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When  Lloyd  and Mary  Anderson founded REI  as a consum er  co-op in 1938, they  began a "vir tuous cycle"  by  which REI 's

success t ranslates into value for  our  m em bers,  custom ers,  and com m unit ies.  Seventy years later,  we are proud  to

cont inue the Andersons'  legacy  by  working to  conserve nature  and encourage the responsible use of  the outdoors for  the

enjoym ent  of  future generat ions. Our  core purpose to  inspire,  educate and out fit  people for  a lifet im e of  outdoor

adventure  and stewardship  guides our  business operat ions and relat ionships with  our  m em bers and com m unit ies.

As part  of  our  com m itm ent ,  we are pleased  to  publish  our  second annual  stewardship  report .  This docum ent  reflects

your  co-op's st rategic pr ior it ies on the social and environm ental im pacts of  our  business and how we are working to

bet ter  serve  our  com m unit ies and ident ify  opportunit ies to  im prove  our  operat ions.  We recognize that  our  stewardship

efforts are a journey.  While our  report  shows progress,  we also  want  to  be t ransparent  about  areas where we have work

left  to  do.

We invite you  to  read m ore about  our  work in the following:

Com m unity  — This sect ion  describes our  efforts to  encourage act ive hands-on conservat ion  efforts and grow

part icipat ion in responsible outdoor recreat ion,  with  a part icular  focus on engaging youth.

Environm ent  — This sect ion  describes our  achievem ents and opportunit ies in reducing the im pact  of  our  business

operat ions on the environm ent , specifically,  energy  use,  green building,  paper  use,  waste reduct ion and responsible

products.

People — This sect ion  describes REI 's com m itm ent  to  being  a welcom ing and rewarding  place to  work, and how the

cooperat ive supports socially  responsible factory  m anufactur ing  around the world  for  the REI  brand and in collaborat ion

with  other  com panies.

We welcom e your  thoughts about  our  progress,  and invite you  to  take  our  online survey or  send  us your  com m ents at

stewardship@rei.com .

Warm ly,

Sally  Jewell

REI  President  and CEO
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Stewardship  is deeply  em bedded throughout  the co-op — from  our  retail  em ployees to  those in our  dist r ibut ions centers

and headquarters.  Our  com prehensive efforts take  m any form s to  involve m ore individuals,  groups and com m unit ies in

hum an -powered  outdoor recreat ion and volunteerism .

Through nonprofit  partnerships, targeted program s, and in-store classes and clinics,  we aspire to  help  others be act ive in

outdoor recreat ion and realize the benefits of  healthy outdoor lifestyles;  protect  and enhance natural  lands;  and prepare

the next  generat ion  of  outdoor stewards.

We believe  our  m ost  posit ive im pact  is achieved when working alongside nonprofit  partners and our  m em bers in the

nearly  100 com m unit ies where we have a presence.  We are thankful  for  those who share our  com m itm ent  and join  us in

our  efforts.  Together  we have m uch  to  be proud  of.  We look forward  to  cont inuing to  share our  success with  our

com m unit ies,  and welcom ing and engaging m ore individuals to  the joys of  the outdoors.

I n  this  sect ion,  we invite you  to  learn m ore about  our  com prehensive giving  approach and efforts to  increase outdoor

recreat ion part icipat ion,  and conserve natural  spaces for  the enjoym ent  of  others. We also  provide inform at ion  on the

REI  Foundat ion  and our  local  and nat ional  advocacy .

Comments

We invite your  feedback  on our  2007 stewardship  report .  Your  com m ents will  support  our  ongoing goal  of  providing

relevant  inform at ion  that  is im portant  to  our  m em bers,  custom ers,  partners,  em ployees and others.
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Our  business is the environm ent  — individuals use our  products and services to  experience the natural  world.  We

recognize that  as our  business grows, so does our  environm ental im pact .  Protect ing and enhancing the natural  world  is

essent ial  to  our  future.

The best  way  we can  protect  and enhance the natural  world  is through  st rategic planning  and st ructured act ion,  as

opposed  to  com m it t ing  random ,  albeit  well- intent ioned,  acts.  To us,  this  m eans driving toward  im provem ents in our

pract ices year  after  year  to  reduce our  im pacts on the natural  world  while cont inually  looking for  breakthroughs we will

need to  achieve our  long- term  aspirat ions.

We recognize that  we can't  do it  alone. We are com m it ted to  collaborat ing  with  indust ry  partners,  com m unit ies and

nonprofit  organizat ions to  find bet ter  ways of  reducing our  im pact  on the planet .

We've ident ified  the areas where we have the st rongest  opportunit ies to  m inim ize our  environm ental footpr int ,  provide

the greatest  return  to  the business and address the issues our  m em bers,  em ployees and com m unit ies see as m ost

pressing.  These include  reduct ion of  greenhouse gas em issions (GHG) ,  paper  usage,  waste and recycling ,  green building

and product  stewardship .

Comments

We invite your  feedback  on our  2007 stewardship  report .  Your  com m ents will  support  our  ongoing goal  of  providing

relevant  inform at ion  that  is im portant  to  our  m em bers,  custom ers,  partners,  em ployees and others.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Environm ent
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Our  reputat ion for  quality  products,  knowledgeable  expert ise and fr iendly  service is st rengthened  by  our  nearly  10,000

em ployees — a passionate  team  that  is eager  to  share the outdoors and protect  public lands for  future generat ions. I n

this  sect ion  we highlight  som e of  our  indust ry - leading em ployee benefits and com panywide init iat ives that ,  together,

help  reinforce why  REI  cont inues to  be an em ployer  of  choice,  respected brand and indust ry  leader.

The safety  and well-being  of  people em ployed by  our  m anufactur ing  partners is equally  im portant .  We focus on working

to  achieve factory  com pliance in cont ract  facilit ies where our  products are m anufactured, and collaborate with  indust ry

peers on com m on com pliance standards where non-REI  branded products are developed and m ade.

Our  second annual  stewardship  report  contains the following  sect ions:

Workplace

Factory & Labor Com pliance

Comments

We invite your  feedback  on our  2007 stewardship  report .  Your  com m ents will  support  our  ongoing goal  of  providing

relevant  inform at ion  that  is im portant  to  our  m em bers,  custom ers,  partners,  em ployees and others.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  People
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REI 's second stewardship  report  covers the co-op's act ivit ies and perform ance related to  our  social and environm ental

responsibilit y during  the 2007 calendar  year.  The perform ance m et r ics and data shared within  this  online report  include

the m ajority  of  our  operat ions and facilit ies (headquarters,  dist r ibut ion  centers,  retail  locat ions and supply chain

m anufactur ing) ,  unless otherwise noted.

Our  first  report ,  which covered efforts from  the 2006 calendar  year,  established  a process com prised of  m ilestones,

num bers and storytelling surrounding  our  stewardship  pr ior it ies.  The report 's goal  was – and rem ains – to  be

t ransparent  in our  act ions and hold  ourselves accountable  for  the goals we set  to  our  m em bers,  custom ers,  com m unit ies

and em ployees.

The 2007 stewardship  report  provides an update  on our  progress toward  the goals we com m unicated last  year.  Our

stewardship  efforts are an ongoing process where we have im plem ented  our  init iat ives and program s, applied our

learnings and m easured our  progress.

Defining Stewardship

REI 's core purpose is to  inspire,  educate and out fit  for  a lifet im e of  adventure  and stewardship.  At  the co-op,

stewardship  is defined as our  efforts to:

Encourage the act ive conservat ion  of  nature

I nspire the responsible use and enjoym ent  of  the outdoors

Enhance the natural  world  and our  com m unit ies through  responsible business pract ices

Foster  opportunit ies to  increase part icipat ion levels in hum an -powered  recreat ion,  with  a focus on young people

Maintain REI  as an em ployer  of  choice,  where em ployees are highly  engaged  in the vision of  the com pany  and are

representat ive of  our  m arketplace

Report Structure

REI 's 2007 stewardship  report  is st ructured into the following  sect ions — Com m unity ,  Environm ent  and People.  For  cross

reference,  these sect ions were ent it led Act ive Stewardship,  Sustaining Our  Natural  World,  and People in our  2006

stewardship  report .  For  addit ional details  on the content  of  each sect ion,  please visit  the report 's table of  contents.

Materiality

To determ ine the m ost  relevant  subjects to  include  in REI 's 2007 stewardship  report ,  we built  on the foundat ion we

established  in 2006. The scope of  our  report ing was inform ed from  internal  and external  stakeholders:  em ployees,

leadership,  REI 's board of  directors,  m em bers and custom ers,  local  com m unity  const ituents,  nonprofit  partners and

advocacy  groups.  REI 's Corporate Social Responsibilit y  Steering Com m it tee,  leaders and m anagers,  who represent

aspects of  the cooperat ive,  provided  oversight  in the developm ent  of  the report  content .  REI 's board of  directors

provided  input  into our  goals,  m et r ics and m easurem ent .

I nput  was not  only  collected through  form al channels,  it  was also  gathered on an inform al basis by  talking  with  and

listening  to  a num ber  of  our  valued stakeholders.  REI 's business object ives and long- term  st rategic plans also  served as

a basis for  determ ining relevancy,  as did co-op policies,  program s and init iat ives.  While the process for  determ ining

relevancy  was prim arily  a cross- funct ional  internal  effort , we consulted with  external  experts to  help  establish REI 's

prior it ies for  report ing on our  corporate responsibilit y and stewardship.

While we hope  to  keep our  online inform at ion  updated  and accurate,  REI  stewardship  reports will  be archived and

m aintained with  open  access for  future reference.

Comments

We invite you  to  read the full 2007 stewardship  report ,  share our  highlights brochure  with  others and give us your

feedback .  Your  com m ents will  support  our  ongoing goal  of  providing  relevant  inform at ion  through  this  report  that  is

im portant  to  our  m em bers,  custom ers,  partners,  em ployees and others.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  About  This Report
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REI Sales (in thousands**)

REI Active Members*

REI Member Dividend (in thousands**)

REI Net Income (in thousands**)
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REI Operating Income (in thousands**)

* * REI  corrected graph to  read in thousands versus in m illions,  5/ 5/ 2008.



As a co-op, we share the financial success of  

our business with our members, employees and 

communities. Our efforts help ensure that future 

generations will be able to enjoy the outdoors. 

We invite you to join us in our commitment.

GET CONNECTED. Learn about stewardship events 

in your community by visiting REI.com/stores. 

You can also discover meaningful volunteer 

opportunities with nonprofits that match your 

interests at REI.com/volunteer.

WORK AT REI. Be with people who share your 

values and passion for the outdoors. Work in  

a place where integrity, respect and fun all play  

a part in our success. To learn more about joining 

the REI team, please visit REI.com/jobs.

SHARE YOUR THOUGHTS. How is REI doing in our 

stewardship efforts? Give us your opinion by taking 

our online survey at REI.com/stewardship. 

PITCH IN WITH REI

BECOME A STEWARD OF THE ENVIRONMENT

We choose to print on Forest Stewardship Council 

certified recycled paper as part of our commitment 

to responsible forestry.

HIGHLIGHTS FROM OUR 2007 REPORT

STEWARDSHIP
REI

OUR

WHERE WE LIVE AND PLAY

Taking care of the environment is a natural 

extension of our love for the outdoors. As  

a business, we’re committed to reducing the 

negative impact our co-op has on the planet.  

We’re also using our actions in the marketplace  

to address some of the world’s biggest challenges.  

By making strategic investments and finding 

creative solutions, we’re using our business to 

drive change and create demand in areas such  

as renewable energy. These efforts are helping  

to build a stronger future for the co-op. 

Our stewardship work involves employees and 

members, and extends into the larger community. 

Through collaboration with nonprofits, industry 

peers and others, we share our experiences and 

learn from organizations that have implemented 

successful strategies. 

We hold ourselves accountable by publicly 

reporting results in three areas: community, 

environment and people. This brochure presents 

some of the exciting highlights of our progress  

last year. To read our complete 2007 stewardship 

report—and learn how you can join us— 

go to REI.com/stewardship.

HOW WE CARE FOR THE WORLD

COMMITMENT



MAKING RESPONSIBLE PAPER CHOICES

REI is committed to the responsible purchase and use  

of paper and paper products. We endorse the Forest 

Stewardship Council (FSC) as our standard for responsible 

forest practices, and we work to ensure 

that fiber comes from acceptable sources.  

Our goal is to know the origin of all the 

paper we purchase —from harvest to use. 

In 2007, 89% of the paper we purchased 

was obtained from known fiber sources. 

ADDRESSING CLIMATE CHANGE

As part of our commitment to being climate neutral by 

2020, we’ve implemented a comprehensive effort to 

identify, track and report our greenhouse gas emissions. 

