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INTRODUCTION 
 

Supermarkets are a central pillar of American communities.  Every day, millions of 

people across the country depend on supermarkets to provide fresh, healthy, and affordable 

groceries.  But over the last four years, grocery prices have skyrocketed 25%, making it ever 

harder for Americans to afford the food on their tables.1  Against this backdrop, The Kroger 

Company (“Kroger”)—the largest traditional supermarket chain in the country—seeks to acquire 

one of its top competitors, Albertsons Companies, Inc. (“Albertsons”).  The proposed deal is by 

far the largest supermarket merger in U.S. history and would eliminate fierce head-to-head 

competition between these two grocery giants.  If allowed to proceed, the merger would result in 

higher grocery prices for millions of Americans and lower wages and benefits for hundreds of 

thousands of grocery workers. 

Respondents’ own documents underscore the risk to competition if this acquisition is 

allowed to proceed.  Shortly after the deal was announced, one Albertsons executive explained, 

{  

}2  Kroger’s Chief Merchant and 

Marketing Officer {  

}3  Similarly, on the day the deal was announced, 

Albertsons’ COO emailed the company’s division leaders that {  

 

}4  Today, the vigorous 

 
1 Abha Bhattarai & Jeff Stein, Inflation Has Fallen: Why are Americans paying so much for food, WASHINGTON 

POST, (Feb. 2, 2024), available at https://www.washingtonpost.com/business/2024/02/02/grocery-price-inflation-
biden/. 
2 PX2505 (Albertsons) at 001. 
3 PX1502 (Kroger) at 006. 
4 PX2616 (Albertsons) at 001. 
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competition between Kroger and Albertsons (“Respondents”) benefits Americans through higher 

quality, more choices, lower prices, and an overall better grocery shopping experience.  

Respondents’ proposed acquisition would eliminate that competition, to the benefit of 

Respondents’ companies and the detriment of shoppers. 

The proposed acquisition is also a threat to hundreds of thousands of grocery store 

workers.  Today, Kroger and Albertsons are two of the largest union employers in the country.  

Each negotiates separately with the unions that represent its workers, and the unions have a long 

history of leveraging Respondents against each other to obtain higher wages and better benefits 

for workers.  Unions will lose that leverage if Respondents are permitted to merge and, as a 

combined company, gain the power to successfully negotiate smaller wage increases, reduce 

benefits, or degrade working conditions.  Hard-working union grocery workers will undoubtedly 

be harmed by the proposed acquisition; it is no surprise that many local unions have serious 

concerns about its impact.  The proposed acquisition will, of course, also eliminate Respondents’ 

existing head-to-head competition to attract and retain grocery workers generally, regardless of 

whether those workers belong to unions. 

It is therefore no surprise that Respondents concede that the proposed acquisition violates 

antitrust laws.  In a filing before this Court, Respondents agreed that there is no dispute Kroger 

and Albertsons {  

}5  Nonetheless, Respondents allege that the loss of 

competition would be alleviated because their lawyers hand-picked a list of stores that they now 

propose to divest to C&S Wholesale Grocers, LLC (“C&S”), a wholesale supplier to grocery 

stores.  C&S operated only 23 retail supermarkets as of fiscal year 2023 and has spent the last 

 
5 Albertsons’ May 17, 2024 Opp. to Complaint Counsel’s Mot. to Compel at 6. 
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decade trying to avoid being a supermarket operator.  As recently as 2021, C&S stated in its 

financial reports that {  

 

}6  Respondents nevertheless propose to entrust C&S with the 

ongoing operations of 579 stores scattered around the nation, and they assert that C&S is well-

positioned to operate them competitively in the future.   

Respondents’ crafted-for-litigation divestiture falls short because it does not divest stores 

in communities throughout the country impacted by this acquisition.  That alone is sufficient 

reason to reject it.  But it also fails for other reasons.  Importantly, the proposal is a cobbled-

together amalgamation of stores and other assets that will be, at best, insufficient to mitigate the 

harm to competition and, at worst, a non-functioning disaster.  It will leave C&S—a low-margin 

grocery wholesaler that is ill-equipped to run the divested grocery stores—dependent on 

Respondents for years to come.  Until then, C&S’s CEO concedes that {  

} depriving shoppers of the benefits of Respondents’ fierce 

competition today.7  American shoppers and frontline workers should not be asked to bear the 

risk that this divestiture will not prevent the substantial lessening of competition that 

{ } will result from their proposed mega-deal. 

  Complaint Counsel will meet its prima facie burden to show that the proposed acquisition 

poses a reasonable probability of substantially lessening competition in over a thousand relevant 

markets across the country both through extensive evidence of head-to-head competition as well 

as through a showing of increased market concentration.  Respondents are unable to meet their 

burden to either provide evidence of cognizable efficiencies or to show that their proposed 

 
6 PX3127 (C&S) at 013.   
7 PX4030 (Winn (C&S) IH 136:18-137:8). 
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divestiture would avoid a substantial lessening of competition.  Complaint Counsel respectfully 

asks this Court to issue a permanent injunction to block this acquisition. 

BACKGROUND 
 

  In the fall of 2022, Kroger proposed to pay $25 billion to acquire Albertsons.8  This 

deal—by far the largest supermarket acquisition in U.S. history—would combine the two largest 

traditional supermarket chains in the country.  Together, Kroger and Albertsons collectively 

operate approximately 5,000 stores, 4,000 pharmacies, 2,000 fuel centers, as well as 66 

distribution centers and 52 manufacturing plants that provide critical infrastructure supporting 

their stores.9  Together, the combined company would operate across 48 states and the District of 

Columbia and control over $190 billion of annual commerce.10  If the acquisition is allowed to 

go through, over 710,000 workers would depend on Kroger for employment.11 

 In an attempt to stave off antitrust concerns, Respondents entered into an agreement to 

sell 579 Kroger and Albertsons stores to C&S for $2.9 billion.12  C&S is a grocery wholesaler 

and, as recently as 2021, operated only two retail supermarkets.  Today, C&S operates 23 

supermarkets and a single retail pharmacy, mostly in New York and Wisconsin.  Because C&S is 

not acquiring a standalone grocery store business, Respondents are required to provide a variety 

of “transition services” to their purported future “competitor” C&S (some of which extend for up 

to four years) in a large number of areas, including {  

 

 

 
8 PX6084 (Kroger) at 002. 
9 PX6084 (Kroger) at 002.   
10 PX6084 (Kroger) at 002; PX7005 (Hill Rpt.) at 009-010, Figs. 1 and 2. 
11 PX7005 (Hill Rpt.) ¶ 160; PX6084 (Kroger) at 002.   
12 PX6253 (Kroger). 
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}13  C&S’s capabilities and assets, however, will pale in comparison to the combined 

supermarket behemoth Kroger will become. 

Kroger.  Founded in 1883, Kroger is the largest traditional supermarket chain in the 

country as well as the single largest employer of union grocery workers.14  When it agreed to 

acquire Albertsons in late 2022, Kroger owned approximately 2,700 supermarkets, of which 

approximately 2,250 had pharmacies and 1,600 had fuel centers.  That year, Kroger had an 

operating profit of $4.1 billion.15   

  Kroger’s massive scale is the product of over four decades of continuous expansion and 

consolidation of other supermarket chains across the country.16  As a result, Kroger’s 

supermarkets operate under a wide variety of local trade names, or “banners,” across 35 states 

and the District of Columbia.  Kroger’s banners include Ralphs, Dillons, Smith’s, King Soopers, 

Fry’s, Quality Food Center (“QFC”), City Market, Owen’s, Jay C, Pay Less, Baker’s, Gerbes, 

Harris Teeter, Pick ‘n’ Save, Mariano’s, Metro Market, Fred Meyer, Ruler Foods, Food 4 Less, 

and Foods Co.17  Kroger’s primary store format “is successful because the stores are large 

enough to offer the specialty departments that customers desire for one-stop shopping, including 

natural food and organic sections, pharmacies, general merchandise, pet centers, and high-quality 

perishables such as fresh seafood and organic produce.”18  

 Kroger likewise focuses on a “value creation model” built on four strategic assets: stores, 

digital ecosystems, Our Brands (i.e., private label products), and data.19  This value creation 

 
13 PX7009 (Fox Rebuttal Rpt.) ¶ 45; PX7003 (Fox Rpt.) at 012, Fig. 3. 
14 PX4015 (McPherson (Kroger) IH 114:8-11); PX4059 (Sankaran (Albertsons) Dep. 109:14-16); PX6009 (Kroger) 
at 113. 
15 PX6009 (Kroger) at 133. 
16 PX6030 (Kroger) at 007. 
17 PX1890 (Kroger) at 055-056; PX6009 (Kroger) at 113.  
18 PX6009 (Kroger) at 113; PX1890 (Kroger) at 053; see also PX6030 (Kroger) at 002. 
19 PX6009 (Kroger) at 132. 
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model allows it to “continue to grow its business through [its] competitive moats,” which Kroger 

has “spent many, many years cultivating.”20  

 Stores: The first pillar of Kroger’s business is grounded in its {  

}21 Within that footprint, Kroger is {  

}22 

 Digital Ecosystems:  The second pillar of Kroger’s business aims {  

 

}23  To help accomplish these objectives, 

Kroger {  

 

}24  Kroger also continues to {  

 

}25  Kroger reported 

recently that its digital business had over $12 billion of sales.26  

 Private Label:  Kroger’s Our Brands portfolio {  

 

}27  As Gary Millerchip—

Kroger’s former Chief Financial Officer and Senior Vice President—explained to investors, Our 

Brands margins are typically 6% to 8% higher than national brands, and are a key driver of 

 
20 PX6009 (Kroger) at 132; PX1255 (Kroger) at 020; PX1505 (Kroger) at 005; PX6016 (Kroger) at 006.  
21 PX1392 (Kroger) at 019. 
22 PX1392 (Kroger) at 019.   
23 PX1505 (Kroger) at 016. 
24 PX1505 (Kroger) at 018, 024-026. 
25 PX1505 (Kroger) at 016, 018, 042. 
26 PX6675 (Kroger) at 008. 
27 PX11177 (Kroger) at 021. 
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customer volume for Kroger.28  Kroger self-manufactures more than { } of its grocery private 

label products and is thereby able to ensure supply and quality, control costs, and create unique 

brands exclusive for Kroger shoppers.29  

 Data:  Kroger’s ability to provide a seamless and personalized customer 

experience depends on its trove of consumer data.  Kroger’s 84.51° division—home of Kroger’s 

data analytics department—{ }.30  Kroger retains 

over {  

 

}31  Kroger leverages these data and data science assets {  

 

}32 

Albertsons.  Founded in 1939, Albertsons is—behind Kroger—the second-largest 

traditional supermarket chain in the United States and the second-largest employer of union 

grocery workers in the country.33  Like Kroger, Albertsons has grown by a series of acquisitions, 

and now operates 2,269 supermarkets across 34 states and the District of Columbia under 24 

banners, including Albertsons, Safeway, Vons, Pavilions, Randalls, Tom Thumb, Carrs, Jewel-

Osco (“Jewel”), Acme, Shaw’s, Star Market, United Supermarkets, Market Street, Haggen, 

Kings Food Markets, and Balducci’s Food Lovers Market.34  Albertsons also operates 1,725 

pharmacies, 402 adjacent fuel centers, 22 distribution centers, 19 manufacturing facilities, and 

 
28 PX2313 (Albertsons) at 017. 
29 PX11177 (Kroger) at 023; PX6352 (Morningstar) at 002; PX6009 (Kroger) at 114. 
30 PX4021 (Aitken (Kroger) Dep. 53:21-23). 
31 PX1890 (Kroger) at 017.  
32 PX1505 (Kroger) at 051, 052-054. 
33 PX4059 (Sankaran (Albertsons) Dep. 108:16-21); PX7005 (Hill Rpt.) ¶ 247; PX2315 (Albertsons) at 011. 
34 PX2315 (Albertsons); PX6153 (Albertsons) at 008. 
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various digital platforms.35  In fiscal year 2023, Albertsons generated almost $1.3 billion in net 

income.36  Since its latest initial public offering in 2020, Albertsons’ total cumulative 

stockholder return has exceeded the S&P 500 and S&P 500 Retail Composite.37  Shortly after 

announcing the proposed acquisition, Albertsons also announced a $4 billion dividend, which it 

paid to its shareholders in January 2023.38  Albertsons employs 285,000 employees, 

approximately 200,000 of whom are covered by collective bargaining agreements with unions.39   

  Albertsons competes and fights for market share using similar methods as Kroger.  

Among other familiar strategies, Albertsons focuses on its stores, digital ecosystem, “Own 

Brands” (i.e., private label products), and data.  

 Stores:  Like Kroger, Albertsons’ “portfolio of well-located, full-service stores 

provides the foundation of [Albertsons’] omnichannel platform.”40  Albertsons holds a “#1 or #2 

position by market share in 70% of the 121 metropolitan statistical areas (“MSAs”)” in which 

[they] operate.”41  Albertsons stores on average have roughly { } square feet of space, carry 

{ } items, and have many departments, such as produce, grocery, meat, seafood, 

bakery, deli, dairy, frozen, general merchandise, health and beauty, alcoholic beverage, and 

floral, and in some cases, pharmacies, fuel centers, and in-store coffee shops.42   

 Digital Ecosystem:  Albertsons, like Kroger, {  

 

 
35 PX6153 (Albertsons) at 008. 
36 PX6153 (Albertsons) at 039. 
37 PX6153 (Albertsons) at 035. 
38 PX4059 (Sankaran (Albertsons) Dep. 22:2-13). 
39 PX6153 (Albertsons) at 095. 
40 PX2315 (Albertsons) at 008. 
41 PX6153 (Albertsons) at 008. 
42 PX12616 (Albertsons) at tab “Data;” PX4022 (Sankaran (Albertsons) IH 180:3-5); PX4039 (Kinney (Albertsons) 
Dep. 80:20-81:14); PX4097 (Morris) (Albertsons) Dep., Vol. 1, 199:24-200:14); PX4117 (Cloward (Albertsons) 
Dep. Vol. 1, 111:18-113:9).  
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}43 Albertsons also {  

 

 

}44  As Kroger observed when contemplating the merger, Albertsons {  

 

}45 

 Private Label:  Albertsons has a robust private label program called Own Brands, 

which is a top competitor to Kroger’s Our Brands.  Albertsons’ Own Brands program offers 

more than { } items to its shoppers and generated more than { } of 

sales in 2022.46  Albertsons focuses on its Own Brands {  

}47  Albertsons relies on its manufacturing facilities to 

manufacture over {  

}48  

 Data:  Albertsons has over 39.8 million loyalty program members, and its loyalty 

program provides { } to Albertsons each week.49  

Like Kroger, Albertsons leverages its “rich and proprietary data” both to power its internal tools 

and infrastructure, as well as to drive additional revenue through a separate digital media arm, 

 
43 PX12453C (Albertsons) at 009, 012, 016. 
44 PX6153 (Albertsons) at 009-010; PX12453C (Albertsons) at 012, 016. 
45 PX0049 (Kroger) at 001-002. 
46 PX2315 (Albertsons) at 009. 
47 PX2918 (Albertsons) at 036-048. 
48 PX2315 (Albertsons) at 009. 
49 PX6153 (Albertsons) at 010; PX0078 (Kroger) at 010. 
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Albertsons Media Collective.50 Similar to Kroger Precision Marketing, Albertsons Media 

Collective enables Albertsons to commercialize its data and data science assets and generate 

higher margin growth to support its grocery business.51 Albertsons invests approximately {  

 

}52   

C&S.  In contrast to Kroger and Albertsons, C&S is a wholesaler that supplies retail 

operators with grocery products.  C&S is controlled by Richard “Rick” Cohen, who, together 

with his family, { }53  As a wholesaler, C&S {  

 

 

}54  As a result, C&S forecasts 

an approximately { }55 

  C&S has a checkered track record of owning, operating, and closing grocery stores—

since 2000, {  

}56  {  

 

 

 

}57  C&S operated only 23 retail grocery stores as of fiscal year 2023, mostly in 

 
50 PX2315 (Albertsons) at 010. 
51 PX12453C (Albertsons) at 012, 017. 
52 PX4121 (Dhanda (Albertsons) Dep. 85:6-10); PX12453C (Albertsons) at 017. 
53 PX4115 (Cohen (C&S) Dep. 18:22-25, 19:13-23). 
54 PX3948 (C&S) at 008. 
55 PX4030 (Winn (C&S) IH 263:2-264:25, 271:11-20); PX3948 at 078-079. 
56 PX4061 (Winn (C&S) Dep. 379:20-25); PX7003 (Fox Rpt.) ¶¶ 12-22. 
57 PX3948 (C&S) at 011. 
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upstate New York and Wisconsin.58  {  

}59  {  

 

}60  To wit, one competitor to C&S and bidder on the divestiture 

assets characterized C&S’s store operations as { }61 

ANALYSIS 
 
  Complaint Counsel brings an action to enjoin this acquisition under Section 7 of the 

Clayton Act and Section 5 of the FTC Act.  Complaint, p. 1; see also 15 U.S.C. § 18, § 45.  

