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Chair, Compensation and Management Development Committee
Starbucks Corporation
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Seattle, WA 98134

Re: Removal of demographic outcome metrics from the short-term incentive plan (STIP)
Dear Mr. Allison and Members of the Board:

The State Board of Administration of Florida (SBA) is a fiduciary for Florida’s public employees,
responsible for prudently managing approximately $300 billion in total assets. As part of our
stewardship and proxy voting activities, we assess whether portfolio companies’ disclosures and
incentive structures are aligned with long-term shareowner value creation based on pecuniary
factors.

We are concerned that Starbucks may be incorporating demographic outcome metrics—
specifically retention and internal promotion rates for employees from underrepresented
backgrounds—into the annual cash bonus framework. Starbucks has indicated that “Talent &
Belonging” outcomes of this type are embedded in executive compensation and account for
approximately 25% of annual cash bonuses. In our view, demographic outcome metrics are not
well-suited for annual cash incentives and introduce unnecessary incentive-design, measurement,
and oversight risks, particularly when disclosures are largely narrative and do not provide
consistent, year-over-year results and the methodology for the metrics’ utilization are vague. The
SBA supports short and long-term incentive programs that encourage lasting value creation, boost
operational performance, and give investors straightforward, useful information about how
compensation decisions are made.

This concern is amplified by the structure of Starbucks’ annual incentive plan. The Executive
Management Bonus Plan appears to allocate 75% of the bonus opportunity to financial goals
(including Adjusted Net Revenue and Adjusted Operating Income) and 25% to an Individual
Performance Factor (IPF), and it includes defined payout mechanics (including threshold and a
cap of up to 200% of the target award value). Where a material portion of compensation is at risk,
the performance measures must be objective, consistently calculated, and transparent enough
for investors to evaluate the Committee’s accountability and judgment.
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Accordingly, we request that the Compensation and Management Development Committee take
the following actions:

1) Remove demographic outcomes from the criteria used to determine the IPF

We urge the Committee to discontinue using demographic-based outcomes—such as retention
and internal promotion rates—as performance criteria for annual cash incentives. In our
judgment, these outcomes are influenced by multiple structural and external factors and are not
reliably attributable to annual executive decision-making in a manner suitable for STIP leverage
(including any capped upside).

2) Refocus annual incentives on talent management and recruiting capability-building

We encourage the Committee to re-center the STIP’s human-capital accountability on
operationally grounded, capability-building measures that management can directly influence
and that predict durable performance, such as:

e Recruiting effectiveness: time-to-fill for critical roles; applicant-to-hire conversion; offer
acceptance; quality-of-hire proxies (e.g., 90-day/180-day retention).

e Talent pipeline strength: internal fill rate for critical leadership roles; bench depth/readiness
coverage for key positions; completion of leadership development milestones.

e Manager capability and workforce stability drivers: training completion; staffing stability;
engagement drivers with demonstrated linkage to service and productivity outcomes.

These metrics better reflect whether Starbucks is building scalable talent systems and improving
execution, and they provide clearer “line of sight” for investors assessing pay-for-performance
alignment.

3) Enhanced disclosure deliverable: STIP Talent Management & Recruiting Scorecard

Beginning with the next proxy cycle, we suggest Starbucks publish a concise “STIP Talent
Management & Recruiting Scorecard” as an appendix to the CD&A or within the annual incentive
disclosure. At minimum, the scorecard should include:

e Metric definitions, scope, and how results influence payout: Clear definitions, covered
employee populations, geography, and calculation methodology. A description of where each
measure sits within the IPF and how the Committee translates results into STIP outcomes
(including any weighting, modifier, or qualitative overlay).

e  Multi-year results and comparability: Two- to three-year results for each disclosed
talent/recruiting metric, aligned to the STIP performance period, with brief commentary on
drivers and management actions.

e Transparency around adjusted measures and judgment: Where adjusted (non-GAAP)
measures are used for incentive goals, provide consistent explanation and context to support
investor evaluation of pay-for-performance.

If the Committee nevertheless elects to retain demographic outcome metrics in any incentive
program, investors should be provided: (i) a clear rationale for why the annual bonus is the
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appropriate vehicle; (ii) full methodology and year-over-year results; and (iii) guardrails and
controls appropriate for metrics of this sensitivity. Our intent is constructive: to strengthen
incentive design, reduce avoidable governance and oversight risk, and ensure annual incentives
reinforce best-in-class talent management and recruiting—the capabilities that underpin
Starbucks’ strategy and long-term performance. We will consider the Committee’s
responsiveness to these issues as part of our ongoing stewardship activities, including our future
evaluation of executive compensation matters and corresponding proxy voting decisions.

These requests are strictly pecuniary and intended to improve decision-useful information for
risk, return, and capital stewardship. We support any plans to review Starbuck’s compensation
structures and pay design to align executive compensation incentives with financially-material
outcomes. As a long-term investor in Starbucks, we will be voting our shares at the upcoming
annual meeting on March 25, 2026, and respectfully request a copy of this letter be delivered to
all board members and named executive officers. We appreciate your attention and look forward
to any response.

Sincerely,

Chris Spencer
Executive Director
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