We reduced our net emissions in 2007 by purchasing 

renewable energy. It now accounts for roughly 20%  

of our electricity  

use. In addition, REI 

Adventures became  

the largest climate-

neutral travel business 

in the country through 

our purchase of 

certified offsets. 

MANAGING WASTE

For all operational 

waste generated in 

2007, such as paper, 

cans, bottles and 

wooden pallets, we 

recycled 82.5% when 

measured by weight, 68.7% by volume. As we move 

toward our goal of achieving zero-waste-to-landfill status 

by 2020, our 2009 target is to reduce waste-to-landfill  

by 50% from 2006 levels.

WE’RE COMMITTED TO MAKING A DIFFERENCE. TODAY AND TOMORROW. LOCALLY AND GLOBALLY.

COMMUNITY ENVIRONMENT PEOPLE

INVESTING IN STEWARDSHIP

In 2007, REI donated $3.5 million to conservation  

and outdoor recreation nonprofits and causes at  

the local and national levels. Our grants program 

seeks to engage communities—especially youth— 

in outdoor activity and stewardship. Because REI 

employees work, play and volunteer where we do 

business, we primarily use employee nominations  

to determine which nonprofits receive our grants.

ENCOURAGING COMMUNITY INVOLVEMENT

REI employees are active in caring for public lands  

and open spaces. We also invite our members and 

customers to join us in volunteer service projects 

organized by nonprofits and our stores. In 2007, nearly 

33,000 volunteers teamed with REI employees to 

restore trails, clean parks and streams, and plant trees.

INSPIRING THE NEXT GENERATION

REI focuses on educational outreach programs and 

grants that provide opportunities for outdoor fun and 

mentorship in order to encourage more children to 

enjoy the outdoors and respect natural lands. Together 

with our partner, Leave No Trace, we facilitate a 

year-round program called Promoting Environmental 

Awareness in Kids, or PEAK. The program is in its sixth 

year, and all materials are also now available in Spanish.

BUILDING GREEN: TWO GIANT STEPS

In 2007, we opened two more buildings that were 

constructed using U.S. Green Building Council’s LEED 

guidelines—a leading green building standard. Our  

second distribution center in Bedford, PA, received LEED 

Silver Certification for New Construction, while our new 

award-winning prototype store in Boulder, CO, is part of  

a USGBC pilot program (LEED for Retail) to create 

certification procedures that are less costly and time 

intensive. Both new buildings optimize energy efficiencies 

while minimizing environmental impact. For example, our 

Boulder store features lighting fixtures that channel natural 

daylight throughout the building, saving 20% in energy 

costs, and a solar hot water system that meets 70% of  

the store’s hot water needs. 

ECO-SENSITIVE PRODUCTS 

Last year we expanded the number of REI-brand products 

made with a high percentage of recycled, rapidly renewable 

and/or organic fibers. A special logo provides our 

customers with information to 

help guide their purchase 

decisions. In the coming seasons, 

we’ll increase the number of 

REI-brand eco-sensitive products 

and raise the bar by which we 

define our standards.

CREATING A WELCOMING AND DIVERSE WORKPLACE

REI is committed to ensuring an open and welcoming 

environment for employees, customers and members. 

Our goal is to serve a broad spectrum of people who 

enjoy the outdoors and active lifestyles. Annually, we 

conduct an internal survey 

company wide asking 

employees how we’re doing. 

Results help us maintain our 

great environment. In 2007, 

employees rated REI 90% 

favorable, indicating the 

environment in which they 

work is welcoming and 

inclusive. We’re also recognized by Fortune magazine 

as one of the “100 Best Companies to Work For in 

America” for the 11th consecutive year.

ETHICAL SOURCING AND MANUFACTURING 

We have the responsibility of ensuring that REI-brand 

products are made under appropriate conditions and 

with respect for the workers who produce them. Our 

sourcing standards clearly spell out our expectations 

to the factories with which we do business. Using 

third-party audits, 

we continue to 

monitor factories 

where our 

products are 

made. This helps 

REI take corrective 

actions when 

necessary and 

publicly report  

on our findings. 

READ OUR COMPLETE 2007 STEWARDSHIP REPORT ONLINE:

REI.com/stewardship

2,149,870 volunteer  
hours committed through our 
support of nonprofits in 2007.

142,435
kids learned Leave  
No Trace ethics.

LEED Silver  
certification for our  
new distribution center.

16.8% of the  
paper we purchased  
was FSC certified.

34th overall 
rank on Fortune magazine’s 
“100 Best” list.

688 outdoor  
service projects  
hosted by REI.

Over 40 REI-brand 
products display our 
ecoSensitive logo.

70 tons (approx.) of cardboard 
were recycled each month last year at 
our Sumner, WA, distribution center.



  Pr int  This Page

REI 's giving  approach revolves around the two  pillars:  outdoor recreat ion and conservat ion.  Since 1976, the co-op has

provided  nearly  $25 m illion  to  nonprofit  organizat ions. The co-op's annual  giving  budget ,  approxim ately three  percent  of

the previous year 's  operat ing profits,  is approved each February  by  the board of  directors.

I n  2007 we donated $3.5 m illion  to  360 local  and nat ional  groups — a 16 percent  increase from  2006 in our  giving.

REI 's giving  efforts different iate the co-op from  m any com panies.  The m ajority  of  our  grants program  is guided  by

nom inat ions from  the nearly  10,000 em ployees who work, play and volunteer  in the com m unit ies where we have a

presence.  Because REI  em ployees have the m ost  direct  connect ion with  local  nonprofits that  share our  stewardship

com m itm ent ,  they  ident ify  potent ial  grantees in their  local  com m unit ies.  We do not  accept  unsolicited grant  requests and

proposals.

REI  em ployees also  coordinate  and recruit  volunteers for  service projects,  and generously  donate their  t im e and

expert ise to  help  organizat ions and individuals learn,  grow  and experience the outdoors.

Results from  2007 include:

305 em ployee-nom inated grants

9,730 m iles of  t rail and 14,680 acres of  land m aintained (via  nonprofit  grant  support )

2,149,870 of  hours of  labor  com m it ted from  m ore than 260,000 volunteers (via  nonprofit  grant  support )

688 REI -hosted  volunteer  projects

$662,480 donated by  em ployees to  their  favorite  causes through  REI 's annual  Charitable Act ion  Cam paign .  When

adding  the co-op's m atching  dollars into the efforts,  alm ost  $1.2 m illion  was donated.

REI Annual Giving Budget
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Since 2001, the percentage of  individuals part icipat ing in outdoor act ivit ies has declined,  while the num ber  of  out ings

taken has dropped  m ore significant ly  (Outdoor I ndust ry  Foundat ion  "2006  Part icipat ion  Study",  June 2006) . Further,

visits to  the count ry's nat ional  parks have declined in total num bers and relat ive to  the growth  of  the U.S.  populat ion

(2006 Nat ional  Park  Service Stat ist ics;  U.S.  Census Populat ion Est im ates) .

We believe  REI  plays an im portant  role in helping  to  reverse these t rends,  through  program s and events and partnering

with  nonprofits.

I n  this  sect ion,  we provide inform at ion  on som e of  the ways we support  recreat ion access and help  others be act ive in

hum an -powered  outdoor act ivit ies,  such  as:

Grants to  Local  Non-Profits and Nat ional  Partnerships

REI  Outdoor School

REI  Kids Passport  to  Adventure

REI  Gear  Bank

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Recreat ion
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Of  the $3.5 m illion  dist r ibuted  in 2007, m ore than 40 percent  of  the co-op's giving  budget  was dedicated  to  com m unity -

based nonprofits that  share our  com m itm ent  to  conservat ion  and recreat ion,  with  an em phasis on reaching  youth.

Because our  grants program  is focused on the com m unit ies where our  em ployees live,  work and volunteer,  they  help

nom inate local  nonprofits for  considerat ion.  Last  year,  REI 's com m unity -based grants program  helped support  305

organizat ions.

We cont inue to  donate our  stores'  m eet ing and event  space as a service to  recreat ion clubs and conservat ion  nonprofits.

We also  welcom e them  to  post  volunteer  announcem ents and event  inform at ion  on our  store Outdoor Resource Center

bullet in boards to  br ing  awareness to  their  efforts.

The co-op is also  proud  of  our  m any nat ional  nonprofit  partners that  are dedicated  to  helping  thousands of  individuals

enjoy  safe and responsible recreat ion.

Exam ples of  our  nonprofit  partnerships include:

Adventure Cycling Associat ion  (Missoula,  Mont .)  — Support  the developm ent  of  a 2,058-m ile bike route along  the

Underground  Railroad  from  Mobile,  Ala.  to  Owen  Sound, Ontario in Canada.

Bikes Belong (Boulder,  Colo.)  — Help fund the Bicycle  Friendly Com m unit ies Grants Program , present ing grants twice

annually  to  help  cit ies across the count ry achieve their  bicycle fr iendly  goals.

Wilderness I nquiry  (Minneapolis.  Minn.)  — Support  the year - round  wilderness adventure  program  reaching  youth  aged

13 to  18 to  educate on outdoor and cam ping skills,  and leadership developm ent .

Am erican Canoe Associat ion/ Red  River  Division  (Dallas)  — Support  the nonprofit 's program m ing that  works with  persons

with  disabilit ies who desire outdoor recreat ion experiences.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Grants to  Local  Non-Profits and Nat ional

Partnerships
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REI 's Outdoor School provides one and two -day educat ional  experiences designed to  m ake it  easy  for  our  custom ers and

m em bers to  learn the necessary  skills  to  recreate outside.  The REI  Outdoor School provides equipm ent  and

t ransportat ion  to  local  parks,  and professional  inst ruct ion.  I n-store classes,  one-day out ings and overnight  courses are

offered  in a wide range of  interests to  anyone wishing to  learn a new  act ivity  or  brush  up on exist ing skills.  Course

offer ings include  m ountain  biking,  rock  clim bing,  road cycling,  kayaking,  hiking,  fam ily  out ings,  outdoor photography,

navigat ion  and m ore.  Classes and out ings are available for  a nom inal fee, with  REI  co-op m em bers receiving discounts.

Launched in 2006 in five REI  m arkets,  the co-op's Outdoor School program  was expanded to  seven  m arkets in 2007.

Today,  Outdoor School operates year - round  in:

Massachuset ts and Rhode I sland

Greater Los Angeles (Orange County/ I nland  Em pire)

Philadelphia  and New Jersey

Sacram ento and Reno

San  Diego

San  Francisco Bay-area

Washington DC and Balt im ore,  MD

I n 2007 the program  reached 9,529 part icipants — m ore than double the at tendance from  the previous year.

I n  the com ing year,  we are focused on expanding  Outdoor School to  include  a wider  range of  year - round  offer ings in

each of  the m arkets,  including  "How to  Ride  a Bike,"  " I nt roduct ion to  Overnight  Backpacking,"  and "Rock  Clim bing."  I n

addit ion,  we will  expand  our  offer ings to  several new  stores in regions where we current ly  operate.

REI Outdoor School (individuals)

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  REI  Outdoor School
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I nspir ing children and their  parents and caregivers to  enjoy  nature  and outdoor recreat ion together is the goal  of  REI 's

Kids Passport  to  Adventure program .  The com plim entary  program  provides adults the tools for  healthy diversions for

youth  aged five to  12 during  the spring  and sum m er  m onths.

I nit ially  int roduced by  our  store in Tacom a,  Wash.,  REI 's Passport  to  Adventure program  was launched nat ionally  in

2006. The program  includes em ployee recom m endat ions for  regional  kid -sized, fam ily - fr iendly  hikes and bike r ides and a

journal for  kids to  jot  down field  notes,  create drawings,  play gam es and express their  thoughts about  their  adventures.

Direct ions and other  helpful  t ips are also  provided.

Children who com pleted  their  outdoor adventure  can  have their  passports stam ped and receive a free Passport  to

Adventure gift  and cert ificate of  com plet ion.

Last  year,  the program  was expanded to  include  bike routes. More than 14,000 kids and adults picked up free journals

at  their  local  REI  stores,  an increase of  27 percent  over  2006. Approxim ately 10 percent  of  the part icipants who picked

up inform at ion  packets returned to  REI  with  com pleted  journals.

I n  2008, the co-op will  m ake several program  enhancem ents,  including  operat ional im provem ents for  store team s to

im plem ent  the annual  offer ing.

REI Kids Passport to Adventure (participants)

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  REI  Kids Passport  to  Adventure
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REI 's Gear  Bank  loans high quality  gear  and equipm ent  free of  charge to  youth - focused nonprofit  organizat ions that  face

challenges providing  necessary  equipm ent  to  young people for  outdoor adventures.  Through equipm ent ,  such  as tents,

backpacks,  sleeping bags,  sleeping pads,  raingear, cam ping stoves and cook  sets,  nonprofits can  host  posit ive and

m em orable outdoor experiences for  young people.

