Organically Grown Company

“A small group of thoughtful people could change the world.
Indeed it’s the only thing that ever has.”

Margaret Mead
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OGC Mission & Valyeg

TO PROMOTE HEALTH THROUGH ORGANIC AGRICULTURE AS A LEADING SUSTAINABLE
ORGANIZATION

INTEGRITY
HEALTH Adhere to an ethic of honestly representing our
Nurture the overall health of the workplace, products and services, our intentions as a business
community, food supply, soil and planet. enterprise and our engagement in important community
matters.

PARTNERSHIPS o SUSTAINABILITY

Maintain positive long-term relationships that are Embrace the challenge of creating a more sustainable
built on trust with people and organizations across business model that distributes organically grown food in
the spectrum of food production and consumption. accordance with the principles of “good, clean, and fair”.

I. Why does OGC care about being more sustainable?

At Organically Grown Company (“OGC”), we recognize that our responsibilities extend beyond the
organic food products we distribute to the whole supply chain from production to consumption. We are
committed to working with our growers, customers and other trade partners to bring about a transition
toward a more sustainable food system. This commitment informs our decision-making, planning
processes and how we conduct our daily business. We believe that doing so honors our interdependence
with others in the industry, the community at large, and the planet we share.

So, what do we mean by “‘sustainability” and “sustainable food”? From a human-centric point of view,
it means that we cannot degrade the earth’s life-support systems and that we must find ways to ensure
that resources are used fairly and efficiently to meet the basic needs of people world-wide.

Broadly speaking it means that we must

... radically increase productivity in the use of natural resources, shift to biologically inspired
production methods and materials, move toward service-and-flow business model and reinvest
in natural capital resources.

-Paul Hawkin and Emory Lovins, Natural Capitalism

[1. Our Journey: OGC Annual Sustainability Planning Process

Starting in 2006, Organically Grown Company established an annual planning cycle to identify what
sustainability initiatives we will pursue, how specific projects will be designed, implemented and
funded. Each summer, we conduct annual sustainability trainings with all new employees. In the early
fall, we assemble an employee-led Sustainability Steering Committee to conduct an annual audit of our
business and develop new sustainability projects for the following year. Next our Management Team
evaluates and integrates selected sustainability projects into our annual operating plan. With the start of
the New Year we launch the new projects.



2009 Progress Report

Annual All-Employee Sustainability Trainings

On January 27, 19 staff participated in an advanced “Level 2 Sustainability Training” led by Duke
Castle of the Oregon Natural Step Network. The class addressed how to use sustainability principles to
inform decision-making, planning and leadership efforts. On May 22 & 26, 18 staff attended the OGC
Sustainability Orientation which included presentations from our Management Team and an
“Introduction to the Natural Step Framework”. Over the past three years, 200 staff, 5 grower-owners
and members of OGC’s board of directors participated in sustainability orientation training sessions.

Sustainability Steering Committee

Starting in July, the OGC’s Sustainability Steering Committee began meeting periodically to: 1)
evaluate the previous year’s sustainability efforts and to benchmark overall progress, 2) revisit OGC’s
long-term sustainability breakthrough goals and reorient as needed, and 3) identify initiatives that we
will incorporate into our 2010 Annual Operating Plan.

We are grateful to the 13 individuals, representing a cross-section of the company, who served on the
2009 Steering Committee

Eugene, OR: Jason Smith (Information Technology); James Brown (Finance); Rene Purvine
(Finance); Natasha Spoden (Sales & Marketing); Scott Kirkpatrick (Sales & Marketing)

Portland, OR: Jill Montgomery (Finance); Chris Schuster (Purchasing & Inventory Management);
Chris Petrick (Transportation); Michael Freeston (Purchasing & Inventory Management); Randy
Archer (Sales & Marketing); Mike Young (Repack); Kam Dobbins (Warehouse)

Central Point, OR: Brian Chapman (Inbound Logistics)

Annual Benchmarking

The Sustainability Steering Committee systematically reviewed and rated our progress on each of our
2008/9 sustainability initiatives and made recommendations on what activities needed to be better
supported or discontinued. Additionally, the group examined and rated our company’s performance in
the areas of organics, distribution, energy, climate change, water, waste, packaging, labor, consumer
education, and governance.

This benchmarking exercise revealed considerable progress as well as identified gaps in our business
practices that result in unsustainable behaviors and processes. Overall, OGC has made real measurable
progress towards our long-term goals over the last 5 years. However we are learning that there must be
ongoing attention to maintain existing gains and avoid eroding progress in some areas. Recognizing
this challenge, the Committee established a standing Zero Waste Committee that meets monthly to
focus attention on waste reduction and resource conservation, react proactively to changes in demand
for recyclable products, and maintain employee awareness and compliance (i.e. new hires necessitate
continual orientation).




Review of Long Term Goals & Establish 2010 Initiatives

Each year, the Sustainability Steering Committee takes a fresh look at OGC's long-term sustainability
goals. This year, the group unanimously agreed that our long-term goals were still on target serving as a
good compass to guide our company efforts.

OGC LONG-TERM SUSTAINABILITY GOALS:

Goal #1: Achieve carbon neutrality and eliminate fossil fuel use

Goal #2: Eliminate solid waste and toxic substances

Goal #3: Achieve on-farm sustainability and small/medium farm viability

Goal #4: Foster a healthy and fulfilling workplace

Goal #5: Build customer and broader community awareness and support for a
healthy and sustainable food system.

After reaffirming our long-term sustainability goals, the Committee employed a process called “back-
casting”' to generate a list of near-term projects.

OGC Sustainability Planning Process

Backcasting Planning Process
SteplWhat are we doing that is unsustainable?

Step 2What would our business look like if we were
fully sustainable?

