditresulting from higher average wage rates anddhénuing shift to more labor-intensive
handcrafted beverages, partially offset by levegajaed from regional overhead expenses distriboted an expanded revenue base and
reductions in advertising expenses.

Other operating expenses were 22.3% of specialniges in fiscal 2001, compared to 22.2% in fi2€4l0. The increase was attributable to
the Company's licensee channels, both internatemmdidomestic, as the Company expands these bssigsographically and continues to
develop its internal resources for future growthe3e costs were partially offset by lower advertjgxpenses for the Company's interactive
operations.

Depreciation and amortization expenses increas&d@8.5 million in fiscal 2001, from $130.2 millian fiscal 2000. The increase was
mainly the result of opening new North American amdrnational retail stores.

General and administrative expenses increasedib.4illion in fiscal 2001, compared to $110.2lmil in fiscal 2000. The increase was
primarily due to higher payroll-related expendisrprofessional fees, provisions for obsolete safywcharitable donations and uninsured
expenses resulting from the Nisqually earthquakesaal 2001.

Operating income increased 32.4% to $281.1 miiliofiscal 2001, from $212.3 million in fiscal 2000he operating margin increased to
10.6% of total net revenues in fiscal 2001, comp&ned.7% in the same period in fiscal 2000 prityatue to growth of total net revenues
and improvements in cost of sales, as discusseteabo

RESULTS OF OPERATIONS BY SEGMENT
North American Retail

Operating income for North American Retall increhbg 34.6% to $336.4 million in fiscal 2001, frora4®.9 million in fiscal 2000.
Operating margin increased to 16.1% of relatedrmegs from 14.4% in the prior year, primarily dudhe shift in sales to higher margin
products and benefits from lower green coffee ci



Business Alliances

Operating income for Business Alliances increasel46% to $50.2 million in fiscal 2001, from $43x8llion in fiscal 2000. Operating
margin decreased to 25.9% of related revenues 2029 in the prior year primarily due to increasparating expenses resulting from the
build up of infrastructure to support the expangbthe domestic licensee channel.

All other business units

Operating income for all other business units iaseg by 28.7% to $68.8 million in fiscal 2001, fr868.4 million in fiscal 2000. Operating
margin decreased slightly to 18.6% of related reesrfrom 19.0% in the prior year, primarily duéhigher International Retail payraiélatec
expenditures partially offset by reductions in atigeng expenses for the Company's interactive aijens.

Unallocated corporate expenses

Unallocated corporate expenses pertain to corpfuatgions that are not specifically attributaldethhe Company's operating segments and
include "General and administrative expenses" anthin depreciation and amortization expenses. &xgition and amortization expenses of
$22.9 million and $24.7 million are included in Uneated corporate expenses for fiscal 2001 and 2@&pectively.

INCOME FROM EQUITY INVESTEES

Income from equity investees was $28.6 millionigtél 2001, compared to $20.3 million in fiscal Q0Uhe increase was primarily due to the
improved profitability of the North American Coff€&artnership that resulted from increased salamvelifrom extensions of its product line
and expansion of geographic distribution, as weihgprovements in its cost of goods sold primadlilye to manufacturing efficiencies. The
increase was also due to improved operating restiBséarbucks Coffee Japan, Ltd., attributabledditional profitable store locations as well
as the distribution of infrastructure and admiriSte costs over an expanded revenue base. StarRaffee Japan, Ltd. had 289 stores open
as of September 30, 2001, compared to 154 stomsapof October 1, 2000.

INTERNET-RELATED INVESTMENT LOSSES

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

INCOME TAXES

The Company's effective tax rates of 37.3% in fi2€®1 and 41.1% in fiscal 2000 were both impadigthe establishment of valuation
allowances against deferred tax benefits resuftimm Internet-related investment losses. Managemet#rmined that a portion of these
losses may not be realizable for tax purposes withe allowable carryforward period. Excluding thpact of these allowances, the effective
tax rates would have been 37.0% and 37.6% in f3@al and 2000, respectively. The decrease to 3ihGkcal 2001 from 37.6% in fiscal
2000 was due to tax planning efforts.

LIQUIDITY AND CAPITAL RESOURCES

The Company had $402.2 million in cash and caslivatants and short-term investments at the endsoéf 2002. Working capital as of
September 29, 2002, totaled $310.0 million comp#oekil48.7 million as of September 30, 2001. Caghcash equivalents increased by
$61.3 million during fiscal 2002 to $174.6 milliofihis increase was in addition to an increase antslerm investments of $120.4 million
during the same period. The Company intends tatsisevailable cash resources to invest in its boignesses and other new business
opportunities related to its core businesses. Daipgron market conditions, Starbucks may acquiditimhal shares of its common stock
pursuant to its stock repurchase plan.

Cash provided by operating activities in fiscal 2@6taled $477.7 million and resulted primarilyrfrmet earnings and non-cash charges of
$465.8 million. The increase in accrued compensaia related costs contributed $24.1 million pritpalue to an increase in the number of
employees. In addition, the increase in other axtexpenses provided $34.0 million, $1



million of which was for the litigation settlemeciarge recorded in fiscal 2002, and the remainiramge is due to the growth of the
Company's operations. Inventory purchases to supfdyger number of retail stores used $41.4 millio

Cash used by investing activities in fiscal 2002lexl $485.3 million. This included capital addisoto property, plant and equipment of
$375.5 million mainly related to opening 614 newnfpany-operated retail stores, remodeling certaistieg stores, and purchasing land and
constructing the Company's new roasting and digioh facility in Nevada. The net activity in th@@pany's marketable securities portfolio
during fiscal 2002 used $116.9 million of cash. &g cash was invested primarily in short-term, shment-grade securities. An increase in
other assets used $24.5 million, mainly relatingniancrease in long-term receivables. During fi2€®2, the Company made equity
investments of $6.1 million in its internationalestees, excluding the effects of foreign currefhastuations. The Company received $22.8
million in distributions mainly from the North Amiean Coffee Partnership. Proceeds from the sadepairtion of the Company's shares in
Starbucks Japan provided $14.8 million.

Cash provided by financing activities in fiscal 2a0taled $67.4 million. This included $91.3 mitligenerated from the exercise of emplc
stock options and $16.2 million generated from@oepany's employee stock purchase plan. As optimarsted under the Company's stock
option plans are exercised, the Company will caito receive proceeds and a tax deduction; howeeéher the amounts nor the timing
thereof can be predicted. The increase in chesketsbut not presented for payment provided $1al®m During fiscal 2002, the Compa
purchased 2.6 million shares of its common stockcicordance with authorized repurchase plans &&8Ag million of cash. Of this amount,
$10.2 million was used to repurchase 515,000 sharesmplete the $60.0 million repurchase planated in September 2001. $42.0 million
was used to repurchase 2.1 million shares in aeo@elwith the 10.0 million share repurchase pléodtuced in June 2002. There were
approximately 7.9 million additional shares authed for repurchase under this plan as of Septe@Hhe2002. Share repurchases are at the
discretion of management, in accordance with thregef each plan, and depend on market conditmaystal requirements and such other
factors as the Company may consider relevant.

Cash requirements in fiscal 2003, other than noopatating expenses, are expected to consist plynoéicapital expenditures related to the
addition of new Company-operated retail storestbbizks plans to open at least 600 Company-opesabees during fiscal 2003. The
Company also anticipates incurring additional exjiteimes for remodeling certain existing stores antancing its production capacity and
information systems. While there can be no asserémat current expectations will be realized, managnt expects capital expenditures in
fiscal 2003 to be approximately $425 million.

Management believes that existing cash and invedtas well as cash generated from operations dteusufficient to finance capital
requirements for its core businesses through 2896@&: joint ventures, other new business opportusitiestore expansion rates substantially
in excess of those presently planned may requitgdrifunding.

COFFEE PRICES, AVAILABILITY AND GENERAL RISK CONDIT IONS

The supply and price of coffee are subject to §icgmt volatility. Although most coffee trades metcommodity market, coffee of the quality
sought by Starbucks tends to trade on a negotistsid at a substantial premium above commodityeegffices, depending upon the supply
and demand at the time of purchase. Supply ané pen be affected by multiple factors in the pradigicountries, including weather,

political and economic conditions. In addition, gmecoffee prices have been affected in the padtpaay be affected in the future, by the
actions of certain organizations and associatibashave historically attempted to influence comityoprices of green coffee through
agreements establishing export quotas or restgiciirfifee supplies worldwide. The Company's abtlityaise sales prices in response to rising
coffee prices may be limited, and the Company'§itatulity could be adversely affected if coffeaqas were to rise substantially.

The Company enters into fixed-price purchase comerits in order to secure an adequate supply oftggaéen coffee and bring greater
certainty to the cost of sales in future periods.oA September 29, 2002, the Company had approgiyn®242.2 million in fixed-price
purchase commitments which, together with existirvgntory, is expected to provide an adequate supipgreen coffee through 2003. The
Company believes, based on relationships estadlisfitd its suppliers in the past, that the risknofi-delivery on such purchase commitme
is low.