REI 's Gear  Bank  is current ly  available in five cit ies,  including:

Bloom ington,  Minn.

Denver

Los Angeles

San  Francisco

Seat t le

Since its  launch  in 2002, REI  Gear  Bank  has helped provide m ore than 10,600 young people access to  the equipm ent

needed  to  experience their  first  hiking  or  cam ping t r ip.  I n  2007 we set  a new  benchm ark  by  helping  2,807 young

adventurers experience the outdoors — up from  2,291 youth  in 2006.

We are considering  the feasibilit y  of  expanding  Gear  Bank,  but  recognize that  the program  has its  challenges. For

exam ple,  m any REI  locat ions do not  have the storage capacity  to  accom m odate the program ,  required  cleaning and/ or

repairs can  create lags in product  availabilit y,  and program  coordinat ion  is resource intensive.  However,  we cont inue to

believe  Gear  Bank  is an effect ive program  for  support ing nonprofits and helping  youth  to  develop  a lifelong appreciat ion

for  the outdoors.

REI Gear Bank (youth)

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  REI  Gear  Bank
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Protect ing public t rails and waterways ensures that  these areas will  be available and safe to  outdoor enthusiasts and

nature  lovers alike for  generat ions to  com e.

I n  this  sect ion,  we provide inform at ion  on som e of  our  conservat ion  efforts,  such  as store-based involvem ent  of  our

em ployee team s, partnerships with  others, and efforts directed from  our  headquarters in Washington State.  Specifically:

Com m unity  grants and nat ional  partnerships

Celebrat ing  and prom ot ing volunteerism

Prom ot ing Environm ental Awareness in Kids -  PEAK

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Conservat ion
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Sim ilar  to  our  recreat ion grants,  m any of  the conservat ion  grants provided  to  nonprofits begin  with  REI  em ployee

nom inat ions.  As stated  earlier,  m ore than 40 percent  of  the co-op's $3.5 m illion  giving  budget  was dedicated  to  360

nonprofits that  share our  com m itm ent  to  conservat ion  and recreat ion.

Many  of  our  grants support  the volunteer  stewardship  efforts of  recreat ional  public lands and waterways.  For  exam ple:

The Access Fund  (Boulder,  Colo.)  — The co-op part icipated in the annual  Adopt -a-Crag, helping  to  conserve the natural

clim bing  environm ent  and areas open  to  all  form s of  clim bing.

Am erican Hiking Society  (Silver  Spring, Md.)  — Our  15-year  partnership  with  the nonprofit  resulted in nearly  1,400 m iles

of  t rail work on Nat ional  Trails Day  last  year.

Trust  for  Public Land (Santa  Fe. N.M.)  — Help fund the const ruct ion of  a water  harvest ing  system  at  the Santa  Fe

Railyard Park  and Plaza.

WiLDCOAST ( I m perial  Beach,  Calif.)  — Support  the organizat ion's Clean Water  Border  Cam paign  to  teach  underserved

youth  water  quality  health  educat ion in a region threatened by  pollut ion  from  the Tijuana River  along  the United States

and Mexico border.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Com m unity -Based  Grants and Nat ional

Partnerships

Community-Based Grants and National Partnerships
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Volunteerism  through  service projects and educat ion is an em phasis of  REI 's com m unity  out reach.  Grants provided  to

nonprofit  organizat ions last  year  have supported/ will  support  a wide range of  service projects,  com m it t ing  2,149,870 of

hours of  labor  from  260,660 volunteers (Note:  Because som e projects funded  last  year  will  occur  in 2008, these

num bers are est im ates provided  by  our  nonprofit  partners.)

Act ive stewardship  also  m eans get t ing our  own hands dir ty  and working alongside our  m em bers and custom ers.  Last

year,  REI  hosted  688 volunteer  projects,  and recruited  32,652 volunteers and 124,284 hours of  "sweat  equity."  Since

2000, dedicated  REI  volunteers scheduled  m ore than 1,800 outdoor conservat ion - focused events nat ionwide.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Celebrat ing  and Prom ot ing Volunteerism
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Youth who develop  an early  appreciat ion for  nature  will  be bet ter  prepared to  protect  and care for  the outdoors as they

grow  older.  They will  also  share their  experiences with  their  peers.

One of  our  m ost  effect ive youth  out reach efforts is an educat ional  program  called Prom ot ing Environm ental Awareness in

Kids – PEAK. PEAK was developed in partnership  with  the Leave No Trace Center  for  Outdoor Ethics to  inspire a love of

the outdoors in young people while teaching  them  how to  be responsible environm ental stewards.  The interact ive

program  incorporates a series of  hands-on and fun gam es,  act ivit ies and lessons.  REI  em ployees and PEAK t rainers visit

classroom s,  events and organizat ions across the count ry each year.

From  its  hum ble  launch  in 2002, last  year  the program  reached 142,435 children nat ionwide — approxim ately half  from

our  em ployee's volunteer  efforts.  PEAK has grown  to  eight  m odules for  elem entary  school children and four  for  teens.

Last  year,  all  12 m odules were t ranslated into Spanish.

I n  2008 the PEAK program  will  be m ade available to  all  REI  stores and PEAK t rainers that  have an interest  in and abilit y

to  offer  the teachings in Spanish.

REI PEAK Program (youth)

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Prom ot ing Environm ental Awareness in Kids -

PEAK

Promoting Environmental Awareness in Kids – PEAK
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As a separate nonprofit  organizat ion,  The REI  Foundat ion's  m ission concent rates on helping  to  ensure that  tom orrow's

outdoor enthusiasts and conservat ion  stewards reflect  the diversity  of  Am erica.  The work of  the Foundat ion  com plem ents

the co-op's broad efforts in com m unity  giving  and program s, grassroots store out reach,  advocacy  and work conducted

by  REI 's Diversity  Working Group.

I n  2007 the Foundat ion  awarded  four  grants to  nonprofits in San  Diego County  in California,  helping  the organizat ions

increase program m ing in ethnically  diverse com m unit ies.  Recipients included:

Aquat ic  Adventures (Wet land  Avengers program )  — $20,000

Outdoor Out reach (Youth out reach program )  — $25,000

WiLDCOAST (Clean Water  Border  cam paign)  — $20,000

YMCA of  San  Diego County  (Alfresco program )  — $18,729

The Foundat ion  cont inues to  support  natural  disaster  recovery efforts,  and honors em ployees who lost  their  lives.  I n

2007, the Foundat ion  cont r ibuted $70,000 toward  disaster  relief  efforts for  the wildfires in Lake Tahoe,  Nev.;  flood  relief

efforts in southern California  and southwest  Washington.

The REI  Foundat ion  is funded  prim arily  by  REI .  I n  2008 the Foundat ion  will  be furthering the developm ent  of  a st rategic

plan  in support  of  its  m ission and through  st rategic giving  and engagem ent .

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  The REI  Foundat ion
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REI  believes that  support ing the outdoors can  take  m any form s,  including  ensuring that  our  nat ion's policym akers know

that  a st rong,  engaged  const ituency  exists in support  of  our  public lands.  As a business,  REI  is in a unique posit ion  to

m erge our  business interests with  our  com pany's m ission to  inspire,  educate and out fit  for  a lifet im e of  outdoor

adventure  and stewardship.  We pursue this  work through  act ive engagem ent  in public policy  forum s and direct  lobbying

at  the state and federal  level.

I n  2007 REI  representat ives part icipated in support ing the launch  of  the Nat ional  Park  Service's Centennial celebrat ion

efforts.  The Centennial Challenge cam paign  was launched in 2006 to  help  prepare the Nat ional  Park  System  for  its  100th

Anniversary  Celebrat ion in 2016. This included an REI  execut ive part icipat ing in the announcem ent  of  the President 's

budget  proposal  for  the Centennial init iat ive and involvem ent  in a Departm ent  of  I nter ior  visioning session  for  the

Centennial.  Our  work on the Centennial Challenge,  and support ing budget  allocat ions and authorizing legislat ion

cont inues as a com pany  prior ity  in 2008.

REI  also  joined the Outdoor I ndust ry  Associat ion  in 2007 to  lobby on behalf of  im portant  recreat ional  funding program s.

This included winning $30 m illion  for  the state-side  port ion  of  the Land Water  Conservat ion  Fund  and enhanced  funding

for  the Bureau  of  Land Managem ent 's Nat ional  Landscape  Conservat ion  System .

REI  and three  com pany  leaders also  joined the Nat ional  Forum  on Children and Nature.  This nat ional  forum  is working

to  ident ify  20 significant  pilot  projects that  will  help  re-engage young people with  the outdoors.  Final grants will  be

reviewed and com m it ted in 2008.

On the state level,  REI  supported two  m ain  engagem ents.  First  was the com pany's ongoing engagem ent  and leadership

in the Washington Wildlife  and Recreat ion Coalit ion. The WWRC is a broad-based coalit ion  of  governm ental  agencies,

nonprofits and business working together to  support  legislat ive passage of  a capital  budget  that  supports recreat ional

lands,  habitat  and farm s.  Through the efforts of  the coalit ion,  a $100 m illion  budget  for  the WWRC was signed by  the

Governor  for  the 2007-2008 biennium .

I n  Oregon  REI  provided  $10,000 toward  the public educat ion effort  for  "Yes on Measure 49."  The m easure was designed

to  support  planned developm ent  and the abilit y  to  protect  farm  land,  forests and natural  area.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Advocacy  for  the Outdoors
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To achieve our  2020 aspirat ion  of  being  clim ate neut ral,  we established  a 2009 goal  to  reduce em issions by  one- third

from  our  2006 baseline.  Achieving  an absolute reduct ion is challenging because our  planned growth  would norm ally

increase GHG em issions.  The details  of  our  inventory  and act ions are out lined  in the graph below.  Find  m ore inform at ion

on each topic by  clicking on the corresponding  link  in the navigat ion  bar  to  the left .

Greenhouse Gas Emissions

REI Carbon Footprint (Tons CO2)

Greenhouse Gas Emissions (Tons CO2)

Highlights

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Greenhouse Gas (GHG)  Em issions

Greenhouse Gas (GHG) Emissions
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Through energy  efficiency im provem ents and other  efforts,  we reduced  the rate  of  increase of  our  GHG em issions to  8.1

percent .  This is a success in itself,  but  only  a start  toward  our  goal.

We can  state an overall  reduct ion of  our  GHG im pact  of  24 percent  in 2007 because we addressed our  largest  source of

em issions — REI  Adventures t ravel — through  a creat ive offsets program .  Carbon  offsets are our  last  resort  in our

business operat ions.  However,  because air  t ravel im pacts our  REI  Adventures custom ers,  we do not  have another  opt ion

at  this  t im e.

We partnered  with  the Bonneville Environm ental Foundat ion  to  create the largest  carbon neut ral  t ravel program  in the

count ry.  The carbon offsets we purchase are cert ified by  the Center  for  Resource Solut ions.

Challenges

As our  business grows, so do our  GHG-generat ing  act ivit ies.  To reduce our  GHG em issions our  first  pr ior ity  is to  find

creat ive ways in which m aking the bet ter  environm ental choice is also  achieving  bet ter  financial results.

These choices include  set t ing aggressive  energy  efficiency targets for  all  new  const ruct ion along  with  aggressive  energy

ret rofits throughout  our  exist ing operat ions.

We cont inue to  seek  GHG-neut ral  energy  sources,  such  as wind, biom ass and solar,  when they  are available.  Current ly

20 percent  of  our  elect r icity  usage com es from  green power  purchases. We are also  looking at  on-site generat ion.  Our

new  Boulder,  Colo.  store, for  exam ple,  incorporates built - in photovoltaic cells  as well  as a solar  hot  water  system .  We

plan  to  integrate sim ilar  technologies in addit ional locat ions.

Looking Forward

Because GHGs pose such  a significant  threat  to  the health  of  our  planet ,  we will  cont inue to  consider  their  reduct ion and

elim inat ion from  our  operat ions as an essent ial  com ponent  of  our  stewardship  efforts.  We are com m it ted to

dem onst rat ing  that  reducing GHG em issions is good  for  business.

Methodology

To assess our  GHG inventory  and establish baseline num bers,  we used  internat ionally  recognized m ethods such  as the

World  Resources I nst itute protocol.  We conducted our  first  GHG inventory  in 2006 and again  in 2007, and determ ined

that  our  GHG em issions could  be broken  down into three  m ain  categories — energy,  t ransportat ion  and "other  sources."