Step 3What ee the actions we can take in the next 1,
5, 10+ years to move towa

Establishing 2010 Initiatives

The Committee identified 45 projects" that OGC might take on in the coming year to work toward our
long-term goals. We vetted these ideas with all OGC staff using our SharePoint online discussion board
and narrowed down the list to 8 key projects that were incorporated into our 2010 Annual Operating
Plan.

Long-Term
2010 Initiatives Sustainability
Goal Addressed

Support Operations Department on developing a Greener Trucks Plan by
7/31/10 that will provide guidance on new leases and capital equipment
contracts over the next 5 years. Study options for innovation such as additional 1&2
hybrid truck capacity, reflective paint, aerodynamic components, biogas,
photocells for trailers, emission reduction technology, etc.

Maintain standing Zero Waste Committee to ensure waste reduction protocols
are met and continue to identify additional opportunities for resource 2
conservation.




Work with supplies committee to support the expansion of reusable container
program (RPCs).

Implement locally sourced fully recyclable wax-alternative boxes with
LADYBUG brand replacing 40,000 boxes & re-pack operations replacing 2
75,000 boxes.

Explore & implement green consumer level packaging (i.e. fully recycled
content PET clamshells).

Explore efficacy of Non-GMO Project Verified & Salmon Safe certification for 3
LADYBUG brand other OGC vendors.

Pursue Fair Labor certification for LADYBUG growers. Conduct fair labor
pilot audits on 4 farms by 6/30/10 and make go/no go decision with respect to 3
full roll out to all LADYBUG farms.

Support Human Resources in development and roll out of an employee Health
and Wellness Program that will encourage and support the personal health of 4
employees.

Organize Part 2 of the Northwest Organic Farm Food Safety Summit by
3/15/10.

Continue to pursue trade and research partnerships to advance the development 35
of food safety programs and legislation that consider small-med scale
conservation-oriented farms.

Support the success of the Organicology conference in February 2011, that
OGC will co-sponsor with Oregon Tilth, the Organic Seed Alliance, and the
Food Trade Sustainability Leadership Association. Provide unparalleled 5
opportunities for education and networking across the organic trade to move our
agenda forward.

Metrics and Reporting

Organically Grown Company was one of the founding members of the Food Trade Sustainability
Leadership Association (FTSLA) www.ftsla.org. This organization provides businesses in the organic
food trade with guidelines and recommendations for how to embody sustainability in their own
operations. The FTSLA spent two years compiling input from organic growers, distributors, processors,
retailers and certifiers to create an 11-point action plan titled “Declaration of Sustainability in the
Organic Food Trade”. Companies who sign the pledge commit to continual improvement and transparency
around practices in key areas.

In 2008, OGC signed on to the Declaration committing to reporting annually our performance in the
11-action categories that include organic, distribution, energy, climate change, water, waste, packaging,
labor, animal welfare, consumer education and governance. In 2009 we submitted our first annual self-
audit report on our performance to the FTSLA.

In order to drive our sustainability performance throughout the year, key metrics are reviewed once per
month by managers and selected metrics are posted regularly on bulletin boards at each facility. We
strive to include forward-looking targets for each of our performance indicators.


http://www.ftsla.org/

I11. Environmental Responsibility and Leadership

Organic Farming: Over 99 percent of the food we distribute is organic. We are certified by Oregon
Tilth as a handler of organic produce. Organic farming is a holistic production management system
which promotes and enhances agro-ecosystem health, including biological cycles and biological activity
within the soil.

At OGC, we believe that organic farming provides the strongest platform we have for moving towards
the paradigm of a sustainable food system. Organic farming:
U Avoids the use of toxic and persistent synthetic inputs that nature cannot process.
0 Utilizes fertility management systems that are based on renewable (e.g. solar) inputs, versus
non-renewable inputs (e.g. fossil fuels).
U Recycles waste whereby plant/animal byproducts are converted into soil nutrients.
U Promotes biodiversity.

Transportation: In 2009, we drove 1,010,602 miles, consumed 130,714 gallons of regular diesel
and 38,138 gallons of biodiesel, while distributing over 60 million pounds of food to Northwest
communities. Our fleet consisted of 16 tractors, 17 trailers and 5 bobtail trucks.

Biodiesel Fuel: In 2009, our average fuel blend was 22% biodiesel/78% petrol diesel. We missed our
target of using an average blend of 30% biodiesel due to fuel availability and economic pressures.
During the winter, we encountered issues with biodiesel gelling.

OGC’s biodiesel is supplied by SeQuential Biofuels www.sgbiofuels.com , which derives 95% of their
biodiesel from used cooking oil feedstock, turning a waste product into clean non-polluting fuel. The
remaining 5% of SeQuential’s biodiesel is sourced from canola oil grown in Echo, Oregon. According
to the U.S. Environmental Protection Agency biodiesel exhaust produces 78% less carbon dioxide
(CO2) emissions than petroleum derived diesel"; CO2 is the main greenhouse gas contributing to global
warming.

Hybrid Truck: OGC entered our third year of
making deliveries in a Kenworth T300 hybrid- U
electric class 6 truck. The truck saves 10-30% on Mx; Pioneers in the Fight

é Against Global Warming

fuel compared to comparably-sized conventional
trucks, has 33,000 Ib Gross Vehicle Weight
capacity, and runs on a 99% biodiesel blend. Over
the holidays, Penske invited OGC to test one of
the first class 7 hybrid heavy duty trucks that
International Truck is developing.

Fleet Upgrades: In 2009, OGC leased a 2012 Class 8 Kenworth T-660 tractor. It is the most fuel
efficient class 8 truck in OGC’s fleet, averaging 7.9mpg. Over a six year period, this truck is expected
to save approximately 20,000 gallons in fuel. In addition the truck qualified for a $20,000 Federal tax
credit under the Diesel Emissions Reduction Act. This truck has a DPF (diesel particulate filter) which
qualifies it as a “Clean Air” certified vehicle, producing 1/65 the nitrous oxide emissions to a
comparable truck. Additionally, OGC transitioned two refrigeration units from diesel to electric, saving
approximately 60 gallons of diesel fuel use per week.