Section 7 of the Clayton Act prohibits mergers, “where in any line of commerce or in any 

activity affecting commerce in any section of the country, the effect of such acquisition may be 

substantially to lessen competition, or to tend to create a monopoly.”  15 U.S.C. § 18. “Congress 

used the words ‘may be substantially to lessen competition,’ (emphasis supplied), to indicate that 

its concern was with probabilities, not certainties.”  Brown Shoe Co. v. United States, 370 U.S. 

294, 323 (1962).  A merger violates Section 7 if it “create[s] an appreciable danger of 

[anticompetitive consequences] in the future.  A predictive judgment, necessarily probabilistic 

and judgmental rather than demonstrable, is called for.”  FTC v. Heinz, 246 F.3d 708, 719 

(D.D.C. 2001). 

  Courts analyze Section 7 cases using a burden-shifting framework.  St. Alphonsus 

Med.Ctr.-Nampa, Inc. v. St. Luke’s Health Sys., Ltd., 778 F.3d 775, 783 (9th Cir. 2015); In the 

Matter of Polypore, Int’l, Inc., 149 F.T.C. 486, 800 (Mar. 1, 2010).  Under the Section 7 

framework, Complaint Counsel bears the initial burden to “establish a prima facie case that an 

 
58 PX7003 (Fox Rpt.) ¶ 11. 
59 PX4060 (Winn (C&S) Dep. 31:6-9); PX4050 (McGowan (C&S) Dep. 35:7-36:2). 
60 Compare PX4030 (Winn (C&S) IH 337:10-20) with PX3112 (C&S) at -003. 
61 PX4028 (Sarsam (SpartanNash) IH 101:24-103:12). 
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acquisition is unlawful.”  Polypore, 149 F.T.C. at 800.  The government can meet its prima facie 

burden by either showing that the acquisition (1) will eliminate head-to-head competition 

between Respondents or (2) “will lead to undue concentration in the market for a particular 

product in a particular geographic area.”  Polypore, 149 F.T.C. at 850; In the Matter of Polypore 

Int’l, Inc., FTC Docket No. 9327, 2010 FTC LEXIS 97, at *25 (Dec. 13, 2010). 

  Once Complaint Counsel has established a prima facie case of probable harm, the burden 

of production shifts to Respondents to “produce evidence showing that the plaintiff’s evidence 

paints an inaccurate picture of the merger’s likely competitive effects.”  In the Matter of 

Polypore Int’l, Inc., FTC Docket No. 9327, 2010 WL 9549988, *9 (Nov. 5, 2010).  If the 

Respondents meet their burden, the burden of production shifts back to the plaintiff to produce 

additional evidence of competitive harm and merges with the ultimate burden of persuasion, 

which remains with the plaintiff.  Illumina, Inc. v. FTC, 88 F.4th 1036, 1048 (5th Cir. 2023).  The 

stronger the plaintiff’s prima facie case, “the greater Respondent[’s] burden of production on 

rebuttal.”  In the Matter of OSF Healthcare Sys., 2012 FTC LEXIS 76, *46 (Apr. 4, 2012); see 

also Heinz, 246 F.3d at 725.   

Here, Complaint Counsel meets its prima facie burden both by showing that this 

acquisition eliminates substantial head-to-head competition and by showing an undue increase in 

concentration in a multitude of markets as a result of the transaction.  Respondents cannot 

produce evidence to rebut Complaint Counsel’s strong showing of harm. 

I. THE PROPOSED ACQUISITION IS UNLAWFUL BECAUSE IT WILL 
ELIMINATE SUBSTANTIAL HEAD-TO-HEAD COMPETITION  
 

Kroger and Albertsons compete closely in many hundreds of communities across the 

country.  “The merger substantially lessens competition and restrains trade by the permanent 

elimination of significant competition formerly existing between major competitors, and that in 

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 18 of 620 * PUBLIC * 



   
 

13 
 

‘itself constitutes a violation of § 1 of the Sherman Act,’ and, a fortiori, of the Clayton Act.” 

United States v. Manufacturers Hanover Trust Company, 240 F. Supp. 867, 950 (S.D.N.Y. 1965) 

(citing United States v. First Nat.’l Bank & Tr. Co. of Lexington, 376 U.S. 665, 671 (1964)); see 

also, U.S. Dep’t of Justice & Fed. Trade Com’n, Merger Guidelines § 2.2 (2023) (“Merger 

Guidelines”).  The elimination of this significant head-to-head competition is “an important 

consideration when analyzing possible anti-competitive effects.”  FTC v. Staples, Inc., 970 F. 

Supp. 1066, 1083 (D.D.C. 1997) (“Staples I”); see also FTC v. Food Town Stores, Inc., 539 F.2d 

1339, 1345 (4th Cir. 1976); FTC v. Sysco Corp., 113 F. Supp. 3d 1, 61 (D.D.C. 2015) (collecting 

cases holding that “a merger that eliminates head-to-head competition between close competitors 

can result in a substantial lessening of competition”).  When conducting this analysis, “[c]ourts 

frequently rely on ordinary course documents and witness testimony illustrating that two 

merging parties view each other as strong competitors.”  FTC v. IQVIA Holdings Inc., No. 23-cv-

06188-ER, 2024 WL 81232, at *37 (S.D.N.Y. Jan. 8, 2024); Sysco, 113 F. Supp. 3d at 62 

(relying on “empirical data . . . , Defendants’ ordinary course documents, and testimonial 

evidence from other market actors”). 

  Kroger and Albertsons each strives to attract shoppers to their stores by competing on 

{ }62  This 

head-to-head competition benefits shoppers by lowering price, improving quality, and increasing 

convenience.   As Albertsons’ CEO explained, Albertsons tries {  

}63  Likewise, as talking 

 
62 PX4069 Humayun (Albertsons) Dep. 27:11-28:25, 51:25-52:9); PX2315 at 010; PX4044 (Jabbar (Kroger) Dep. 
150:12-152:23-9); PX4035 (Davidson (Albertsons) Dep. 57:7-58:25); PX4063 (Adcock (Kroger) Dep. 171:22-
172:6); PX4026 (Broderick (Albertsons) IH 25:5-37:13, 127:25-130:4); PX4084 (Huntington (Albertsons) Dep. 
17:20-21:9); PX4043 (Kammeyer (Kroger) Dep. 43:13-44:21). 
63 PX2322 (Albertsons) at 001. 
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points for its 2020 initial public offering stated, Albertsons focuses {  

 

}64  For Kroger’s part, its QFC 

banner { }, its Fred Meyer banner 

{ }, and its Ralphs banner {  

}.65  If this acquisition is consummated, this vigorous 

competition will be eliminated in thousands of communities.  And shoppers will be left to bear 

the risk of worsening quality and higher grocery prices. 

A. Kroger and Albertsons Constrain Each Other’s Prices  

Today, Kroger and Albertsons closely monitor and fiercely compete on both regular 

(“base”) and promotional pricing, thereby constraining each other’s pricing. 

Base Pricing:  Kroger is {  

}  {  

 

}66  Specifically, Albertsons’ goal is to have 

{ }67  Albertsons overwhelmingly 

uses { }68  

Critically, Albertsons’ {  

 
64 PX12392 (Albertsons) at 010. 
65 PX1308 (Kroger) at 001; PX1420 (Kroger) at 001; PX4044 (Jabbar (Kroger) Dep. 193:5-194:16). 
66 See PX4017 (Silva (Albertsons) IH 91:10-23, 193:12-19); PX4018 (Cowgill (Albertsons) IH 46:19-48:18, 100:5-
101:6, 149:17-150:11, 156:17-157:11, 176:2-7); PX4056 (Silva (Albertsons) Dep 106:11-25). 
67 PX4018 (Cowgill (Albertsons) IH 149:17-151:9). 
68 Albertsons uses Kroger as its primary food competitor for all Albertsons pricing areas in its Southwest, 
Intermountain, Portland, and Seattle divisions; nearly all price areas in the Denver and Jewel divisions; and a 
majority of pricing areas in the Southern and Southern California divisions.  PX2419 (Albertsons) at 008-012; see 
also PX7005 (Hill Rpt. ¶ 170, Fig. 36; see also PX4018, Cowgill (Albertsons) IH at 150:12-151:6; PX2419 
(Albertsons) at 012. 
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}69 

Albertsons’ pricing is likewise an important constraint on Kroger.  For Kroger’s QFC and 

Mariano’s divisions, {  

}70  For most of its other divisions, Kroger seeks to set prices {  

 

}  {  

 

}72  Kroger considers {  

 

 

}73 

{  

 

}75  One executive described {  

}.76 {  

 
69 PX4018 (Cowgill (Albertsons) IH 156:17-157:11); PX4056, (Silva (Albertsons) Dep. 105:19-106:25); PX7005 
(Hill Rpt.) ¶ 170, Fig. 36. 
70 PX4054 (Groff (Kroger) Dep. 192:12-194:13). 
71 { } PX1130 
(Kroger) 007-018. 
72 PX1109 (Kroger) at 007; see also PX1110 (Kroger) at 001-002; PX4016 (Groff (Kroger) IH 163:14-179:6); 
PX4054 (Groff (Kroger) Dep. 78:16-79:1). 
73 PX1109 (Kroger) at 007; see also PX1110 (Kroger) at 001-002; PX4016 (Groff (Kroger) IH 163:14-179:6); 
PX4054 (Groff (Kroger) Dep. 78:16-79:1). 
74 PX4016 (Groff (Kroger) IH 120:12-121:17). 
75 PX1109 (Kroger) at 007; PX4054 (Groff (Kroger) Dep. 79:2-82:13); PX4016 (Groff (Kroger) IH at 183:1-
184:25); PX1115 (Kroger) at 003-006. 
76 PX1125 (Kroger) at 003. 
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}77  This pricing competition with Albertsons would be lost if this acquisition 

is allowed to go through. 

Kroger invests to compete with Albertsons’ pricing in other ways too.  For instance, 

Kroger observed that the { }78  In 

response, Kroger {  

 }80  Similarly, 

in the summer of 2021, Kroger {  

 

}81  Kroger’s Senior Director of 

Pricing Strategy and Execution observed that during this time, {  

 

}82 

Promotional Pricing.  Kroger and Albertsons also compete aggressively on promotional 

pricing by { }  

Kroger regularly {  

 

}83  Around major holidays and events, 

 
77 PX1109 (Kroger) at 007. 
78 PX4016 (Groff (Kroger) IH 187:1-8); PX1109 (Kroger) at 009; PX1123 (Kroger) at 001; PX1125 (Kroger) at 
002-003. 
79 PX1109 (Kroger) at 009; PX1125 (Kroger) at 003; PX4016 (Groff (Kroger) IH 190:5-191:10). 
80 PX1125 (Kroger) at 003. 
81 PX1109 (Kroger) at 004. 
82 PX1125 (Kroger) at 002. 
83 See, e.g., PX1249 (Kroger) at 001-012; PX1292 (Kroger) at 011-020; PX1368 (Kroger) at 004-017; PX1281 
(Kroger) at 003-013. 
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Kroger {  

}84  Kroger also has sought {  

}  For example, in Las Vegas, a Kroger employee {  

 

}85  In another example, before one Super Bowl, Kroger employees wanted 

{  

}86  Similarly, for 

Thanksgiving advertisements, Kroger lamented that {  

 

 

}87 

Albertsons likewise {  

}  Leading up to Independence Day 2022, for instance, Albertsons 

{  

 

}88  In December 2020, after Kroger’s 

Fred Meyer banner {  

}89  For Easter 2021, Albertsons {  

 

}90  In 2021, Albertsons {  

 
84 See, e.g., PX1552 (Kroger) at 001; PX1553 (Kroger) at 001; PX1567 (Kroger) at 001; PX1568 (Kroger) at 001.  
85 PX1372 (Kroger) at 001; see also PX1303 (Kroger) at 001. 
86 PX1573 (Kroger) at 001. 
87 PX11252 (Kroger) at 001. 
88 PX12029 (Albertsons) at 001. 
89 PX2783 (Albertsons) at 001; PX4034 (Whitney (Albertsons) Dep. 163:10-164:4). 
90 PX2478 (Albertsons) at 001. 
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}91  A similar {  

}92  

Illinois provides another prime example of the intense local price competition between 

Kroger and Albertsons.  Here, Kroger’s Mariano’s banner {  

 

}94  In April 2023, Kroger circulated {  

 

 

}95  Similarly, when Mariano’s saw that its 

prices { }.96  

Notably, Kroger’s weekly {  

}97  Likewise, Jewel {

 

}98  Jewel routinely {  

}  In November 2020, Jewel {  

 

}99  In March 2022, Jewel employees reported 

that {  

 
91 PX2464 (Albertsons) at 001.  
92 PX2484 (Albertsons) at 001. 
93 PX4054 (Groff (Kroger) Dep. 193:14-194:13). 
94 See, e.g., PX1830 (Kroger) at 001; PX1800 (Kroger) at 001. 
95 PX1825 (Kroger) at 001; see also PX1808 (Kroger) at 001-002. 
96 PX1820 (Kroger) at 001. 
97 See, e.g., PX1778 (Kroger) at 002, 004, 008; PX1779 (Kroger) at 002, 004, 007. 
98 See PX2419 (Albertsons) at 011-012. 
99 PX2673 (Albertsons) at 001; see also PX2679 (Albertsons) at 001-002. 

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 24 of 620 * PUBLIC * 



   
 

19 
 

} and urged { }100  When Albertsons’ CEO asked 

{  

 

}” and described how Jewel { }101  

The fierce competition between Respondents across the country serves as an important 

constraint on both Kroger’s and Albertsons’ pricing—be it base or promotional—leading to 

lower prices for shoppers at both Kroger and Albertsons supermarkets.  The merger would 

eliminate this head-to-head competition, which in turn would raise prices for food and essential 

household items for millions of shoppers. 

B. Kroger and Albertsons Compete Closely on Nonprice Factors Like 
Product Quality and Assortment, Better Service, and Convenience 

  Kroger and Albertsons also compete against each other across a variety of non-price 

dimensions.  See, e.g., IQVIA, 2024 WL 81232, at *38-39, *53 (preliminarily enjoining merger 

that eliminated substantial competition on price and non-price dimensions).  Respondents seek to 

lure shoppers away from each other by offering higher quality, fresher products, more low-priced 

private label goods, and a broader assortment of products and services.  Respondents also 

compete to offer better customer service, longer store hours, new amenities, and updated and 

remodeled stores to attract and win shoppers from each other.  The proposed acquisition will 

eliminate this critical competition. 

  Product Quality and Assortment.  Kroger and Albertsons constantly {  

}  As Kroger’s CEO 

testified, {  

 
100 PX2482 (Albertsons) at 001 (emphasis in original). 
101 PX12087 (Albertsons) at 001. 
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}102 and Kroger’s internal analyses show that {  

}103  To that end, Albertsons {  

}104  For example, Albertsons’ Portland Division in 2022 

identified {  

}105   

  Kroger and Albertsons also compete directly with one another by expanding and 

improving their private label offerings, which are typically high-quality and low-cost products.  

Indeed, Kroger recognizes {  

 

}106  {  

 

}107 

  Customer Service.  Kroger and Albertsons also compete intensely in communities 

nationwide to offer better customer service that benefits consumers.  In Seattle, for instance, 

Albertsons’ 2021 annual operating plan noted its {  

 

}108  

Similarly, in California, Albertsons specifically noted {  

}109  QFC (Kroger) in 

 
102 PX4024, (McMullen (Kroger) IH 146:13-147:3). 
103 PX1240 (Kroger) at 003; PX4021 (Aitken (Kroger) IH 70:14-73:1). 
104 PX2412 (Albertsons) at 035, 089. 
105 PX2545 (Albertsons) at 001. 
106 PX4021 (Aitken (Kroger) IH at 106:2-8). 
107 PX1244 (Kroger) at 001-002; PX1247 (Kroger) at 002; PX4021 (Aitken (Kroger) IH at 104:6-109:2). 
108 PX2492 (Albertsons) at 007. 
109 PX2490 (Albertsons) at 001. 
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Washington discussed {  

 

}110  Conversely, when Albertsons’ 

COO got wind of {  

 

}111 

  Customer Convenience.  Kroger and Albertsons also compete vigorously to improve 

customer convenience and in-store shopping experiences with updated remodeled stores and new 

amenities.  For pick-up services, Kroger closely tracked {

 

}112  In response, 

Kroger {  

}113  

At the start of 2020, Albertsons, likewise, tracked Kroger’s improvements in pickup: {  

 

 

 

}114  Kroger has increased {  

}115  Kroger has 

likewise {  

 
110 PX11276 (Kroger) at 002-003. 
111 PX2480 (Albertsons) at 001. 
112 PX1358 (Kroger) at 001. 
113 PX1232 (Kroger) at 001; PX1361 (Kroger) at 002. 
114 PX2438 (Albertsons) at 001. 
115 PX1308 (Kroger) 001; PX1310 (Kroger) at 003; PX11295 (Kroger) at 001. 
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}116  Similarly, Albertsons has made significant 

investments {  

 

}117  

Across all these dimensions, competition between Kroger and Albertsons has led to 

significant improvements for shoppers wherever these two entities compete—competition that 

this acquisition will eliminate. 