In addition to fluctuating coffee prices, managetrssiieves that the Company's future results ofatpens and earnings could be
significantly impacted by other factors such aseéased competition within the specialty coffee stdy fluctuating dairy prices, the
Company's ability to find optimal store locationidavorable lease rates, increased costs assoeigtedpening and operating retail stores
the Company's continued ability to hire, train aethin qualified personne



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

The majority of the Company's revenue, expensecapilal purchasing activities are transacted intd¢hStates dollars. However, because a
portion of the Company's operations consists a¥ities outside of the United States, the Compaay tnansactions in other currencies,
primarily the Canadian dollar, British pound angai@ese yen. As part of its risk management strategyCompany frequently evaluates its
foreign currency exchange risk by monitoring madatia and external factors that may influence exgbaate fluctuations. As a result,
Starbucks may engage in transactions involvingougrderivative instruments, with maturities gerlgnabt exceeding five years, to hedge
assets, liabilities, revenues and purchases dembedinn foreign currencies. During fiscal 2002, @@mpany entered into forward foreign
exchange contracts that qualify as cash flow hedgdsr SFAS No. 133, "Accounting for Derivativethugnents and Hedging Activities," to
hedge a portion of anticipated international rexwenn addition, Starbucks entered into a forwareiffn exchange contract that qualifies as a
hedge of its net investment in a foreign operatidrese contracts expire within 24 months.

EQUITY SECURITY PRICE RISK

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

INTEREST RATE RISK

The Company's diversified available-for-sale pditfeonsists mainly of fixed income instruments elgrimary objectives of these
investments are to preserve capital and liquiditiailable-for-sale securities are of investmentdgrand are recorded on the balance sheet at
fair value with unrealized gains and losses reploaea separate component of ((Accumulated othepahensive income/loss.)) The
Company does not hedge its interest rate exposure.

SEASONALITY AND QUARTERLY RESULTS

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

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 require management's most diffisubjective or complex judgments, often as alteduihe need to make estimates abou
effect of matters that are inherently uncertainlginents and uncertainties affecting the applicadifothose policies may result in materially
different amounts being reported under differemtditions or using different assumptions.

Starbucks considers its policy on impairment ofjldined assets to be most critical in understandiggjudgments that are involved in
preparing its consolidated financial statements.

Impairment of Long-Lived Assets

When facts and circumstances indicate that thgicarvalues of long-lived assets, including intdolgs, may be impaired, an evaluation of
recoverability is performed by comparing the cargyvalue of the assets to projected future castsfia addition to other quantitative and
qualitative analyses. Upon indication that theyiag value of such assets may not be recoverai@eCbmpany recognizes an impairment
loss as a charge against current operations. Ryopéant and equipment assets are grouped abwhest level for which there are identifiable
cash flows when assessing impairment. Cash flow



retail assets are identified at the individual stiewvel. Long-lived assets to be disposed of grerted at the lower of their carrying amount or
fair value, less estimated costs to sell. Judgmmate by the Company related to the expected ukbeslof long-lived assets and the ability
of the Company to realize undiscounted cash flowexcess of the carrying amounts of such assetsffaeted by factors such as the ongoing
maintenance and improvements of the assets, chamgesnomic conditions and changes in operatimfppeance. As the Company asse:
the ongoing expected cash flows and carrying ansooiits long-lived assets, these factors couledahe Company to realize material
impairment charges.

NEW ACCOUNTING STANDARDS

In July 2001, the Financial Accounting Standardaifiq"FASB") issued SFAS No. 142, "Goodwill and @tlntangible Assets." SFAS No.
142 requires, among other things, the use of amortization approach for purchased goodwill andaierintangibles. Goodwill and certain
intangibles with indefinite lives will not be amied but instead will be reviewed for impairmentestst annually. Remaining intangibles v
finite useful lives will continue to be amortizels of September 29, 2002, the Company had goodwdlother intangible assets, net of
accumulated amortization, of $19.9 million and $®iflion, respectively, which are subject to thersitional assessment provisions of SFAS
No. 142. The adoption of SFAS No. 142 on SepterBbe2002, will not have a material impact on futtesults of operations or tl
Company's financial position.

In August 2001, the FASB issued SFAS No. 144, "Arting for the Impairment or Disposal of Lohg«ed Assets,"” which supercedes SF
No. 121, "Accounting for the Impairment of Lc-Lived Assets and for Long-Lived Assets to Be Disgab Of." SFAS No. 144 retains the
fundamental provisions of SFAS No. 121, but setthfoew criteria for asset classification and beadthe scope of qualifying discontinued
operations. The Company's adoption of SFAS No.dm&eptember 30, 2002 will not have a material chpa the Company's consolidated
financial position and results of operations.

In November 2001, FASB issued Emerging Issues Fasge ("EITF") No. 01-14, "Income Statement Chagdzation of Reimbursements
Received for "Out-of-Pocket' Expenses Incurredi$ Tésue clarifies the FASB staff's position thihteimbursements received for incidental
expenses incurred in conjunction with providingvesas as part of a company's centralgming operations should be characterized as re\
in the income statement. The Company adopted EIGFON-14 on December 31, 2001, and it did not lzar®aterial impact on the
Company's consolidated results of operations.

In November 2002, the FASB issued Interpretation M "Guarantor's Accounting and Disclosure Remagnts for Guarantees, Including
Indirect Guarantees of Indebtedness of Others,thvllaborates on existing disclosure of most guaes and clarifies when a company n
recognize an initial liability for the fair valud obligations it assumes under guarantee agreememsinitial recognition and measurement
provisions apply on a prospective basis to guaesnitessued or modified after December 31, 2002.di$eosure requirements of the
Interpretation are effective for the Company'sdisear 2003. Starbucks does not expect the adopfithis Interpretation to have a material
impact on the Company's financial position or disares



CONSOLIDATED STATEMENTS OF EARNINGS

In thousands, except earnings per share

Fiscal year ended Sept 29, 2002 Sept 30,2001 Oct 1, 2000
Net revenues:
Retail $ 2,792,904 $ 2,229,594 $ 1,823,607
Specialty 496,004 419,386 354,007

Total net revenues 3,288,908 2,648,980 2,177,614
Cost of sales and related occupancy costs 1,350,011 1,112,785 961,885
Store operating expenses 1,121,108 875,473 704,898
Other operating expenses 127,178 93,326 78,445
Depreciation and amortization expenses 205,557 163,501 130,232
General and administrative expenses 202,161 151,416 110,202
Income from equity investees 35,832 28,615 20,300
Operating income 318,725 281,094 212,252
Interest and other income, net 9,300 10,768 7,110
Internet-related investment losses - 2,940 58,792
Gain on sale of investment 13,361 -- -
Earnings before income taxes 341,386 288,922 160,570
Income taxes 126,313 107,712 66,006

Net earnings $ 215,073 $ 181,210 $ 94,564
Net earnings per common share - basic $ 056 $ 0.48 $ 0.25
Net earnings per common share - diluted $ 054 $ 0.46 $ 0.24
Weighted average shares outstanding:

Basic 385,575 380,566 371,191

Diluted 397,526 394,349 385,999

See Notes to Consolidated Financial Statements.



CONSOLIDATED BALANCE SHEETS

In thousands, except share data

ASSETS

Current assets:
Cash and cash equivalents
Short-term investments - Available-for-sale s
Short-term investments - Trading securities
Accounts receivable, net of allowances of $3,
Inventories
Prepaid expenses and other current assets
Deferred income taxes, net

Total current assets
Equity and other investments
Property, plant and equipment, net
Other assets
Goodwill, net

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable
Checks drawn in excess of bank balances
Accrued compensation and related costs
Accrued occupancy costs
Accrued taxes
Other accrued expenses
Deferred revenue
Current portion of long-term debt

Total current liabilities
Deferred income taxes, net
Long-term debt
Other long-term liabilities
Shareholders' equity:

Common stock and additional paid-in capital -
issued and outstanding, 388,228,592 and 380
(includes 1,697,100 common stock units in b

Other additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Total shareholders' equity

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

See Notes to Consolidated Financial Statemen

Sept 29, 2002

$ 174,572 $ 113,237
ecurities 217,302 101,399
10,360 5,913
680 and $4,590, respectively 97,573 90,425
263,174 221,253
42,351 29,829
42,206 31,869
847,538 593,925
105,986 63,097
1,265,756 1,135,784
53,554 31,868
19,902 21,845
$ 2,292,736 $ 1,846,519
$ 135,994 $ 127,905
74,895 61,987
105,899 81,458
51,195 35,835
54,244 70,346
72,289 40,117
42,264 26,919
710 697
537,490 445,264
22,496 19,133
5,076 5,786
1,036 409

Authorized, 600,000,000 shares;
,044,042 shares, respectively

oth years) 891,040 791,622
39,393 -
804,786 589,713
(8,581 ) (5,408)
1,726,638 1,375,927
$ 2,292,736 $ 1,846,519