Driving Fuller Trucks: A major focus of 2009 was maximizing backhauls to keep our trucks full
coming and going. Upon joining OGC in early 2009, Brian “Grizz” Chapman focused on increasing


http://www.sqbiofuels.com/

backhauls for our trucks hauling product to southern Oregon. Thanks to more effective planning
coordination, OGC increased backhaul and freight activities in 2009, this contributed to a 7% increase
in overall cases shipped by OGC. Driving fuller trucks results in a trade off of lower miles per gallon,
MPG declined slightly from 6.77 to 6.71 between 2008 and 2009. Positively, cases shipped per mile
driven increased from 3.22 in 2008 to 3.31 in 2009.

Delivery by Bicycle in the Urban Core: In March 2009, OGC began contracting with B-Line, an
urban bike delivery company that uses European style trikes, which can hold up to 600 pounds each, to
deliver our produce to the dense urban core of Portland where parking and traffic make deliveries more
costly and energy-intensive. B-Line now has three clients, including Organically Grown Company,
Portland Roasting Co. and NatureBake. In 2009, OGC used B-line to avoid driving 2,745 miles with our
trucks, eliminating 9,095 Ibs of CO2 emissions.

Safety on the Road: OGCs 12-month trailing average Accident Frequency Ratio per 1,000,000 miles
driven dropped from 7.15 in January, down to 1.97 in December of 2009.

Facilities & Energy: OGC pays a premium on its electric bills to support 100% renewable energy at
our three facilities in Eugene, Portland and Kent." Most of the funds are invested in wind power
projects in the Columbia Gorge. A small amount goes to solar, low-impact hydro and biomass projects.
This amounted to a premium of $14,977, or 10%, for renewable power in 2009.

Overall, our total electric consumption remained slightly
higher than the previous year. Our electric KWH
consumed per square foot went from 1.64 to 1.60 as a
result of expanding the Eugene warehouse by 4,100
square feet .

In 2009, we saw a positive improvement in the amount of
energy consumed per case of product moved. We
measure the total amount of energy consumed (including
total purchases of electricity, natural gas, diesel and
biodiesel) per case of produce moved through our fleet and facilities. In 2008, we consumed an average
of 9,337 BTUs of energy used per case. In 2009, we consumed an average of 8,727 BTUs. This
improvement was driven primarily by increasing the amount of backhaul and freight activities by 4 fold.

In 2009 OGC made the following “green” improvements in the Eugene warehouse:

U Procured a pallet banding shredder to turn waste material into a recyclable commodity. As a result in
2009, we diverted more than 60 cubic yards of banding away from the landfill.

U Switched to a new truck washing service provider that uses only steam and Green Seal Certified
soaps to clean our trucks.

U Initiated collection of wax boxes from the two First Alternative stores in Corvallis, composting over
120 cubic yards of wax corrugate that would have otherwise been sent to the landfill.

In 2009 OGC made the following “green” improvements to the Portland warehouse:

U Underwent an on-site energy audit of our coolers (the largest source of energy consumption in our
facilities) conducted by Cascade Energy Engineering www.cascadeenergy.com . The audit confirmed
that we had captured most of the “low hanging fruit” with regard to efficiency. Recommendations that
will be implemented include adjusting refrigeration defrost cycles and procedural changes by our
third-party refrigeration technicians.



http://www.cascadeenergy.com/

U Purchased new “on demand” Smart Chargers for the remainder of our large equipment (e.g. forklifts
and rider jacks) this will save energy and increase the life of batteries”.

U Installed light emitting diodes (LED) lighting in the new cooler remodeling project, saving 39% in
energy with better light output. The new bulbs are recyclable and the fixtures use no ballasts, thus
eliminating the heavy metals associated with ballasts.

Continuous Improvement Teams: In the fall of 2009, to complement our new Employee Stock
Ownership Plan, OGC began its first formal Continuous Improvement (CI) Teams in Eugene &
Portland, led by the Operations Department. Cl Teams have been widely used as a management tool in
many successful and innovative companiesvi to create a formal structure for employee led problem
solving that ensures sustained positive changes overtime. The CI process provides a common language
for problem solving, a formal way to receive ideas on how we might improve our day-to-day work to
fruition, by harnessing knowledge from the group to improve total work systems. The new OGC CI
Teams are expected to align OGC’s daily practices with the company’s credo.

Climate Change and Greenhouse Gas Emissions: One of our long-term sustainability
objectives is to “eliminate fossil fuel use and achieve carbon-neutrality” (i.e. zero net carbon emissions).
We have developed a metric to track our direct green house gas emissions by measuring the tons of
carbon dioxide (CO2) emitted into the atmosphere resulting from our use of electric, diesel, biodiesel,
and natural gas. *"

In 2009, OGC emitted 1493 metric tons of CO2. This represented a 13% increase over 2008 emissions
of 1316 metrics tons. The main culprit for the increase was decreased usage of biodiesel. Secondarily,
our consumption of natural gas, used for heating offices and warehouses, increased by close to one-
quarter.

To reduce our direct emissions, we must continue to find ways to reduce our consumption of petroleum
diesel and natural gas usage through efficiency measures and fuel-switching to renewable, non-polluting
sources. We recognize that much of the infrastructure and technology needed to make this transition is
still not commercially viable, but we remain committed to doing what we can to move diligently in this
direction. In addition to managing our internal carbon footprint, we must engage policy makers and
others to encourage the development of infrastructure to support greenhouse gas emissions reductions.
This year, Natalie Reitman-White, OGC’s Sustainability Manager, helped launch the Organic Trade
Association Global Climate Change Task Force, took part in the Climate Neutral Business Network,
and served as a food and agriculture specialist on the City of Eugene Community Climate and Energy
Action Plan. Through these groups, OGC is reviewing pending U.S. climate legislation and working to
influence policy so organic agriculture and sustainable business practices are positioned as part of the
solution to climate change.