C. Expert Economic Analysis Confirms that Kroger and Albertsons Are 
Close Competitors and that the Proposed Acquisition Would Eliminate 
this Substantial Competition       

Complaint Counsel’s expert, Dr. Nicholas Hill, PhD,118 evaluated whether the proposed 

acquisition is likely to substantially reduce competition using an economic method called 

“compensating marginal cost reduction” or “CMCR.”119  CMCR analysis calculates a percentage 

value that represents the reduction in marginal costs that would be necessary to offset the merged 

firm’s incentives to raise prices.120  If the CMCR value is greater than the marginal cost 

reductions predicted to result from the merger, then the merged firm is likely to increase prices 

due to the merger.121  One important input to CMCR analysis is estimating diversions, that is, the 

sales lost by one firm to another as a result of a price increase.122  Diversions are a probative 

 
116 PX1310 (Kroger) at 012. 
117 PX2441 (Albertsons) at 001; PX2434 (Albertsons) at 001. 
118 Dr. Hill is a partner at Bates White Economic Consulting who specializes in antitrust analysis. He has testified 
eight times about mergers and conduct in a wide variety of industries, including book publishing, chemicals, 
airlines, telecommunications, and banking.  Dr. Hill has also served as Assistant Section Chief of the Economic 
Analysis Group at the DOJ Antitrust Division and as a staff economist at both DOJ and FTC. 
119 PX7005 (Hill Rpt.) ¶ 188. 
120 PX7005 (Hill Rpt.) ¶ 188.  For example, a CMCR of 5 percent means that a merger would have to reduce the 
merged firm’s marginal cost by 5 percent or more, relative to the stand-alone firms’ marginal costs, or the merger 
will result in a price increase.  Id.  
121 PX7005 (Hill Rpt.) ¶ 188-198. 
122 PX7005 (Hill Rpt.) ¶ 190. 
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measure of competition between two companies—the higher the diversions between the merging 

parties, the closer the competition.  See, e.g., FTC v. Sanford Health, Sanford Bismarck, No. 

1:17-cv-133, 2017 WL 10810016, at *12 (D.N.D. Dec. 5, 2017), aff’d sub nom. FTC v. Sanford 

Health, 926 F.3d 959 (8th Cir. 2019).   

  Dr. Hill’s CMCR analysis assumed that CMCR values greater than five percent indicate a 

likelihood that competition will be substantially reduced.  Dr. Hill found that 1,472 local markets 

have a CMCR value greater than five percent.123  This means that for those stores, the acquisition 

is likely to result in a price increase unless it were to reduce the firm’s marginal costs by more 

than five percent.124  Here, while Respondents claim the merger will reduce their marginal costs, 

the total cost reductions they estimate—that is, regardless of whether such estimates are verified 

or merger-specific—are less than one percent of Respondents’ combined total operating costs.125  

Dr. Hill’s CMCR analysis thus not only confirms that substantial competition will be eliminated; 

in using a five-percent threshold to reach that conclusion, it is also abundantly conservative.126 

D. Competition Between Kroger and Albertsons Drives Better Wages and 
Benefits for Union Grocery Workers 

In addition to eliminating fierce competition between Kroger and Albertsons for 

supermarket shoppers, the acquisition also removes unions’ primary source of leverage in 

collective bargaining negotiations: the ability to credibly threaten a strike, boycott, or other 

action against an employer.127  Strikes are { }128 because even a boycott 

or informational picketing can generate negative publicity about the strike target and drive 

 
123 PX7005 (Hill Reply Rpt.) Fig. 46. 
124 PX7005 (Hill Rpt.) ¶ 93. Dr. Hill’s CMCR results are qualitatively the same for the supermarket product market 
he analyzes and also for his more conservative “large format store” product market.  Id. 
125 PX7007 (Hill Rebuttal Rpt.) ¶¶ 180-182, n. 200; PX7012 (Yeater Rebuttal Rpt.) ¶ 11. 
126 PX7007 (Hill Rebuttal Rpt.) ¶ 182. 
127 PX4014 (Dosenbach (Albertsons) IH 186:12-17); PX4015 (McPherson (Kroger) IH 164:19-165:2, 165:24-
166:17). 
128 PX4015 (McPherson (Kroger) IH 163:18-25, 168:4-8). 
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shoppers elsewhere.129  When workers strike, impacted stores cannot operate normally or may 

have to close.130  Struck supermarkets are at risk of lasting damage to their reputation and 

permanently losing shoppers to competing stores.131  

The strike target is also at risk of losing workers.132  Workers may choose to pick up 

shifts at other union grocery employers that remain open during the strike in order to continue 

getting paid.133  Strikes can also create tension between an employer and its workers, who may 

decide to take jobs elsewhere.134  Because strikes damage an employer’s sales, reputation, and 

employee relationships, unions can use strikes—or even the credible threat of a strike—to 

pressure an employer to offer better wages, benefits, and working conditions.135 

Unions employ a negotiating tactic called a “whipsaw strike,” during which workers 

threaten to strike to force one competing union employer to agree to certain terms.136  Once an 

agreement is reached, the workers shift their strike threat to the second competing union 

employer—this is the “whipsaw”—to get that company to match or improve upon the agreement 

with the first.137  This strategy is effective because Kroger and Albertsons do not want to lose 

sales or shoppers to each other and (naturally) each would prefer that the unions target the other 

with a strike instead.138  Unions leverage their ability to direct Kroger’s shoppers to Albertsons, 

 
129 PX5014 (UFCW Local 3000 Decl.) ¶ 13; PX5011 (UFCW Local 7 Decl.) ¶ 11; PX5010 (UFCW Local 324 
Decl.) ¶¶ 12, 15; PX4014 (Dosenbach (Albertsons) IH 187:1–12); PX4015 (McPherson (Kroger) IH 173:11–18). 
130 PX4015 (McPherson (Kroger) IH 285:3–286:6). 
131 See PX4014 (Dosenbach (Albertsons) IH at 187:13–188:10, 208:3–10, 219:24–220:8); PX5014 (UFCW Local 
3000 Decl.). ¶ 9); PX5011 (UFCW Local 7 Decl.) ¶ 11). 
132 PX5014 (UFCW Local 3000 Decl.) ¶ 9; PX5011 (UFCW Local 7 Decl.) ¶ 11. 
133 PX5014 (UFCW Local 3000 Decl.) ¶ 9; PX5011 (UFCW Local 7 Decl.) ¶ 11. 
134 PX5014 (UFCW Local 3000 Decl.) ¶ 9; PX5011 (UFCW Local 7 Decl.) ¶ 11. 
135 PX5014 (UFCW Local 3000 Decl.) ¶ 9; PX5011 (UFCW Local 7 Decl.) ¶ 11; PX5010 (UFCW Local 324 Decl.) 
¶¶ 12, 16. 
136 PX4015 (McPherson (Kroger) IH 274:3–12); PX4095 (Massa (Kroger) Dep. 169:11-18). 
137 PX4042 (Dosenbach (Albertsons) Dep. 150:14-151:1); PX4015 (McPherson (Kroger) IH 274:3–12); PX4095 
(Massa (Kroger) Dep. 169:11-18) . 
138 PX5010 (UFCW Local 324 Decl.) ¶ 14; PX5014 (UFCW Local 3000) Decl.) ¶ 12; PX5011 (UFCW Local 7 
Decl.) ¶ 11. 
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or vice versa, to reach more favorable agreements with these employers.139  Unions in Oregon, 

Washington, Colorado, Southern California, and elsewhere have been able to use whipsaw-strike 

leverage to increase wages and hours, improve benefits, make workplaces safer, add more full-

time positions, and improve vacation and sick leave policies.140  

In December 2021, for example, UFCW Local 555 leveraged competition between 

Kroger and Albertsons with a whipsaw strike in Portland, Oregon.  Following a one-day strike 

against its stores, Kroger agreed to {  

}141  { }142  As 

Albertsons’ Senior Vice President of Labor Relations, Dan Dosenbach, stated, {  

}143   

Respondents are well aware of the unions’ strategy and {  

}  For example, Mr. Dosenbach 

explained: {  

 

}144  Similarly, Kroger’s Vice President of Labor Relations, Jon McPherson, updated 

Kroger’s CEO and other senior leaders about an April 2022 negotiation in Seattle, explaining: 

{  

}145 

 
139 PX5014 (UFCW Local 3000 Decl.) ¶¶ 13–15; PX5011 (UFCW Local 7 Decl.) ¶¶ 12–18; PX5010 (UFCW Local 
324 Decl.) ¶¶ 14–15. 
140 PX5014 (UFCW Local 3000 Decl.) ¶¶ 13–15; PX5011 (UFCW Local 7 Decl.) ¶¶ 12–18; PX5010 (UFCW Local 
324 Decl.) ¶ 15. 
141 PX4138 (Clay (UFCW Local 555) Dep. 118:20-120:11); PX4014 (Dosenbach (Albertsons) IH 226:19–229:19); 
PX4015 (McPherson (Kroger) IH 277:13–278:21). 
142 PX4014 (Dosenbach (Albertsons) IH 228:24-230:12). 
143 PX2151 (Albertsons) at 001; see also PX4014 (Dosenbach (Albertsons) IH 226:25-228:15). 
144 PX4042 (Dosenbach (Albertsons) Dep. 152:14-153:1). 
145 PX1154 (Kroger) at 001. 
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To counter the unions’ strategy of playing them off one another, Kroger and Albertsons 

have attempted to align on their union negotiations146 but their coordination is costly, imperfect, 

and often unsuccessful.  For example, Kroger believes {  

 

},147 while Albertsons views Kroger’s negotiating posture as {  

}148  

As a result, Albertsons {  

}149  Respondents’ frequent failure to reach 

alignment in bargaining, despite their best efforts, gives unions even greater negotiating 

leverage. 

This misalignment is most evident in {  

}  {  

 

 

}150  In effect, {  

}  

Facing strike threats in contentious negotiations, {  

  }153  

{  

 
146 PX5010 (UFCW Local 324 Decl.) ¶ 14; PX5011 (UFCW Local 7 Decl.) ¶ 9. 
147 PX4015 (McPherson (Kroger) IH 222:9–21, 250:6–251:4); PX4113 (McPherson (Kroger) Dep. 146:20-147:23). 
148 PX4014 (Dosenbach (Albertsons) IH 197:25–198:2, 201:7–23). 
149 PX4014 (Dosenbach (Albertsons) IH 234:12–235:12). 
150 PX4014 (Dosenbach (Albertsons) IH 207:14–208:10); PX4015 (McPherson (Kroger) IH 173:19–176:3). 
151 PX1040 (Kroger) at 002. 
152 PX4015 (McPherson (Kroger) IH 275:3–14); see also PX2148 (Albertsons) at 001. 
153 PX4015 (McPherson (Kroger) IH 264:17–265:3). 
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}154 

Negotiations in Southern California in Spring 2022 illustrate how misalignment between 

Kroger and Albertsons improved collective bargaining agreement (“CBA”) outcomes for union 

grocery workers.  On the heels of whipsaw strike tactics in Portland and Denver, {  

}155  At 

first, {  

 

 

}156  Ultimately, however, 

{  

}157  {  

 

  

   

 

}159  

The acquisition provides Kroger and Albertsons with a perfect—and permanent—{  

}160 being played off each other in labor negotiations.  It will finally allow Kroger and 

 
154 PX4015 (McPherson (Kroger) IH 176:4–10); see also PX4113 (McPherson (Kroger) Dep. 149:5-149:14). 
155 PX4113 (McPherson (Kroger) Dep. 179:16-190:9); PX4015 (McPherson (Kroger) Dep. 263:22-265:3); PX4042 
(Dosenbach (Albertsons) Dep. 159:13-162:17).  
156 PX1278 (Kroger) at 001. 
157 PX1282 (Kroger) at 003. 
158 PX1282 (Kroger) at 003-004. 
159 PX1282 (Kroger) at 003-004. 
160 PX1282 (Kroger) at 004. 
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Albertsons to achieve total alignment in all future labor negotiations, preventing unions from 

using whipsaw strike tactics in negotiations with the merged firm.  Post-acquisition, Respondents 

will conduct union negotiations with fewer (or, in some geographies, no) union grocery 

competitors, and unions will have fewer (or no) union grocery employers in many geographic 

areas to leverage off one another during negotiations.  There will be no need for Respondents to 

{ } because one 

would effectively already exist.  With more leverage, the combined entity will be better able to 

successfully negotiate smaller wage increases, reduce benefits, or degrade working conditions to 

the detriment of hundreds of thousands of union grocery employees.161 

*** 

 Complaint Counsel meets its prima facie case by showing that this acquisition will 

eliminate head-to-head competition for shoppers and union grocery workers in markets across 

the country.  See 15 U.S.C. § 18 (an acquisition is illegal where its “effect . . . may be 

substantially to lessen competition”); Manufacturers Hanover, 240 F. Supp. at 950; see also 

infra Section II (identifying Complaint Counsel’s relevant markets). 

II. THE PROPOSED ACQUISITION IS PRESUMPTIVELY UNLAWFUL IN 
MULTIPLE HIGHLY CONCENTRATED MARKETS 
 

  Apart from showing a merger will eliminate head-to-head competition, the government 

also can meet its prima facie burden by showing that an acquisition will lead to undue 

concentration in a relevant market.  Polypore, 149 F.T.C. at 850 (citing United States v. Baker 

Hughes, Inc., 908 F.2d 981, 982 (D.C. Cir. 1990)).  Under Supreme Court precedent, “a merger 

which produces a firm controlling an undue percentage share of the relevant market, and results 

in a significant increase in the concentration of firms in that market is so inherently likely to 

 
161 See generally PX7013 (Ashenfelter Rpt.) ¶¶ 51-58. 
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lessen competition substantially that it must be enjoined in the absence of evidence clearly 

showing that the merger is not likely to have such anticompetitive effects.”  United States v. 

Phila. Nat’l Bank, 374 U.S. 321, 363 (1963). 

 Courts typically use market shares and the Herfindahl-Hirschman Index (“HHI”) to 

determine whether a merger is presumptively illegal.  A merger is presumptively anticompetitive 

if it increases a market’s HHI by more than 100 points and results in either (a) a post-merger 

market share greater than 30% or (b) a post-merger HHI exceeding 1,800.  Merger Guidelines § 

2.1; Chi. Bridge & Iron Co. N.V. v. FTC, 534 F.3d 410, 431 (5th Cir. 2008) (HHIs).162 

The first step in assessing concentration is to define a relevant product and geographic 

market; specifically, to determine the “line of commerce” and “section of the country” where the 

relevant competition occurs.  15 U.S.C. § 18; St. Alphonsus, 778 F.3d at 783-84.  Congress 

prescribed “a pragmatic, factual approach” to market definition because “the market, as most 

concepts in law or economics cannot be measured in metes and bounds.”  United States v. 

Anthem, 236 F. Supp. 3d 171, 193 (D.D.C. 2017) (cleaned up).  In particular, the commercial 

realities reflecting competition between the merging parties can inform market definition.  See 

FTC v. Staples, Inc., 190 F. Supp. 3d 100, 124 (D.D.C. 2016); Merger Guidelines at § 4.3 

(“Direct evidence of substantial competition between the merging parties can demonstrate that a 

relevant market exists in which the merger may substantially lessen competition and can be 

sufficient to identify the line of commerce and section of the country affected by a merger, even 

if the metes and bounds of the market are only broadly characterized.”). 

 
162 The Supreme Court has also held that mergers are presumptively unlawful if they result in a single entity 
controlling a 30% market share.  See United States v. Phila Nat’l Bank, 374 U.S. 321, 364 (1963); see also IQVIA, 
2024 WL 81232, at *33. 
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A. This Acquisition Increases Concentration in Local Areas Near 
Supermarkets Across the Country  

Today, Respondents currently compete in a product market for supermarkets in hundreds 

of local geographic areas around the country.  The proposed merger would significantly increase 

concentration for supermarkets in these local areas, far exceeding the Supreme Court’s threshold 

for a presumption of illegality. 

i. Supermarkets are a relevant product market 

“The outer boundaries of a product market are determined by the reasonable 

interchangeability of use [by consumers] or the cross-elasticity of demand between the product 

itself and substitutes for it.”  Brown Shoe Co. v. United States, 370 U.S. 294, 325 (1962). “[T]he 

mere fact that a firm may be termed a competitor in the overall marketplace does not necessarily 

require that it be included in the relevant product market for antitrust purposes.”  Sysco, 113 F. 

Supp. 3d at 26 (cleaned up).  As the Supreme Court has explained, within a broad market, “well-

defined submarkets may exist, which, in themselves, constitute product markets for antitrust 

purposes.”  Brown Shoe, 370 U.S. at 325.  