CONSOLIDATED STATEMENTS OF CASH FLOWS

In thousands

Fiscal year ended Sept 29, 2002 Sept 30,2001 Oct 1, 2000
OPERATING ACTIVITIES:
Net earnings $ 215,073 $ 181,210 $ 94,564
Adjustments to reconcile net earnings to net cash p rovided
by operating activities:
Depreciation and amortization 221,141 177,087 142,171
Gain on sale of investment (13,361) - -
Internet-related investment losses - 2,940 58,792
Provision for impairment and asset disposals 26,852 11,044 5,753
Deferred income taxes, net (6,088) (6,068) (18,252)
Equity in income of investees (21,972) (15,713) (15,139)
Tax benefit from exercise of non-qualified st ock options 44,199 30,899 31,131
Cash provided/(used) by changes in operating assets and liabilities:
Net purchases of trading securities (5,699) (4,032) (1,414)
Accounts receivable (6,703) (20,399) (25,013)
Inventories (41,379) (19,704) (19,495)
Prepaid expenses and other current asset S (12,460) (10,919) 885
Accounts payable 5,463 54,117 15,561
Accrued compensation and related costs 24,087 12,098 25,415
Accrued occupancy costs 15,343 6,797 6,007
Accrued taxes (16,154) 34,548 5,026
Deferred revenue 15,321 19,594 6,836
Other accrued expenses 34,022 2,806 5,746
Net cash provided by operating activities 477,685 456,305 318,574
INVESTING ACTIVITIES:
Purchase of available-for-sale securities (339,968) (184,187) (118,501)
Maturity of available-for-sale securities 78,349 93,500 58,750
Sale of available-for-sale securities 144,760 46,931 49,238
Purchase of businesses, net of cash acquired - - (13,522)
Additions to equity and other investments (6,137) (12,874) (43,930)
Proceeds from sale of equity investment 14,843 - -
Distributions from equity investees 22,834 16,863 14,279
Additions to property, plant and equipment (375,474) (384,215) (316,450)
Additions to other assets (24,547) (4,550) (3,096)
Net cash used by investing activities (485,340) (428,532) (373,232)
FINANCING ACTIVITIES:
Increase/(decrease) in cash provided by checks drawn in excess of bank balances 12,908 5,655 (7,479)
Proceeds from sale of common stock under emplo yee stock purchase plan 16,191 12,977 10,258
Proceeds from exercise of stock options 91,276 46,662 58,463
Principal payments on long-term debt (697) (685) (1,889)
Repurchase of common stock (52,248) (49,788) --
Net cash provided by financing activities 67,430 14,821 59,353
Effect of exchange rate changes on cash and cash eq uivalents 1,560 (174) (297)
Net increase in cash and cash equivalents 61,335 42,420 4,398
CASH AND CASH EQUIVALENTS:
Beginning of year 113,237 70,817 66,419
End of year $ 174,572 $ 113,237 $ 70,817

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the year for:
Interest $ 303 $ 432 % 411
Income taxes 105,339 47,690 51,856

See Notes to Consolidated Financial Statements.



CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

In thousands, except share data

Share

Balance, October 3, 1999
Net earnings
Unrealized holding losses, net
Translation adjustment

Comprehensive income
Exercise of stock options,

including tax benefit of $31,131
Sale of common stock

366,564

8,943
807

Balance, October 1, 2000
Net earnings
Unrealized holding gains, net
Translation adjustment

Comprehensive income

Exercise of stock options,
including tax benefit of $ 30,899

Sale of common stock

Repurchase of common stock

376,315

6,289
813
(3,375

Balance, September 30, 2001
Net earnings
Unrealized holding losses, net
Translation adjustment

Comprehensive income

380,044

Equity adjustment related to equity

investee transaction
Exercise of stock options,
including tax benefit of $44,199
Sale of common stock
Repurchase of common stock

9,830
991
(2,637

Balance, September 29, 2002

See Notes to Consolidated Financial Statements.

388,228

Additional
ommon Stock Paid-In Retained
s Amount Capital Earnings

190 $ 366 $ 650,654 $ 313,939

- -~ 94564
,570 9 89,585 -
,542 1 10,257 -
,302 376 750,496 408,503
- - - 181,210
,892 6 77,555 -
848 1 12976 -
,000) (3)  (49,785) -
042 380 791,242 589,713
- - -~ 215073
- -~ 39,393 -
136 10 135,465 -
742 1 16,190 -
328) (B)  (52,245) -

592 $ 388 $ 930,045 $ 804,786

Accumulated

Other

Comprehensive

Income/(Loss)  Total

$ (3,946) $ 961,013
- 94,564
(163) (163)
(6,867) (6,867)

(10,976) 1,148,399
- 181,210
2,087 2,087
3,481 3,481

~ 77,561
—- 12,977
-~ (49,788)
(5.408) 1,375,927
-~ 215073
(1,509)  (1,509)
(1.664)  (1,664)

- 39,393

-~ 135475
~ 16,191
~  (52,248)



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years ended September 29, 2002, September 30, 2081 October 1, 2000
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of Business

Starbucks Corporation (together with its subsiésrl'Starbucks" or the "Company") purchases anstsddaghguality whole bean coffees a
sells them, along with fresh, rich-brewed coffdtdian-style espresso beverages, cold blendedrages, a variety of pastries and
confections, coffee-related accessories and equipraeselection of premium teas and a line of cangecs primarily through its Company-
operated retail stores. Starbucks sells coffegemgroducts through other channels of distribytaond, through certain of its equity investe
Starbucks also produces and sells bottled Frappo®) and Starbucks DoubleShot(TM) coffee drinkd arine of premium ice creams.
These non-retail channels are collectively knowhSpecialty Operations.” The Company's objectivimigstablish Starbucks as the most
recognized and respected brand in the world. Teegelthis goal, the Company plans to continue ragjshnsion of its retail operations, gr
its Specialty Operations and selectively pursuerotipportunities to leverage the Starbucks brar@utih the introduction of new products
and the development of new distribution channels.

Principles of Consolidation

The consolidated financial statements reflect iharfcial position and operating results of Starlsuekhich includes wholly owned
subsidiaries and investees controlled by the Compan

Investments in entities which the Company doescootrol, but has the ability to exercise significariluence over operating and financial
policies, are accounted for under the equity methogestments in entities in which Starbucks dogtshave the ability to exercise significant
influence are accounted for under the cost method.

All significant intercompany transactions have beéminated.
Fiscal Year-End

The Company's fiscal year ends on the Sunday ¢los&eptember 30. The fiscal years ended Septe®h@002, September 30, 2001, and
October 1, 2000, each included 52 weeks.

Estimates and Assumptions

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

Cash and Cash Equivalents
The Company considers all highly liquid instrumentth a maturity of three months or less at theetiofi purchase to be cash equivalents.
Cash Management

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

Short-term Investments

The Company's short-term investments, which gelydnalve maturities of more than three months asd than one year, consist primarily of
investment-grade marketable debt and equity séesias well as bond and equity mutual funds, allloith are classified as trading or
available-for-sale. Trading securities are recorakefdir value with unrealized holding gains ansskes included in net earnings. Available-for-
sale securities are recorded at fair value, andalized holding gains and losses are recordedfriak, as a separate component of
accumulated other comprehensive income. Unrealassts are charged against net earnings wheniaalecfair value is determined to be
other than temporary. Realized gains and losseacaaunted 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 stiertn maturity of those instruments. The fair ve
of the Company's investments in marketable debeauity securities as well as bond and equity mdtuals is based upon the quoted
market price on the last business day of the figeat.



For equity securities of companies that are priydield, or where an observable quoted market gtz not exist, the Company estimates
fair value using a variety of valuation methodo&gjiSuch methodologies include comparing the dgawith securities of publicly traded
companies in similar lines of business, applyingereie multiples to estimated future operating tedor the private company and estimating
discounted cash flows for that company. For furtharmation on investments, see Notes 4 and 7.cEng/ing value of long-term debt
approximates fair value.

Derivative Instruments

The Company manages its exposure to foreign cuynasic within the consolidated financial statemestsording to a hedging policy. Under
the policy, Starbucks may engage in transactionslng various derivative instruments with matiait generally not longer than five years,
to hedge assets, liabilities, revenues and purshdeominated in foreign currencies.

The Company follows Statement of Financial Accoumtstandards ("SFAS") No. 133, "Accounting for Dative Instruments and Hedging
Activities," as amended and interpreted, which nexputhat all derivatives be recorded on the baaieet at fair value. The accounting for
changes in the fair value of derivative instrumetgpends on the intended use and resulting degignahe Company designates its
derivatives based upon the criteria establisheBB4S No. 133. For a derivative designated as avédire hedge, the gain or loss generated
from the change in fair value is recognized inewnings in the period of change together withatffgetting loss or gain on the hedged item.
For a derivative designated as a cash flow hetigegffective portion of the derivative's gain asdas initially reported as a component of
other comprehensive income ("OCI") and subsequeatiassified into net earnings when the hedgedsxe affects net earnings. For a
derivative designated as a net investment hedgesftactive portion of the derivative's gain ordas reported as a component of the foreign
currency translation adjustment, a component of. Gt a derivative not designated as a hedgingumsnt, the gain or loss is recognized in
net earnings in the period of change.

Cash flow hedges related to anticipated transastioa designated and documented at the inceptieaabf hedge by matching the terms o
contract to the underlying transaction. Once eithbéd, cash flow hedges are generally not remowéitimaturity. The Company classifies
the cash flows from hedging transactions in theesaategory as the cash flows from the respectidgdaitems.

Forward contract effectiveness for cash flow hedgesiculated by comparing the fair value of thateact to the change in value of the
anticipated transaction using forward rates on athig basis. For net investment hedges, the spsptd method is used to calculate
effectiveness. Any ineffectiveness is recognizethediately in "Interest and other income, net" andlacompanying consolidated statements
of earnings.

Inventories
Inventories are stated at the lower of cost (prilpanoving average cost) or market.
Property, Plant and Equipment

Property, plant and equipment are carried at esst dccumulated depreciation. Depreciation of ptgpelant and equipment, which includes
assets under capital leases, is provided on tagktrline method over estimated useful lives, gaiheranging from two to seven years for
equipment and 30 to 40 years for buildings. Leakkingprovements are amortized over the shorteheif testimated useful lives or the
related lease life, generally ten years. The portibdepreciation expense related to productiondisigibution facilities is included in "Cost
sales and related occupancy costs" on the accornmgaognsolidated statements of earnings. The afsepairs and maintenance are
expensed when incurred, while expenditures forbé$tments and improvements that significantly dthe productive capacity or extend
the useful life of an asset are capitalized. Whesets are retired or sold, the asset cost anédedaicumulated depreciation are eliminated
with any remaining gain or loss reflected in nehaas.