With  this  knowledge, we set  pr ior it ies and began working on long- term  reduct ions.
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We believe  that  ecologically -sensit ive t ravel offers m any posit ives,  such  as econom ic opportunit ies for  local  com m unit ies

and a sprit  of  stewardship  am ong locals and t ravelers alike.  However,  we recognize that  there  are environm ental

consequences as well.

REI Adventures (Tons CO2)

Highlights

To address the carbon dioxide (CO2)  generated due to  REI  Adventures custom er  t ravel,  we've partnered  with  the

Bonneville Environm ental Foundat ion  to  create the nat ion's leading carbon neut ral  t ravel program .  Throughout  2007 we

autom at ically  offset  all  GHGs generated by  REI  Adventures through  the purchase of  renewable energy  credits. I n  2007

we offset  an est im ated 30,822 tons of  CO2,  which accounts for  every t r ip taken by  every REI  Adventures custom er,  from

their  hom e airport  and back  again.

Challenges

I n  2007 GHGs generated from  t ravel associated with  REI  Adventures grew  by  17.6 percent  over  2006. While we were

able  to  offset  these em issions ent irely  we st ill  consider  them  part  of  our  overall  inventory.

Looking Forward

Perhaps other  solut ions will  eventually  be found,  but  current ly  carbon offsets present  the best  opt ion  for  addressing

GHGs im pacts of  air ,  water  and ground t ravel associated with  all  REI  Adventures excursions.

Methodology

REI  has chosen to  take  ownership  of  the clim ate im pacts for  every REI  Adventures and Outdoor School custom er  t r ip.

We account  for  the on- the-ground port ion  of  each t r ip,  as well  as the im pacts of  the flights taken by  REI  Adventures'

custom ers to  get  from  their  hom e airport  to  their  dest inat ion  and back.  When  a custom er  flies to  reach their  dest inat ion,

the clim ate change im pact  of  air  t ravel is significant ly  larger  than the on- the-ground im pact  of  their  t ravel.  Calculat ions

for  GHG im pact  of  t ravel are done  by  our  partner  BEF using an factors approved by  the Clim ate Neut ral  Network as a

m eans of  assuring independent  verificat ion.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Clim ate-Neut ral  Travel

Climate-Neutral Travel
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We're focused on creat ing solut ions to  get  m ore REI  em ployees out  of  single  occupancy vehicles.  Get t ing our  em ployees

to  work in carpools, van  shares,  by  public t ransportat ion  or  hum an -powered  t ransportat ion  (bicycling or  walking)  are

significant  efforts to  reduce GHG em issions.

REI Employee Commuting (Tons CO2)

Highlights

Our  stores,  dist r ibut ion  centers and headquarters in Kent ,  Wash.  — are equipped with  bicycle storage and showers so

that  em ployees can  m ake bicycling to  work a viable choice.  At  our  headquarters,  we have achieved a single  occupancy

vehicle rate  of  58 percent .

I n  2007 we began a form al effort  to  reduce the im pacts of  com m ut ing and created  a full- t im e posit ion  to  coordinate  this

program .  We also  received a grant  from  the Washington State Departm ent  of  Transportat ion for  nearly  $100,000 to  help

us test  ways to  reduce GHGs from  com m ut ing in our  western Washington locat ions.  Although  m ost  REI  em ployees work

in our  retail  stores,  our  efforts started  in Kent  because our  headquarters is the largest  concent rat ion  of  em ployees in one

locat ion.

Our  com m ut ing reduct ion efforts in Kent  include  a pilot  program  to  allow  em ployees to  adopt  flexible work schedules

and opt ions such  as telecom m ut ing.  We also  hired  an em ployee program s specialist  that  supports the developm ent  of

com m ut ing opt ions,  and other  hum an  resources efforts,  such  as discount  program s and work/ life balance efforts,  to

enhance em ployee engagem ent  at  REI .

Challenges

While on paper  it  appears GHGs generated through  em ployee com m ut ing decreased  from  about  20,000 tons of  CO2  in

2006 down to  17,130 tons in 2007, this  is at t r ibuted to  a m ore accurate m ethod  of  count ing versus significant  changes

in com m ut ing m ethods.  This m eans that  we overest im ated  our  GHG em issions from  em ployee com m ut ing in 2006.

Because of  factors like  business growth  and hir ing new  em ployees,  we actually  increased our  greenhouse gas em issions

in this  category in 2007.

Looking Forward

We will  bet ter  m easure com m ut ing im pacts, especially  in our  retail  stores,  and int roduce addit ional program s to  reduce

the barr iers and increase part icipat ion in non-single  occupancy vehicle com m ut ing.

Methodology

We count  the GHG em issions generated by  our  em ployees'  com m ut ing pat terns because it  is a significant  part  of  our

GHG im pact  and a challenge we need to  address.

I n  2007, REI  used  two  m ethods to  com pute the CO2  im pact  of  em ployee com m ut ing. We conducted a detailed em ployee

survey about  com m ut ing habits at  three  locat ions:  our  headquarters in Kent ,  Wash.,  Seat t le flagship store, and Sum ner,

Wash.,  dist r ibut ion  center.  The survey revealed  the actual  m iles t raveled,  the type of  t ransportat ion  ( i.e.,  single

occupancy vehicle,  bus,  bike or  t rain) ,  and the num ber  of  days em ployees are using each com m ut ing m ethod.  Using

m odeling techniques,  we est im ated the com m ut ing pat terns for  our  other  facilit ies based on em ployee locat ion  and

t ransit  opportunit ies,  and com pared this  data to  survey results  from  the three  surveyed Washington locat ions.  By  doing

this,  we were able  to  est im ate our  com panywide im pacts.

I n  2006 we were m ore conservat ive in our  m odeling,  and we believe  that  our  m odeling was m ore accurate in 2007 from

the broadening  of  our  survey beyond our  headquarters cam pus.  This m ethodology im provem ent  is why  we report  a

reduct ion in our  carbon im pact  from  the 2006 level,  despite our  growth  in the core num ber  of  em ployees com m ut ing.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Em ployee Com m ut ing
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We have a com m itm ent  to  reduce energy  consum pt ion and to  purchase and support  the product ion of  renewable energy

sources.

I n  2007, our  total GHGs generated from  energy  (which includes both natural  gas and elect r icity)  equaled  27,041 tons,  or

an increase of  five percent  over  2006.

Elect r icity

Natural  Gas

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Energy  Use (An  Overview)

Energy Use (An Overview)
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Electricity Usage (MwH)

Electricity Impacts (Tons CO2)

Highlights

I n  2007 we launched several new  energy  efficiency projects to  help  decrease our  GHG em issions.  These included the

installat ion  of  solar  hot  water  heaters at  three  of  our  stores.  We also  incorporated features such  as building- integrated

photovoltaic cells  into our  new  Boulder,  Colo.  store. Our  new  Bedford,  Penn.  dist r ibut ion  center  was designed to  be

m ore energy  efficient  than the federal  guidelines.

At  our  headquarters,  we hired  a project  m anager of  energy  and ut ilit ies to  help  the co-op ident ify  operat ional efficiencies

in our  stores and facilit ies. This professional  also  researches opportunit ies for  green power  across the count ry and state

and federal  rebate program s for  renewable energy  efforts.

Challenges

While we m ade significant  st r ides to  becom e m ore efficient ,  m any projects were launched late in the year  and did not

fully  im pact  our  annual  usage.  Also, it  was difficult  to  overcom e the increases associated with  com pany  growth.  As a

result  we increased m egawat t  usage in 2007 by  approxim ately 10 percent  over  2006. We expect  to  have a sim ilar

challenge in 2008 as we add  m ore new  stores,  and our  new  dist r ibut ion  center  will  be operat ional throughout  the ent ire

year.

I n  2006 we com puted the GHG im pacts of  elect r icity  usage in Washington state based on the state average.  However,

we felt  it  would be m ore accurate to  use the actual  reported  GHG im pacts from  each ut ilit y  com pany  because the local

ut ilit y  providers for  our  dist r ibut ion  center  and headquarters facilit ies are considerably  m ore dependent  on fossil  fuels

than the rest  of  the Northwest .  This change doubled the GHG em issions from  these facilit ies.

I n  addit ion,  we can  not  find enough qualified renewable energy  offer ings from  local  ut ilit ies to  fulfill our  current

dem ands.  We are working with  ut ilit y  com panies to  develop  m ore opt ions and we will  m ake addit ional investm ents in

on-site generat ion.

Green  Power  Purchases Requirem ents

List  of  REI  Stores powered  by  renewable energy

Methodology

REI 's elect r icity  consum pt ion was calculated  based on the kilowat t  hours reported  on elect r icity  bills for  our  stores,

headquarters and dist r ibut ion  centers.  We used  the EPA Power  Profiler ,  and the locat ion  and energy  use of  each store

and facilit y  to  com pute the CO2  em issions.

A large percentage of  our  usage is in Washington State,  and there  are significant  differences between ut ilit ies' generat ion

m ixes in the Northwest .  As a result ,  we reported  CO2  em issions for  these facilit ies based on the CO2  em issions per

kilowat t -hour  for  each ut ilit y  as reported  to  the Washington State Departm ent  of  Com m unity  Trade and Econom ic

Developm ent  (CTED)  in 2005.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Elect r icity

Electricity
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Natural Gas Usage (Therms)

Natural Gas (Tons CO2)

Highlights

I n  2007 natural  gas accounted  for  three  percent  of  our  greenhouse gas em issions.  As we look for  ways to  increase

energy  efficiency throughout  our  operat ions,  we will  cont inue to  target  ways to  reduce our  natural  gas consum pt ion.

Challenges

Due to  growth  in our  operat ions,  including  our  new  store openings,  the opening of  our  Bedford,  Penn.  dist r ibut ion

center,  and an expansion at  our  Sum ner,  Wash.  dist r ibut ion  center,  our  use of  natural  gas accounted  for  3,421 tons of

our  GHG em issions in 2007. I n  2005 and 2006 we underreported  natural  gas usage due to  a data error,  which m akes

the 2007 usage appear  to  have grown  by  a high rate.

Looking Forward

All  of  REI 's new  buildings will  be built  to  m eet  aggressive  energy  efficiency targets,  which will  help  slow  the growth  of

our  energy  usage.  We will  also  cont inue an aggressive  energy  efficiency program  for  exist ing facilit ies and look toward

on-site generat ion  with  renewable energy  to  curb  our  increases in energy  consum pt ion.

Methodology

REI 's natural  gas consum pt ion was calculated  based on the quant ity  of  natural  gas ( therm s)  reported  on the natural  gas

bills for  our  locat ions.  We used  a standard em issions factor to  com pute the CO2  im pact .

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Natural  Gas

Natural Gas
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The t ransportat ion  of  goods from  the locat ion  we purchase them ,  to  our  dist r ibut ion  centers and on to  stores

represented  about  13%  of  our  total GHG em issions.  We also  count  the im pacts of  shipping  goods direct ly  to  custom ers

who order  via  our  catalog or  through  REI .com  and REI -OUTLET.com  and we report  that  as "Direct  Fulfillm ent " .

Product Transportation (Tons CO2)

Highlights

I n  2007 product  t ransportat ion  accounted  for  13 percent  of  our  greenhouse gas em issions,  or  a total of  13,434 tons.

Over  the course of  the year  we began im plem ent ing st rategies to  reduce these im pacts. Our  new  eastern  region

dist r ibut ion  center  will  help  lessen im pacts due to  m ore efficient  delivery  to  east  coast  stores and custom ers residing

east  of  the Mississippi River.  However,  som e of  the advantage is countered  by  t ransport ing the products to  Bedford.

Challenges

Shipping  products from  far  away distances has im pacts and the m ethod  of  t ransportat ion  affects efficiency.  For  exam ple,

planning  ahead and not  sending products by  air  but  by  cargo ship has less GHG em issions.  As we grow  we will  need to

keep pressure on efficient  t ransportat ion.

Looking Forward

We will  work with  logist ics suppliers to  m easure individual com pany  perform ance and ask them  to  com pete on their  GHG

em issions perform ance and on t radit ional  m et r ics,  such  as on- t im e delivery.  This is a new  area for  m any suppliers;

however we have been pleased  with  the interest  from  the shipping  indust ry  to  do their  part .

Methodology

To create our  GHG inventory,  we take  ownership  of  the carbon im pacts for  the shipm ent  of  goods that  we own,  or  from

the point  where we schedule and cont rol  the t ransportat ion,  all  the way  through  our  dist r ibut ion  centers and on to

stores.  The im pacts of  shipm ents direct ly  to  custom ers for  internet  or  catalog orders are reported  in the "Direct

Fulfillm ent "  sect ion.