There are two main methods to define a relevant product market.  First, courts often 

evaluate “Brown Shoe factors,” which are “such practical indicia as industry or public 

recognition of the [relevant market] as a separate economic entity, the product’s peculiar 

characteristics and uses, unique production facilities, distinct customers, distinct prices, 

sensitivity to price changes, and specialized vendors.”  Brown Shoe, 370 U.S. at 325.  Second, 

courts consider economic analysis regarding a product’s “reasonable interchangeability of use or 

the cross-elasticity of demand.”  Regeneron Pharms., Inc. v. Novartis Pharma AG, 96 F.4th 327, 

339 (2d Cir. 2024); see also Sysco, 113 F. Supp. 3d at 33-37. 
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Both the Brown Shoe factors and economic analysis show that supermarkets are a 

relevant product market.  Supermarkets, including supercenters such as Walmart,163 are retail 

stores that sell a wide variety and depth of goods ranging from food items like fresh produce, 

meat, seafood, dairy products, frozen foods, shelf-stable foods, and beverages, to household 

goods such as laundry detergent, medications, cleaning supplies, pet foods, and health and 

beauty care products.164  The broad and deep assortment at supermarkets means that shoppers 

can purchase most of their household needs at supermarkets, with many size and brand 

options.165  Kroger and Albertsons stores are supermarkets that offer this “unique combination of 

size, selection, depth and breadth of inventory” and services166 which distinguishes them from 

other retailers such as natural and gourmet food stores, club stores, limited assortment stores, 

superettes, dollar stores, drug and convenience stores, and e-commerce stores. See Staples I, 970 

F. Supp. at 1079. 

Supermarkets satisfy the Brown Shoe factors even though individual goods available in 

supermarkets can be purchased at other retail stores.  As the court explained in California v. 

American Stores Co., 697 F. Supp. 1125, 1129 (C.D. Cal. 1988), simply because other outlets 

also sell groceries does not mean that “grocery shoppers seriously consider, for example, 

gasoline service stations or department stores as competing sources with supermarkets for their 

grocery needs.”  See also, e.g., Whole Foods, 548 F.3d at 1040 (“The fact that a customer might 

 
163 Supercenters, like traditional supermarkets, “sell a full line of groceries, meat and produce, . . . as well as 
additional non-food, mass merchandise product not typically offered at a traditional supermarket.”  PX7005 (Hill 
Rpt.) ¶ 37.  As such, Supercenters like Target and Walmart are appropriately considered as a subset of the 
Supermarket product market.  PX7005 (Hill Rpt.) ¶ 67, n.84.   
164 PX7005 (Hill Rpt.) ¶¶ 33, 35.  See, e.g., PX4081 (McMullen (Kroger) Dep. 24:4-11); PX4022 (Sankaran 
(Albertsons) IH 100:24-101:25); PX4022 (Sankaran (Albertsons) IH 123:18-124:17); see also DX0952 (C&S) at 
243. 
165 PX4081 (McMullen (Kroger) Dep. 25:25-26:24). 
166 See, e.g., PX2670 (Albertsons) at 017; PX4089 (Shores (Albertsons) Dep. 104:24-105:2); PX12380 (Albertsons) 
at 001; PX4059 (Sankaran (Albertsons) Dep. 108:12-109:16); PX6009 (Kroger) at 113; PX4011 (Lindholz (Kroger) 
IH 52:10-53:9). 
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buy a stick of gum at a supermarket or at a convenience store does not mean there is no definable 

groceries market.”); Sysco, 113 F. Supp. 3d at 26 (“[F]ruit can be bought from both a grocery 

store and a fruit stand, but no one would reasonably assert that buying all of one’s groceries from 

a fruit stand is a reasonable substitute for buying from a grocery store.”).  Here, supermarkets—

as recognized by industry participants—have peculiar uses and characteristics, unique production 

facilities, and distinct customers and prices that other store formats do not offer. 

 For example, supermarkets uniquely provide customers with a broad one-stop shopping 

experience, a concept Kroger boasts of innovating and inspiring “Today’s Shopping 

Experience.”167  An Albertsons executive explained that a one-stop shop is a {  

 

}168  The CEO of Albertsons, for instance, explained {  

 

}169  An executive at Raley’s—a regional supermarket in California—testified that its 

shoppers are looking for a {  

}170  He went 

on to explain that {  

}171   

  Respondents’ executives concede that many shoppers {  

 

 
167 PX6030 (Kroger) at 002. 
168 PX4039 (Kinney (Albertsons) Dep. 82:12-83:3).  
169 PX4022 (Sankaran (Albertsons) IH 110:6-111:4); see also, PX4022 (Sankaran (Albertsons) IH 123:6, 125:15). 
170 PX4083 (Knopf (Raley’s) Dep. 41:10-22). 
171 PX4083 (Knopf (Raley’s) Dep. 103:22-104:16). 
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}172  For instance, an Albertsons executive asked her team: {  

 

}173  Supermarkets fulfill their customers’ “one-stop 

shop” demand by offering both a broad range of product types and a deep selection within each 

product type, stocking private label products, national brands, organic products, and multiple 

package sizes, flavors, and options to suit any customer need.174  Likewise, supermarkets often 

have a range of other services such as pharmacies, florists, fuel centers, butchers, and deli and 

seafood counters; many supermarkets also sell both their own private label brands as well as 

national brands like Coca-Cola.175 

Other store formats such as natural and gourmet food stores, club stores, limited 

assortment stores, dollar stores, drug and convenience stores, and e-commerce stores do not offer 

the same shopping experience.176  Staples I, 970 F. Supp. at 1078 (finding “that office 

superstores are, in fact, very different in appearance, physical size, format, the number and 

variety of SKU’s offered, and the type of customers targeted and served than other sellers of 

office supplies”); Bon-Ton Stores, Inc. v. May Dep’t Stores Co., 881 F. Supp. 860, 873 

(W.D.N.Y. 1994) (“Department stores are distinguishable from other categories of vendors based 

on the types of products they sell, their prices, staffing policies . . . .”).   

 
172 PX4039 (Kinney (Albertsons) Dep. 81:24-82:10); PX1164 (Kroger) at 010; PX4063 (Adcock (Kroger) Dep. 
286:9-16) ; PX4058 (Garnes (Kroger) Dep. 105:15-1); PX4043 (Kammeyer (Kroger) Dep. 43:13-21); PX4088 
(Stewart (Kroger) Dep. 34:21-35:2); PX4071 (Yates (Ahold) Dep. 21:25-22:5); PX4031 (Van Helden (Stater Bros.) 
Dep. 39:11-23, 40:4-9). 
173 PX2932 (Albertsons) at 001.   
174 PX4063 (Adcock (Kroger) Dep. 286:9-24); PX4114 (Broderick (Albertsons) Dep. 178:23-179:5, 45:17-46:22); 
PX4075 (Kimball (Kroger) Dep. 50:23-51:5); PX4088 (Stewart (Kroger) Dep. 35:17-25, 40:11-41:8); PX4097 
(Morris (Albertsons) Dep. 233:8-13); PX4031 (Van Helden (Stater Bros.) Dep. 14:17-24); PX4071 (Yates (Ahold) 
Dep. 58:1-18, 62:19-21, 69:21-25). 
175 PX4022 (Sankaran (Albertsons) IH 115:2-116:5); PX4081 (McMullen (Kroger) Dep. 35:15-41:1); PX4031 (Van 
Helden (Stater Bros.) IH 20:7-13); PX6030 (Kroger) at 001-002; PX4063 (Adcock (Kroger) Dep. 288:1-280:19); 
PX4097 (Morris (Albertsons) Dep. 123:4-124:6). 
176 PX7005 (Hill Rpt.) ¶¶ 38-52.   
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Club Stores.  Club stores, such as Costco, allow customers to purchase grocery and other 

products in bulk.177  But according to a senior executive at Costco, {  

}178  

Club stores offer significantly fewer grocery SKUs than supermarkets, and mostly in large, club-

sized packages rather than the variety of product packaging sizes that a supermarket carries.179  

Moreover, club stores offer a markedly different shopping experience than supermarkets, 

including in their enormous store sizes, membership fees requirements, large carts and no hand 

basket options, lack of comparable service counters, and shorter operating hours.180  Club stores 

also have many fewer locations than supermarkets,181 meaning customers generally must travel 

longer distances to shop at one.182  For these reasons, shoppers typically visit club stores less 

often and may not do their standard grocery shopping there, but rather go for bulk {  

}183   

 Natural and Organic Stores.  Premium natural and organic stores (e.g., Whole Foods 

Market and Sprouts Farmers Market) focus on a different core customer from supermarkets.  

They also do not offer many of the familiar national branded products (e.g., Tide, Coca-Cola, or 

Oreos) found in supermarkets.184  Instead, Sprouts, for instance, focuses its strategy on marketing 

 
177 PX7005 (Hill Rpt.) ¶ 39.   
178 PX4096 (George (Costco) Dep. 34:24-35:7, 36:17-37:3); see also PX4135 (Grisham (Sam’s Club) Dep. 14:17-
15:1); PX5009 (Sam’s Club Decl.) ¶¶ 4, 8; PX4062 (Leary (BJ’s Wholesale Club) Dep. 195:23-196:9). 
179 PX5006 (Costco Decl.) ¶¶ 3, 5; PX5009 (Sam’s Club Decl.) ¶¶ 8, 9; PX4135 (Grisham (Sam’s Club) Dep. 71:20-
72:11); PX4081 (McMullen (Kroger) Dep. 42:1-47:3); PX4031 (Van Helden (Stater Bros.) IH 18:12-19:6). 
180 PX4096 (George (Costco) Dep. 10614-108:18); PX5006 (Costco Decl.) ¶¶ 3, 7; PX5009 (Sam’s Club Decl.) ¶¶ 
3, 5, 6, 11; PX4135 (Grisham (Sam’s Club) Dep. 14:17-15:1); PX4062 (Leary (BJ’s Wholesale) Dep. 41:23-42:10, 
112:18-113:1, 128:22-131:5). 
181 See Costco, Warehouses by State, https://www.costco.com/WarehouseListByStateDisplayView (last visited July 
20, 2024); PX5006 (Costco Decl.) ¶ 2; PX5009 (Sam’s Club Decl.) ¶ 2. 
182 See, e.g., PX5009 (Sam’s Club Decl.) ¶ 10; see also PX4135 (Grisham (Sam’s Club) Dep. 63:14-64:8). 
183 PX4096 (George (Costco) Dep. 105:6-15); see also PX4031 (Van Helden (Stater Bros.) IH 18:12-19:6); PX4110 
(Van Helden (Stater Bros.) Dep. 193:13-195:18); PX12385 (Albertsons) at 005; PX4059 (Sankaran (Albertsons) 
Dep. 143:7-144:10); PX12392 (Albertsons) at 003. 
184 PX4120 (Neal (Sprouts) Dep. 110:13-112:10). 
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items that are { } to cater to its core customers, who are 

{ }185  Whole Foods upholds  

 

 

}186  

Other natural and gourmet stores similarly offer a limited or targeted selection of products, 

making them poor substitutes for supermarkets.187  

 Other Smaller Retailers.  Supermarkets are also distinct from limited assortment stores 

(discount retailers like Aldi and Lidl that carry a limited selection of brands and products),188 

dollar stores (deep-discounters that primarily sell non-grocery items),189 convenience stores 

(such as 7-Eleven),190 and drug stores (such as Walgreens).191  Those retailers do not offer 

anywhere close to the depth or breadth of food and grocery products that supermarkets offer,192 

nor do they offer staffed grocery services such as a butcher, seafood counter, in-store bakery, or 

 
185 PX4120 (Neal (Sprouts) Dep. 111:18-112:10); see also PX5003 (Sprouts Decl.) ¶ 5. 
186 PX4133 (Oblisk (Whole Foods) Dep. 94:12-96:10, 100:18-101:22). 
187 PX4091 (Cahan (Trader Joe’s) Dep. 26:4-14, 101:13-102:10); PX4059 (Sankaran (Albertsons) Dep. 227:21-
228:3); PX4143 (Huber (Natural Grocers) Dep. 114:1-14). 
188 PX4081 (McMullen (Kroger) Dep. 49:1-53:24); PX4059 (Sankaran (Albertsons) Dep. 227:21-228:3); PX4071 
(Yates (Ahold) Dep. 122:20-123:14); PX12392 (Albertsons) at 003. 
189 PX3048 (Dollar Tree) at 014; PX7005 (Hill Rpt.) ¶ 44; PX4010 (Unkelbach (Dollar Tree) IH 28:4-18, 48:5-
50:18); PX4027 (Snow (Dollar General) IH 40:23-44:5); PX4081 (McMullen (Kroger) Dep. 57:4-58:4); PX4071 
Yates (Ahold) Dep. 137:21-138:6). 
190 PX4071 (Yates (Ahold) Dep. 120:18-20); PX4055 (Larson (Albertsons) Dep. 65:16-25); PX4044 (Jabbar 
(Kroger) Dep. 63:19-22); PX4035 (Davidson (Albertsons) Dep. 129:5-13); PX4109 (Curry (Albertsons) Dep. 
110:14-23); PX4043 (Kammeyer (Kroger) Dep. 129:4-11, 133:6-134:3). 
191 PX4071 (Yates (Ahold) Dep. 120:15-22); PX4043 (Kammeyer (Kroger) Dep. 50:2-24, 136:20-22, 137:25-
138:3); PX4104 (Kelley (Kroger) Dep. 59:6-60:2). 
192 PX7005 (Hill Rpt.) ¶¶ 41-44.   
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floral department.193  Because of their limited offerings, these stores do not offer the same one-

stop shopping experience that supermarkets provide.194 

eCommerce.  Finally, websites like Amazon.com that only sell groceries online without 

physical stores (the shipment format of “grocery e-commerce”)195 provide a fundamentally 

different shopping experience than supermarkets.  First, shoppers are unable to browse, view, or 

select specific items from a grocery e-commerce store in the same way they could select a 

particular cut of meat from a supermarket’s butcher counter or inspect a fresh peach for ripeness 

before purchasing it.196  Second, when using grocery e-commerce, shoppers must wait anywhere 

from hours to weeks to receive their groceries, unlike the immediate convenience of walking into 

a supermarket and walking out with the products they need.197  Third, grocery e-commerce stores 

typically have a more limited selection due to shipping limitations.198  For example, it is difficult 

to ship fresh meat and produce long distances.199  Finally, grocery e-commerce retailers often 

 
193 See, e.g., PX4081 (McMullen (Kroger) Dep. 48:23-25, 51:3-5, 51:16-25, 52:17-53:2); PX4090 (Unkelbach 
(Dollar Tree) Dep. 97:4-23); PX4055 (Larson (Albertsons) Dep. 58:4-12, 58:23-59:25, 66:2-10); PX4044 (Jabbar 
(Kroger) Dep. 65:17-66-3); PX4035 (Davidson (Albertsons) Dep. 129:15-23, 129:25-131:1); PX4043 (Kammeyer 
(Kroger) Dep. 132:10-134:3, 137:10-138:8); PX4109 (Curry (Albertsons) Dep. 111:11-25); PX4104 (Kelley 
(Kroger) Dep. 59:6-60:2); PX4137 (Sitter (Aldi) Dep. 31:6-16, 113:17-116:8); PX4063 (Adcock (Kroger) Dep. 
162:4-7); PX7005 (Hill Report) ¶¶ 41-44, 50-52. 
194 PX4090 (Unkelbach (Dollar Tree) Dep. 118:15-20); PX4144 (Kerr (Lidl) Dep. 100:4-13); PX4031 (Van Helden 
(Stater Bros.) IH 39:11-42:10); PX4136 (Sitter (Aldi) Dep. 44:1-11, 85:14-89:2, 108:12-116:8, 126:10-130:4); 
PX4040 (Withers (Albertsons) Dep. 66-69, 74); PX4043, (Kammeyer (Kroger) Dep. 50:25-51:16).  
195 The grocery industry has three primary e-commerce formats: pickup (where shoppers can place orders and pick 
up at the bricks and mortar location), delivery (where shoppers order online and deliver—through either a grocery 
store’s own service or a third-party delivery service such as Instacart), and shipment (where shoppers order online 
groceries from a website without a brick and mortar business).  PX7005 (Hill Rpt.) ¶¶ 46-49. 
196 PX4126 (Heyworth (Amazon) Dep. 116:17-20); PX4088 (Stewart (Kroger) Dep. 34:10-15); PX4031 (Van 
Helden (Stater Bros.) IH, 27:11-28:4); PX12392 (Albertsons) at 005. 
197 PX4126 (Heyworth (Amazon) Dep. 70:22-72:1); PX4141 (Lieberman (Walmart) Dep. 118:15-120:3). 
198 PX4126 (Heyworth (Amazon) Dep. 18:14-25, 102:17-103:5). 
199 PX4141 (Lieberman (Walmart) Dep. 26:19-27:3); PX4126 (Heyworth (Amazon) Dep. 18:14-26; 75:9-22). 
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charge additional service and delivery fees that increase the total cost of grocery orders to the 

consumer.200  As a result, grocery e-commerce retailers are a poor substitute for supermarkets.201 

Respondents’ own executives and ordinary course documents discuss supermarkets 

separately from other store formats.  For example, Albertsons routinely {  

}202  In a 2021 Annual Operating Plan, Albertsons 

categorized retailers into {  

}203  See also supra Section I.A-B.  Other 

industry participants or observers also view supermarkets as distinct grocery retailers.  For 

example, market analysts such as Nielsen—a global leader in audience insights, data, and 

analytics—consider traditional supermarkets to be a separate trade channel.204  Similarly, an 

executive of Ahold’s Food Lion supermarket banner acknowledged that {  

 