Gooduwill and Other Intangible Assets

The Company's intangible assets mainly consisboflgill, trademarks, patents and copyrights. Theesseets are amortized on a straight-line
basis over the period of expected benefit, whiclyes from ten to twenty years. Starbucks will adgipAS No. 142, "Goodwill and Other
Intangible Assets" in fiscal 2003. Accordingly, glwadll and certain intangibles with indefinite livesll not be amortized but instead will be
reviewed for impairment at least annually. Remajriimtangibles with finite useful lives will contieuto be amortized. As of September 29,
2002, Starbucks had goodwill and other intangilsteess, net of accumulated amortization, of $19IBamiand $9.9 million, respectively,
which are subject to the transitional assessmentigions of SFAS No. 142. The Company's managehmantletermined that the adoption of
SFAS No. 142 will not have a material impact orutessof operations or the Company's consolidatedrftial position



Long-lived Assets

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

Revenue Recognition

In most instances, retail store revenues are rézegrnvhen payment is tendered at the point of s&eenues from stored value cards are
recognized upon redemption. Until the redemptiostofed value cards, outstanding customer balamtssich cards are included in
"Deferred revenue" on the accompanying consolidadance sheets. Specialty revenues, consistinglyrai product sales, are generally
recognized upon receipt by customers. Initial neftndable fees required under licensing agreensstearned upon substantial performi
of services. Royalty revenues based upon a pegenfasales and other continuing fees are recodnideen earned. All revenues are
recognized net of any discounts.

Advertising

The Company expenses costs of advertising thetifinst the advertising campaign takes place, exioeirect-to-consumer advertising,
which is capitalized and amortized over its expagteriod of future benefit, generally six to twelmenths. Net capitalized direct-to-
consumer advertising costs were $0.8 million an® $aillion as of September 29, 2002, and Septer&®e2001, respectively, and are
included in "Prepaid expenses and other currertsissn the accompanying consolidated balance shEetal advertising expenses, recor
in "Store operating expenses" and "Other operaipgnses,” on the accompanying consolidated statsroearnings were $25.6 million,
$28.8 million and $32.6 million in 2002, 2001 ar@DP, respectively.

Store Preopening Expenses
Costs incurred in connection with the start-up praimotion of new store openings are expensed asratt.
Rent Expense

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

Stock-based Compensation

The Company accounts for stock-based compensatiog the intrinsic value method prescribed in Actdmg Principles Board Opinion
("APB") No. 25, "Accounting for Stock Issued to Eloyees." Compensation cost for stock options, ¥, & measured by the excess of the
guoted market price of the Company's stock at #te df grant over the amount an employee mustgagduire the stock. SFAS No. 123,
"Accounting for Stock-Based Compensation," esthblisaccounting and disclosure requirements usfag-aalue based method of
accounting for stock-based employee compensatamsplThe Company follows the disclosure requiremehSFAS No. 123, see Note 12,
and intends to disclose stock-based compensatiommiation quarterly in fiscal 2003.

Foreign Currency Translation

The Company's international operations use theallourrency as their functional currency. Asseis lz@bilities are translated at exchange
rates in effect at the balance sheet date. Incordegpense accounts are translated at the averaghlsnexchange rates during the year.
Resulting translation adjustments are recordedseparate component of accumulated other comprigleeinsome.

Income Taxes

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

Stock Split

On April 27, 2001, the Company effected a two-faetock split of its $0.001 par value common stiockolders of record on March 30,
2001. All applicable share and -share data in these consolidated financial statenf@ve been restated to give effect to this séptik



Earnings Per Share

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

Recent Accounting Pronouncements

In August 2001, the Financial Accounting Standd@dard ("FASB") issued SFAS No. 144, "Accounting fioe Impairment or Disposal of
Long-Lived Assets," which supercedes SFAS No. 1&&counting for the Impairment of Long-Lived Asseisd for Longtived Assets to B
Disposed Of." SFAS No. 144 retains the fundamemmavisions of SFAS No. 121, but sets forth newecrét for asset classification and
broadens the scope of qualifying discontinued djmara. The Company's adoption of SFAS No. 144 gutéSeber 30, 2002 will not have a
material impact on the Company's consolidated firmosition and results of operations.

In November 2001, FASB issued Emerging Issues Fas&e ("EITF") No. 01-14, "Income Statement Chagdezation of Reimbursements
Received for "Out-of-Pocket' Expenses Incurredis Tésue clarifies the FASB staff's position thihteimbursements received for incidental
expenses incurred in conjunction with providingviess as part of a company's centralgming operations should be characterized as re\
in the income statement. The Company adopted EIGFON-14 on December 31, 2001, and it did not lzar®aterial impact on the
Company's consolidated results of operations.

In November 2002, the FASB issued Interpretation M) "Guarantor's Accounting and Disclosure Resqngnts for Guarantees, Including
Indirect Guarantees of Indebtedness of Others,thvaiaborates on existing disclosure of most guaesn and clarifies when a company n
recognize an initial liability for the fair valud obligations it assumes under guarantee agreememsinitial recognition and measurement
provisions apply on a prospective basis to guaesntsued or modified after December 31, 2002.diseosure requirements of the
Interpretation are effective for the Company'sdigear 2003. Starbucks does not expect the adopfithis Interpretation to have a material
impact on the Company's consolidated financialtfmsbr disclosures.

Reclassifications
Certain reclassifications of prior years' balarntage been made to conform to the fiscal 2002 ptagen.
NOTE 2: BUSINESS COMBINATIONS

During fiscal 2000, Starbucks acquired the outstamdtock of Tympanum, Inc. (d/b/a "Hear Music")nasic retailer, and Coffee Partners
Co. Ltd., the company licensed to operate Starbstkes in Thailand. The combined purchase pricénfese two acquisitions was $14.1
million. The acquisitions were accounted for unidher purchase method of accounting. Results of tipesaof the acquired companies are
included on the accompanying consolidated finarstatiements from the dates of acquisition. Themewe business combinations during
fiscal 2001 and 2002.

NOTE 3: CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of the folloimghousands):

Sept 29, 2002  Sept 30, 2001

Operating funds and interest-bearing deposits $ 163,592 $ 51,164
Commercial paper - 1,698
Money market funds 10,980 60,375

Total $ 174572 $ 113,237




NOTE 4: SHORT-TERM INVESTMENTS

The Company's short-term investments consist ofath@wing (in thousands):

September 29, 2002:

Short-term investments - available-for-sale securit
State and local government obligations
U.S. government obligations
Mutual funds
Commercial paper

Total
Short-term investments - trading securities

Total short-term investments

September 30, 2001:

Short-term investments - available-for-sale securit
U.S. government obligations
Commercial paper
Marketable equity securities

Total
Short-term investments - trading securities

Total short-term investments

Gross Gross

Unrealized Unrealized

Amortized Holding Holding
Cost Gains Losses
ies:
$155471 $ 244 $ (16)
2,406 4 -
32,000 211 --
26,982 - -
$216,859 $ 459 $ (16)
13,210
$ 230,069
Gross Gross

Unrealized Unrealized

Amortized Holding Holding
Cost Gains Losses
ies:
$ 1999 $ 18 $
98,000 1,332 -
250 (200)
$100,249 $ 1350 $ (200)
7,448
$ 107,697

$ 155,699
2,410
32,211
26,982

$ 217,302
10,360

5,913

In fiscal 2002, 2001 and 2000, proceeds from the @investment securities were $144.8 milliong $4million and $49.2 million,
respectively. Gross realized gains from the salkeecfirities were $1.7 million in 2002. There weoggnoss realized losses in 2002, and gross
realized gains and losses from the sale of seesinitiere not material in 2001 and 2000.

During fiscal 2001 and 2000, the Company recogniasses of $0.9 million and $6.8 million, respeeljy on its investment in the common
stock of Liveworld, Inc. (previously known as Tdllty, Inc.), due to impairments that were deterrdibg management to be other than

temporary.

The trading securities are comprised mainly of ratakle equity mutual funds designated to approxerttee Company's liability under the

Management Deferred Compensation Plan. The comelspg deferred compensation liability of $10.4 roitl in fiscal 2002 and $6.0 million
in fiscal 2001 is included in "Accrued compensation related costs" on the accompanying consotidadéance sheets. In fiscal 2002 and
2001, the changes in net unrealized holding losstee trading portfolio included in earnings wé&%3 million and $1.9 million, respective

NOTE 5: DERIVATIVE FINANCIAL INSTRUMENTS

Cash Flow Hedges

During fiscal 2001 and 2002, the Company entertmlforward foreign exchange contracts that qualgycash flow hedges under SFAS No.
133 to hedge portions of anticipated product aydltg revenues denominated in Japanese yen anddfaandollars. These contracts expire
within 24 months. The Company had accumulated eetative gains of $0.8 million, net of taxes, ither comprehensive income as of
September 29, 2002, related to cash flow hedgethi®©&mount, $0.3 million of net derivative lossel be reclassified into net earnings
within 12 months. There was no ineffectivenessteeldo cash flow hedges for the fiscal years erf®@atember 29, 2002, and September 30,

2001.

Net Investment Hedges

During fiscal 2001 and 2002, the Company entertmiforward foreign exchange contracts that qualgyhedges of the Company's net
investment in Starbucks Coffee Japan, Ltd. Thes&racts expire within 19 months and are intendealitumize foreign currency exposure
fluctuations in the Japanese yen. As a result iofguhe spot-to-spot method, the Company recogniedjains of $1.8 million and $1.4
million during the fiscal years ended September22®2, and September 30, 2001, respectively. litiaddthe Company had accumulated

net derivative losses of $0.5 million, net of tagxesother comprehensive income as of Septembe2 .