Food Miles & Carbon Footprint Mapping: In 2009, OGC completed a two year project with Clean
Metrics http://www.cleanmetrics.com/ to develop a software tool that utilizes historical purchasing data
to map products from their point of origin to our facilities using multiple modes of transport (air, truck,
boat) to approximate the total food miles and carbon footprint per unit. In October, the project team
demonstrated the online tool for buyers and account representatives, for internal use and sourcing
planning. The project involved conducting phone interviews with over 50 suppliers who source from
multiple distant farms dependent on the season (i.e. a supplier who sources fall apples from Washington
& British Columbia, then shifts sourcing to Chile & Argentina in the spring).



http://www.cleanmetrics.com/

Solid Waste: Over the last four years, we reduced waste sent to the landfill by 55%.

In January, we were faced with a challenge when our Portland recycling stopped accepting waxed
cardboard boxes. This decision resulted in a doubling of our garbage service. The Zero Waste
Committee identified a local landscaping company that offered to shred the boxes to make mulch. In
addition, the team renewed the sorting system (e.g. new bins & signage) and garnered new employee
enthusiasm around waste reduction to cut waste-to-landfill back down by 50%. OGC also began a new
recycling program for employee’s to bring in their household florescent bulbs & batteries for proper
recycling, to avoid mercury and heavy metals leeching from landfill and/or incineration.

Organically GrownCompanyWase
2006 2007 2008 2009
Waste to landfill 376 tons 276 tons 176 tons 173 tons
Waste to recycle 644 tons 686 tons 1042 tons 864 tons
Waste to compost 110 tons 216 tons 215 tons 260 tons
Total 1130 tons 1178 tons 1433 tons 1297 tons

We donate pallets of edible but unmarketable organic fruits and vegetables to the Oregon Food Bank
and Food for Lane County almost daily.

Pounds of Produce Donated Annually

2005 2006 2007 2008 2009
Oregon Food Bank 170,279 | 259,311 | 327,460 | 191,065 | 244,272

Food For Lane County 125,000 | no data | nodata | 150,918 | 117,539

We compost all food that is too poor quality to be sold or donated. In four years, OGC has more than
doubled the amount of food and other waste sent to compost. Composting significantly reduces the
end-of-life greenhouse gas emissions generated by food. When organic matter decomposes aerobically
in a compost pile, it releases CO2. Product hauled to a landfill often decomposed anerobically — a
process that generates methane — a greenhouse gas that is 20 times more potent than CO2.

Packaging: Growers of wet vegetable produce in the USA typically use wax-corrugated boxes to
pack their produce. The wax lining helps the box retain its shape and prevents crushing of the contents.
The downside of wax-corrugated boxes is that they have historically been sent to landfills""'. OGC has
received feedback from both local growers and regional accounts that they would like us to take
leadership in eliminating the need to use wax-corrugated boxes (landfill single-use packaging).

Since 2006, we have been testing the use of reusable produce containers (RPCs) in our product line. In
2009, a cross-functional team worked diligently to establish a reliable and scalable system for tracking
RPC through the supply chain (involved creating new functionality in our enterprise resource planning
system, re-formatting shipping invoices & bills of landing, creating a new invoice verification process,
conducting driver/receiver/inventory maintenance training).

In June, OGC began receiving vegetable product packed in RPCs from a California grower that supplies
New Seasons, a nine-store grocery chain based in Portland, Oregon. This action eliminated
approximately 500 waxed-boxes per week from our waste stream. One of the downsides of this
arrangement is that used RPCs need to be shipped back to California to be washed and sanitized.
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The regional pooler of RPCs with whom we work would consider constructing a regional wash facility
in the Pacific Northwest, if volume justifies the investment. A regional wash facility would greatly
expand the opportunity to supplant waxed corrugate boxes.

Based on the systems & protocols in 2009, OGC plans to expand RPCs on a pre-order basis with New
Seasons in 2010. In order for OGC to expand use of RPCs to items that we buy for our own inventory,
we need to: a) figure out how to deal with dual inventories of the same product packed in both RPCs
and corrugate, and b) work out reverse logistics of getting RPCs back from accounts to the wash
facility.

OGC “road” tested the performance of four brands of wax-alternative corrugate boxes (fully recyclable)
in our coolers with ice and a variety of product. The team worked with a regional manufacturer, Seattle-
Tacoma, to begin manufacturing the new wax-alternative boxes. In 2010, all of OGC’s re-pack boxes
and a portion of the LADYBUG brand boxes will be replaced with the regionally produced wax-
alternative box, diverting approximately 115,000 boxes from the landfill.

Information Technology: In 2009, OGC made the following efforts in the Information
Technology Department to reduce energy consumption:

U Began configuring new computers to go into standby mode after 1 hour of inactivity.

U Continued to convert many desktop PCs with laptops.

U Converted all CRT monitors to LCD screens.

U The IT team rotated a server in the data rack at our data center to contribute to a “cold row/hot

row” energy saving project at our data center.
U We purchased a low energy server to replace a more energy intensive server.

Ongoing “green” efforts in the Information Technology Department:

U All old computer-related hardware items are sent to Free Geek, an organization that restores old
computers and provides them to needy people while recycling whatever cannot be restored.

U Old printer toner cartridges are sent to www.tonerinx.com for recycling.