 

}205  Mark McGowan, former 

President of Ahold’s Stop & Shop, also testified that {  

 

}206  Likewise, 

 
200 PX4016 (Groff (Kroger) IH at 69:24-70:21); PX4111 (Pollnow (DoorDash) Dep. 24:18-25:10); PX5012 
(Instacart Decl.) ¶¶ 14-15; PX4031 (Van Helden (Stater Bros) IH 26:20-27:10). 
201 PX4031 (Van Helden (Stater Bros.) IH 27:6-28:4); PX4071 (Yates (Ahold) Dep. 251:10-253:4); PX4024 
(McMullen (Kroger) IH 71:17-72:8); PX2272 (Albertsons) at 005; PX0008 (Albertsons) at 080; PX1227 (Kroger) at 
031; PX4120 (Neal (Sprouts) Dep. 106:9-107:3,177:2-9); PX4141 Lieberman (Walmart) Dep. 109:12-111: 14, 
113:11-21, 115:19-116:5). 
202 See, e.g., PX12450 (Albertsons) at 001. 
203 PX2003 (Albertsons) at 081. 
204 PX6166 at 001; PX12002 (Albertsons) at 114, 120. 
205 PX4071 (Yates (Ahold) Dep. 109:25-110:20); see also PX4031 (Van Helden (Stater Bros.) Dep. 13:13-20); 
PX4081 (Knopf (Raley’s) Dep. 25:3-26:15, 179:6-180:2).   
206 PX4050 (McGowan (C&S) Dep. 45:21-46:5, 158:20-22); PX4071 (Yates (Ahold) Dep. 14:22-25). 
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other store formats distinguish supermarkets.  For example, BJ’s Wholesale Club {  

 

 

}207 

Compared to other types of food retailers, supermarkets also offer a unique store layout—

for instance, supermarkets require a large footprint to shelve the number of SKUs that they offer 

as well as the various staffed departments such as deli, seafood, or bakery.  Ahold’s Food Lion 

supermarket banner offers an average floor space of approximately { };208 the 

typical Albertsons store is between { } for smaller stores and {  

} for larger stores;209 similarly, Kroger’s QFC stores are {

}, and its Fred Meyer stores devote {  

} to grocery.210  Other store formats such as convenience stores, dollar stores, limited 

assortment stores, and natural and gourmet stores typically have smaller physical footprints,211 

while club stores have a much larger footprint to accommodate their bulk pack sizes and 

assortment of nonfood items like appliances, furniture, and apparel.212  

Apart from store footprint, supermarkets also differ from other food retail formats in 

customer experience.213  For example, Costco displays many products on pallets, has large carts 

to accommodate bulk pack sizes, and its stores have a more “warehouse” look and feel compared 

 
207 PX4062 (Leary (BJ’s Wholesale Club) Dep. 73:25-74:13); see also PX4120 (Neal (Sprouts) Dep. 124:16-125:7). 
208 PX4071 (Yates (Ahold) Dep. 21:10-13).   
209 PX4065 (Colgrove (Albertsons) 247:20-24); PX4097 (Morris (Albertsons) 137:8-138:13). 
210 PX4063 (Adcock (Kroger) Dep. 260:13-261:6).   
211 PX7005 (Hill Rpt.) ¶ 30, Fig. 3. 
212 PX4081 (McMullen (Kroger) Dep. 42:1-47:3); PX4062 (Leary (BJ’s Wholesale) Dep. 129:22-131:4); PX7005 
(Hill Rpt.) 
213 See, e.g., PX4055 (Larson (Albertsons) Dep. 81:24-82:1; 121:8; 122:2-3). 
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to supermarkets.214  Convenience stores, dollar stores, and drug stores have fewer (or no) staffed 

checkout lanes and devote a smaller proportion of their footprint to fresh produce compared to 

supermarkets.215  And, of course, pure e-commerce operators have no physical location at all.216  

See Staples I, 970 F. Supp. at 1075-80 (noting that when applying Brown Shoe factors courts 

analyze the physical appearance of retail stores, for example, “the location of checkout counters, 

the manner in which goods are displayed, and so on”).   

 Finally, supermarkets price differently than other formats.  {  

 

 

}217  Consumers looking for coupons, sales, and other 

promotional activities can find that shopping experience at supermarkets but not other formats.218  

Supermarkets also price check each other and strive to match or beat one another’s promotions.  

For instance, {  

}219 

See also supra Section I.A.  

  Other retail formats have distinct price points and strategies, and do not systematically 

target price parity with supermarkets.  Club stores’ prices, on a per-unit basis, are often 

 
214 PX4071 (Yates (Ahold) Dep. 126:18-127:9); PX4096 (George (Costco) Dep. 107:24-108:10); PX4062 (Leary 
(BJ’s Wholesale) Dep. 129:22-131:4); PX5006 (Costco Decl.)  ¶ 3. 
215 PX4116 (Snow (Dollar General) Dep. 98:4-10); PX4010 (Unkelback (Dollar Tree) IH 94:25-95:2); PX4027 
(Snow (Dollar General) IH 25:3-6); PX4090 (Unkelback (Dollar Tree) Dep. 98:12-21); PX4055 (Larson 
(Albertsons) Dep. 58:4-12); PX4035 (Davidson (Albertsons) Dep. 110:13-21, 129:15-23); PX4063 (Adcock 
(Kroger) Dep. 162:4-7). 
216 PX4126 (Heyworth (Amazon) Dep. 95:3-5). 
217 Compare, e.g., PX4136 (Sitter (Aldi) Dep. 119:18-121:1); PX4144 (Kerr (Lidl) Dep. 133:12-18; 145:16-146:16); 
PX4091 (Cahan (Trader Joe’s) Dep. 99:23-100:19); PX4090 (Unkelbach (Dollar Tree) Dep. 82:25-83:9) with 
PX4083 (Knopf (Raley’s) Dep. 179:6-180:2); PX4088 (Stewart (Albertsons) Dep. 77:17-78:22); PX4068 (DeBoer 
(Albertsons) Dep. 125:15-126:12, 166:15-22). 
218 See, e.g., PX4080 (Albi (Kroger) Dep. 189:23-190:14); PX4045 (Marx (Kroger) Dep. 119:15-120:5). Compare, 
e.g., PX4083 (Knopf (Raley’s) Dep. 180:3-182:13) with PX4120 (Neal (Sprouts) Dep. 123:4-125:7). 
219 PX4071 (Yates (Ahold) Dep. 143:5-145:7, 146:14-24, 147:8-148:20). 
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significantly lower than traditional supermarkets’ pricing.220  As a result, {  

 

}221  

By contrast, retailers in the premium and natural channel, such as Whole Foods, are often priced 

higher than supermarkets.222  Kroger {  

 

}223  Dollar stores, as their name suggests, have 

consistently low price points throughout the store, and offer much smaller pack sizes that can be 

sold at such ultra-low prices.224  Finally, limited assortment retailers often target a lower price 

point than do supermarkets, which is possible because of their no-frills shopping experience (for 

instance, Aldi has no staffed service counters and requires customers to return their own 

shopping carts to recoup a refundable cart deposit) and because private label products 

predominate in limited assortment stores.225 

*** 

 Taken together, an analysis of the Brown Shoe factors shows key differences between 

supermarkets and other store formats and indicates shoppers do not view other store formats as 

reasonably interchangeable with supermarkets.  As in previous cases, witness testimony, 

ordinary course documents, and quantitative analysis—as shown in Dr. Hill’s analysis discussed 

below—all support that the “line of commerce” to assess the competitive effects of this 

 
220 PX4135 (Grisham (Sam's Club) Dep. 46:7-16). 
221 PX4135 (Grisham (Sam's Club) Dep. 46:7-16); PX5006 (Costco Decl.) ¶ 11. 
222 PX4058 (Garnes (Kroger) Dep. 92:24-93:8); see also PX4046 (Meyer (Kroger) Dep. 150:20-151:8); PX4026 
(Broderick (Albertsons) IH 122:9-12). 
223 PX4046 (Meyer (Kroger) Dep. 150:20-151:8); PX4026 (Broderick (Albertsons) IH 121:20-112:12). 
224 PX4116 (Snow (Dollar General) Dep. 94:18-95:1); PX4010 (Unkelbach (Dollar Tree) IH 23:6-13, 83:13-22). 
225 PX4136 (Sitter (Aldi) Dep. 37:13-38:8); see also PX4091 (Cahan (Trader Joe’s) Dep. 54:5-17); PX4140 (Perkins 
(Albertsons) Dep. 107:25-108:3, 109:9-25); PX12392 at 003. 
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acquisition is supermarkets. See California v. American Stores Co., 872 F.2d 837, 841 (9th Cir. 

1989); Indiana Grocery, Inc. v. Super Valu Stores, Inc., 864 F.2d 1409 (7th Cir. 1989) (assessing 

the impact of predatory price actions in the “supermarket” product market); Tops Mkt. v. Quality 

Mkts., 142 F.3d 90 (2d Cir. 1998) (stipulating to relevant product market “consist[ing] of the 

retail sale by ‘supermarkets’ of predominantly food items together with general household 

merchandise.”).      

ii. Local areas around respondents’ stores are relevant 
geographic markets 

  The next step in defining an antitrust market is to determine the geographic market.  “The 

relevant geographic market is the area of effective competition where buyers can turn for 

alternative sources of supply.”  St. Alphonsus, 778 F.3d at 784 (cleaned up).  According to 

Respondents’ own antitrust economic consultants, the distance customers must “physically” 

travel is important in defining a relevant market.226  Kroger’s CEO and Chairman testified that its 

customers shop {  

 

}227  Albertsons’ CEO similarly testified that different 

{

 

}228  Another Albertsons 

executive testified that {  

 
226 PX10007 (Compass Lexecon) at 004; see also id. at 003; Israel Rpt. ¶ 62. 
227 PX4024 (McMullen (Kroger) IH 12:2-13). 
228 PX4022 (Sankaran (Albertsons) IH 137:11-16, 68:10-14); see also PX4017, (Silva (Albertsons) IH 77:14-20, 
169:4-6); PX4069 (Humayun (Albertsons) Dep. 182:10-183:3); PX4031 (Van Helden (Stater Bros.) IH 40:25-41:3). 
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}”229   

  Ordinary course documents and expert analysis confirm that supermarket competition is 

local.  The majority of supermarkets’ sales tend to come from within a several-mile radius of 

their stores.230  As such, supermarkets focus on the competitors in close proximity to their 

existing or planned store locations when conducting competitive analyses or determining where 

to site their stores.231  To do this, supermarkets often assess a trade area—that is, the localized 

area surrounding a store from which that store draws the majority of its customers.232  

Respondents’ antitrust economist consultants agree that Kroger’s ordinary-course trade areas are 

“a useful tool for defining geographic markets in this matter and in assessing potential local 

competitive effects.”233  Consistent with these statements, Dr. Hill defined a candidate 

geographic market around each party store in the overlap areas based upon that store’s 75 

percent catchment area, the local area from which it draws most of its customers.234 

 

 

 
229 PX4055 (Larson (Albertsons) Dep. 93:4-20, 95:8-9). 
230 PX4032 (Knopf (Raley’s) IH 13:21-14:3); PX4031 (Van Helden (Stater Bros.) IH 60:25-61:13); see also PX7005 
(Hill Rpt.) ¶ 107 and Fig. 21. 
231 PX4031, (Van Helden (Stater Bros.) IH 60:20-61:19); PX2423 (Albertsons) at 005; PX1180 (Kroger) at 007; 
PX1291 (Kroger) at 003-05. 
232 PX4071 (Yates (Ahold) Dep. 159:25-160:14); PX1286 (Kroger); PX4080 (Albi (Kroger) Dep. 43:21-44:11, 
102:2-7); PX4025 (Clougher (Albertsons) IH 176:25-177:18); PX4110 (Van Helden (Stater Bros.) Dep. 102:25-
103:25). 
233 PX10007 (Compass Lexecon) at 002; see also PX1286 (Kroger) at 003. 
234 PX7005 (Hill Rpt.) ¶ 101. To define a candidate geographic market for a particular Kroger or Albertsons “focal” 
store, Dr. Hill used ordinary-course customer loyalty data to calculate that store’s 75 percent catchment area (that is, 
the geographic area from which the store pulls 75% of its sales) and then doubled it to ensure he was not excluding 
any customers for whom the store competes.  Id. ¶¶ 102-106. After accounting for variances in data, Dr. Hill found 
that the average 75% catchment area radii for Albertsons and Kroger stores in overlap areas were 5.6 miles and 4.6 
miles, respectively, although these store-specific catchment areas varied with local conditions such as population 
density.  Id. ¶¶ 109-111 and Fig. 23. 
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iii. Economic analysis confirms that supermarkets in local areas 
are antitrust markets 

  Courts have endorsed the Hypothetical Monopolist Test (“HMT”) as one tool plaintiffs 

can use to define an antitrust market.  See FTC v. Advocate Health Care Network, 841 F.3d 460, 

468-69 (7th Cir. 2016); see also Sysco, 113 F. Supp. 3d at 33; Merger Guidelines at § 4.3.  The 

HMT is a method that economists often use to determine which products and geographies are 

close enough substitutes to be included in a market.235  Put simply, the HMT asks whether a 

“monopolist of the specified products in the specified geography would raise prices, lower 

quality, or take other actions to make consumers worse off compared to current conditions.”236  

If, for example, a hypothetical monopolist of all supermarkets in  the local area around one of 

Respondents’ stores could impose a small but significant price increase without losing enough 

sales to make the price increase unprofitable, then that product and geographic market “passes” 

the HMT, meaning it is a properly defined antitrust market that does not exclude important 

competitive substitutes. 

Supermarkets in local areas easily satisfy the HMT.  To conduct the HMT in this case, 

the FTC’s expert Dr. Hill first identified “candidate markets” consisting of a party store and the 

surrounding area.  Dr. Hill then implemented the HMT by conducting a critical loss analysis, a 

common tool in market definition.  Critical loss analysis asks whether a hypothetical monopolist 

that raised prices would lose so many customers to stores outside the candidate market (either 

product or geographic) that the price increase would become unprofitable.  If customer 

substitution outside of the candidate market is small enough that the price increase would be 

profitable for the hypothetical monopolist, then the candidate market “passes” the HMT, 

 
235 Merger Guidelines § 4.3. 
236 PX7005 (Hill Rpt.) ¶ 65; see also Merger Guidelines at § 4.3. 
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meaning it is a properly defined antitrust market.  Relying on (i) sales data provided by 

Albertsons, Kroger, and third parties, (ii) party loyalty data, and (iii) Census data, Dr. Hill found 

that 2,062 supermarket candidate markets pass the HMT, and thus are properly defined antitrust 

markets.237 

iv. The acquisition presumptively increases concentration in the 
relevant supermarket local areas 

  Having defined a relevant product and geographic market, the next step is to determine 

whether the proposed acquisition would increase market concentration to a presumptively 

unlawful level.  St. Alphonsus, 778 F.3d at 785.  A prima facie case can be established by 

showing that the combined firm will have a high market share.  Id.  Courts typically look at the 

HHIs when calculating market concentration.  ProMedica Health Sys., Inc. v. FTC, 749 F.3d 

559, 568 (6th Cir. 2014).  The HHI for a market is calculated by taking “the sum of the squares 

of the market shares.”  Merger Guidelines at § 2.1.  The HHI is small when there are many small 

firms in the market and grows larger the more concentrated the market becomes.  Merger 

Guidelines at § 2.1.  Markets with an HHI greater than 1,800 are considered “highly 

concentrated.” Merger Guidelines at § 2.1. 

  The Merger Guidelines explain that an acquisition is presumptively unlawful when the 

increase in HHI from the merger is greater than 100 and results in either (a) a post-merger 

market share greater than 30% or (b) a post-merger HHI exceeding 1,800.  Merger Guidelines at 

§ 2.1; Phila. Nat’l Bank, 374 U.S. at 364.  These presumption thresholds, which mirror those in 

the 1992 Merger Guidelines, have previously been adopted and endorsed by numerous courts. 

See, e.g., Heinz, 246 F.3d at 716; Chi. Bridge & Iron, 534 F.3d at 431 (“Where the post-merger 

HHI exceeds 1,800, and the merger produces an increase in the HHI of more than 100 points, the 

 
237 PX7005 (Hill Rpt.) ¶ 141 and Fig. 29. 
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merger guidelines create a presumption of adverse competitive consequences.”); IQVIA, 2024 

WL 81232, at *33 (discussing market share presumption).   

Here, Dr. Hill found that 1,928 supermarket markets meet the presumption under the 

Merger Guidelines.238  Importantly, the presumptively illegal nature of Respondents’ proposed 

acquisition is not sensitive to the supermarket product market.  Dr. Hill also defined and 

calculated market shares for a second broader, and more conservative, product market—“large 

format stores”—which includes the sale of food and groceries in traditional supermarkets and 

supercenters as well as in club stores, natural and gourmet food stores, and limited assortment 

stores.239  The large format store market is conservative in Respondents’ favor because it 

includes a much broader range of store formats that—as discussed supra—may not be 

reasonable substitutes for supermarkets.  Yet even using this more conservative assumption, Dr. 

