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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K includes “forward-looking” statements within the meaning of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements can be identified by the fact that they do not relate strictly to historical or current facts. They often include words such as
“believes,” “expects,” “anticipates,” “estimates,” “intends,” “plans,” “seeks” or words of similar meaning, or future or conditional verbs, such as “will,”
“should,” “could,” “may,” “aims,” “intends,” or “projects.” A forward-looking statement is neither a prediction nor a guarantee of future events or
circumstances, and those future events or circumstances may not occur. You should not place undue reliance on forward-looking statements, which
speak only as of the date of this Annual Report on Form 10-K. These forward-looking statements are all based on currently available operating, financial
and competitive information and are subject to various risks and uncertainties. Our actual future results and trends may differ materially depending on a
variety of factors, including, but not limited to, the risks and uncertainties discussed under “Risk Factors” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations”. Given these risks and uncertainties, you should not rely on forward-looking statements as a prediction of
actual results. Any or all of the forward-looking statements contained in this Annual Report on Form 10-K and any other public statement made by us,
including by our management, may turn out to be incorrect. We are including this cautionary note to make applicable and take advantage of the safe
harbor provisions of the Private Securities Litigation Reform Act of 1995 for forward-looking statements. We expressly disclaim any obligation to update
or revise any forward-looking statements, whether as a result of new information, future events or otherwise.



 

PART I
 

Item 1. Business

General

Starbucks is the premier roaster, marketer and retailer of specialty coffee in the world, operating in 75 countries. Formed in 1985, Starbucks
Corporation’s common stock trades on the NASDAQ Global Select Market (“NASDAQ”) under the symbol “SBUX.” We purchase and roast high-quality
coffees that we sell, along with handcrafted coffee, tea and other beverages and a variety of high-quality food items, including snack offerings, through
company-operated stores. We also sell a variety of coffee and tea products and license our trademarks through other channels such as licensed stores,
grocery and foodservice accounts. In addition to our flagship Starbucks Coffee brand, we sell goods and services under the following brands: Teavana,
Tazo, Seattle’s Best Coffee, Evolution Fresh, La Boulange and Ethos.

Our objective is to maintain Starbucks standing as one of the most recognized and respected brands in the world. To achieve this, we are continuing the
disciplined expansion of our global store base, adding stores in both existing, developed markets such as the U.S., and in newer, higher growth markets
such as China, as well as optimizing the mix of company-operated and licensed stores in each market. In addition, by leveraging the experience gained
through our traditional store model, we continue to offer consumers new coffee and other products in a variety of forms, across new categories, diverse
channels and alternative store formats. We also believe our Starbucks Global Social Impact strategy, commitments related to ethically sourcing high-
quality coffee, contributing positively to the communities we do business in and being an employer of choice are contributors to our objective.

In this Annual Report on Form 10-K (“10-K” or “Report”) for the fiscal year ended October 1, 2017 (“fiscal 2017”), Starbucks Corporation (together with its
subsidiaries) is referred to as “Starbucks,” the “Company,” “we,” “us” or “our.”

Segment Financial Information

We have four reportable operating segments: 1) Americas, which is inclusive of the U.S., Canada, and Latin America; 2) China/Asia Pacific (“CAP”); 3)
Europe, Middle East, and Africa (“EMEA”) and 4) Channel Development. We also have several non-reportable operating segments, including Teavana
retail stores and Seattle's Best Coffee, as well as certain developing businesses such as Siren Retail, which includes the Starbucks ReserveTM Roastery
& Tasting Rooms, certain Starbucks ReserveTM locations and Princi operations. Collectively, the combined group of non-reportable operating segments
will be referred to as All Other Segments. Revenues from our reportable segments and All Other Segments as a percentage of total net revenues for
fiscal 2017 were as follows: Americas (70%), CAP (14%), EMEA (5%), Channel Development (9%) and All Other Segments (2%).

Our Americas, CAP, and EMEA segments include both company-operated and licensed stores. Our Americas segment is our most mature business and
has achieved significant scale. Certain markets within our CAP and EMEA operations are still in the early stages of development and require a more
extensive support organization, relative to their current levels of revenue and operating income, than our Americas operations. The Americas, CAP and
EMEA segments also include certain foodservice accounts, primarily in Canada, Japan and the U.K.

Our Channel Development segment includes roasted whole bean and ground coffees, premium Tazo ® teas, Starbucks- and Tazo-branded single-serve
products, a variety of ready-to-drink beverages, such as Frappuccino®, Starbucks Doubleshot ® and Starbucks Refreshers ® beverages and other branded
products sold worldwide through channels such as grocery stores, warehouse clubs, specialty retailers, convenience stores and U.S. foodservice
accounts.