This sect ion  reports on REI  em issions in three  areas:  goods inbound  ( from  vendors or  factor ies to  our  dist r ibut ion

centers or  stores) ;  good  outbound  ( from  our  Dist r ibut ion  centers to  stores)  and int ra-com pany  t ransfers (shipm ents

from  one store to  another  or  back  to  a dist r ibut ion  center) .

Goods Inbound

This category has three  sub-sect ions:

Sea shipm ents — This category pr im arily  includes shipm ents of  REI  brand gear  and apparel  from  overseas factor ies to

U.S.  ports and then to  our  dist r ibut ion  centers.  We com puted the im pact  of  container  loads based on the container -

m iles.  We then use CO2  per  container  m ile data published by  the clean cargo group  account ing for  the average CO2

im pact  of  all  container  ships.

Truck  t ransportat ion  — Truck  t ransportat ion  from  vendors to  our  dist r ibut ion  centers is com puted by  a ton-m ile

calculat ion using the vendor  locat ion,  the distance of  the shipm ent  and the freight  weight  to  arr ive  at  total ton-m iles of

freight .  The CO2  im pact  per  ton m ile is derived  from  the average values published for  " less than t ruckload"  freight

shipm ents consistent  with  our  m ethod  in inter -com pany  t ransfers.

Vendor  shipm ents — Our  product  vendors also  deliver  som e product  direct ly  to  stores and this  occurs via  parcel  post

and " less than t ruckload"  freight  shipm ents.  The CO2  im pacts have been com puted based on total ton-m iles of  freight

m ult iplied  by  the average im pacts of  parcels or  average im pact  of  less than t ruckload  freight .

Good Outbound (distribution centers to stores)

Our  m ethod  of  calculat ion is to  m easure the total tons of  cargo,  the num ber  of  deliver ies and the distance from  a

dist r ibut ion  center  to  each store. We use these factors to  com pute total freight  ton-m iles.  To calculate CO2  im pact ,  we

use a nat ional  average for  fuel  m ileage of  t ruck  fleets (seven  m iles/ gallon)  and t ruck  hauling  weight  based on the

density of  our  shipm ents.  Because of  the nature  of  products,  our  shipm ents are less dense than the shipping  indust ry

norm .  We then apply a standard conversion  from  diesel fuel  gallons to  pounds of  CO2  (22.2 pounds/ gallon) ,  which gives

us a CO2  factor per  freight  ton-m ile.  Last ly,  we m ult iply  our  total freight  ton-m iles by  this  factor to  give a reasonable

calculat ion of  our  CO2  im pact .

Intra-company Transfers

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Product  Transportat ion
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This category also  includes m oving goods between stores and shipm ents back  to  our  dist r ibut ion  centers from  stores.

This category is dom inated by  " less- than- t ruckload"  freight  t ransportat ion  and com m on carr ier freight  services.  We use

the sam e ton-m ile m ethodology and CO2  factors as above.
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This category counts shipping  products direct ly  to  our  custom ers from  our  dist r ibut ion  centers,  in response to  orders

from  telephone and our  web sites.

Direct Fulfillment (Tons CO2)

Highlights

At  11.3 percent  in 2006, shipping  products direct ly  to  our  custom ers accounted  for  a disproport ionately  large percentage

of  our  total greenhouse gas em issions.  This is due m ainly  to  requests for  next  day shipping  via  air  t ransportat ion.  Our

best  solut ion  to  reduce greenhouse gas em issions generated via  flights is our  retail  store pick -up program .  Custom ers

that  purchase item s from  REI .com  m ay opt  to  pick  up their  item s at  any  store, and not  incur  any  shipping  charges.  We

can  then t ransport  the item  efficient ly  in our  norm al t ruck  delivery  and pass the savings on to  the custom er.  GHG

em issions are then counted  as part  of  our  store delivery  in the previous sect ion.

Challenges

While opt ions such  as our  retail  store pick -up program  offer  a lower cost ,  lower carbon way  for  our  custom ers to  order

products from  REI ,  we st ill  receive m any next  day delivery  orders from  custom ers,  especially  around the holidays.

Direct Fulfillment CO2 Reduction

While our  report  shows a reduct ion from  2006, we are concerned that  this  could  be a com putat ional  anom aly  rather  than

a real reduct ion.  We will  be working with  t ransportat ion  providers to  establish m ore reliable m et r ics in 2008.

Looking Forward

We are considering  ways to  inform  our  custom ers of  the greenhouse gas em issions generated by  different  shipping

opt ions in order  to  help  them  plan  their  orders with  the least  am ount  of  CO2  im pact .

Methodology

This category includes fulfillm ent  of  custom er  orders placed through  the REI  catalog or  web sites.  The m ajority  of  these

shipm ents go through  the U.S.  Postal Service or  carr iers such  as UPS and FedEx.  To com pute our  CO2  im pact ,  we

separated shipm ents between ground and air  t ransportat ion.

For  ground shipm ents,  we assum e a delivery  direct ly  from  our  fulfillm ent  center  in Sum ner,  Wash.,  to  the custom er.

While this  neglects the possible shipm ent  routes to  and from  the carr ier 's logist ical  system ,  we think it  is a fair

representat ion  of  the distance t raveled.  To sim plify  calculat ions,  we have assum ed  the average shipping  distance is 1342

m iles (delivery  from  Sum ner,  Wash.  to  Denver) .  We com puted the total CO2  im pact  based on our  average package

weight  shipped for  the average distance and we used  the sam e CO2  factor com puted for  t ruck  delivery.  I n  2008 we will

have the abilit y  to  calculate the actual  m ileage for  each package from  zip code to  zip code.

For  shipm ents by  air ,  we neglected  any  ground com ponent  because the air  im pacts are so large that  it  m akes the

ground port ion  negligible.  To account  for  the CO2  per  air  m ile,  we used  the passenger  air  t ravel factor developed by  the

Clim ate Neut ral  Network. However,  we adjusted the im pact  for  the average weight  of  a package com pared to  a person.

This m ay overstate the im pact  because cargo t ransportat ion  is m ore efficient  in term s of  pounds per  aircraft ,  but  it  has

the benefit  of  consistency with  our  other  reported  m et r ics.  As our  carbon report ing evolves,  we cont inue to  seek  best

pract ices in carbon footpr int ing  and its  m ethodologies and em issions factors.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Direct  Fulfillm ent
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Get t ing our  em ployees to  m eet ings and other  work- related events often  requires air  t ravel,  which cont r ibutes to  our

overall  carbon footpr int .  A significant  percentage of  our  full-  and part - t im e em ployees nat ionwide com m ute back  and

forth  to  work in single  occupancy vehicles.

Corporate Travel (Tons CO2)

Highlights

I n  2007 we switched  to  a new  corporate t ravel vendor  that  is able  to  report  greenhouse gas (GHG)  em issions m ore

accurately.  This will  allow  us to  bet ter  understand the im pact  corporate t ravel has on our  carbon footpr int .

Challenges

While it  appears that  our  GHG em issions associated with  corporate t ravel went  down in 2007, we actually  reported  too

conservat ive ( too high)  a num ber  in 2006. The result  is that  our  GHG em issions for  corporate t ravel in 2007 are higher

than what  we think they  were for  2006.

Looking Forward

While corporate t ravel accounted  for  6,988 tons of  our  GHG em issions in 2007, we understand that  reducing business

t ravel,  even as our  business grows, is both possible and desirable.

Methodology

To determ ine the GHG em issions for  corporate t ravel in 2007, we used  our  t ravel booking software and other  internal

data sources to  com pute the total m iles flown for  all  em ployees,  which were just  under  10 m illion  air -m iles.  We then

used  a calculator  for  CO2  per  passenger  m ile based on the com putat ions published by  the Clim ate Neut ral  Network.

We also  used  the sam e internal  data sources to  calculate the num ber  of  rental  car  m iles dr iven by  our  em ployees,  and

we used  a fleet -average est im ate to  calculate the num ber  of  gallons of  gasoline burned and its  associated carbon

im pact .
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There are other  sources that  are too sm all  to  be t racked,  but  collect ively  m ay add  up.  We est im ated these em issions to

be 1 percent  of  our  total.  Exam ples include  the occasional leak  of  chlorofluorocarbons (CFCs)  from  air  condit ioning  units

during  m aintenance or  the release of  a volat ile organic com ponent  during  som e m aintenance operat ion  in facilit ies.
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Our  aspirat ion  is to  align  our  paper  purchasing  with  our  stewardship  ethic,  and work with  our  paper  suppliers and the

indust ry  to  help  accelerate the adopt ion of  sustainable forest ry  pract ices.  I n  2006 we worked  with  a stakeholder  group

represent ing the paper  indust ry,  non-profits and others to  develop  our  responsible paper  purchasing  policy  and act ion

plan .  The program  has six  parts and the report  shows our  annual  results  in each sect ion.

2007 Estimated Paper Usage

Paper Usage (Tons)

Highlights

Our  m ost  im portant  goal  is to  know  the fiber sources of  all  the paper  we purchase.  Although  it  is difficult ,  we at tem pt  to

follow  the "chain  of  custody"  from  the forest  to  our  point  of  purchase.  I n  2007 we reduced  the "unknown"  from  20

percent  in 2006 to  only  10.8 percent .  Our  best  assurance that  the chain  of  custody is t rustworthy  is to  purchase paper

products cert ified by  the Forest  Stewardship  Council  (FSC)© .  This percentage increased to  16.8 percent .

Challenges

Our  total tonnage of  paper  purchased increased by  16.7 percent  in 2007 com pared to  2006. Often  renewable paper  can

be a bet ter  m aterials choice so increased use is not  necessarily  a downside.  However,  we want  to  understand what  is

dr iving the increase and be confident  we're m aking the best  choices.

One increase cam e from  the need to  purchase a large quant ity  of  shipping  boxes to  stock our  new  dist r ibut ion  center.

However,  our  largest  increase cam e from  using m ore paper  in our  direct  m ail  and catalog operat ions.

Looking Forward

As we look ahead,  we plan  to  increase our  purchase of  responsibly  harvested and processed paper.  This m eans that  we

will  work closely  with  our  suppliers to  assure the paper's chain  of  custody and the paper's source.

We are also  working closely  with  the Paper  Working Group,  organized by  the non-profit  organizat ion  Metafore as an

early  adopter  of  the Environm ental Paper  Assessm ent  Tool,  or  EPAT, which helps businesses like  ours m ake m ore

environm entally  responsible choices when it  com es to  purchasing  paper.
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A: Paper efficiency metrics

The first  sect ion  of  our  paper  policy  requires that  we t rack the use of  paper  relat ive to  our  annual  sales growth.  Our

object ive  is to  ensure that  com pany  decision  m akers are accountable  for  m aking conscious choices about  our  use of

paper.  While we believe  that  paper  from  well-m anaged  sources is a renewable natural  rescore and is therefore often  a

bet ter  choice than a non- renewable m aterial,  we st ill  need to  be intent ional  about  our  decisions.

One of  the m ost  im portant  ways we address this  issue is in the m anagem ent  of  our  direct  m ail  efforts.  We send

m em bers and custom er  catalogs and other  pr inted  m aterials -  such  as our  annual  m em ber  dividend statem ent .  We

act ively  m inim ize unwanted  m ailings, including  efforts to  elim inate list  duplicat ion,  incorrect  addresses,  etc.  We are also

a part icipant  with  Catalog Choice,  which is endorsed by  the Nat ional  Wildlife  Federat ion and Natural  Resources Defense

Council.  The free consum er  service helps m inim ize unwanted  m ailings.

Other  efforts include  test ing innovat ive  lighter  weight  paper  opt ions that  deliver  the sam e look, feel and print  efficiency

has heavier  paper,  but  actually  weigh  less due to  the way  the paper  is m ade.  I n  addit ion  to  aligning  with  our

com m itm ent  to  efficient  paper  use,  these efforts direct ly  dr ive financial perform ance because of  postage and product ion

costs.

Paper Efficiency

B. Chain of Custody

The first  step in securing quality  sources of  fiber is to  work with  suppliers that  can  t rack the or igin  of  the fiber back  to

the forest .  This is difficult  because the paper  indust ry  considers paper  fiber and pulp as com m odit ies. As a result ,  they

are frequent ly  blended together. Having  a clear  "chain  of  custody"  is a new  requirem ent  for  m any indust ry  part icipants.

FSC cert ificat ion  assures that  not  only  is the chain  of  custody known,  but  it  is audited  and verified  by  a third party.