U All laptops and desktop computers companywide are Electronic Product Environmental
Assessment Tool (EPEAT) certified “silver” and “gold” www.epeat.net/

0 OGC purchases 100% renewable power from the Easy Street data center to powers our servers.

Employee SMART Commuting: 165 employees commuting to work and between facilities
daily creates a big environmental impact. The average round trip commute to work for Portland
employees is 22.4 miles and Eugene is 19.2 miles round trip. We estimate that the amount of carbon
dioxide (CO2) emitted as a result of commuting is roughly equivalent to 300 tons™, equal to the amount
of emissions produced from operating OGC’s fleet of trucks for three months. To reduce the “carbon
footprint” of employee commuting activities, we continued our commuting incentives to encourage
employees to walk, bike, bus or carpool to work.

Here are a few of the “SMART Commute” activities in 2009:
e Over 25 employees attended two SMART Commuter Luncheons where employees learned
about bike, bus and carpool options and were offered free bicycle tune ups.
o Employees log each alternative commute trip through an online reporting system. Every month
employees who participate are entered into a drawing to win $50.
e We had a special summer prize give away of $300 gift certificate to a local bicycle shop as an
extra incentive for employees participating in the “punch-card” program.

11


http://www.tonerinx.com/
www.epeat.net/

In 2009, the total number of employees who participated in the program stayed steady at 47%,
however the total number of alternative commute trips logged decreased by 28%. We suspect that
actual alternative transport usage has not dropped off but that some employees decided to stop recording
their trips.

2009 EMPLOYEE SMART COMMUTE PROGRAM RESULTS

Number of Number of TOTAL Days | Average Commute | Pounds of CO2

Participants | of Alternative Transport Distance Saved
PORTLAND 60 1,645 19.2 28,074
EUGENE 17 533 22.4 10,517

Clothing and Gift Purchases from Green Companies: In all OGC’s “urban fashion
farmwear” purchases we are mindful of the companies and products used. Whenever possible we
choose US made organic cotton and bamboo materials and soy-based ink screening. We try to purchase
our marketing goods as locally and sustainable as possible.

V. Social Responsibility: Investing in Our People, Community,
Supply Chain

Company Ownership: Organically Grown Company (OGC) was formed in 1978 as a support
organization for Oregon’s organic farmers. Since 1983, OGC has served as the Northwest’s largest
wholesaler of organic fruits, vegetables, and herbs. OGC is owned by 20 Oregon farmer and 23
employee shareholders. In 2008, we established an Employee Stock Ownership Plan (“ESOP”).

Employee Stock Ownership Plan: In 2009, our Board of Directors authorized the first
contribution to the Employee Stock Ownership Trust ("ESOT”). 141 employees are ESOP participants.
OGC established the employee stock ownership plan primarily for the following reasons:
e Provide a mechanism to preserve the company’s independence, by providing existing
shareholders with an exit option for their holdings.
Create ownership opportunities for employees.
e Provide a way for staff to build a retirement nest egg via share price increase and shareholder
distributions.

Investments in our Employees: OGC invested 1,932 hours in employee training during 2009.
We received $46,135 from training grants from the Workforce Investment Council of Clackamas
County, and matched that with $143,504 in training fees and labor cost for hours spent in training.
Employee trainings included topics: Technology training in Produce Pro software and MS Office.
e Job Modeling and Competencies—“what we do, why we do it, how we measure it” to encourage
understanding of how jobs impact strategic initiatives and also to encourage ownership culture.
e Results Driven Problem Solving and Project Management—aboth tools for Continuous
Improvement teams.
e Drug and Alcohol training—to provide supervisors with tools to detect problems in the
workplace and provide employees with opportunities for assistance with addiction.

We continued our efforts toward improvement in the quality of work life at OGC by developing:
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e An ad-hoc Employee Benefits Committee to provide input for health insurance benefits
decisions.

e “Open Forum” meetings with CEO on a quarterly basis and impromptu round table discussions
with staff Q &A sessions to help explain policies, decisions, staffing, etc.

Employee Benefits: OGCs workforce totaled 165 at year’s end. The average tenure is 4.88 years,
and our annualized average turnover was 11%, which is low for industry average™.

Years of Employment

5 years or > = 54 employees
10 years or > 24 employees
20 years or > 8 employees

In 2009, OGC offered employee profit sharing which recognizes and rewards long-term employment,
and shares the rewards of the company’s success.

Retirement: OGC continued our generous 401k match up to 6.5% dollar-for-dollar match on employee
401(k) contributions up to a maximum of $5,000 per year, total of matched contributions for 2009 was
$260,360. The company offers a pool of “socially responsible” investment options for staff through
Social K Investments.

We have an employee-led five-person 401k Committee that is responsible for reviewing fund options,
fund performance, and management of the plan. Of the 159 employees who are eligible to participate in
the 401Kk, 144 are enrolled (91% participation).

Health Benefits: OGC pays 100% of employees’ premiums and 50% of dependent premiums for all
full-time employees™. In 2009, OGC added benefits for part-time employees that work more than 20
hours per week.

Safety & Wellness: In December, we launched a cross-functional employee led “Health & Wellness
Program” to provide education, activities and programs that support the personal health of our
employees. To enroll, employees must complete a personal Health Risk Assessment and establish one
personal health goal. There will be quarterly in-house seminars on health topics and prizes for
employees who achieve their personal health goals.

The 13 member Safety Committee continued regular meetings to review safety programs and OSHA
compliance, investigate accidents, sends out newsletters to highlight safe workplace practices, and to
make recommendations for investment in equipment, safety training and education.

Our CEO launched the “Kick-Butt” challenge in 2008, paying $100 cash to anyone who quit smoking
for six months or longer. In the last two years 12 people have successfully completed the challenge.

Other Benefits: We added MedEx travel insurance program and 529C Oregon College Savings Plan to
benefits in 2009.

In December, we established an Employee Paid VVolunteer Policy that allows volunteer paid time off

with a nonprofit up to eight hours per year at the employee’s current wage rate within their normally
scheduled work week.
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Commitment to Northwest Farms and LADYBUG Brand: Utilizing the advantages that a
small trade system offers, we purchase over 90% of our product line directly from the growers. OGC is
committed to maintaining farmer part-ownership of the company, today we have 23 grower owners; in
addition OGC works with over 400 vendors. Farmers and orchardists in Oregon, Washington, and
British Columbia accounted for about one-third of our total produce sales in 2009. OGC highlights
regional farms on our price sheets.