Starbucks segment information is included in Note 16, Segment Reporting, to the consolidated financial statements included in Item 8 of Part II of this 10-
K.



Revenue Components

We generate nearly all of our revenues through company-operated stores, licensed stores, consumer packaged goods (“CPG”) and foodservice
operations.

Company-operated and Licensed Store Summary as of October 1, 2017

 Americas  

As a% of 
Total

Americas
Stores  CAP  

As a% of 
Total
CAP

Stores  EMEA  

As a% of 
Total
EMEA
Stores  

All Other
Segments  

As a% of 
Total

All Other
Segments

Stores  Total  

As a% of
Total 
Stores

Company-operated
stores 9,413  57%  3,070  41%  502  17%  290  89%  13,275  49%
Licensed stores 7,146  43%  4,409  59%  2,472  83%  37  11%  14,064  51%
Total 16,559  100%  7,479  100%  2,974  100%  327  100%  27,339  100%

The mix of company-operated versus licensed stores in a given market will vary based on several factors, including our ability to access desirable local
retail space, the complexity and expected ultimate size of the market for Starbucks and our ability to leverage the support infrastructure within a
geographic region.

Company-operated Stores

Revenue from company-operated stores accounted for 79% of total net revenues during fiscal 2017. Our retail objective is to be the leading retailer and
brand of coffee and tea in each of our target markets by selling the finest quality coffee, tea and related products, as well as complementary food and
snack offerings, and by providing each customer with a unique Starbucks Experience. The Starbucks Experience is built upon superior customer service
and a seamless digital experience as well as clean and well-maintained stores that reflect the personalities of the communities in which they operate,
thereby building a high degree of customer loyalty.

Our strategy for expanding our global retail business is to increase our market share in a disciplined manner, by selectively opening additional stores in
new and existing markets, as well as increasing sales in existing stores, to support our long-term strategic objective to maintain Starbucks standing as
one of the most recognized and respected brands in the world. Store growth in specific existing markets will vary due to many factors, including expected
financial returns, the maturity of the market, economic conditions, consumer behavior and local business practices.



Company-operated store data for the year-ended October 1, 2017:

 
Stores Open

as of          
Stores Open

as of

 Oct 2, 2016  Opened  Closed  Transfers  Net  Oct 1, 2017

Americas:            
U.S. 7,880  372  (30)  —  342  8,222
Canada 1,035  45  (8)  11  48  1,083
Brazil 104  5  (1)  —  4  108

Total Americas 9,019  422  (39)  11  394  9,413
China/Asia Pacific(1):            
China 1,272  285  (17)  —  268  1,540
Japan 1,140  90  (12)  —  78  1,218
Thailand 273  39  —  —  39  312
Singapore 126  10  (3)  (133)  (126)  —
Total China/Asia Pacific 2,811  424  (32)  (133)  259  3,070
EMEA:            

U.K. 366  14  (21)  (14)  (21)  345
All Other 157  2  (2)  —  —  157

Total EMEA 523  16  (23)  (14)  (21)  502
All Other Segments:            

Teavana 355  —  (67)  —  (67)  288
Evolution Fresh 2  —  (2)  —  (2)  —
Siren Retail 1  1  —  —  1  2

Total All Other Segments 358  1  (69)  —  (68)  290
Total company-operated 12,711 863 (163) (136) 564 13,275

(1) China/Asia Pacific store data includes the transfer of 133 Singapore company-operated retail stores to licensed stores as a result of the sale to
Maxim's Caterers Limited in the fourth quarter of fiscal 2017.

Starbucks® company-operated stores are typically located in high-traffic, high-visibility locations. Our ability to vary the size and format of our stores
allows us to locate them in or near a variety of settings, including downtown and suburban retail centers, office buildings, university campuses and in
select rural and off-highway locations. We are continuing the expansion of our stores, inclusive of Drive Thru formats that provide a higher degree of
access and convenience, and alternative store formats, which are focused on an elevated Starbucks Experience for our customers.

Retail sales mix by product type for company-operated stores:

Fiscal Year Ended
Oct 1, 
2017  

Oct 2, 
2016  

Sep 27, 
2015

Beverages 73%  74%  73%
Food 20%  19%  19%
Packaged and single-serve coffees and teas 3%  3%  3%
Other(1) 4%  4%  5%
Total 100%  100%  100%
(1) “Other” primarily consists of sales of serveware, ready-to-drink beverages and coffee-making equipment, among other items.