Chain of Custody Goals

C: Sources of Fiber

Once the chain  of  custody can  be established,  we can  use our  purchasing  preference  to  avoid unsustainable harvest ing

and sources.  I t  m ay seem  counterintuit ive at  first ,  but  learning that  fiber com es from  an unwanted  source can  be a good

step.  Having  the t ransparency  and the t rust  of  our  suppliers to  ident ify  possibly  unwanted  fiber is a necessary  part  of

working with  the supply chain  to  support  changes.

Source of Fiber Goals

D: Environmental Performance

Beyond  the m ethods and locat ions of  harvest ing,  the paper,  pulp,  pr int ing and processing indust r ies can  represent  m any

environm ental challenges. I n  order  to  encourage beyond com pliance perform ance within  the supply chain,  we are

partnering with  the Paper  Working Group and Metafore as an early  adopter  for  the Environm entally  Preferred  Paper

Assessm ent  (EPAT)  tool.  I n  2007 we worked  with  EPAT 1.0 and provided  feedback  regarding  im provem ents.  I n  2008 we

will  deploy  EPAT 2.0.

E: Commitment to Recycling

As part  of  our  waste reduct ion efforts and our  com m itm ent  to  sustainable paper,  we aspire to  recycle at  least  75 percent

of  all  the paper  used  in our  operat ions by  2009. I n  2007 we started  to  develop  m ethods of  capturing  data.  Current ly  we

recover  about  80 percent  of  all  waste (by  weight )  with  a m ajority  of  our  recycling  being  corrugated cardboard.  I n  the

com ing year  we hope  to  have bet ter  m et r ics in place to  report  m ore clearly  on this  goal.

F: Reporting: Our paper policy requires that we make public an annual report with the above

sections.

Methodology

Defining Chain  of  Custody

Chain  of  Custody — The linked set  of  com panies or  ent it ies that  have held  legal  ownership  or  physical  cont rol  of  a given

paper  product  between the point  of  harvest  and the point  of  purchase by  REI .

Known,  but  not  cert ified — The chain  of  custody will  be deem ed  "known"  if each supplier  from  fiber source to  REI  is

under  cont ractual obligat ion  and is able  to  disclose proof of  their  source including  purchase agreem ents,  inventory

records, etc.,  sufficient  to  dem onst rate that  the product  purchased by  REI  can  be followed through  each step of  the

supply chain  back  to  the source.  I n  addit ion,  this  chain  of  docum entat ion  is subject  to  audit  by  REI  or  its  designated

auditor.  A cert ificate of  conform ance should  accom pany  each delivery  of  m aterial  from  the supplier  at test ing to  the

source.  Chain  of  custody cert ificat ion  under  cert ificat ion  program s such  as those recognized by  Program m e for

Endorsem ent  of  Forest  Cert ificat ion  schem es will  be sufficient  to  m eet  this  requirem ent .

Cert ified — The chain  of  custody will  be deem ed  "cert ified"  if  each party in the supply chain  has received cert ificat ion  by



FSC or  a system  deem ed  equivalent .

Definit ions:

Undesirable — Paper  and wood  fiber that  is the product  of  illegal  logging  or  is obtained from  cont roversial  sources in

areas that :  cont r ibute  to  hum an  r ights violat ions,  dr ive arm ed conflict  from  t im ber  operat ions,  act ively  convert  natural

forests to  plantat ions or  non- forest  uses, or  use t im ber  from  genet ically  m odified t rees or  sourced  from  high

conservat ion  value forests (HCVF) ,  unless the source is cert ified under  a credible cert ificat ion  program  such  as FSC.

Acceptable — Acceptable sources of  fiber are those that  are not  undesirable sources,  although  they  have not  been

form ally  cert ified.

Cert ified — Sources that  have received cert ificat ion  by  FSC are autom at ically  considered to  com e from  acceptable

sources.
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We aspire to  becom e a zero waste- to - landfill  business by  2020. I m agine literally  having no garbage  dum psters at  any

REI  facilit y.  We recognize that  this  m eans we m ust  cont inue to  take  very  aggressive  act ions on waste reduct ion and

recycling  in order  to  m eet  our  goal.

Estimated Waste Volume (Cubic Yards)

Estimated Waste Weight (Tons)

Waste Summary

Highlights
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Cardboard is the m ain  com ponent  of  our  waste st ream ,  and com es m ost ly from  our  retail  operat ions and dist r ibut ion

centers.  Nearly  all  cardboard waste from  these sources is recycled,  along  with  a high percentage of  the other  wastes

generated at  these facilit ies.

I n  2007 we launched com m ercial -scale com post ing for  food  waste in our  headquarters café in Kent ,  Wash.  We hope  to

learn from  this  program  because we believe  in future years com post ing will  be a key  tool to  achieve our  zero-waste to

landfill  goal.  We also  put  in place recycling  program s at  our  stores and facilit ies to  divert  hazardous m aterials such  as

fluorescent  light  tubes and bat ter ies out  of  our  waste and into recycling.

Last  year  we also  launched a plan  to  replace  chem ical  solvents (used  to  clean bicycle parts)  in all  of  our  stores with

m achines that  use water  and sonic waves.  This technology  will  reduce our  em ployees'  exposure to  hazardous m aterials

and elim inate approxim ately 4,000 gallons of  hazardous m aterial  from  our  bike shops. This change will  take  place

beginning  in 2008.

Get t ing even further  into our  waste st ream ,  we partner  with  Alchem y Bags to  recycle used  inner  tubes from  our  bike

shops. Alchem y Bags uses the inner  tubes to  create highly  stylized m essenger  bags,  which are sold  in our  stores.

Taking into considerat ion our  ent ire  waste st ream  sources com bined  — wooden pallets,  paper,  cans and bot t les,  and

other  m iscellaneous waste st ream s — and those described above,  we are act ively  recycling  approxim ately 76 percent  of

our  waste by  weight ,  or  67 percent  by  volum e.  Our  aggressive  efforts in recycling  today will  help  t rem endously  in our

goal  to  becom e a zero waste- to - landfill  organizat ion  by  2020.

Challenges

While we cont inue to  divert  a t rem endous am ount  of  our  waste from  the landfill  and into recycling,  a lot  of  work

rem ains to  m eet  our  zero waste- to - landfill  goal  by  2020. For  exam ple,  recycling  opt ions and food  waste com post ing

program s are lim ited in the com m unit ies where we do business.

Further,  we count  all  const ruct ion waste associated with  our  building efforts as part  of  our  waste st ream ,  versus the

cont ractor 's waste st ream .  This adds to  our  overall  volum e of  waste generated and presents addit ional challenges when

it  com es to  ident ifying recycling  program s.

To address these challenges we will  work with  other  businesses in our  m arkets to  push  for  and support  recycling

program s. We see this  as an opportunity to  help  create environm ental im provem ents in the m arkets we serve.

Looking Forward

We have hired  a packaging engineer  within  in our  REI -brand team  and are working to  m inim ize the am ount  of  packaging

needed  to  t ransport  and display  our  products.  We are taking  steps to  br ing  the standards for  product  packaging in line

with  our  paper  standards described above.

Methodology

I n  2007 we gathered data for  our  ent ire  operat ions on the am ount  of  waste we produce,  the percentage we recycled,

and what  m aterials m ake up our  waste st ream .  This expanded our  scope from  our  2006 report ing and expanded our

baseline to  m easure progress in the com ing years.

Our  retail  data was com piled  through  a collaborat ive research  project  with  graduate students in sustainable business

from  the Bainbridge Graduate  I nst itute.  I n  2008 we plan  to  develop  further  system ic m ethods to  m easure and reduce

our  waste.
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One of  our  m ost  significant  environm ental im pacts of  our  business is our  buildings.  They enable us to  provide excellent

em ployee and custom er  experiences,  and serve  as one of  our  biggest  opportunit ies to  connect  with  com m unit ies and

advance the core purpose of  the co-op.  However,  the operat ion  of  our  buildings also  im pacts our  efforts to  reduce our

overall  energy  use.

Our  short - term  goal  is ensure that  by  2009 all  new  locat ions would m eet  or  exceed U.S.  Green  Building  Council's

LEED® -cert ified standards.  I n  addit ion,  we want  to  m ake REI 's buildings achieve the lowest  energy  intensity  in their

class.  We also  intend to  apply for  LEED cert ificat ion  on at  least  one typical  store per  year.  While we will  not  likely  pursue

cert ificat ion  for  each new  store, we will  use the standards to  have reasonable confidence our  buildings take  their

environm ental im pact  into considerat ion.  Our  reasons for  building green are to:

Enhance the custom er  and em ployee experience

Reduce operat ing costs

Reduce environm ental im pacts

Align  our  buildings with  our  values and the REI  brand

Energy Density (KBtu/sq. ft.)

Highlights

I n  2007 we opened two  new  "green"  facilit ies, our  Boulder,  Colo.  prototype retail  store and our  Bedford,  Penn.

dist r ibut ion  center.  Both  projects were built  to  achieve LEED-Silver  cert ificat ion.  Our  Bedford  dist r ibut ion  center  received

its  LEED-New Const ruct ion Silver  cert ificat ion  in January  2008, and our  Boulder  store's cert ificat ion  is in process as of

April  2008.

At  525,000 square feet ,  our  new  Bedford  facilit y  is one of  the very  few  dist r ibut ion  centers in the count ry to  receive

LEED cert ificat ion.  I t  incorporates energy  efficiency concepts such  as m ore than 360 skylights and windows,  which br ing

in the daylight  and great ly  decrease energy  dem and.

As our  first  prototype green store, the Boulder  store also  served as our  part icipat ion in the U.S.  Green  Building  Council's

LEED for  Retail  pilot  project ,  which has the goal  of  creat ing cert ificat ion  procedures that  are less cost ly  and t im e

intensive for  the retail  const ruct ion indust ry.  With  features such  as high efficiency system s and rapidly  renewable

building m aterials,  our  Boulder  store includes our  first  built - in photovoltaic solar  panels.  These panels allow  the store to

self -generate  a percentage of  its  power  direct ly  from  the sun.

Our  Boulder  store also  received Chain  Store Age's 2007 Retail  Store of  the Year  award for  Environm ental Sustainabilit y.

As we cont inue to  grow,  we will  pursue innovat ive  ways to  decrease the environm ental footpr int  associated with  our

facilit ies. I n  2007 we m easured the energy  density throughout  all  of  our  operat ions.  Energy  density refers to  elect r icity

and natural  gas usage com bined  in each of  our  buildings divided by  that  building's square footage.  This allows us to

com pare energy  efficiency in all  of  our  buildings and understand where our  operat ions are less energy  efficient .

Challenges

While there  has been significant  progress in the green building indust ry  since REI 's first  efforts in the m id-1990s,  we

cont inue to  face challenges. Many  issues com e from  t rying  to  do things different ly  in a very  m ature const ruct ion

indust ry.  For  exam ple,  there  are issues in the cost  and availabilit y  of  environm entally -preferred  const ruct ion m aterials.

I n  addit ion,  it  can  be challenging to  separate supplier 's environm ental claim s from  real technical innovat ion.  I n  our  retail

const ruct ion,  we have m uch  less r isk tolerance than building owners in other  categories,  and therefore it  can  present

challenges to  store opening t im elines or  perform ance on new  technologies or  unproven  features.  Finally,  the

environm ental perform ance of  our  stores can  be cont rolled by  developers, const ruct ion cont ractors,  and local  building

codes.  All  of  these factors br ing  different  levels of  experience and support  for  our  green building object ives.

Looking Forward

I n  keeping  with  our  goal  to  use as m uch  renewable,  sustainable energy  as possible and solar  energy  in part icular,  we

will  begin  a significant  program  to  install solar  elect r ic and solar  hot  water  system s on a select  num ber  of  our  store

roofs.

We will  open  our  second prototype store that  incorporates an innovat ive  two - level design in Round  Rock,  Texas in 2008.

I n  order  to  test  our  standard building process, we plan  to  apply for  LEED cert ificat ion  at  our  Lincoln  Park,  I ll.  (Chicago)

store which will  open  in the fall  of  2008. This LEED cert ificat ion  will  help  us est im ate how green our  standard store

design actually  is.
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Methodology

Energy  density calculates the total energy  use for  a facilit y  by  convert ing  natural  gas usage ( therm s)  and elect r icity

usage (kilowat t -hours)  into a single  unit  (kilo -btus) .  After this  energy  input  is calculated,  we divide by  the square

footage of  the facilit y  to  get  the annualized  energy  density (kilo -btus per  square foot ) .  We exclude new  stores and new

facilit ies, such  as our  Bedford  dist r ibut ion  center,  in their  first  year  to  avoid ext rapolat ion errors based on part ial -year

data.
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The gear  and apparel  we design and sell  to  help  our  m em bers have a great  outdoor recreat ion experience can  cont r ibute

to  environm ental and social harm s.  As with  the operat ional side  of  our  business,  our  desire is to  ident ify  the negat ive

consequences of  products.  Through creat ivity  and innovat ion,  we will  begin  to  not  only  reduce the negat ives,  but

eventually  craft  solut ions which have net  benefits for  the planet .