NOTE 6: INVENTORIES

Inventories consist of the following (in thousands)

Se pt 29,2002 Sept 30, 2001
Coffee:
Unroasted $ 128,173 $ 98,557
Roasted 35,770 33,958
Other merchandise held for sale 65,403 63,458
Packaging and other supplies 33,828 25,280
Total $ 263,174 $ 221,253

The increase in inventories is consistent withGoeenpany's overall retail store growth.

As of September 29, 2002, the Company had fixecepriventory purchase contracts for green coffeditg approximately $242.2 million.
The Company believes, based on relationships éstiabl with its suppliers in the past, that the askon-delivery on such purchase
commitments is low.

NOTE 7: EQUITY AND OTHER INVESTMENTS

The Company's equity and other investments coasibie following (in thousands):

Sept 29, 2002 Sept 30, 2001 Oct 1, 2000
Equity method investments $ 94,698 $ 57,758 $ 51,268
Cost method investments 9,086 3,118 783
Other investments 2,202 2,221 3,788
Total $ 105,986 $ 63,097 $ 55,839

Equity Method

The Company's equity investees and ownership isteesere as follows:

Sept 29, 2002 Sept 30, 2001 Oct 1, 2000
North American Coffee Partnership 50.0% 50.0% 50.0%
The Starbucks Ice Cream Partnership 50.0% 50.0% 50.0%
Starbucks Coffee Japan, Ltd. 40.1% 50.0% 50.0%
Starbucks Coffee Korea Co., Ltd. 50.0% 50.0% -
Coffee Partners Hawaii 5.0% 5.0% 5.0%

The Company has two partnerships to produce amdbdite Starbucks branded products. The North AcaeriCoffee Partnership with the
Pepsi-Cola Company develops and distributes baftagpuccino and Starbucks DoubleShot coffee drifike Starbucks Ice Cream
Partnership with Dreyer's Grand Ice Cream, Incetlys and distributes premium ice creams.

The Company is an equity owner in several othatiesthat operate licensed Starbucks retail sfanetuding Starbucks Coffee Japan, Ltd.,
Starbucks Coffee Korea Co., Ltd., and Coffee Pasthlawaii, a general partnership.

On October 10, 2001, the Company sold 30,000 ahigses of Starbucks Coffee Japan, Ltd. ("Starbdagan") at approximately $495 per
share, net of related costs. In connection with $hile, the Company received cash proceeds of &iilliéh and recorded a gain of $13.4
million on the accompanying consolidated statenoéearnings. The Company's ownership interestambsicks Japan was reduced from
50.0% to 47.5% following the sale of the shares.

Also on October 10, 2001, Starbucks Japan issu@®@@ shares of common stock at approximately $495hare, net of related costs, in an
initial public offering in Japan. In connection twithis offering, the Company's ownership interasstarbucks Japan was reduced from 47.5%
to 40.1%. Starbucks recorded "Other additional {raichpital" on the accompanying consolidated bedasheet of $39.4 million, reflecting

the increase in value of its share of the net assebtarbucks Japan related to the stock offefsgpf September 29, 2002, the quoted closing
price of Starbucks Japan shares was approxima28g fier share



The Company's share of income and losses is ingliddncome from equity investees" on the acconypranconsolidated statements of
earnings. Also included is the Company's propodiershare of gross margin resulting from coffeea@hedr product sales to, and royalty and
license fee revenues generated from, equity ingesfRevenues generated from these re



parties, net of eliminations, were $57.1 milliod0$6 million and $27.0 million in fiscal 2002, 208hd 2000, respectively. Related costs of
sales, net of eliminations, were $32.8 million, Eillion and $19.4 million in fiscal 2002, 2000ca2000, respectively.

Cost Method

Starbucks has equity interests in entities to dgv&itarbucks retail stores in Taiwan, China, Aastéwitzerland, Puerto Rico, Germany,
Spain, Mexico, Greece and Israel. Starbucks haalitiéy to acquire additional interests in its togethod investees at certain intervals du
each respective development period. Depending®tmpany's total percentage ownership interesitamdbility to exercise significant
influence, additional investments may require #teoactive application of the equity method of astng.

Other Investments
Starbucks has investments in privately held ecgegyurities that are recorded at their estimated/&iles.

In fiscal 1999 and 2000, the Company invested $&0l®n in living.com, Inc. ("living.com"), an ome furniture retailer, $10.0 million in
Cooking.com, Inc. ("Cooking.com"), a privately haMEb-based retailer of cookware, accessories agdlafy foods and provider of
information about cooking, and $25.0 million in Koa.com, an Internet-to-door delivery service favdpentertainment and convenience
items. During fiscal 2000 and 2001, the Compangmeined that these investments had suffered declinealue that were other than
temporary. As a result, the Company recognizeccbs$ $52.0 million to reduce its investments uiniy.com, Cooking.com and Kozmo.com
to their aggregate fair value as of October 1, 2@Ading fiscal 2001, Starbucks recognized a losaling $2.0 million to write off its
remaining investment in Kozmo.com. There were ne$timent write-offs in fiscal 2002.

NOTE 8: PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are recorded atazastonsist of the following (in thousands):

Se pt 29, 2002  Sept 30, 2001
Land $ 11,310 $ 6,023
Buildings 30,961 19,795
Leasehold improvements 1,131,382 960,732
Roasting and store equipment 516,129 421,150
Furniture, fixtures and other 282,068 239,900
1,971,850 1,647,600
Less accumulated depreciation and amortization (814,427) (605,247)
1,157,423 1,042,353
Work in progress 108,333 93,431
Property, plant and equipment, net $ 1,265,756 $ 1,135,784

The increase in property, plant and equipment fBaptember 30, 2001, to September 29, 2002, is ynairdsult of opening new Company-
operated retail stores, remodeling certain exisstoges, and purchasing land and constructing tmepgainy's new roasting and distribution
facility in Nevada.

NOTE 9: LONG-TERM DEBT

In September 1999, the Company purchased the lshd@lding comprising its York County, Pennsyhanioasting plant and distribution
facility. The total purchase price was $12.9 millibn connection with this purchase, the Compasymed loans totaling $7.7 million from
the York County Industrial Development Corporati®he remaining maturities of these loans range ffam 8 years, with interest rates from
0.0% to 2.0%.

Scheduled principal payments on long-term debaar®llows (in thousands):

Fiscal year ending

2003 $ 710
2004 722
2005 735
2006 748
2007 762
Thereafter 2,109

Total principal payments $5,786






NOTE 10: LEASES

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

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

Fiscal year ended Sept 29, 2002 Sept 30, 2001 Oct 1, 2000
Minimum rentals - Retail $ 200,827 $ 150,510 $ 114,239
Minimum rentals - Other 19,143 16,033 12,910
Contingent rentals 5,415 4,018 3,743
Total $ 225,385 $ 170,561 $ 130,892

Minimum future rental payments under non-canceléddse obligations as of September 29, 2002, ai@laews (in thousands):

Fiscal year ending

2003 $ 248,016
2004 243,519
2005 232,641
2006 219,384
2007 203,395
Thereafter 863,874
Total minimum lease payments $ 2,010,829

NOTE 11: SHAREHOLDERS' EQUITY

During fiscal 2001, the Company amended and resbsitgérticles of Incorporation to, among othemths, change the par value of the
Company's common stock and preferred stock fropanoalue per share to $0.001 par value per share.

In addition to 600.0 million shares of authorizexintnon stock, the Company has authorized 7.5 mislwares of preferred stock, none of
which was outstanding at September 29, 2002.

In September 2001, the Company's Board of Dire@ppoved a plan to repurchase up to $60.0 mibiioilss common stock in the open
market. This plan was completed through the aciimisof 515,000 shares and 3.4 million shares dufistal years 2002 and 2001,

respectively.

In June 2002, the Board of Directors authorizedrépeirchase of up to an additional 10.0 millionrekaf common stock. During fiscal year
2002, the Company acquired 2.1 million sharescitsa of $42.0 million, leaving 7.9 million additiahshares authorized for repurchase under

this plan as of September 29, 20



Comprehensive Income

Comprehensive income includes all changes in eqiuiting the period, except those resulting fromgeections with shareholders and
subsidiaries of the Company. It has two componergsearnings and other comprehensive income. Aalated other comprehensive loss
reported on the Company's consolidated balancessbessists of foreign currency translation adjesita and the unrealized gains and los
net of applicable taxes, on available-8ale securities and on derivative instruments deségl and qualifying as cash flow and net investi
hedges. Comprehensive income, net of related fextsf is as follows (in thousands):

Fiscal year ended Sept 29, 2002 Sep t30, 2001 Oct 1, 2000
Net earnings $ 215,073 $ 181,210 $ 94,564
Unrealized holding gains/(losses) on availabl e-for-sale securities,
net of tax benefit/(provision) of ($231), ( $434) and $52 in
2002, 2001 and 2000, respectively 394 738 (85)
Unrealized holding gains on cash flow hedges, net of tax provision
of $1,066, $683 and $0 in 2002, 2001 and 20 00, respectively 1,815 1,163
Unrealized holding gains/(losses) on net inve stment hedges, net of
tax benefit/(provision) of $415, ($109) and $0 in 2002, 2001
and 2000, respectively (706) 186
Reclassification adjustment for gains realize d in net income, net of tax
provision of $1,769, $0 and $48 in 2002, 20 01 and 2000, respectively (3,012) - (78)
Net unrealized gain/(loss) (1,509) 2,087 (163)
Translation adjustment (1,664) 3,481 (6,867)
Total comprehensive income $ 211,900 $ 186,778 $ 87,534

NOTE 12: EMPLOYEE STOCK AND BENEFIT PLANS
Stock Option Plans

The Company maintains several stock option plaaeuwhich the Company may grant incentive stockoogtand non-qualified stock
options to employees, consultants and non-empldireetors. Stock options have been granted atpdater above the fair market value on
the date of grant. Options vest and expire accgrtinerms established at the grant date.