Hill found that the acquisition is presumptively unlawful in 1,785 large format store markets 

under the Merger Guidelines thresholds.240  In other words, even if Respondents are right that the 

appropriate product market here must include all large format stores, Dr. Hill’s analysis shows 

the merger is still presumptively illegal in many hundreds, if not thousands, of markets.  Notably, 

a finding of harm in any one of these markets would be sufficient for Complaint Counsel to meet 

its prima facie burden.  Anthem, 236 F. Supp. 3d at 254 (“The Court concludes that the merger is 

likely to lessen competition substantially in Richmond, Virginia at least, and it does not reach 

any of the other markets.”). 

 
238 PX7005 (Hill Rpt.) ¶ 351 and Fig. 78.  Under the prior 2010 Horizontal Merger Guidelines, a merger was 
presumed to be anticompetitive if it increased HHI by 200 and resulted in a post-merger HHI above 2,500.  U.S. 
Dep’t of Justice & Fed. Trade Com’n, 2010 Horizontal Merger Guidelines at §5.3 (2010). Dr. Hill also assessed 
market concentration under the 2010 Horizonal Merger Guidelines and found that 1,574 supermarket markets satisfy 
the structural presumption under that standard. PX7007 (Hill Reply Rpt.) at Fig. 43. 
239 The large format store market includes the sale of food and groceries in traditional supermarkets, supercenters, 
club stores, natural and gourmet food stores, and limited assortment stores.  PX7005 (Hill Rpt.) at ¶ 67.   
240 PX7007 (Hill Reply Rpt.) at Fig. 10.  Dr. Hill also found that the proposed acquisition is presumptively unlawful 
in 911 large format store markets under the 2010 Merger Guidelines thresholds.  Id. 
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B. This Acquisition Increases Concentration in the Market for Union 
Grocery Labor in CBA Areas  

  The unions explain the real-world impact that competition between Kroger and 

Albertsons has on their ability to secure wage increases, favorable working conditions, and better 

benefits for their members.  See supra Section I.D.  The elimination of this competition will hurt 

unions’ ability to bargain for union grocery workers, illustrating that “union grocery workers” is 

a line of commerce impacted by this merger.  A market need not be defined with the “precision 

of a NASA scientist.”  Sysco, 113 F. Supp. 3d at 54.  Instead, the defined market must be 

consistent with “business realities.”  FTC v. Tronox, Ltd., 332 F. Supp. 3d 187, 212 (D.D.C. 

2018).  An analysis of the Brown Shoe factors and the market realities support a finding that 

union grocery labor in CBA areas is a relevant antitrust market. 

i. Union grocery labor is a relevant labor market 

  Union grocery labor is a relevant labor market, because—from the perspective of union 

grocery workers and their unions—union grocery employers are not reasonably interchangeable 

with non-union or non-grocery employers.  See Brown Shoe, 370 U.S. at 325; FTC v. Warner 

Comm’ns Inc., 742 F.2d  1156, 1163 (9th Cir. 1984) (a relevant market “is determined by 

examining the reasonable interchangeability” of it “and substitutes”).  Specifically, an analysis of 

the Brown Shoe practical indicia shows that union grocery labor has “peculiar uses,” “industry 

recognition,” and “distinct pricing.”  Brown Shoe, 370 U.S. at 325.  For union grocery workers, 

grocery work at union employers has unique benefits that cannot be found elsewhere.  Many 

union grocery workers—particularly those for whom benefits have accrued—would not switch 

to a non-union employer, because they would lose the valuable union benefits and job 

protections that have been negotiated in their CBA.241  Union grocery workers value the 

 
241 See PX4014 (Dosenbach (Albertsons) IH 135:1-20); PX4015 (McPherson (Kroger) IH 139:8-140:16). 
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healthcare and pension benefits and other job protections provided by the CBAs, including paid 

vacation time and sick leave, overtime pay, safer working conditions, more prescribed schedules, 

guaranteed hours, and better protections against discriminatory practices.242  For this reason, 

turnover for union grocery workers decreases significantly after workers accrue these benefits.243  

When a union grocery worker leaves their union job for a non-union employer, they lose all 

these bargained-for advantages.244  Respondents recognize the distinctions between union and 

non-union grocery jobs, as shown through {  

}245 

  Union jobs in other industries are also poor substitutes for union grocery jobs.  First, 

union grocery workers tend to be more highly compensated than union jobs outside the grocery 

industry.  Other unionized industries, such as the retail, healthcare, or restaurant sectors, do not 

offer comparable wages or benefits, so from a worker’s perspective, they are unlikely to be close 

substitutes for grocery jobs.246  Second, many roles in a grocery store require different skills and 

experiences than other jobs outside the grocery industry.  For example, meatcutters employed in 

a Kroger or Albertsons store require a multi-year apprenticeship with training programs covering 

topics such as knife and equipment skills, food safety and handling, customer service, and 

preparing specialty cuts of meat.247  By contrast, working at a meatpacking plant, for instance, is 

a very different work environment, requires different skills, and often pays less.248  As a result, 

 
242 PX5010 (UFCW Local 324 Decl.) ¶¶ 2-3; PX5014 (UFCW Local 3000 Decl.) ¶¶ 2-3. 
243 PX4014 (Dosenbach (Albertsons) IH 82:3-22, 83:2-21); PX4015 (McPherson (Kroger) IH 67:14-24); PX5010 
(UFCW Local 324 Decl.) ¶ 3; PX5014 (UFCW Local 3000 Decl.) ¶ 3; PX5011 (UFCW Local 7 Decl.) ¶ 5. 
244 PX4015 (McPherson (Kroger) IH 93:24-95:8); PX5010 (UFCW Local 324 Decl.) ¶ 3; PX5014 (UFCW Local 
3000 Decl.) ¶ 3; PX5011 (UFCW Local 7 Decl.) ¶ 5. 
245 PX4015 (McPherson (Kroger) IH 87:17-23, 89:24-90:21); PX4014 (Dosenbach (Albertsons) IH 43:1-17). 
246 PX5014 (UFCW Local 3000 Decl.) ¶¶ 3, 6. 
247 PX5010 (UFCW Local 324 Decl.) ¶ 5; PX5014 (UFCW Local 3000 Decl.) ¶ 6; PX5011 (UFCW Local 7 Decl.) ¶ 
8; PX4014 (Dosenbach (Albertsons) IH 60:5-15, 61:2-62:17); PX4015 (McPherson (Kroger) IH 46:18-47:4). 
248 PX5010 (UFCW Local 324 Decl.) ¶ 5; PX5014 (UFCW Local 3000 Decl.) ¶ 6; PX5011 (UFCW Local 7 Decl.) ¶ 
8. 
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many grocery workers would not be able to easily substitute to another job outside of a grocery 

store without a different skillset and experience in another industry.  That employment in 

alternative industries may be acceptable to some workers in some circumstances does not render 

the importance of union grocery worker preferences irrelevant.  See Todd v. Exxon Corp., 275 

F.3d 191, 204 (2d Cir. 2001) (finding a plausible antitrust labor market for certain employees in 

the oil and petrochemical industry notwithstanding the possibility of constraints imposed by 

available employment in alternative industries).  This is particularly true in the context of the 

harm alleged here—a reduced ability to negotiate as a collective bargaining unit.  In the event of 

a strike, it is not just one or two workers who will need to find another job or more hours—it is 

the entire unionized workforce.  

ii. CBA areas are relevant geographic markets 

  Each CBA covers a defined geographic area.249  The negotiated wages, benefits, and 

working conditions cover all the union grocery workers at stores within the defined area of the 

CBA.  Any changes in wages or benefits during negotiations will impact all union workers at 

stores covered by the CBA.250  Respondents recognize that {  

}251  

{  

}252  Thus, the 

geographic areas covered by each CBA are relevant geographic markets illuminating the 

 
249 See, e.g., PX4074 (Zinder (UFCW Local 324) Dep. 186:19-21); PX4134 (Frazier (UFCW Local 1564) Dep. 
15:23-16:6); PX1381 (Kroger); PX2252 (Albertsons) at 084-085 (describing geographic scope of CBA around 
Southern California); PX2257 (Albertsons) at 006 (describing geographic scope of CBA around Spokane, 
Washington). 
250 PX4112 (Cordova (UFCW Local 7) Dep. 189:2-191:9); see also PX4074 (Zinder (UFCW Local 324) Dep. 
185:25-186:21). 
251 PX2148 (Albertsons) at 004; PX12686 (Albertsons) at 003. 
252  PX2148 (Albertsons) at 004; PX12686 (Albertsons) at 003. 
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competitive effects of this proposed acquisition. See Merger Guidelines § 4.3.D.8 (“geographic 

market definition may involve assessing whether workers may be targeted for less favorable 

wages or other terms of employment according to factors such as . . . work locations”). 

iii. This acquisition is presumptively unlawful because it 
significantly increases  concentration for union grocery labor 
in many CBA areas 

  The acquisition would create a dominant employer of union grocery workers in many 

geographic areas where Respondents compete for workers and negotiate with unions.  Dr. Hill 

calculated market shares in four states where Respondents have overlapping CBA areas: Oregon, 

Washington, California, and Colorado.  These calculations show that Respondents’ combined 

market shares, market concentration, and increases in concentration easily surpass the levels that 

create a presumption of illegality.  In overlapping Colorado CBA areas, there are no other union 

grocery employers at all, making the acquisition a merger-to-monopoly.253  In Southern 

California, Dr. Hill calculates a combined worker share of nearly 75%.254  In the overlapping 

CBA areas of UFCW Local 555, covering parts of Oregon and Washington, Dr. Hill shows that 

the merged firm would employ over 70% of union grocery workers.255  And in each of the 

overlapping CBA areas of UFCW Local 3000 in Washington, Dr. Hill finds that the acquisition 

would give Respondents a combined worker share of more than 75%.256  No court has allowed 

an acquisition to proceed with market shares of this magnitude. 

*** 

  Complaint Counsel carries its prima facie burden both by showing the acquisition will 

eliminate significant head-to-head competition between Kroger and Albertsons (see supra 

 
253 PX7005 (Hill Rpt.) at Fig. 59. 
254 PX7005 (Hill Rpt.) at Fig. 60. 
255 PX7005 (Hill Rpt.) at Fig. 61. 
256 PX7005 (Hill Rpt.) at Fig. 62. 
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Section I) and by meeting the structural presumption under both the 2010 Horizontal Merger 

Guidelines and the 2023 Horizontal Merger Guidelines. 

III. DIVESTITURE WILL NOT PREVENT A SUBSTANTIAL LESSENING OF 
COMPETITION  
 

Recognizing that the proposed acquisition would be unlawful, Respondents propose a 

“fix” via a $2.9 billion divestiture of 579 stores to C&S.  As recently as 2021, C&S—a grocery 

wholesaler—had virtually no retail grocery business and stated in its financial reports that {  

 

}257  Through the proposed divestiture, C&S would grow its retail 

footprint nearly 18-fold overnight. 

Divesting individual assets to a grocery wholesaler with limited experience operating 

retail supermarkets fails to mitigate the anticompetitive effects of the proposed acquisition.  A 

respondent attempting to rebut the FTC’s prima facie case by proposing a divestiture bears the 

burden of establishing that the divestiture would “sufficiently mitigate the merger’s effect such 

that it [i]s no longer likely to substantially lessen competition.”  Illumina, 88 F.4th at 1059 

(emphasis in original); see also Sysco, 113 F. Supp. 3d at 72 (holding divestiture must “restore 

competition” and “replac[e] the competitive intensity lost as a result of the merger”) (internal 

quotation marks omitted).  To satisfy that burden, a respondent must show that the effect of the 

proposed divestiture will occur reasonably promptly.  See id. at 73-74 (rejecting proposed 

divestiture projected to be uncompetitive for at least five years).   

Respondents cannot satisfy their burden.  Their proposed divestiture does not even 

attempt to remedy the loss to competition in hundreds of markets that serve millions of 

 
257 PX3077 (C&S) at 036-037; see also PX3948 (C&S) at 011 (C&S’s 2023 Annual Report states that “[f]rom time 
to time, we may acquire retail store locations in connection with strategic transactions to maintain or expand our 
grocery wholesaling and distribution business.”). 
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consumers, which is sufficient alone to doom Respondents’ divestiture defense.  In other 

markets, C&S will be acquiring a Frankenstein’s monster of former Kroger and Albertsons stores 

that will be dependent on Respondents for critical products and services for years and will 

require C&S to invest { }—on top of the purchase price—to succeed.  

Indeed, C&S’s own financial model projects {  

}258  In short, there 

are major execution risks associated with Respondents’ proposed divestiture, and the American 

public would bear the costs of any failure. 

A. The Divestiture Fails to Mitigate a Substantial Lessening of Competition for 
Retail Supermarkets  

The proposed divestiture will be unable to mitigate the anticompetitive effects of the 

acquisition for four fundamental reasons.  First, it fails to address hundreds of markets where the 

acquisition will harm consumers and workers.  Second, C&S is a wholesaler with limited (and 

unsuccessful) retail grocery experience and will face multiple significant obstacles to becoming a 

successful competitor. Third, both the size of this expansion as well as C&S’s past failures in 

other acquisitions show success here is unlikely.  Finally, C&S is not receiving from 

Respondents the assets it needs to restore the lost competition.  

i. The Divestiture Leaves Hundreds of Local Markets 
Unremedied 

The proposed divestiture fails at the outset because it ignores hundreds of affected 

markets that serve millions of consumers.  Even assuming a perfectly successful divestiture,259  

Dr. Hill identifies more than 1,000 supermarket markets (totaling $37 billion in sales) in which 

 
258 PX 3602 (C&S) at tab “Model;” PX4072 (Florenz (C&S) Dep. 28:19-24, 41:19-25, 49:12-20). 
259 That is, assuming that each and every store divested to C&S not only remains open, but also (contrary to C&S’s 
projections) maintains its pre-divestiture sales levels. 
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the acquisition is presumptively unlawful.260  See Merger Guidelines § 2.1; see also Phila. Nat’l 

Bank, 374 U.S. at 364.  By failing to address more than a thousand markets affected by the 

acquisition, Respondents cannot satisfy their burden of showing that the remedy “sufficiently 

mitigate[s] the merger’s effect such that it [i]s no longer likely to substantially lessen 

competition.”  Illumina, 88 F.4th at 1059. 

Moreover, even if Respondents’ flawed arguments about the supermarket market 

definition are correct—and the relevant product market includes traditional supermarkets, 

supercenters, club stores, natural and gourmet food stores, and limited assortment stores—the 

proposed acquisition is still presumptively illegal in 550 large format store markets (totaling $23 

billion in sales).261  A finding of anticompetitive harm in just one market “provides an 

independent basis for the injunction, even absent a finding of anticompetitive harm in [another 

relevant] market.”  United States v. Anthem, Inc., 855 F.3d at 345, 368 (D.C. Cir. 2017); see also 

Illumina, 88 F.4th at 1059; Sysco, 113 F. Supp. 3d at 72; Whole Foods, 548 F.3d at 1041 (FTC 

showed a likelihood of success in 18 markets).  Because the divestiture, even if successful, fails 

to mitigate competitive harm in many hundreds of markets throughout the country—much less 

just one—it fails at this critical first step, and must be rejected on this basis alone. 

ii. C&S Cannot Match the Divested Assets’ Current Performance 

The divestiture proposal is also rife with execution risks.  Unlike a divestiture of an entire 

existing business—which would be more likely to preserve competition because the purchaser 

will have everything it needs to compete, see United States v. Aetna, Inc., 240 F. Supp. 3d 1, 60 

(D.D.C. 2017)—the proposed divestiture to C&S is a random assortment of stores that lack 

 
260 PX7007 (Hill Rebuttal Rpt.) at Appendix E, Figs. 43-44. 
261 PX7007 (Hill Rebuttal Rpt.) at Figs. 10-11.  Moreover, in 334 supermarket markets and 234 large format store 
markets, Dr. Hill found that the acquisition not only is presumptively unlawful, but also is likely to substantially 
reduce competition based on CMCR analysis.  Id. at Figs. 13 and 46. 
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substantial components of a successful retail grocery business. To operate these disparate assets, 

C&S must obtain the resources and support it needs at significant expense over several years,262 

and therefore is more likely to fail to result in an effective competitor.  See id. (“[D]ivestiture of 

some lesser set of assets might be appropriate when the purchaser already has, or could easily 

attain, the other capabilities needed to compete effectively.”) (citation omitted) (emphasis 

added).  