As a business created by farmers, OGC continues to work closely with the Northwest’s growers to
supply local communities with high-quality produce. We hold annual “coordination” meetings with
Northwest growers to determine what they will produce for us each year so they are better able to plan
ordering seeds and fertilizers, preparing equipment and planting times. This planning process increases
the likelihood that what farmers grow will be sold and prevents over/under production, enhancing local
farm economic stability.

THE NORTHWEST'S FINEST ORGANICALLY GROWN
Our own LADYBUG brand represents the efforts of more than three

dozen regional, family-owned farms who supply us with over 150 LADYBB“NGD
different fruits and vegetables in season. We actively support and
promote our LADYBUG brand with point-of-purchase materials,
advertising and in-store promotions and tastings. We continued to create
and distribute written profiles with photos of NW certified organic
family farms, highlighting their unique and sustainable practices.
Retailers and restaurants can use these profiles to share pictures and
information with their customers. We also make these profiles available
on-line.

Farm Tours & Staff Education: Every year OGC staff is offered
opportunities to gain hands-on training in the principles of organic farming. This year, 3 OGC
employees and 3 customers took part in Oregon Tilth’s annual “Overview of Principals and Practices of
Organic Farming” class at Luscher Educational Farm. In February, a group of OGC staff and staff of
People’s Coop spent the day working with Glen Mills on his farm in Newberg, Oregon, pruning grape
and kiwi vines and learning about one of Oregon’s first certified organic farms

In September, 3 OGC employees and 7 customers toured organic apple orchards in Eastern
Washington. In December, OGC along with, banana vendor Organics Unlimited sponsored customer,
Ashland Co-op to visit Colima, Mexico to learn about and volunteer at Project Amigo — the program
that is funded by OGC’s sale of GROW bananas. This program provides educational and health
services for banana plantation workers and their families in the region they are living. OGC supported
and sent employees to several organic trade events throughout the year including -PMA (Produce
Marketing Association) Fresh Summit, Ecological Farming Conference, Organic Summit, All Things
Organic (Organic Trade Assoc.), Food Marketing Institute Sustainability Summit, Provender Alliance
and Tilth Producers of Washington.

International & Domestic Fair Labor: We recognize that we have significant impacts on
communities beyond our borders through the trade we conduct. Starting in 2005 we have purchased all
bananas exclusively from Organics Unlimited who operates the “Giving Resources and Opportunities to
Workers” (GROW) program™"' www.organicsunlimited.com/organics/grow. Over the last 4 years,
OGC'’s sales of GROW bananas have resulted in donations of $378,282 to educational programs and
dental and vision clinics in communities in southern Mexico.
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At the Organicoloigy conference, we held our first ever LADYBUG Grower Meeting to discuss the
merits of pursuing fair labor and food safety certification. Following the meeting, 4 farms volunteered
to participate in a pilot of the FairDeal labor certification process through the Agricultural Justice
Project. The screening application process is complete and on-site audits are scheduled for the spring of
2010.

Charitable Contributions: OGC is committed to the communities we serve, each year OGC
donates at least 2.5% of the previous year’s profits to charitable causes through in-kind produce & cash
donations. In 2009, OGC’s donations, including contributions from executive & marketing budgets
were 3.76% of net profits. The Community Contributions Committee gives priority to local
organizations that further OGC’s mission statement by supporting sustainability, agriculture, education
and environmental causes. This year’s combined donations helped to improve over 100 community
organizations and schools.

Engaging with the Organic Trade: In 2009, OGC representatives continued to dedicate their
time to speaking engagements on topics such as organics, sustainability, and eating local as well as
volunteer with various community non-profits including Lane County Farmers Market, the Willamette
Valley Sustainable Foods Alliance, Organic Trade Association Sustainability Practices Forum, the
Oregon Organic Coalition, the Oregon Food Bank’s Food Procurement Committee, and the Natural
Step Network, to name a few.

Food Safety: In November, OGC co-sponsored the NW Organic Farm Food Safety organized by the
Washington State University Extension Service partners included Oregon & Washington Tilth, Oregon
& Washington Department of Agriculture, and Portland Farmers Market. The session covered a broad
range of topics covering pre-harvest and post harvest food safety as well as product traceability. In total
110 people attended the conference including more than 60 organic growers; representatives from
several grocery retailers and food manufacturers attended as well. In March 2010 three follow up
sessions will be held. In addition to the educational summit, OGC continues to pursue trade and
research partnerships to advance the development of food safety programs and legislation that consider
small-med scale conservation-oriented farms. In December, OGC submitted a grant to Western
Sustainable Agriculture Research & Education, and organized an Organic Produce Wholesalers
Coalition conference call on coordinating efforts.

Organiclogy Conference: In February, OGC co-hosted Organicology “The Study of a Sustainable
Food Future”—an interactive educational conference created by four organic trade organizations
designed to meet the diverse needs of our rapidly expanding trade. Organicology brought together over
400 seed producers, farmers, distributors and retailers, researchers and educators, logistical supporters,
materials suppliers, chefs, food policy activists, and of course . . . eaters. Organicology keynotes were
delivered by Paul Roberts and VVandana Shiva and conference focus was provided to issues of
sustainability, the dynamics of seed production and policy, local food systems and both crop and
livestock farming systems.

Engaging the Youth: Since 2008, OGC has been a partner and financial contributor to EcoTrust’s
Farm to School program www.ecotrust.org/farmtoschool. OGC continues to participate in many,
various efforts to get organic produce into schools. This year, OGC was a part of the Lane County Food
Distribution Project which aims to get local, Oregon grown foods into schools. Consistently OGC
donates produce to local schools. In 2009, OGC donated over 1,000 pounds of fresh, nutritious Kiwi
Berries to Oregon and Washington public schools.