The following summarizes all stock option transasi from October 3, 1999, through September 292200

Weighted Weighted
Average Shares Average
Shares Exercise Subject to Exercise
Subject to Price Exercisable Price
Options Per Share Options Per Share
Outstanding, October 3, 1999 45,141,102 $ 8.42 24,161,650 $ 6.78
Granted 9,410,330 12.42
Exercised (8,943,570) 6.54
Cancelled (3,718,136) 10.71
Outstanding, October 1, 2000 41,889,726 9.55 20,330,740 7.82
Granted 9,907,292 20.48
Exercised (6,289,892) 7.45
Cancelled (2,496,195) 14.22
Outstanding, September 30, 2001 43,010,931 12.13 24,407,135 9.16
Granted 10,262,709 15.79
Exercised (9,830,136) 9.29
Cancelled (2,983,701) 15.15
Outstanding, September 29, 2002 40,459,803 $ 13,55 20,975,598 $ 11.07

As of September 29, 2002, there were 34.8 milllwerss of common stock available for issuance puatdoauture stock option grant



Additional information regarding options outstarglas of September 29, 2002, is as follows:

Options Ou tstanding Options Exercisable
Weigh ted
Aver age Weighted Weighted
Remai ning Average Average
Range of Contra ctual  Exercise Exercise
Exercise Prices Shares Life ( Years)  Price Shares Price
$284 - $ 920 9,762,067 4. 05 $ 745 9,250,255 $ 7.36
9.21 - 11.63 9,577,220 6. 47 11.07 6,768,224 10.95
11.88 - 14.80 9,991,522 8. 50 14.37 1,539,580 13.00
1534 - 20.19 8,546,478 8. 10 19.70 2,389,383 19.67
20.25 - 25.11 2,582,516 8. 70 22.34 1,028,156 22.26
$284 - $2511 40,459,803 6. 87 $ 13.55 20,975,598 $ 11.07

Employee Stock Purchase Plans

The Company has an employee stock purchase plahphovides that eligible employees may contrilugeo 10% of their base earnings
towards the quarterly purchase of the Company'stemmstock. The employee's purchase price is 85#tedesser of the fair market value of
the stock on the first business day or the lasiness day of the quarterly offering period. Emplegenay purchase shares having a fair m
value of up to $25,000 (measured as of the firgtafaach quarterly offering period for each catemngkar). No compensation expense is
recorded in connection with the plan. The total benof shares issuable under the plan is 16.0anillThere were 991,742 shares issued
under the plan during fiscal 2002 at prices randiogh $12.58 to $19.81. There were 813,635 shamesed under the plan during fiscal 2001
at prices ranging from $12.70 to $18.28. There v8&#&542 shares issued under the plan during f23@0 at prices ranging from $10.19 to
$16.36. The plan has purchased a total of 4.9anibihares since inception, leaving 11.1 milliorrehavailable for future issuance. Of the
32,950 employees eligible to participate, 9,126enmrticipants in the plan as of September 29, 2002

Starbucks has an additional employee stock purgblasewvhich allows eligible United Kingdom emplogde save towards the purchase of
the Company's common stock. The plan is in compéamith applicable tax laws in the United Kingdorhe employee's purchase price is
85% of the fair value of the stock on the firstiness day of a three-year offering period. No comspéon expense was recorded in
connection with the plan during fiscal 2002. Thakoaumber of shares issuable under the plan i99600none of which have been issued as
of September 29, 2002.

Deferred Stock Plan

The Company has a deferred stock plan for certaynelnployees that enables participants in the tplalefer receipt of ownership of comn
shares from the exercise of non-qualified stockomst The minimum deferral period is five years.cAsSeptember 29, 2002, receipt of
1,697,100 shares was deferred under the termssgblim. The rights to receive these shares, repted by common stock units, are included
in the calculation of basic and diluted earningsgtere as common stock equivalents.

Accounting for Stock-based Compensation

As permitted under SFAS No. 123, "Accounting fooctBased Compensation,” the Company accountsdok-$ased compensation in
accordance with APB Opinion No. 25, "Accounting &iock Issued to Employees," and its related imggations. Accordingly, because the
grant price equals the market price on the datgait, no compensation expense is recognizeddok stptions issued to employe



Had compensation cost for the Company's stock opti@en recognized based upon the estimated fai va the grant date under the fair
value methodology prescribed by SFAS No. 123, tam@any's net earnings and earnings per share mawlel been as follows (in thousar
except earnings per share):

Pro Forma
As Under SFAS
Fiscal year ended Reported No. 123
September 29, 2002:
Net earnings $ 215,073 $ 177,627
Net earnings per common share:
Basic $ 0.56 $ 0.46
Diluted $ 0.54 $ 0.45
September 30, 2001:
Net earnings $ 181,210 $ 140,675
Net earnings per common share:
Basic $ 0.48 $ 0.37
Diluted $ 0.46 $ 0.36
October 1, 2000:
Net earnings $ 94,564 $ 66,241
Net earnings per common share:
Basic $ 0.25 $ 0.18
Diluted $ 0.24 $ 0.17

The fair value of stock-based awards to employgestimated on the date of grant using the Bladic®s option-pricing model with the
following weighted average assumptions:

Employee Stock Options Employee Stock Purchase Plan
2002 2001 2000 2002 200 1 2000
Expected life (years) 2-5 2-5 2-6 0.25 0.2 5 0.25
Expected volatility 43 - 54% 57% 55% 33-51% 41 - 49% 42 - 82%
Risk-free interest rate 1.63-4.96% 2.3 7-590% 5.65-6.87% 193-2.73% 2.35- 4.68% 5.97 - 6.40%
Expected dividend yield 0.00% 0.00% 0.00% 0.00% 0.0 0% 0.00%

The Company's valuations are based upon a mutiftien valuation approach, and forfeitures are gacxed as they occur. The Black-
Scholes option valuation model was developed feringstimating the fair value of traded optionkjali have no vesting restrictions and are
fully transferable. In addition, option valuatiorodels require the input of highly subjective asstioms, including the expected stock-price
volatility. The Company's employee stock optiongeheharacteristics significantly different from geoof traded options, and changes in the
subjective input assumptions can materially affeetfair value estimate. Because Company stocloapiio not trade on a secondary
exchange, employees can receive no value nor daniydenefit from holding stock options under thglsas without an increase, above the
grant price, in the market price of the Compantgsls Such an increase in stock price would berdifgstockholders commensurately.

As required by SFAS No. 123, the Company has détexrthat the weighted average estimated fair watd@ptions granted during fiscal
2002, 2001 and 2000 were $6.48, $8.98 and $5.33haee, respectively.

In applying SFAS No. 123, the impact of outstanditmrk options granted prior to 1996 has been eeddrom the pro forma calculations;
accordingly, the 2002 pro forma adjustments areneoessarily indicative of future period pro foradjustments.

Defined Contribution Plans

Starbucks maintains voluntary defined contribufiens covering eligible employees as defined ingllh@ documents. Participating
employees may elect to defer and contribute aqrodf their compensation to the plan up to plarnttrof approximately 19%, not to exceed
the dollar amounts set by applicable laws. Effecflanuary 1, 2003, participating employees may &deefer and contribute up to 50% of
their compensation. For certain plans, the Compaatched 25% of each employee's eligible contriloutip to a maximum of the first 4% of
each employee's compensation. Beginning April D22€he Company's matching contributions for thgonitg of its plans were increased to
a maximum of 150%, depending on participants' yebsgrvice.

The Company's matching contributions to all plaeserapproximately $3.1 million, $1.6 million and.$illion in fiscal 2002, 2001 and
2000, respectively



NOTE 13: INCOME TAXES

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

Fiscal year ended Sept 29, 2002 Sept 30,2001 Oct1, 2 000
Statutory rate 35.0% 35.0% 3 5.0%
State income taxes, net of federal income tax benef it 3.4 3.8 3.7
Valuation allowance change from prior year (0.9) 0.9 3.5
Other, net (0.5) (2.4) ( 1.1)
Effective tax rate 37.0% 37.3% 4 1.1%

The provision for income taxes consists of theofelhg (in thousands):

Fiscal year ended Sept 29, 2002 Se pt 30,2001  Oct 1, 2000
Currently payable:
Federal $ 109,154 $ 91,750 $ 70,157
State 16,820 17,656 12,500
Foreign 5,807 3,198 1,601
Deferred tax asset, net (5,468) (4,892) (18,252)
Total $ 126,313 $ 107,712 $ 66,006

Deferred income taxes or tax benefits reflect éheeffect of temporary differences between the arteaf assets and liabilities for financial
reporting purposes and amounts as measured fputoses. The Company will establish a valuatitowance if it is more likely than not
these items will either expire before the Companatile to realize their benefits, or that futurdudgibility is uncertain. Periodically, the
valuation allowance is reviewed and adjusted basemhanagement's assessments of realizable defaradsets. The valuation allowance as
of September 29, 2002, was related to losses fnreestments in majoritgpwned foreign subsidiaries; the valuation allowaas®f Septemb
30, 2001, was related to losses from investmentsajority-owned foreign subsidiaries and from Ingtrrelated companies. The tax effect of
temporary differences and carryforwards that caig@ficant portions of deferred tax assets andilitzes is as follows (in thousands):

Sept 29, 2002  Sept 30, 2001

Deferred tax assets:

Equity and other investments $ 14,026 $ 3,784
Capital loss carry forwards 6,077 17,448
Accrued occupancy costs 14,597 12,317
Accrued compensation and related costs 12,726 9,898
Other accrued expenses 16,608 7,245
Foreign tax credits 10,199 5,199
Other 6,971 164
Total 81,204 56,055
Valuation allowance (5,476) (8,704)
Total deferred tax asset, net of valuation allowanc e 75,728 47,351
Deferred tax liabilities:
Property, plant and equipment (50,819) (34,260)
Other (5,199) (355)
Total (56,018) (34,615)
Net deferred tax asset $ 19,710 $ 12,736

As of September 29, 2002, the Company had foreigreitedit carryforwards of $10.2 million with exaiion dates between fiscal years 2004
and 2008. The Company also had capital loss camwgials of $15.8 million expiring in 2006.