Stored Value Cards

The Starbucks Card, our branded stored value card program, is designed to provide customers with a convenient payment method, support gifting and
increase the frequency of store visits by cardholders, in part through the related Starbucks Rewards™ (previously My Starbucks Rewards ®) loyalty
program where available, as discussed below. Stored value cards are issued to customers when they initially load them with an account balance. They
can be obtained in our company-operated and most licensed stores in North America, China, Japan, Latin America, and many of our markets in our CAP
and EMEA segments. Stored value cards can also be obtained on-line, via the Starbucks® Mobile App, and through other U.S. and international retailers.
Customers may access their card balances by utilizing their stored value card or the Starbucks® Mobile App in participating stores, which also include
certain Teavana ™ locations. Using the Mobile Order and Pay functionality of the Starbucks ® Mobile App, customers can also place orders in advance for
pick-up at certain participating locations in the U.S. and Canada. In nearly all markets, including the U.S. and Canada, customers who register their cards
are automatically enrolled in the Starbucks Rewards™ program. Registered members can receive various benefits depending on factors such as the
number of reward points (“Stars”) earned. Refer to Note 1, Summary of Significant Accounting Policies, included in Item 8 of Part II of this 10-K, for further
discussion of our stored value cards and loyalty program.

Licensed Stores

Revenues from our licensed stores accounted for 11% of total net revenues in fiscal 2017. Licensed stores generally have a lower gross margin and a
higher operating margin than company-operated stores. Under the licensed model, Starbucks receives a reduced share of the total store revenues, but
this is more than offset by the reduction in our share of costs as these are primarily incurred by the licensee.

In our licensed store operations, we leverage the expertise of our local partners and share our operating and store development experience. Licensees
provide improved, and at times the only, access to desirable retail space. Most licensees are prominent retailers with in-depth market knowledge and
access. As part of these arrangements, we sell coffee, tea, food and related products to licensees for resale to customers and receive royalties and
license fees from the licensees. We also sell certain equipment, such as coffee brewers and espresso machines, to our licensees for use in their
operations. Employees working in licensed retail locations are required to follow our detailed store operating procedures and attend training classes
similar to those given to employees in company-operated stores. For Starbucks® and Teavana ™ stores within certain international markets, we also use
traditional franchising and include these stores in the results of operations from our other licensed stores.



Licensed store data for the year-ended October 1, 2017:

 
Stores Open

as of          
Stores Open

as of

 Oct 2, 2016  Opened  Closed  Transfers  Net  Oct 1, 2017

Americas:            
U.S. 5,292  477  (61)  —  416  5,708
Mexico 563  71  (2)  —  69  632
Latin America 369  66  (6)  —  60  429
Canada 364  32  (8)  (11)  13  377

Total Americas 6,588  646  (77)  (11)  558  7,146
China/Asia Pacific(1):            
China 1,110  310  (24)  —  286  1,396
Korea 952  164  (8)  —  156  1,108
Taiwan 392  33  (5)  —  28  420
Philippines 293  32  (1)  —  31  324
Indonesia 260  62  (5)  —  57  317
Malaysia 226  24  (2)  —  22  248
All Other 399  76  (12)  133  197  596
Total China/Asia Pacific 3,632  701  (57)  133  777  4,409
EMEA:            

U.K. 532  69  (9)  14  74  606
Turkey 314  80  (7)  —  73  387
United Arab Emirates 148  21  (5)  —  16  164
Germany 161  6  (11)  —  (5)  156
Saudi Arabia 92  32  —  —  32  124
Kuwait 95  24  (1)  —  23  118
Russia 107  11  (3)  —  8  115
Spain 96  23  (6)  —  17  113
All Other 574  132  (17)  —  115  689

Total EMEA 2,119  398  (59)  14  353  2,472
All Other Segments:            

Teavana 34  4  (1)  —  3  37
Seattle's Best Coffee 1  —  (1)  —  (1)  —

Total All Other Segments 35  4  (2)  —  2  37
Total licensed 12,374 1,749 (195) 136 1,690 14,064

(1) China/Asia Pacific store data includes the transfer of 133 Singapore company-operated retail stores to licensed stores as a result of the sale to
Maxim's Caterers Limited in the fourth quarter of fiscal 2017.

Consumer Packaged Goods

Revenues from sales of consumer packaged goods comprised 8% of total net revenues in fiscal 2017. Our consumer packaged goods business includes
both domestic and international sales of packaged coffee and tea as well as a variety of ready-to-drink beverages and single-serve coffee and tea
products to grocery, warehouse clubs and specialty retail stores. It also includes revenues from product sales to and licensing revenues from
manufacturers that produce and market Starbucks-, Seattle’s Best Coffee- and Tazo-branded products through licensing agreements.
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