We are just  beginning  this  process. We understand that  looking at  the full lifecycle of  products and working with  others

to  m ake changes requires a real investm ent .  I t  also  requires collaborat ion with  com panies across our  indust ry  and the

greater  supply chain.  We have learned  m uch  from  com panies that  have been working in this  area before us and we

hope  to  share our  learnings in order  to  help  our  indust ry  and others m ake progress.

Our  first  step has been to  the work of  establishing a vision and definit ion  for  "product  stewardship"  at  REI  and start

t rying  to  m easure product  im pacts.

Highlights

I n  2007 we int roduced REI 's ecoSensit ive  label  with  m ore than 40 branded apparel  styles, ident ifying select  item s that

have im proved environm ental perform ance com pared to  their  convent ional  counterparts.  We started  with  an em phasis

on fabrics with  a high percentage of  renewable,  recycled,  and/ or  organic fibers — organic cot ton,  bam boo,  hem p,  organic

wool,  post - indust r ial  recycled polyester, recycled polyethylene terephthalate (PET)  plast ic and polylact ic acid  (PLA) .

We also  worked  with  a group  of  colleagues in the Outdoor I ndust ry  Associat ion  to  launch  the OI A Eco- I ndex  working

group.  With  nearly  70 brands,  the group  is sharing collect ive  knowledge and developing a com m on fram ework  to

m easure,  report  and ult im ately  im prove  on the environm ental im pact  of  outdoor gear  and clothing.

Challenges

The first  challenge is reliable m et r ics for  environm ental im pacts. From  chem ical  use,  to  water  and energy,  to  end-of - life

im pacts, it  is difficult  to  quant ify  and qualify  data and begin  the process of  sharing this  inform at ion  up and down the

supply chain.  Sourcing  products and m aterials to  m eet  our  evolving  ecoSensit ive  standards also  presents a challenge.

Last ly,  com m unicat ing  effect ively  with  m em bers and custom ers about  the com plexity of  product  im pacts, while offer ing

authent ic inform at ion  in an approachable  non-expert  m anner  while not  inadvertent ly exaggerat ing  claim s is difficult .

Looking Forward

I n  2008 we will  define our  ecoSensit ive  program  based on the following  standards:

All  ecoSensit ive  products will  contain  either  50 percent  recycled or  85 percent  rapidly  renewable,  m inim ally  processed

text iles or  95 percent  organic cot ton.  A product  can  contain  a com binat ion  of  these three  adding  up to  95 percent  of

the product  by  weight .

Any cot ton used  in our  ecoSensit ive  products m ust  be organic cot ton.

No ecoSensit ive  products can  contain  m aterials listed on the Rest r icted  Substances List ,  which is a list  of  chem icals  and

m aterials we consider  unsustainable.

No polyvinyl  chlor ide (PVC)  can  be used  in our  ecoSensit ive  products.

Our  future goals also  include  assuring that  all  of  our  products m eet  our  vendor  fair  labor  program  standards.  We have

begun  to  roll  out  this  effort  to  ensure all  of  our  vendors m eet  these standards by  2009.
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Our  dynam ic workplace at t racts and retains m ot ivated,  ent repreneurial  and highly  talented  em ployees who play a role in

the co-op's vision, and seek  to  m ake a difference in their  com m unit ies.

We work to  m aintain  a st rong  culture that  inst ills a sense of  ownership  and em ployee pride. We offer  one of  the m ost

com pet it ive benefits program s nat ionwide, including  healthcare  coverage to  full-  and part - t im e em ployees (and their

spouses,  life partners and children) ,  a generously  funded  ret irem ent  plan,  incent ive pay, and vacat ion  and sick benefits

regardless of  the num ber  of  hours worked  each m onth.  Our  total com pensat ion package is designed to  support

em ployees as they  progress through  their  professional  careers at  REI .  We have also  been pilot ing a custom ized  work

environm ent  of  flexible work opt ions at  our  headquarters.

We endeavor  to  grow  a diverse em ployee team  and foster  an inclusive work environm ent  that  br ings out  the best  in

every em ployee.  A diverse workforce will  also  bet ter  prepare REI  to  be a resource in the com m unit ies where we have a

presence.  To do so,  we need to  recruit  and retain  em ployees who are representat ive of  our  com m unit ies.  To

com plem ent  these efforts,  we are also  working to  im prove  the diversity  port rayed in our  m arket ing  efforts,  and bet ter

understand and serve  the hum an -powered  outdoor recreat ion needs of  com m unit ies of  color  across the count ry.

While there  are im provem ents to  be m ade,  we are encouraged by  our  current  success:  our  retent ion  rate  is 70 percent  -

significant ly  higher  than the indust ry  norm .  Addit ionally,  for  the eleventh  consecut ive year,  FORTUNE m agazine  honored

us as one of  the " 100 Best  Com panies to  Work for  in Am erica."
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For  the eleventh  consecut ive year,  FORTUNE m agazine  honored  REI  as one of  the "100  Best  Com panies to  Work for  in

Am erica."  This year  REI  was ranked  num ber  34. We're proud  to  be one of  just  14 em ployers included every year  since

the m agazine  began com piling the list  in 1998, and one of  five com panies included in two  earlier  book versions. We

cont inue to  be recognized for  encouraging our  em ployees to  balance their  work and personal  lives.

The Great  Places to  Work I nst itute random ly  selected  400 REI  em ployees to  com plete an em ployee opinion  survey

m easuring  workplace pride, respect ,  credibilit y,  fairness and cam araderie.  Two- thirds of  the final  ranking is based on the

results  of  the em ployee survey, and one- third is based on com pany -provided  inform at ion  regarding  our  culture,  policies

and benefits.

While we're proud  to  receive this  public recognit ion,  we're also  pleased  with  in-house indicators that  show  a sat isfied

workforce:  our  high em ployee engagem ent  survey results  and retent ion  rates.

An  addit ional recognit ion  we received in 2007 was the highest  possible rat ing on the Corporate Equality  I ndex.  This

annual  survey, developed by  the Hum an Rights Cam paign,  m easures how U.S.  com panies t reat  their  gay, lesbian,

bisexual  and t ransgender  em ployees,  consum ers and vendors.
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Every  fall  we conduct  an anonym ous survey m easuring  the level of  em ployee engagem ent  at  REI .  The online survey is

available to  every em ployee and covers a wide range of  subjects including  operat ional and leadership effect iveness,

com m unicat ions,  and the co-op's benefits package.

Last  year,  83 percent  of  em ployees provided  valuable  feedback  so we can  learn how to  m ake REI  an even m ore

rewarding  place to  be part  of.  Being "engaged"  m eans em ployees are sat isfied with  their  jobs,  com m it ted to  their  work,

loyal to  REI  and willing to  help  shape our  successes.

Of  those that  responded to  the 2007 survey:

79 percent  consider  them selves highly  engaged  team  m em bers — retail  indust ry  norm  is 55%

80 percent  are ext rem ely  sat isfied with  REI  as a workplace

92 percent  have fun at  work

91 percent  would refer  a good  fr iend or  fam ily  m em ber  to  REI  for  em ploym ent

90 percent  gave REI  a favorable rat ing,  indicat ing  their  work environm ent  was welcom ing and inclusive

I n  2007 our  em ployee turnover  rate  was 36.5 percent ,  well  below  the retail  indust ry  rate  of  101 percent .  We credit  our

st rong  workplace culture,  sense of  em ployee ownership,  and com prehensive benefits package for  helping  us retain  our

talented  workforce.  For  the past  four  years,  our  turnover  rate  has declined,  and in 2007 was the lowest  in 10 years.

Employee Engagement Index

Overall Company Turnover
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I n our  2006 REI  em ployee survey, our  headquarters em ployees shared a desire to  work in m ore flexible work

environm ents and/ or  a lack of  balance in their  lives.  REI 's Custom ized  Work Environm ent  (CWE)  was developed to  create

and sustain  a support ive  workplace that  helps em ployees be successful  at  work and in their  personal  lives.

CWE offers a range of  flexible work opt ions:  flext im e,  com pressed  work weeks,  part - t im e work, job  sharing,

telecom m ut ing  and other  arrangem ents m eant  to  guide m anagers and em ployees in considering  possible flexible work

arrangem ents.  CWEs can  direct ly  benefit  REI 's bot tom  line through:

Enhanced abilit y  to  at t ract  and retain  talented  people

Greater em ployee sat isfact ion,  m orale and engagem ent

I ncreased  effect iveness and product ivity

Bet ter  coverage of  business operat ions and availabilit y  to  custom ers

I m proved/ reduced em ployee com m utes

I n  2007 we launched a CWE pilot  with  three  departm ents at  our  headquarters in Kent ,  Wash.  -  I nform at ion  Technology,

Merchandising  and Hum an Resources.  These team s were selected  because they  represent  a broad range of  funct ions and

jobs,  and each group  was in a different  stage  of  im plem ent ing their  own flexible working arrangem ents.

The pilot  is current ly  test ing the process, guidelines and resources we have developed,  and generat ing  feedback  on

possible im provem ents.  I n  2008, we expect  to  launch  CWE across REI 's headquarters where we are able,  and we will

evaluate  the program  for  im plem entat ion  in dist r ibut ion  centers and retail.
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We offer  our  em ployees com prehensive benefits and pay packages,  including  several opt ions that  are highly  unique in

the retail  indust ry.  Visit  REI .com / jobs for  a com plete overview  of  the benefits package offered  to  em ployees.  Following

are a few  highlights from  2007, including  program  im provem ents and financial incent ives:

Vacat ion  and sick  benefits  for  part - t im e  em ployees  — Part - t im e em ployees are valuable  cont r ibutors to  the co-op.

I n  2007, we began providing  m ore generous part - t im e vacat ion  accruals,  based on years of  service.  By  doing  so

extended  im proved sick and vacat ion  t im e benefits about  1,000 addit ional part - t im e team  m em bers.

Financial  incent ives — Based  upon  the financial success of  the co-op in 2007, REI  funded  m ore than $14 m illion  in

incent ives for  eligible full and part - t im e em ployees,  in addit ion  to  the nearly  $2 m illion  in m id-year  payouts in July  2007.

Retail  em ployees received financial incent ives twice annually  based on the success of  the co-op.  Since the program  was

int roduced in 2001, m ore than $97 m illion  in incent ive pay has been dist r ibuted  to  em ployees.

Ret irem ent  and profit  sharing  — I n  February  2008, the co-op dist r ibuted  m ore than $19 m illion  to  em ployees via  our

ret irem ent  and profit  sharing plan.  Eligible em ployees received a 15 percent  cont r ibut ion  to  their  plan  whether  they

cont r ibuted to  it  them selves or  not  — far  exceeding the retail  indust ry  norm  of  three  percent .  This represents full

funding of  a 10 percent  discret ionary  com pany  cont r ibut ion  under  the profit  sharing plan,  in addit ion  to  the five percent

guaranteed cont r ibut ion  to  the ret irem ent  plan.

Health  Care  Coverage  — I n  addit ion  to  offer ing extensive health  care benefits to  em ployees who work 20 or  m ore

hours a week,  we offer  an unprecedented subsidized  Part -Tim e Healthcare (PaTH)  to  our  em ployees regardless of  the

hours worked.  I n  2007, about  2,300 part - t im e team m ates were covered under  PaTH.

New  Benefits — I n  2007, we added other  supplem entary  benefits,  including  discounted gym  m em berships and a

sm oking cessat ion  program  for  all  em ployees,  and a weight  loss assistance  program  for  Puget  Sound-area em ployees in

Washington.
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We define diversity  as the wide range of  differences that  m ake each em ployee,  co-op m em ber,  custom er  and

com m unity  m em ber  unique.  Prim ary differences include  age,  race,  gender,  race/ ethnicity,  religion,  physical  abilit ies and

sexual  or ientat ion.  Secondary  differences include  m arital status,  parental status,  educat ional  level,  work experiences,

personal  values,  belief system s,  and individual goals and am bit ion.

We value diversity  in our  workforce,  m em bership and com m unity,  and recognize that  there  are opportunit ies for  REI  to

becom e m ore reflect ive of  the com m unit ies we serve.  We've recognized the need to  focus on diversity  and inclusion  for

several years,  but  form ally  incorporated them  as long- term  prior it ies in the 2006 REI  st rategic plan.  I n  2007, the co-op's

three  top pr ior it ies were:

Em ployee Diversity  — Recruit ,  develop,  prom ote and retain  a workforce representat ive of  the diversity  of  our

com m unit ies in term s of  gender,  age  and ethnicity.