Taxes currently payable of $32.8 million and $5®i8ion are included in "Accrued taxes" on the aoganying consolidated balance sheets
as of September 29, 2002, and September 30, 28§dectively



NOTE 14: EARNINGS PER SHARE

The following table represents the calculation ef @arnings per common share
- basic (in thousands, except earnings per share):

Fiscal year ended Sept 29, 2002  Sept 30,2001 Oct 1, 2000

Net earnings $ 215,073 $ 181,210 $ 94,564
Weighted average common shares and common sto ck units outstanding 385,575 380,566 371,191

Net earnings per common share - basic $ 056 $ 048 $ 0.25

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

Fiscal year ended Sept 29, 2002 Sept 30, 2001 Oct 1, 2000
Net earnings $ 215,073 $ 181,210 $ 94,564
Weighted average common shares and common sto ck units outstanding 385,575 380,566 371,191
Dilutive effect of outstanding common stock o ptions 11,951 13,783 14,808
Weighted average common and common equivale nt shares outstanding 397,526 394,349 385,999
Net earnings per common and common equivalent share - diluted $ 054 $ 046 $ 024

Options with exercise prices greater than the aeenaarket price were not included in the computatibdiluted earnings per share. These
options totaled 1.8 million, 0.9 million and 0.3lkoin in fiscal 2002, 2001 and 2000, respectively.

NOTE 15: COMMITMENTS AND CONTINGENCIES

In connection with various yen denominated banksoentered into by Starbucks Coffee Japan, Ltd.Ciimpany guaranteed approximately
$11.8 million of the outstanding debt in the evehtlefault by Starbucks Coffee Japan, Ltd.

On June 20, 2001, and July 2, 2001, two purpor@ss@action lawsuits against the Company entitbede® Carr, et al. v. Starbucks
Corporation and Olivia Shields, et al. v. StarbuCksporation, were filed in the Superior Courtailifornia, Alameda and Los Angeles
Counties, respectively. On April 19, 2002, Starlsuaknounced that it had reached an agreementth® lseth lawsuits and fully resolve all
claims brought by the plaintiffs without engagimgprotracted litigation. Accordingly, Starbucksaeed an $18.0 million charge, which is
included in "General and administrative expensesthe accompanying consolidated financial stateraaarnings, for the estimated
payment of claims to eligible class members, aégsfees and costs, and costs to a third-parijmsladministrator, as well as applicable
employer payroll taxes. On December 17, 2002, ¢tidesnent was approved. Claims under the settleagneement will be paid on a "claims
made" basis. The Company expects most claims widid in the second quarter of fiscal 2003.

In addition to the California lawsuits describeaad, the Company is party to various legal proaegsiarising in the ordinary course of its
business, but it is not currently a party to amgalegoroceeding that management believes would hawaterial adverse effect on the
consolidated financial position or results of opers of the Company.

NOTE 16: SEGMENT REPORTING
The Company is organized into a number of businegs, which correspond to the Company's operategments.
North American Retall

North American Retail, which represents 92.5% tdltcetail revenues and 78.6% of total net revensielts coffee and other beverages, w
bean coffees, complementary food, coffee brewingmgent and merchandise through Company-operatei stores in the United States
and Canada.

Business Alliances

At the beginning of fiscal 2001, the Company's INgkimerican foodservice and retail store licensipgrations were combined into a single
business unit due to their common customer univanskethe determination that separate segment negaf Business Alliances was
appropriate under SFAS No. 131, "Disclosures aBegiments of an Enterprise and Related Informat



Business Alliances, which represents 44.8% of fyakialty revenues and 6.8% of total net reversedls, whole bean and ground coffees
through foodservice accounts. In addition, Busiridiances sells coffee and related products feale through North American retail store
licensing agreements and receives license feesogatties.

All other business units

The remainder of the Company's business unitsiita@ly represent less than 10% of total net reesniihese include International Retalil
(comprised of international Company-operated retaites), international retail store licensing,ogmy channel licensing, warehouse club
accounts, interactive operations, equity inveséeeksother initiatives related to the Company's targnesses. These business units are
managed and evaluated independently and do notthreequiantitative thresholds of a reportable segmeder SFAS No. 131.

Revenues from these segments include both salewaféliated customers and sales between segmehish are accounted for on a basis
consistent with sales to unaffiliated customergn$ent information has been prepared using a maregespproach that is consistent with
the basis and manner in which the Company's manageinternally reviews financial information for eqational decision making purposes.
However, intersegment revenues, consisting primafiproduct sales to and from subsidiaries andtgquethod investees, and other
intersegment transactions, which are includedéninformation presented below, have been eliminatethe accompanying consolidated
financial statements.

The accounting policies of the operating segmemrshe same as those described in the summargrafisant accounting policies in Note 1.
Operating income represents earnings before "Isitared other income, net," "Internet-related invesit losses," "Gain on sale of
investment" and "Income taxes." No allocationswdrbead, interest or income taxes are made tcethmeants. Identifiable assets by segment
are those assets used in the Company's operati@ah segment. General corporate assets inclstieaca investments, unallocated asse
the corporate headquarters and roasting facilitieterred taxes and certain intangibles. Manageenaluates performance of the segments
based on direct product sales and operating costs.

The table below presents information by operatgmgnsent (in thousands):

Intersegment

North All other  eliminations/

American Business  business  Unallocated
Fiscal year ended Retail(1 ) Alliances units(1) corporate(2) Total
Fiscal 2002:
Total net revenues $2,583,75 6 $222,410 $553,573 $(70,831) $ 3,288,908
Earnings before income taxes (1) (2) 432,51 3 56,605 63,021 (210,753) 341,386
Depreciation and amortization expenses 143,33 7 6,153 27,331 28,736 205,557
Income from equity investees - - 22,014 13,818 35,832
Identifiable assets 897,65 1 51,662 357,997 985,426 2,292,736
Fiscal 2001:
Total net revenues $2,086,35 4  $193,574 $419,843 $ (50,791) $ 2,648,980
Earnings before income taxes (1) (2) 336,43 4 50,165 70,116 (167,793) 288,922
Depreciation and amortization expenses 115,06 1 5,278 17,768 25,394 163,501
Income from equity investees - - 17,556 11,059 28,615
Identifiable assets 873,30 6 57,578 217,027 698,608 1,846,519
Fiscal 2000:
Total net revenues $1,734,92 9 $160,812 $ 305,080 $ (23,207) $2,177,614
Earnings before income taxes (1) (2) 249,92 4 43,777 53,323 (186,454) 160,570
Depreciation and amortization expenses 94,31 2 3,547 10,117 22,256 130,232
Income from equity investees - - 15,139 5,161 20,300
Identifiable assets 664,77 3 52,596 111,521 659,434 1,488,324

(1) North American Retail and International Retatjularly monitor the financial results of theirf@pany-operated retail stores and
accumulate historical operating measures to idepgfformance trends in various markets. Provisfonsong-lived asset impairment are
recorded when, among other things, retail storesiaable to generate current and future estimatdseounted cash flows in excess of asset
carrying values, consisting primarily of leasehioighrovements. Gains and losses on disposals amraed primarily through renovation
activities. As a result of these activities, Stalmirecorded provisions and net losses of $26.omjl$7.3 million and $4.4 million in fiscal
2002, 2001 and 2000, respectively.

(2) Unallocated corporate includes general and adtnative expenses, certain depreciation expemsggeneral and administrative related
assets, as well as amounts included in "Interasbémer income, net," "Internet-related investmesses," and "Gain on sale of investment"
on the accompanying consolidated statements ofregmi



The tables below represent information by geog@aptea (in thousands):

Fiscal year ended Se pt 29,2002 Sept 30,2001  Oct 1, 2000
Net Revenues from external customers:

United States $ 2,830,650 $ 2,301,013 $ 1,910,092
Foreign countries 458,258 347,967 267,522
Total $ 3,288,908 $ 2,648,980 $ 2,177,614

Revenues from foreign countries are based on ttait;m of the customers and consist primarily tditeevenues from Canada and the
United Kingdom as well as specialty revenues geadriom product sales to international licensdiscustomer accounts for 10% or more

of the Company's revenues.