15


http://www.ecotrust.org/farmtoschool

Engaging in Advocacy: OGC was instrumental in bringing back Organically Grown in Oregon
Week (OGOW) declared by Governor Kulognoski in September 14-20" 2009
www.oregonorganiccoalition.org. The event brought together the state’s organic trade to celebrate
educate, expand and taste organic. OGOW consisted of statewide organic promotions, in-store demos,
farm tours, educational opportunities and culminated with an awards luncheon in Portland with several
keynotes including one by Katy Coba, Director of the Oregon Department of Agriculture.

OGC became the first for profit business to be invited to join as a member of the National Organic
Coalition www.nationalorganiccoalition.org, a national alliance of organizations working to provide a
"Washington D.C. voice" for farmers, ranchers, environmentalists, consumers and progressive industry
members involved in organic agriculture. OGC submitted public testimony on a variety of topics such
as the USDA’s proposed National Leafy Greens Marketing Agreement, the Lane Regional Air Pollution
Authorities Seneca Biomass Plant hearing, and USDA’s consideration of various decisions on
genetically engineered crops and plant breeding.

OGC is an annual donor to Puget Consumers Cooperative’s Farm Land Trust. It is believed to be the
only 501(c)(3) land trust in the United States dedicated to organic farmland preservation focusing on the
protection of biodiversity and wildlife, farmers and farming communities.

OGC donated $5,000 to the Organic Seed Alliance to help challenge Monsanto’s incursion into the
Willamette Valley’s seed growing areas with Round-up Ready beet seed. This case was won, for now.

Customer Education In February of 2008, OGC launched a customer portal on our website. It
enables customers to electronically receive their pricing, promotional materials, market reports, etc. We
currently have 223 customers benefitting from this paperless option. We kicked off 2009 with another
expansion to our site to include an e-commerce portion that allows anyone, anywhere to order OGC
merchandise. We are gearing up to add more new sections with photos, videos and blogs to expand our
electronic communication with our community and even have a new OGC facebook fan page. Visit us
at www.organicgrown.com

V1. Recognition for Organically Grown Company

e 2009 Ecological Farming Associationd i S u s Awarded to “Stewards of Sustainable
Agriculture”, the annual award honors three individuals, couples or groups who have demonstrated,
in word and action, a long-term, significant contribution to the well-being of agriculture and the
planet.

e 2009 Oregon Ethics in Business Award i Finalist, Business Category.

e 20090regonOrganicCounci | 6s Whol esal er of the Year.

e 2009 City of Portland BEST Award—for the “Sustainable Food Systems” category.

e 2009 Oregon Departmentof Enviro n ment al Qual i t § recodhitiorferusedfor war

cleaner fuels > 80% fleet (B20+ or other cleaner fuels), retrofits/repowers > 10% fleet, and fuel
savings > 5% across fleet.
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" Adapted from The Natural Step.
i Of the 45 proposed projects there were 11 for goal #1, 7 for goal #2, 10 for goal #3, 10 for goal #4, and 5 for goal #5.

il Environmental Protection Agency report on “A Comprehensive Analysis of Biodiesel Impacts on Exhaust Emissions”.
(www.epa.gov/otag/models/analysis/biodsl/p02001.pdf)

"V In Portland, OGC purchased about 665,370KWH of “Clean Wind” in 2009. Clean wind purchases result in an equivalent amount of
KWH’s from qualified renewable resources in Oregon and Washington being transmitted within the Western Electricity Coordinating
Council (WECC) area. In addition OGC purchased 523,360 KWH of “Green Source” power. With PGE’s “Green Source Power”
approximately 85 percent of “Green Source” electricity came from new wind sources and 15 percent new biomass (wood waste).

In Eugene, OGC purchased 326,890 KWH of Green Power from EWEB. EWEB Greenpower currently comes from the Stateline Wind
Energy Center in the Columbia Gorge and from photovoltaic (PV) electric generation facilities in Eugene. There are a growing number of
solar generation projects in Eugene including two of the largest systems in the Northwest including Industrial Finishes at 450 kW and the
Pepsi-Cola Bottling Company of Eugene at 250 kW.

In Kent OGC Purchased 108,240KWH of green power from Puget Sound Electric. PSE uses the funds collected from the Green Power
Program to purchase green power, educate the public and market renewable energy, and administer the program. PSE Green Power
Program energy mix was sourced from wind 77%, biomass 14%, low-impact hydro 9%, and solar <1% all within the Oregon and
Washington.

Y OGC Operations managers and supervisors visited both Amazon Fresh & UNFI facilities in Washington.

Vil Total Carbon emissions calculation. Tons of CO2 emitted =((gallons of diesel X 22.5)+(Gallons of biodiesel X 11.5)+(therms of natural
gas X 12.06)+(KWH X 2.05)) X 0.0004536).

Vil Some industrial composters are able to compost these boxes but most retail grocers have limited access to these composters.

% Based on 2008 study of OGC’s total estimated employee commuting footprint, assuming total mileage reimbursed for company travel:
60,436 miles (actual mileage reimbursement data for 1/1/08-12/31/08), estimated total miles employees commuted to work: 600,000 miles
(used spreadsheet with all employee addresses to look at daily commute distances, conservatively assumed employees worked 48 weeks
per year and drove 4 days per week), estimated total airplane miles traveled:120,000 miles (estimated 20 employees traveled 6,000 miles
to tradeshows and account visits over course of 1 year).

* Typical turn-over in the distribution industry is 25-30%.