As this Court has already recognized, the composition of the divestiture was determined 

by antitrust lawyers as a matter of litigation strategy.263  The 413 stores included in the initial 

divestiture agreement executed on September 8, 2023, were selected {  

}264  The composition of the current proposed divestiture was similarly steered by 

counsel based on litigation, not business, considerations.265 

Critically, the proposed divestiture does not include any entire existing divisions of either 

Kroger or Albertsons, nor all the corporate shared services and distribution centers currently 

supporting the included stores.266  Instead, the stores come from multiple divisions of both 

Kroger and Albertsons,267 currently bear 16 different banners (with different store formats and 

product assortments),268 and are not all {  

}269  In addition, C&S does not have, and will not receive, assets sufficient to operate 

a successful modern grocery chain, including:  

 
262 PX7003 (Fox Rpt.) ¶¶ 25-32. 
263 Order Denying Renewed Mot. to Compel (June 11, 2024). 
264 PX4030 (Winn (C&S) IH 278:4-6); PX4029 (Millerchip (Kroger) IH at 38:3-39:6, 41:18-42:7). 
265 Respondent’s Opp, to Renewed Mot. to Compel (June 5, 2024) at 2; Order Denying Renewed Mot. to Compel 
(June 11, 2024) at 4-5; PX4060 (Winn (C&S) Dep. 215:25-216:14). 
266 PX4060 (Winn (C&S) Dep. 165:24-167:5, 168:15-168:24); PX4050 (McGowan (C&S) Dep. 84:9-17, 105:5-
108:4). 
267 PX7005 (Hill Rpt.) ¶¶ 221-223; PX1641 (Kroger). 
268 PX1641 (Kroger); PX7005 (Hill Rpt.) ¶¶ 221-23. 
269 PX7003 (Fox Rpt.) Fig. 35. 
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with strong brand equity and popular private label brands are essential elements of a successful 

retail grocery operation.279  The stores in the divestiture package use 16 different banners,280 but 

almost half will have to be rebannered to one of six acquired or licensed brands, most of which 

are { }281  For example, C&S 

is acquiring the rights to the QFC banner in Oregon, where there are currently only four QFCs.282  

In total, C&S is acquiring 129 stores that will have to change {  

}283  Not only will rebannering 

require { }284 but {  

 

}285   

The patchwork of private label assets is another barrier to success for the proposed 

divestiture.  In Sysco, the court rejected a proposed divestiture remedy in part because the buyer 

had one-third as many private label products as the target company, which the court recognized 

as “a competitive disadvantage.”  Sysco, 113 F. Supp. 3d at 76.  Similarly, Albertsons’ and 

Kroger’s banners derive brand equity from their respective private label offerings, including 

{  

}286  Even though C&S {  

}287 the divestiture package only includes {  

 
279 PX7003 (Fox Rpt.) ¶¶ 75-76, 79; DX2497 (Kleinberger Rpt.) ¶¶ 65-66, Fig. 14. 
280 PX1641 (Kroger); PX7005 (Hill Rpt.) ¶¶ 221-23. 
281 PX4072 (Florenz (C&S) Dep. 233:10-234:6, 243:14-244:2, 245:22-246:22); PX7003 (Fox Rpt.) Fig. 14; PX4060 
(Winn (C&S) Dep. 91:16-94:11).  
282 PX4072 (Florenz (C&S) Dep. 227:1-15).  
283 PX7003 (Fox Rpt.) ¶ 63, Fig. 14. 
284 PX7003 (Fox Rpt.) ¶¶ 51-54. 
285 PX3381 at tab “Total Detail Working Tab,” columns BS-BU; PX3636 (Bain) at tab “Survey response summary;” 
PX4093 (van der Veen (Bain) Dep. 64:17-24; 70:10-15). 
286 PX7003 (Fox Rpt.) ¶¶ 76-77, 83, 85, 100-01, Figs. 17-18, 20; PX4081 (McMullen (Kroger) Dep. 124:6-126:3).  
287 PX3068 (C&S) at 003. 
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}288  C&S will struggle to compete with 

Respondents with a far more limited private label offering.  Moreover, C&S’s own private label 

line {  

}289   

C&S acknowledges that {  

} but its deal model { }290  

This assumption is contradicted by {  

}291  Moreover, 

C&S’s deal model {  

} another sign of reduced competitiveness.292  

  Finally, C&S’s own deal model shows {  

 

}293  As discussed in detail in the expert reports of Drs. Hill, Fox, and Yeater, C&S’s deal 

model is {  

}294  But C&S does project {  

 

}295  A number of these costs—

 
288 PX7003 (Fox Rpt.) Fig. 23; PX3106 (C&S) at 007; PX4030 (Winn (C&S) IH 37:15-38:25). 
289 PX4050 (McGowan (C&S) Dep. 58:25-60:4, 120:8-19, 129:3-131:20); PX6262 (C&S); PX3449 (C&S) at 003; 
PX3069 (C&S) at 054; PX4060 (Winn (C&S) Dep. 294:23-296:9); PX3310 (C&S) at 001; PX7003 (Fox Rpt.) at 
072, Fig. 22. 
290 PX3602 (C&S) at tab “PL”; PX7009 (Fox Rebuttal Rpt.) ¶ 55; PX4030 (Winn (C&S) IH 39:15-22). 
291 PX7009 (Fox Rebuttal Rpt.) ¶ 55; PX7003 (Fox Rpt.) ¶ 57; PX4072 (Florenz (C&S) Dep. 125:15-126:9); 
PX3259 (C&S) at tab “Survey response summary.” 
292 PX3553 (C&S) at 019. 
293 PX3602 (C&S) at tab “Assumptions and CF Impacts”; PX4072 (Florenz (C&S) Dep. 89:2-8). 
294 PX7003 (Fox Rpt.) ¶¶ 51-57; PX7005 (Hill Rpt.); PX7012 (Yeater Rebuttal Rpt.) ¶ 152; PX7007 (Hill Rebuttal 
Rpt.) ¶ 141; PX7009 (Fox Rebuttal Rpt.) ¶¶ 22-25. 
295 PX3553 (C&S) at 019-020. 
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{  

}296  This increase in costs compared to Kroger’s and Albertsons’ pre-

acquisition costs “would, in the end, potentially have the same anti-competitive effect that the 

initial merger agreement would have had on the market.”  FTC v. Libbey, Inc., 211 F. Supp. 2d 

34, 55 (D.D.C. 2002).  C&S will not be able to replace this loss of substantial competitive 

intensity due to the acquisition for many years, if at all—another basis to reject the divestiture. 

iii. C&S faces significant execution risks because it lacks the 
experience necessary to operate the divested stores  

C&S—a wholesaler with limited supermarket operating experience—is a poor choice for 

a divestiture buyer, increasing the likelihood that the divested stores will flounder or fail.  C&S 

operated only 23 Piggly-Wiggly and Grand Union retail supermarkets and only one retail 

pharmacy as of fiscal year 2023, most of which C&S acquired in 2021 and 2022.297  As recently 

as 2021, C&S expressly stated in its financial reports, {  

 

}298   

The proposed divestiture would exponentially expand C&S’s retail footprint as well as 

add complicated business lines that it has no experience operating.  Acquiring the divested stores 

would increase C&S’s owned retail stores by approximately 2,500% and its retail employees by 

{ }299 all in states where C&S does not currently have retail stores.300  As Mr. Winn 

testified, C&S’s retail stores today {  

 
296 PX3602 (C&S) at “Assumptions and CF Impacts” tab. 
297 PX7003 (Fox Rept.) ¶ 11. 
298 PX3077 (C&S) at 036-037. 
299 PX1641 (Kroger); PX11326 (Kroger); PX11327 (Kroger); PX12692 (Albertsons) at tab “Sheet1”; PX3338 
(C&S) at 002. 
300 PX1641 (Kroger). 
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}301  Expansion of 

this magnitude carries an inherent risk of failure as the company will need to learn how to scale 

up quickly across a wide range of unfamiliar geographies in a customer-facing business.  C&S’s 

lack of experience is doubtlessly why C&S requested {  

}302 

C&S’s lack of retail grocery experience is only half the story.  C&S would also receive 

147 fuel centers and 492 pharmacies, neither of which it has experience operating at scale.303  To 

make matters worse, C&S is { } for these complicated 

and highly-regulated operations.304  C&S’s deal model {  

 

}305  Given {  

} these assumptions are unfounded.306 

C&S previously tried and failed to operate other supermarkets successfully, at a much 

smaller scale than this vast and complex transaction.  The reasons for C&S’s past failures include 

{  

}307  Each of 

those concerns are present, if not compounded, here.  Specifically, C&S acquired over 370 retail 

grocery stores between 2001 and 2012.308  By November 2012, it was operating only three retail 

 
301 PX4030 (Winn (C&S) IH 48:9-49:13); see also PX3338 (C&S) at 030, 033-034, 036. 
302 PX1272 (Kroger). 
303 PX7003 (Fox Rpt.) ¶ 195; PX4030 (Winn (C&S) IH 186:8-12).  
304 PX1654 (Kroger) at 308-309; PX3069 (C&S) at 062, 073. 
305 PX3602 (C&S) at tab “Model,” rows 5-6. 
306 PX4030 (Winn (C&S) IH 186:8-12); PX4059 (Sankaran (Albertsons) Dep. 67:17-68:10). 
307 DX2304 (C&S) at 9. 
308 See generally PX7003 (Fox Rpt.) ¶¶ 13-18, Figs. 4 & 5; PX3128 (C&S). 
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and Albertsons reacquired stores from those buyers.317   

In 2021, C&S purchased 12 Tops stores divested in connection with the Price Chopper / 

Tops merger evaluated by the FTC.318  The stores are all located in rural parts of the Northeast, 

where {  

}319  C&S rebannered them {  

}320  But due to its inexperience and lack of capability as a retailer, C&S {  

 

 

}321  The future of these 12 stores divested to C&S looks bleak.  C&S’s Mark McGowan, a 

former President of Stop & Shop hired to lead C&S’s retail operations,322 testified that {  

 

}323  As of March 2024, total year-to-date sales at 

the 12 divested stores were {  

}324  

C&S’s past operation of supermarkets has shown that its “experience” as a grocery 

wholesaler “will not transfer so as to enable it to be a successful competitor” in supermarket 

operations.  Aetna, 240 F. Supp. 3d at 73.  If C&S cannot maintain the performance of twelve 

stores from a single regional chain, it has no business undertaking the vastly more complex 

 
317 PX5016 (Smith (AWG) Decl.) ¶¶ 3-4, 7-20; PX2777 (Albertsons); PX6010 (FTC); PX2446 (Albertsons) at 005; 
PX6004, Albertsons’ United Div. Acquires 7 Lawrence Bros. Stores, Progressive Grocer (Mar. 13, 2016); PX6002, 
Closing Wichita Falls grocery store has warrant filed for owed taxes, Times Record News (Jan. 7, 2019). 
318 PX3069 (C&S) at 009. 
319 DX2304 (C&S) at 5, 8, 10-12. 
320 DX2304 (C&S) at 011; PX6347, C&S Wholesale paves the way for Grand Union redux, Supermarket News 
(Nov. 9, 2021). 
321 PX7005 (Hill Rpt.) ¶ 225, Fig. 56. 
322 DX2304 (C&S) at 014. 
323 PX4050 (McGowan (C&S) Dep. 3435:7:25-36:2, 66:25-67:5-7, 751875:22-25). 
324 PX3421 (C&S) at tab “GU Retail P&L v Plan (Stores).” 
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proposed divestiture of 579 stores scattered around the country. 

iv. C&S’s Low Purchase Price Does Not Incentivize Competitive 
Operation  

The divestiture purchase price is indisputably extremely low compared to the revenues 

and profit Kroger and Albertsons currently earn from these assets.325  As a result, C&S will 

generate significant profits even if it cannot operate the 579 divested stores as well as its (overly 

optimistic) model projects.  The fact that C&S will generate a profit even if it were to fail 

underscores why the proposed divestiture will not mitigate the anticompetitive effects of the 

acquisition. 

The numbers tell a clear story.  SoftBank, which will invest in C&S to fund part of the 

divestiture purchase price, modeled { } 

even if C&S generated {  

 

}326  Moreover, Kroger’s own model shows that {  

}327  And Mr. Galante, 

Respondents’ expert, opines that {  

 

 

}328  Collectively, all of the financial projections show that {  

 

}329  As a result, C&S will not have the same incentive to 

 
325 See PX3775 (SoftBank) at 002; PX4101 (Davison (SoftBank) Dep. 50:17-21). 
326 PX3776 (SoftBank) at 018; PX4101 (Davison (SoftBank) Dep. 61:18-62:2).  
327 PX4029 (Millerchip (Kroger) IH 065-066, 069). 
328 DX2495 (Galante Rpt.) at 031-032.  
329 See  PX3776 (SoftBank) at 018; PX4101 (Davison (SoftBank) Dep. 61:18-62:2). 
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compete as a buyer whose investment hinged on the success of its retail operation.  As one court 

explained: 

The low purchase price thus further supports the conclusion that [the buyer] has serious 
doubts about its own ability to manage all the divestiture [assets] but is willing to try 
given the low risk to the company reflected in the bargain price. That does not give the 
Court confidence in [the buyer]’s ability to effectively replace the competition lost by the 
merger. 

Aetna, 240 F. Supp. 3d at 72; cf. In re Chi. Bridge & Iron Co., 138 F.T.C. 1024, 1071 (2005). 

B. The Divestiture Fails to Mitigate a Substantial Lessening of Competition  
in the Labor Markets  

The proposed divestiture should be rejected for yet another reason: it fails to mitigate the 

loss of competition in the market for union grocery labor.   

First, even if the divestiture to C&S were successful, C&S would be too small for unions 

to credibly leverage against a combined Kroger and Albertsons.  To date, {  

 

}330  Even if they do, C&S will not have the same 

role in labor negotiations as Albertsons.  Unions {  

 

}331  In 

Washington, Oregon, and Southern California, post-divestiture C&S will be significantly smaller 

than either Kroger or Albertsons is today.332  In those areas, rather than being a credible 

competing union employer whose actions could constrain Kroger, {  

}333 

 
330 PX4060 (Winn (C&S) Dep. 128:5-25). 
331 PX5019 (UFCW Local 400 Decl.) ¶ 7; PX5010 (UFCW Local 324 Decl.) ¶ 11. 
332 PX7005 (Hill Rpt.) ¶ 276, Fig. 65. 
333 See PX5014 (UFCW Local 3000 Decl.) ¶¶ 17-20.  
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Second, entanglements will short-circuit the ability for unions to leverage C&S against 

Respondents.  Today, Kroger and Albertsons {  

}334  See supra Section 

I.D.  For the first year after the divestiture, however, Kroger will have substantial influence over 

C&S’s labor strategy because {  

}335  Even after { } end, C&S’s dependency 

on Kroger { } will make it susceptible to pressure 

from Kroger to coordinate negotiating strategy—pressure that an independent Albertsons does 

not face today. 

C. The Proposed Divestiture Will Not Timely Replicate Competitive Intensity  

To meet their burden, Respondents must show that their proposed divestiture will 

mitigate the loss of competition in a reasonably timely manner.  Sysco, 113 F. Supp. 3d at 73-74 

(rejecting proposed divestiture projected to be ineffective for at least five years post-merger).  

Here, even assuming that this divestiture is capable of recreating the competitive intensity of 

Kroger and Albertsons (which it is not), it certainly will not do so in a timely manner due to the 

uncertainty surrounding the divestiture and C&S’s years-long entanglements with Kroger.   

i. The proposed divestiture is uncertain to occur at all and, even 
if does, may result an even further reduction in competitive 
intensity 

The proposed divestiture is subject to post-closing contingencies that threaten C&S’s 

success.  First, {  

}336  While Respondents 

 
334 PX5010 (UFCW Local 324 Decl.) ¶ 14; PX5011 (UFCW Local 7 Decl.) ¶ 9; PX4042 (Dosenbach (Albertsons) 
Dep. 139:15-21); PX4015 (McPherson (Kroger) IH 231:19–232:1). 
335 PX1654B (Kroger) at 071-074, 199-201. 
336 PX11257 (Kroger) at 129. 
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are { }, they 

cannot force landlords to consent to 1918 Winter Street Partners LLC, the special-purpose 

vehicle C&S has created for the acquisition, taking over the leases.337  If consent is not obtained, 

Respondents are required {  

}338 

Second, C&S may close or sell many of the divested stores in the near term due to their 

poor financial performance.  Mr. Galante, Respondents’ expert, calculates that {  

}339 and C&S predicts {  

}340  By definition, any stores that C&S 

closes or sells will fail to mitigate the anticompetitive effects of the merger in their markets.  

Although Respondents tout C&S’s purported commitment not to close stores or lay off frontline 

staff,341 this commitment is {  

}342  Tellingly, C&S’s then-CEO, Bob Palmer asked, {  

 

}343 

As C&S’s financial reports state, {  

 

}344  This strategy {  

 
337 PX1654 (Kroger) at 054-055; PX4115 (Cohen (C&S) Dep. 58:5-9). 
338 PX1654 (Kroger) at 054-055. 
339 DX2495 (Galante Rpt.) ¶ 80, Fig. 11. 
340 PX4072 (Florenz (C&S) Dep. 35:5-36:1). 
341 PX6287 (Kroger) at 002. 
342 PX4030 (Winn (C&S) IH at 279:5-280:3, 281:17-282:23); PX4072 (Florenz (C&S) Dep. 259:9-19, 265:19-
266:9). 
343 PX3115 (C&S) at 001. 
344 PX3128 (C&S); PX4061 (Winn (C&S) Dep. 357:2-379:25). 
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}345  If C&S repeats this strategy, its retail supermarket presence 

will be smaller in many local markets around the country, further undermining its ability to 

compete effectively with the merged company.346 

 Third, C&S plans {  

 

}347 but it is unlikely to be fully staffed on the closing date.  At the corporate level, 

only one senior executive, Albertsons COO Susan Morris, {  

}348 and Kroger {  

}349  To date, {  

}350  Kroger can {  

 

}351  In short, C&S will need 

thousands of new employees, but it is unclear where they will come from. 