Fiscal year ended Sept 29, 2002 Se pt 30,2001  Oct 1, 2000
Long-lived assets:

United States $ 1,206,101 $ 1,065,448 $ 915,762
Foreign countries 239,097 187,146 114,328
Total $ 1,445,198 $ 1,252,594 $ 1,030,090

Assets attributed to foreign countries are basetherountry in which those assets are located.
NOTE 17: QUARTERLY FINANCIAL INFORMATION (UNAUDITED )

Summarized quarterly financial information in fis2802 and 2001 is as follows (in thousands, exeaptings per share):

F irst Second Third  Fourth

2002 quarter:
Net revenues $8 05,335 $ 783,217 $835,158 $ 865,198
Operating income 92,646 48,780 87,709 89,590
Net earnings 68,355 32,077 56,174 58,467
Net earnings per common share - diluted $ 017 ¢ 008 $ 014 $ 0.15

2001 quarter:
Net revenues $6 67,387 $629,288 $662,769 $ 689,536
Operating income 76,057 50,854 71,307 82,876
Net earnings 48,995 32,210 46,757 53,248

Net earnings per common share - diluted $ 012 $ 008 $ 012 $ 0.14




MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

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

Management maintains a system of internal contmatsprocedures designed to provide reasonableasgsuthat transactions are executed in
accordance with proper authorization, transactaesproperly recorded in the Company's recordetasse safeguarded and accountability
for assets is maintained. The concept of reasorzsigrance is based on the recognition that theo€osaintaining our system of internal
accounting controls should not exceed benefits erpeto be derived from the system. Internal cdstand procedures are periodically
reviewed and revised, when appropriate, due togihgrcircumstances and requirements. In additioeGompany's internal audit departn
assesses the effectiveness and adequacy of intenmabls on a regular basis and recommends imprerés when appropriate. Management
considers the internal auditors' and independetit@s’' recommendations concerning the Compantésrial controls and takes steps to
implement those that are believed to be appropitiatiee circumstances.

Independent auditors are appointed by the Comp&uwgsd of Directors and ratified by the Companyareholders to audit the financial
statements in accordance with auditing standarderg#ly accepted in the United States of Ameriahtanndependently assess the fair
presentation of the Company's financial positiesuits of operations and cash flows. Their repopears in this Annual Report.

The Audit Committee, all of whose members are detsiirectors, is responsible for monitoring the @any's accounting and reporting
practices. The Audit Committee meets periodicalifhwnanagement, the independent auditors and thenad auditors, jointly and separate

to review financial reporting matters as well agtsure that each is properly discharging its nesipdities. The independent auditors and the
internal auditors have full and free access tocdbmmittee without the presence of management tudssthe results of their audits, the
adequacy of internal accounting controls and thaityuof financial reporting.

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

ORIN C. SMTH M CHAEL CASEY

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

chi ef adm nistrative officer

INDEPENDENT AUDITORS' REPORT

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF STARB UCKS CORPORATION
SEATTLE, WASHINGTON

We have audited the accompanying consolidated balsineets of Starbucks Corporation and subsiditiesCompany) as of September 29,
2002, and September 30, 2001, and the related lkideisal statements of earnings, shareholders'yequod cash flows for the years ended
September 29, 2002, September 30, 2001, and OctoB600. These financial statements are the radpbty of the Company's
management. Our responsibility is to express aniopion these financial statements based on outsaud

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

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company as of
September 29, 2002, and September 30, 2001, amddhks of its operations and its cash flows lier years ended September 29, 2002,
September 30, 2001, and October 1, 2000, in corifpmith accounting principles generally acceptedhie United States of America.

/s/ DELO TTE & TOUCHE LLP
DELO TTE & TOUCHE LLP
Seattle, Washington
Decenber 4, 2002



SHAREHOLDER INFORMATION
MARKET INFORMATION AND DIVIDEND POLICY

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

HIGH LOW
September 29, 2002:
Fourth Quarter $ 24.36 $ 18.63
Third Quarter 25.63 22.02
Second Quarter 24.07 19.51
First Quarter 19.91 14.56
September 30, 2001:
Fourth Quarter $ 22.77 $ 14.00
Third Quarter 23.00 18.58
Second Quarter 25.00 20.03
First Quarter 24.94 19.16

As of December 16, 2002, the Company had 11,00«&bkbklers of record. The Company has never paidlasigends on its common stock.
The Company presently intends to retain earnings$e in its business and, therefore, does natipate paying a cash dividend in the near
future.

The Company's Annual Report on Form 10-K for tisedl year ended September 29, 2002, without thibiéxithereto, may be obtained
without charge by accessing the Company's filingsvaw.sec.gov or by sending a request to Investdafons at the address, phone number
or email address below.

Quarterly information is available to all shareleklimmediately upon its release, free of chargefax, by calling 1-800-239-0317 or
through access on the Internet at www.businesssin®cnn/sbux.htm. To receive a copy by mail, plessel your request to:

INVESTOR RELATIONS

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

P.O. Box 34067

Seattle, WA 98124-1067

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

CORPORATE SOCIAL RESPONSIBILITY

Starbucks demonstrates its commitment to corp@@til responsibility ("CSR") by conducting its lmess in ways that produce social,
environmental and economic benefits to the comnesiwhere Starbucks operates. The Company aligmsiitciples for social responsibility
with its overall strategy and business operatiéssa result, Starbucks believes it delivers besédfitthe Company and its stakeholders -
partners, customers, suppliers, shareholders, cartyrmaembers and others - while distinguishing Biaks as a leader within the coffee
industry.

Providing open communication and transparency hekp£ompany be accountable to its stakeholdersupport this goal, Starbucks
publishes a CSR Annual Report. Starbucks fiscaR2ZD8R Annual Report is available online at www!sti@ks.com/aboutus/csr.asp. To
request a printed copy of the report, call 1-80®BBUC (1-800-782-7282) and dial "0" to be conneatgth a service representative, or fax
your request t0-80C-782-7286.



EXHIBIT 21
STARBUCKS CORPORATION

Starbucks New Venture Company (a Washington cotjpoaStarbucks Coffee International, Inc. (a Waghon corporation) SBI Nevada,
Inc. (a Nevada corporation) Starbucks Coffee FraBtHRL (a French limited liability company) StartikscCoffee Asia Pacific Limited (a
Hong Kong corporation) SCI Ventures, S.L. (a Spatimited liability company) SCI Europe |, Inc. {dashington corporation) SCI Europe
I, Inc. (a Washington corporation) Starbucks Ceffeading Company Sarl (a Swiss C.V.) Rain City Qa/Dutch Limited Partnership)
Starbucks Coffee EMEA B.V. (a Dutch B.V.) Starbuskanufacturing EMEA B.V. (a Dutch B.V.) Emerald Zi€.V. (a Dutch Limited
Partnership) Starbucks Manufacturing Corporatiowéshington corporation) Circadia Corporation (dadare corporation d/b/a Cafe
Starbucks in Washington and Circadia Coffee Honge@dlifornia) Starbucks U.S. Brands Corporatio€éifornia corporation) Starbucks
Foreign Sales Corporation (a Barbados corporattabucks Asset Management Corporation (a Calidocorporation) Starbucks Coffee
Holdings (UK) Limited (a UK corporation) Starbuckeffee Company (UK) Limited (a UK corporation d/[8tarbucks, Starbucks Coffee i
Starbucks Coffee Company) Seattle Coffee Compartgrfiational) Limited (a UK corporation) Torz & Matonia Limited (a UK
corporation) Tazo Tea Company (a Washington cotfmrpStarbucks Coffee Company (Australia) Pty..l(&th Australian corporation d/b/a
Starbucks, Starbucks Coffee and Starbucks Coffeep@ny) Starbucks Coffee (Thailand) Ltd. (a Thapowoation d/b/a Starbucks, Starbucks
Coffee and Starbucks Coffee Company) Starbuckse€difanada, Inc. (a Canadian Corporation) Urbane€dpportunities, LLC (a
Washington limited liability company d/b/a Starbecktarbucks Coffee and Starbucks Coffee Comg



EXHIBIT 23
INDEPENDENT AUDITORS' CONSENT
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference iniRegjion Statement Nos. 33-52524, 33-52526, 3328233-92208, 33-92184, 333-65181,
333-94987, 333-37442, 333-70648 and 333-10180&awbGcks Corporation on Forms S-8 of our reporéd&ecember 4, 2002,
incorporated by reference in and attached as aibiekhthe Annual Report on Form 10-K of Starbu€ksrporation for the fiscal year ended
September 29, 2002.

/s/ DELO TTE & TOUCHE LLP
Seattle, Washington
Decenber 19, 2002



EXHIBIT 99

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Starbucksgoration (“the Company") on Form ¥0for the Fiscal Year ended September 29, 2
as filed with the Securities and Exchange Commissiothe date hereof ("the Report"),

I, Orin C. Smith, president chief executive officéithe Company, certify, pursuant to 18 U.S.C.ti8acl350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, to the bésty knowledge and belief, that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) The information contained in the Report faphgesents, in all material respects the financialdition and results of operations of the
Company.

/s/IORIN C. SM TH

Oin C Smith,
presi dent and chi ef executive officer

I, Michael Casey, executive vice president, chigdricial officer and chief administrative officqrincipal financial officer and principal
accounting officer) of the Company, certify, punsup 18 U.S.C. Section 1350, as adopted pursoddettion 906 of the Sarban@siey Act
of 2002, to the best of my knowledge and beliedt:th

(1) The report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities Exg@Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects the financiabdition and results of operations of the
Company.

/s M CHAEL CASEY

M chael Casey,

executive vice president, chief
financial officer and chief

admi nistrative officer (principal
financial officer and principal
accounting officer)
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