X Employees who work more than 30 hours per week are considered fulltime employees.
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ACHIEVEMENT OF SUSTAINABILITY PROJECTS 2009

Supports
Long-Term
Sustainability Self- | More
What we said in 2008 Goal What we did in 2009 Rating| _Info

Evaluate and make a recommendatiol Completed evaluationclucedexamination of
the purchase fuefficient vehicles for 1 historical rental car/mileage reimbursement
company use to reduce GHG emissio| patterns, future use projections, and total oper
on commutes between fdigh cost. ROI was not sufficient to justify AW
Complete and demonstrate software t Completed &oodMiles Carbotirootprintonline
for internal use to identify the origiradif 13 tool on 10/28/09.Now have a completscture of
productsand the mode of transport use ' all incomingniles & modes of transport for one page
to ship it to OGC. year ofsouring. AW 9
Establish standing SMART rGmute Research found the 3 federal tax credits for
Committee to help employees take 1 alternative transport couidt be used given curr
advantage discount programs and to ownership structuréParticipation remaidesteady page
increase alternative commutes by 109 but the # of commutes was down by 28%. 11
Establishtmnding Zero Waste Commit| 2 Held monthly meetings, problasaived to cut page
to ensure waste reduction protocols wasteto-landfill back down by 50% \Y 10
Develop and impleemta reusable A crossfunctional team establesireliableRPCs
produce containe(RPC)program beta 2,3 through our supply chain. OGC began receivir| page
test. S e a SRBP@s @/25/09. W 10

OGC oOroadod t es takerthatide [
Test wasalterative packagirfglly 23 boxes irthe coolers with a variety of product.
recyclable) for LadyuB products and ' Partnered with a regional company to manufa page
make "go/nego” recommendation. plan to purchase in 2010. \Y 11
Assemble a team to ess expanaly the No formal review & plan conducted, the team
rewsable container program. Determini 23 focused orsmooth roll out for 2009a8ed on the
feasibility of a regionelbsed loofRPC ' systems & protats establisheglan toexpand page
infrastructure to pack, distribufeywash RPCs on a prerder basis using existing pooler \Y 10

Held gowermeeting to discuss fair labor
Explore the efficacy of FAieal social 3 certfication,4 farmsvolunteeredo pilot of the page
justice certification for supplier farms. FairDeal certificatiospring auditscheduled \Y 15

Co-sponsored NW Organic Farm Food Saijaty
Facilitate discussion between researc| 3 11/6/09. Continueto pursue tradand resarch
and regional growers regarding proteq partnerships to advandevelopment of food safe page
food safety. programs and legislation. VW | 15
Complete implementation of the Complete.
Employee Stock Ownership Plan and 4 page
complete first allocation of shares. VW 12
Educate employees on Prvidence Lunched OHealth & Wel
Wellness Program and implement ong 4 education, activities and programs that suppofr page
"health" incentive (e fitnesschallenge). personal health of our employees. \Y 13
Evaluate and makestainability goals g Languagetegrated into all job profiles regardir
standard part of all employee perform; 4 support forsustainabilityndividual mployee goa
evaluations. can be crafted grerformance for specifjgrojects \Y
Provide adanced sustainability training Level 2 Sustainability Training held 1/27/09,
for employee leadership personnel & 4 coveredadvanced concepts to inform decision
development. making, planning and leadership efforts. VA page 4
Develop and implement a compa Complete.
sponsored nonprofit volunteering prog 5 page
for 2010. VW] 14
Support the success®Or gani ¢ 5 Conference was held Februarn2252009; 400 page
Study of the Susu people attended AW 15

KEY: W\ ACHIEVED

VvV MAKING PROGRESS

--- DID NOT ACHIEVE
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KEY PERFORMANCE INDICATOR SUMMARY HIGHLIGHTS 2009

Indicator

2008

2009

WORKPLACE

Compensation

Employee Health Care Benefits -
percentage of health care costs (health,
vision, and dental) covered for full time
employees.

100%

100%

Employee Health Care Benefits - OGC
total payments into employee health
care (health, vision, dental).

$615,643

$727,010

Employee 401(k) Plan Contribution -
OGC total payments into employee 401K

company match max

company match max

plans. $5,000 $5,000
Employee Training and Education -
total company expenditures for
employee training and education. $44,880 $143,504
Health and Accident Frequency Ratio [AFR] -
Safety accidents per 1 million miles 7.15 1.97
Injury Frequency Ratio [IFR] - injuries
per 100,000 hours. 6.29 7.43
COMMUNITY
Sales of GROW Program Fruits -
Fair Labor percentage of total sales. 5% 5%
Sales From Farms in Oregon,
Northwest Washington, British Columbia -
Farms percentage of total sales. 32.6% 29%
Charitable Cash and In-Kind Contributions to the
Contributions community - percentage of Net Profits. 3.40% 3.76%
ENVIRONMENT
Organic Product Sold - % of total
Organic sales. 99.5% 99.4%
Electric Electricity Usage and Efficiency -
kilowatt hours per square foot of
warehouse space. 1.64 1.60
Renewable Energy Wind Power - wind
power purchases as a percentage of
total power. 100% green power 100% green power
Fuel Total Fuel Gallons Consumed - total
gallons of diesel and biodiesel. 153,992 gallons 154,280 gallons
Renewable Fuel % of Total Gallons - 24.8% 22%
biodiesel as a percentage of total fuel. biodiesel biodiesel
BTUs of Energy Consumed per unit moved-
energy total electricity, natural gas, diesel and
consumed biodiesel consumed per case moved. 9,337 BTUs of energy 8,727 BTUs of energy

per case

per case

Green House
Gas Emissions

Metric Tons of CO2 Equivalents - Total
CO2 emissions from all electric, natural
gas, diesel and biodiesel fuel.

1,316 CO2 metric tons

1,493 CO2 metric tons

Waste

Waste Output - tons sent to the land fill. 176 tons 173 tons
Recycling Output - tons sent to the

recycle center. 1042 tons 864 tons
Compost Output - tons of food waste

diverted to compost facility. 215 tons 260 tons
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