Diversity  in the Outdoors — Bet ter  understand and serve  the hum an -powered  outdoor recreat ion needs of  com m unit ies

of  color  across the count ry.

I nclusion in the Workplace and Custom er  Shopping Experience — Create a workplace environm ent  and retail  experience

that  is welcom ing and respect ful  of  all  people.

Three steering com m it tees were form ed to  work on our  above stated  pr ior it ies,  each with  the goal  of  deliver ing  short -

and long- term  st rategies that  could  be im plem ented  across the com pany.

We believe  we can  do a bet ter  job  at t ract ing,  developing and retaining  a workforce that  represents the evolving  groups

of  people who share or  will  share our  love of  the outdoors.  With  a m ore diverse workforce,  the co-op can  be m ore

purposeful  in our  act ions and com m unity  connect ions.  Addit ionally,  em ployees who are representat ive of  our  custom ers

and com m unit ies will  provide an authent ic and welcom ing experience in the com m unit ies where we do business.

I n  2007 m ore than 400 em ployees part icipated in m ore than 40 focus groups held  in six  cit ies across the count ry to

share their  perspect ives on inclusion  at  REI .  Addit ionally,  in our  annual  all-em ployee survey, our  staff  gave a REI  90

percent  favorable rat ing indicat ing  the environm ent  in which they  work reflects a welcom ing and inclusive workplace.

Even with  these encouraging figures,  we believe  we st ill  have im provem ents to  m ake.

The Diversity  in the Outdoors steering com m it tee launched a pilot  program  in San  Diego,  Calif.  to  bet ter  understand the

city 's Lat ino com m unity  and how REI  m ight  be an im proved resource to  the city 's residents.  The pilot  will  cont inue

through  2008. The com m it tee also  m et  with  20 com m unity  leaders in the area to  bet ter  understand REI 's opportunit ies.

Our  diversity  and inclusion  efforts will  cont inue to  receive generous investm ent  of  resources in the com ing years.

Employee Demographics

Within  REI  we look closely  at  em ployee dem ographics such  as age,  race/ ethnicity  and gender.  We believe  that  long-

term  t rends provide a m ore accurate and holist ic way  to  t rack m easurable progress rather  than creat ing accountabilit y

standards around a quota system .

Employee Demographics
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A prior ity  at  REI  is to  at t ract  and engage a talented  workforce that  reflects the diversity  of  our  com m unit ies.  I n  2006 we

began m oving REI 's hir ing funct ions from  a staffing  m odel to  a recruitm ent -or iented organizat ion.  I n  2007 we m ade

m ajor  organizat ional investm ents by  hir ing a director - level leader  to  oversee recruitm ent  and adding  two  field -based

recruitm ent  posit ions to  support  m anagem ent  hir ing in local  m arkets.

Our  vision of  talent  m anagem ent  and recruit ing is to  " fuel  the longevity  and success of  REI  as a prem ier  recruit ing

organizat ion  known  for  dr iving talent  st rategies and inspir ing  a recruit ing culture."  Six  aspirat ions guide our  efforts:

Build  a best - in-class recruit ing team

Create an REI  recruit ing culture

Leverage our  em ploym ent  brand to  bet ter  com m unicate that  REI  is a great  place to  work

I m plem ent  st rategic sourcing m ethods that  enable REI  to  proact ively  build a pipeline of  candidates represent ing the

diversity  of  our  com m unit ies.  Techniques include  em ployee referrals,  cold  calls,  internet  recruit ing networking and

out reach

I dent ify  internal  and external  talent  through  a talent  m anagem ent  st rategy

Develop integrated talent  m anagem ent  system s to  recruit  and t rack talent  effect ively.  Deploy  and com m unicate with

that  pipeline of  talent

Addit ionally,  in the com ing year  we will  enhance our  recruit ing process by  im plem ent ing a new  enterprise-wide applicant

t racking and on-boarding system  to  enable us to  have full access to  all  available candidates,  and im prove  the efficiency

of  our  hir ing processes.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Recruit ing
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At  REI ,  we dedicate significant  t im e and staff  resources to  ensure our  work environm ent  is inclusive for  all  em ployees,

co-op m em bers and custom ers.  This is accom plished through  em ployee t raining  and orientat ion and t raining  new  retail

m anagem ent  supervisors how to  be culturally  aware.

I n  2008 REI  earned  the highest  possible rat ing on the Corporate Equality  I ndex.  This annual  survey, developed by  the

Hum an Rights Cam paign,  m easures how U.S.  em ployees t reat  their  gay, lesbian,  bisexual  and t ransgender  em ployees,

consum ers and vendors.

Within  REI  we look closely  at  em ployee dem ographics such  as age,  ethnicity  and gender.  We believe  that  long- term

trends provide a m ore accurate and holist ic way  to  t rack m easurable progress than creat ing accountabilit y  standards

around a quota system .

Employee Demographics

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Em ployee Dem ographics
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REI 's Charitable Act ion  Cam paign  (CAC)  is our  opportunity to  extend our  core value of  service through  personal

philanthropy.  We partner  with  the United Way and Earth  Share,  each of  which supports a wide variety  of  organizat ions in

our  com m unit ies.  Em ployees are also  able  to  ident ify  nonprofit  organizat ions of  personal  im portance in their  local

com m unity  or  across the globe.

REI  m atches every donat ion  up to  $1,000, autom at ically  doubling  our  em ployee's cont r ibut ions. I n  2007, 1,300

em ployees collect ively  donated $662,480 to  United Way and Earth  Share and to  900 nonprofit  organizat ions around the

world.  This represents a 12 percent  increase in em ployee part icipat ion and a 26 percent  increase in dollars over  last

year.

All  in all,  with  REI 's m atching  funds of  $526,560, we collect ively  generated a total of  $1.19 m illion.  2007 m arked the first

year  that  our  CAC has raised m ore than $1 m illion.

REI Charitable Action Campaign (employee donations)

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Charitable Act ion  Cam paign
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At  REI  we are dr iven to  provide safe,  healthy, em ployee- fr iendly  work environm ents.  This extends not  only  to  our  team

m em bers in the United States,  but  also  to  those em ployed by  our  m anufactur ing  partners.  Our  goal  is — as it  has been

for  m ore than a decade — to  assure that  factor ies where REI  brand gear  and apparel  are m ade provide appropriate,  safe

and hum ane working environm ents that  m eet  our  expectat ions.

Fair  labor  and factory  com pliance is com plicated  because we sell  our  own branded goods and the goods of  others. We

also  source products both dom est ically  and internat ionally,  often  in developing count r ies.  While labor  laws in som e of

these count r ies m eet  internat ionally  recognized standards,  others do not  yet  m eet  our  accepted  standards to  ensure

com pliance.

We take  a two -pronged approach to  reach our  above-stated  com pliance goal:

Through the use of  audits,  we work to  achieve factory  com pliance in the cont ract  facilit ies where REI  products are

m anufactured.

We collaborate with  outdoor indust ry  peers on a com m on set  of  com pliance standards where non-REI  branded products

are developed.

Our  ongoing work is m oving us closer  to  the long- range goal  of  assuring that  all  products sold  in REI  stores are

m anufactured in factor ies that  adhere to  internat ional standards of  safety  and fair  labor.

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Factory & Labor Com pliance
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REI  does not  own any  m anufactur ing  facilit ies, and therefore we work with  partners in the United States and around the

globe to  m anufacture REI -branded gear  and apparel.  These products represent  approxim ately 20 percent  of  the item s

sold  by  the co-op.

Our  cont ract  factory  partners are an extension  of  our  brand and ensuring safe and healthy working environm ents for

their  workers is cr it ically  im portant .  We seek  to  develop  and m aintain  t rust ing relat ionships with  factory  owners to  help

ensure that  workplace condit ions protect  the workers who m ake our  products.

Process for Sourcing Standards Compliance

New factor ies and new  vendors m ust  be prequalified.  This requires a vendor  to  provide a self  evaluat ion  of  com pliance

with  REI 's policy  for  labor  and workplace pract ices.  The factory  can  provide evidence of  com pliance by  either  showing

cert ificat ion  to  WRAP,  SA8000,  or  FLA, or  providing  a recent  audit  from  an independent  audit  firm .  I f  none of  these are

available,  we m ay schedule a full audit .  I f  v iolat ions are found,  we require im plem entat ion  of  a correct ive program .

I n  2007, m ore than 50 percent  of  our  cont ract  factor ies,  represent ing 95 percent  of  the dollar  value of  REI  brand

products had undergone a full audit  by  a third party auditor.

Minor vs. Major Violations (number of violations per audit)

Audit Violations (percentage of total violations)

Violations

Each  year  our  team s audit  approxim ately 20 factor ies that  m anufacture REI -branded products.  When  we find instances

of  wage  and hour  or  health  and safety  violat ions,  we work with  factor ies to  im plem ent  correct ive act ions and resolve

issues.

The graph illust rates that  the current  m odel of  audit ing without  addressing root  causes fails to  yield sustainable

im provem ent .  The increased num ber  of  audits in factor ies outside  of  the apparel  sector  has resulted in a higher  num ber

of  violat ions.  We also  see an increase in violat ions in vendors we're audit ing a second t im e.

Challenges

Factories face conflict ing  dem ands of  shorter  lead  t im es and higher  m argins,  and the com pliance expectat ions to  lim it

overt im e  and pay legally  m andated wages.  To address this,  we have:

I m proved audit  pract ices to  discover  falsificat ion  of  records

Encouraged supplier  t ransparency  by  assuring them  that  wage  and hour  violat ions will  be addressed by  developing a

long- term  plan  for  cont inuous im provem ent ,  but  that  record  falsificat ion  can  result  in term inat ion

About  REI  >  Stewardship  >  2007 Stewardship  Report  >  Factory Com pliance
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Engaged suppliers and other  brands to  bet ter  understand the conflict ing  dem ands that  have created  the current

problem

Future

After a decade of  audit ing,  we realize the lim itat ions of  the current  audit  m odel.  While som e areas have im proved

(health  and safety  pract ices) ,  others rem ain  unchanged (wage  and hour  violat ions) .

While factory  audits cont inue to  be a m ainstay  of  REI 's efforts,  we are developing new  processes and program s to

enhance effect iveness. For  exam ple,  to  address record  falsificat ion  we have engaged  an audit  com pany  to  audit  only  one

factory  for  one custom er  — REI  — and the brand we're collaborat ing  with.  This will  encourage the factory  to  be

t ransparent  and not  worry  that  another  brand with  a zero tolerance policy  will  com e in and put  them  at  r isk to  lose all  of

their  business.

And  in 2008, m em bers of  the Outdoor I ndust ry  Associat ion  Factory Labor Working Group will  m eet  with  a group  of  their

m ajor  factory  suppliers to  discuss why  factory  owners falsify  records.
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We want  to  be ensured  that  the non-REI  branded products we sell  are m anufactured following  procedures that  align

with  our  core values.  We have set  high standards for  fair  labor  pract ices with  our  factory  partnerships, and we inspire

leadership across the outdoor indust ry.

I n  2006 we partnered  with  the Outdoor I ndust ry  Associat ion  (OI A)  to  publish  a fair  labor  toolkit  to  help  com panies do a

bet ter  job  of  ethical  sourcing and raising awareness of  labor  com pliance issues throughout  our  indust ry.

I n  2007 we piloted  a program  to  learn about  the labor  com pliance program s of  our  non-REI  brand vendors, by  working

with  20 vendors represent ing the scope of  our  business.  This process helped us bet ter  understand how prevalent  labor

com pliance program s are am ong our  vendor  base,  and develop  the tools needed  to  inform  and educate brands on this

topic.

Highlights

Through our  work, we cont inue to  raise expectat ions am ong other  brands that  they  should  exam ine labor  condit ions in

their  supply chains.  I n  parallel,  we work through  the OI A to  help  develop  tools m aking it  easier  for  vendors to  com plete

the audit ing process. This has increased the scope of  our  efforts exponent ially.

Because our  business spans indust r ies in which labor  com pliance is prevalent  (apparel  m anufactur ing)  and indust r ies

where it  is less so ( light  m anufactur ing) ,  we have the abilit y  to  help  create labor  com pliance com petence where it  has

histor ically  not  existed.

Challenges

After a decade of  effort  we realize that  we st ill  have work to  do to  accom plish  our  goals.

Looking Forward

Our  next  step is to  understand how the top 50 brands in our  port folio are perform ing in labor  and factory  com pliance.

Our  long- term  goal  is to  have reasonable confidence that  all  brands carr ied  at  REI  are m anufactured in facilit ies that

adhere to  recognized internat ional standards of  fair  labor.
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