 C&S faces additional obstacles convincing unionized store employees to work for 

C&S.352  The divestiture has faced sustained opposition from unions,353 which may cause 

employees of the divested stores to seek employment with the merged company or with other 

unionized grocers.  The loss of skilled workers will be heightened in the Southern California 

CBA areas, where {  

 
345 DX2495 (Galante Rpt.) ¶ 31. 
346 See PX4030 (Winn (C&S) IH 29:12-31:5); PX7003 (Fox Rpt.) ¶ 74; PX7009 (Fox Rebuttal Rpt.) ¶ 38, Figs. 1-7; 
PX4107 (Keptner (C&S) Dep. 123:22-125:8); PX3406 (C&S) at 008.  
347 PX4030 (Winn (C&S) IH 58:22-59:1). 
348 PX4060 (Winn (C&S) Dep. 72:9-13); PX4149 (Galante Dep. 71:14-19). 
349 PX1654 (Kroger) at 111-112. 
350 DX2495 (Galante Rpt.) ¶¶ 104-05; PX3956 (C&S) at 002; PX7009 (Fox Rebuttal Rpt.) ¶ 65, Fig. 8. 
351 PX1654 (Kroger) at 111-112; PX12673 (Albertsons) at 002, 004. 
352 PX4060 (Winn (C&S) Dep. 128:10-128:25). 
353 See, e.g., PX6667 (UFCW); PX5013 (Teamsters Decl.) ¶ 30; PX5015 (Teamsters Decl.) ¶¶ 22-23. 
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}354  C&S’s 

current President of Retail and integration planning leader, Mark McGowan, testified that 

{ }355  As a 

result, C&S’s new supermarkets are likely to be staffed with less experienced and less skilled 

workers than the stores belonging to the merged companies.356 

ii. C&S will depend on Kroger for pricing, plans, data, 
marketing, ads, and other customer-facing programs for at 
least a year 

Courts discredit divestiture remedies that, like the proposed divestiture here, leave the 

buyer dependent on the merged parties for years post-closing.  “[C]urative divestitures must be 

made to . . . a willing, independent competitor capable of effective production.”  FTC v. CCC 

Holdings, 605 F. Supp. 2d 26, 59 (D.D.C. 2009) (cleaned up); see also, e.g., Sysco, 113 F. Supp. 

3d at 77 (holding buyer reliant on merged entity for private label products supply and customer 

database for three to five years would not be “a truly independent competitor”).  The proposed 

divestiture to C&S lacks substantial components of a successful retail grocery business because 

it was assembled by antitrust lawyers as a litigation strategy.357  And, while Respondents’ expert 

Mr. Galante concedes that {  

}358 Respondents and C&S 

agreed to {  

}359 

Worse, C&S { }360  

 
354 See, e.g., PX2252 (Albertsons) at 067.  
355 PX4050 (McGowan (C&S) Dep. 152:21-153:17). 
356 PX4050 (McGowan (C&S) Dep. 153:12-17); see also PX2153 (Albertsons) at 001. 
357 Order Denying Renewed Mot. to Compel (June 11, 2024) at 4-5. 
358 DX2495 (Galante Rpt.) ¶ 64. 
359 PX4060 (Winn (C&S) Dep. 237:25-238:25); DX2495 (Galante Rpt.) ¶¶ 65, 129. 
360 PX3956 (C&S) at 045. 
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Instead, C&S {  

} and Kroger {  

}361  Under the transition services agreement, Kroger will be 

{  

}362  These transition services are designed {  

 

 

}363  But while C&S depends on Kroger for { } 

it is not competing, let alone replacing competition between Kroger and Albertsons. 

The entanglements between C&S and Respondents could last for years. While C&S 

could, in theory, { } it 

{ }364  Instead, C&S {  

}365 and 

{ }366  For as long as this is the 

case, C&S will not compete with Respondents in any market. 

This situation could persist even longer if Kroger is not able to meet its ambitious goal of 

{  

}367  {  

 

 
361 PX3956 (C&S) at 045; PX4107 (Keptner (C&S) Dep. 189:9-195:11). 
362 PX4107 (Keptner (C&S) Dep. 189:9-195:11); PX4072 (Florenz (C&S) Dep. 148:6-17). 
363 PX4107 (Keptner (C&S) Dep. 144:1-147:21, 153:23-154:12, 155:3-162:24, 191:19-192:10); PX3837 (C&S) at 
004-006. 
364 PX3317 (C&S) at 002; PX4107 (Keptner (C&S) Dep. 150:4-152:17); PX4072, Florenz (C&S) Dep. 129:8-130:6, 
234:9-20).   
365 Compare PX1654 (Kroger) at 013 with PX1274 at 012; see also, PX4072 (Florenz (C&S) Dep. 129:8-130:6). 
366 PX3956 (C&S) at 045; PX4107 (Keptner (C&S) Dep. 189:9-195:11). 
367 PX4094 (Cosset (Kroger) Dep. 82:15-83:4).  
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powerful a competitor.”). 

Here, Kroger will have the ability to inhibit C&S’s competitiveness throughout the 

transition services agreement period due to C&S’s dependence on Kroger for {  

 

 

}373  C&S executives recognize that {  

}374 so C&S will be vulnerable to Kroger underperformance or non-

performance unless C&S is willing to take aggressive action against its partner.  Even without 

breaching its contractual commitments, Kroger will be able to {  

}375 at critical periods {  

}376 

*** 

  Respondents fall far short of meeting their burden to show that their made-for-litigation 

“fix” mitigates the substantial anticompetitive effects of this acquisition.  It fails out of the gate 

by leaving unremedied hundreds of markets where the acquisition is presumptively illegal.  But 

even for the markets it does reach, Respondents’ lawyer-designed divestiture is fundamentally 

flawed due to C&S’s lack of experience and mixed incentives, the nature of the divested assets, 

and the duration of dependence on Respondents.  In past transactions involving divestitures, 

Respondents shifted the risk of a failed divestiture onto shoppers and workers.  In each of those 

cases, it was those shoppers and workers that suffered when that risk was realized.  Here, this 

 
373 PX1654B (Kroger) at Schedule 2.1(a). 
374 PX4060 (Winn (C&S) Dep. 329:15-18). 
375 PX4072 (Florenz (C&S) Dep. 162:10-165:2). 
376 See, e.g., PX5016 (Smith (AWG) Decl.) ¶ 16). 
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Court should reject Respondents’ request to once again ask American shoppers and workers to 

assume the risks of their bad deal. 

IV. ENTRY OR EXPANSION IS UNLIKELY TO BE TIMELY OR SUFFICIENT 
TO PRESERVE COMPETITION 

 
Respondents cannot rebut the FTC’s prima facie case because they cannot show that 

entry or expansion would be timely, likely, and sufficient to counteract or deter the acquisition’s 

likely anticompetitive effects.  Merger Guidelines § 3.2 (entry must be sufficient in “magnitude, 

character, and scope” to offset the loss of the independent competitor); Sanford Health, 926 F. 3d 

at 965.  To be timely, entry must occur before the acquisition causes anticompetitive effects, and 

to be sufficient, it must maintain competition over the long time. Aetna, 240 F. Supp. 3d at 52–

53.  Respondents bear the burden of providing evidence that “ease of entry” rebuts Complaint 

Counsel’s prima facie case.  In re Otto Bock Healthcare North America, Inc., FTC Docket No. 

9378, 2019 WL 5957363, at *12 (citing Heinz, 246 F.3d at 715 n.7).  

Here, entry or expansion will not be timely, likely, or sufficient to replace lost 

competition.  Testimony from industry participants, including Respondents, indicates that 

building a single new supermarket takes more than two years and can cost anywhere from {  

}377  Accordingly, rates of new entry by supermarkets and other large format 

stores are low, at less than 3% increases per year.378  In some regions, net entry is negative due to 

store closures.379  Respondents have neither pointed to any evidence showing that entry or 

expansion is likely or planned in the thousands of communities where supermarket competition 

 
377 See, e.g., PX4059 (Sankaran (Albertsons) Dep. 204:10-205:16); PX4071 (Yates (Ahold) Dep. 165:8-166:3); 
PX4031 (Van Helden (Stater Bros) IH 61:23-64:14). 
378 PX7005 (Hill Rpt.) ¶ 196. 
379 PX7005 (Hill Rpt.) ¶ 196. 
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will be lost nor has their economic expert opined as such.  As such, entry or expansion cannot 

save Respondents’ anticompetitive acquisition. 

V. RESPONDENTS DO NOT SHOW EFFICIENCIES OUTWEIGH LIKELY 
COMPETITIVE HARM 
 

Courts apply strict standards in their review of claims that efficiencies may prevent a 

substantial lessening of competition from a proposed merger.  United States v. H & R Block, Inc., 

833 F. Supp. 2d 36, 89 (D.D.C. 2011); Heinz, 246 F.3d at 720-21.  Efficiencies must be 

cognizable and “of a nature, magnitude, and likelihood that no substantial lessening of 

competition is threatened by the merger in any relevant market.”  Merger Guidelines § 3.3.  

Respondents “carry the[] burden to demonstrate the verifiability of their claimed efficiencies.”  

FTC v. Wilh. Wilhelmsen Holding ASA, 341 F. Supp. 3d 27, 73 (D.D.C. 2018).  As the Supreme 

Court explained, “where the facts with regard to an issue lie peculiarly in the knowledge of a 

party, that party is best situated to bear the burden of proof.” See Smith v. United States, 568 U.S. 

106, 112 (2013).  

To meet their burden, Respondents must demonstrate that their efficiencies are 

(1) verifiable, (2) merger specific, and (3) accrue to the benefit of competition and not simply to 

the merging parties.  See H & R Block, 833 F. Supp. 2d at 89; St. Alphonsus, 778 F.3d at 792; 

Staples I, 970 F. Supp. at 1089- 90; FTC v. Staples, 190 F. Supp. 3d 100, 137-38 n.15 (D.D.C. 

2016) (“Staples II”).  To be verifiable, Respondents must show that efficiencies were “verified, 

using reliable methodology and evidence not dependent on the subjective predictions of the 

merging parties or their agents.”  Merger Guidelines § 3.3; see also H & R Block, 833 F. Supp. 

2d at 89.  To be merger-specific, Respondents’ efficiencies must be “a type of cost saving that 

could not be achieved without the merger[.]” Wilhelmsen, 341 F. Supp. 3d at 72; see also Merger 

Guidelines § 3.3.  “The more compelling the prima facie case—including other evidence 
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}382  These incremental revenues are 

driven primarily by the consolidation of Respondents’ { }  As 

Complaint Counsel’s expert Mr. Yeater explains, this increase in revenue would arise not from 

an increase in efficiency but rather from: {  

 

}383  Additionally, these retail media services are not within the 

relevant markets defined by either side’s expert in this case—Dr. Hill or Dr. Israel—and 

therefore do not address the harm to competition in those markets.384  See Phila. Nat’l Bank, 374 

U.S. at 370 (“[A]nticompetitive effects in one market” cannot be justified by “procompetitive 

consequences in another.”); Aetna, 240 F. Supp. 3d at 94. 

Respondents are unable to show that the vast majority of the second category of claimed 

benefits—cost savings—are verifiable or merger specific.  Respondents’ expert—Mr. Gokhale—

groups the cost savings into five main categories:  {  

 

}.  In a futile attempt to demonstrate these cost savings are 

cognizable efficiencies, Respondents primarily rest on a panoply of unsupported assumptions by 

their paid-for consultants and party executives. 

For the sourcing and indirect sourcing cost savings categories, Respondents engaged 

consultants from Bain to { }  As 

Mr. Yeater explained, however, Mr. Gokhale did not { }385  

Specifically, neither Bain nor Mr. Gokhale have {  

 
382 DX2493 (Gokhale Rpt.) ¶ 233. 
383 PX7012 (Yeater Rebuttal Rpt.) ¶ 28. 
384 PX7012 (Yeater Rebuttal Rpt.) ¶ 28. 
385 PX7012 (Yeater Rebuttal Rpt.) ¶¶ 44, 46, 49, 51. 
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}.386  For example, Mr. Gokhale deems many of the cost savings as merger-

specific solely because of a {  

 

}  Mr. Gokhale, however, does not further analyze 

how the merger allows the combined entity to realize this assumption, beyond citing the fact that 

the merged firm will be { }.387  

And there is good reason not to accept that untested assumption: {  

 

 

}388  “[B]ecause the bases for the assumptions [Defendant’s expert] identified and 

their role in the efficiencies analysis is unclear, the reasonableness of those assumptions, along 

with the ultimate determinations of likelihood and magnitude, cannot be verified with any degree 

of rigor.”  Wilhelmsen, 341 F. Supp. 3d at 73 (internal citation omitted). 

For all these reasons, Complaint Counsel’s expert concludes that only $41 million of 

Respondents’ expert’s claimed efficiencies of $1,149 to $1,546 million are even potentially 

cognizable.389  And, even if all of Respondents’ claimed cost efficiencies were credited as 

cognizable, the total amount would be less than one percent of their combined total costs, and as 

such, would not offset the predicted anticompetitive harm to consumers from the acquisition.390 

 
 

 

 
386 PX7012 (Yeater Rebuttal Report) ¶¶ 9(a), 49. 
387 PX7012 (Yeater Rebuttal Rpt.) ¶¶ 50-51. 
388 See, e.g., PX4073 (Crane (Smucker) Dep. 49:17-50:19). 
389 PX7012 (Yeater Rebuttal Rpt.) ¶¶ 8, 10. 
390 PX7012 (Yeater Rebuttal Rpt.) ¶ 127; PX7007 (Hill Rebuttal Rpt.) ¶¶ 180-182, n.200. 
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CONCLUSION 
 

For the reasons stated above, Complaint Counsel respectfully requests that this Court to 

permanently enjoin Kroger from acquiring Albertsons.   
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Dear Fellow Shareholders, 
 
One of the things I love about food retail is that customers are always evolving. As tastes and needs 
continually shift, accommodating those shifts with agility earn us the privilege of continuing to serve our 
customers. This is what makes our industry so exciting. 
 
The ways customers shop for food is ever evolving and always changing. Customers used to shop once a 
week, checking off items from handwritten lists. Today, our customers manage their groceries with a mix 
of in-person and online shopping, rely on digital technologies to make lists and track spending, and shop 
for more ready-made meal solutions. Outside our stores, we know customers spend approximately half of 
their food budgets at restaurants.  
 
What hasn’t changed is our passion to deliver fresh, affordable food to the communities we serve and 
inspire our customers to discover their love for food. Our business model is built around offering fresh 
products at competitive prices with no compromise on quality, selection, and convenience. This is a time-
tested approach in any operating environment, and we remain committed to it into the future. Every day, 
we provide our customers with lower prices on the foods they love and more choices to meet their needs 
and wants.   
 
Our passion for our customers, associates and communities is also on display in our willingness to take on 
difficult challenges and see them through. We see it in the way our store and supply chain teams respond 
to natural disasters, always the first to help our communities. We see it in the way our associates worked 
with the White House, governors, and mayors to ensure America had access to fresh, affordable food 
during the pandemic. And we see it in our willingness to address one of our food systems most intractable 
challenges – that more than 40% of the food produced goes to waste each year while one in eight 
Americans struggle with hunger – through our Zero Hunger | Zero Waste impact plan.  
 
Kroger has the fortitude to take on these challenges because we know that when we take care of our 
customers, associates and communities, our shareholders will benefit.   
 
We continue delivering value for our shareholders. On a three-year basis, Kroger’s adjusted net earnings 
per diluted share has grown at a compounded annual growth rate of 24.5% which has helped support a 
total shareholder return of 78.2% over the same period.  
 
This incredible outcome is the result of our dedicated and thriving associates delivering a full, fresh and 
friendly experience for more than 11 million customers every day. It’s no wonder Kroger was recently 
included in a list of America’s Most Trustworthy Companies. From our manufacturing facilities and 
fulfillment centers to our store and office teams, we appreciate everything our associates do to embody 
Our Purpose: To Feed the Human Spirit.  
 
Our associates are driving consistent execution of our go-to-market strategy in every interaction, everyday 
positioning the company for sustainable, long-term growth.  
 
Kroger is building momentum and has the people, the plan, and the operational discipline to win today 
and in the future.  
 

* * * 
 
Update on proposed merger with Albertsons Co. 
In October 2022, we announced our definitive merger agreement with Albertsons Companies, Inc. We are 
incredibly impressed with the Albertsons team and their commitment to their associates, culture, 
customers, and communities.  
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Lower prices. More Choices.  
We believe bringing our highly complementary organizations together will provide customers with lower 
prices and more choices. Our proposed merger will mean more value for our customers, with lower prices 
and more food choices to discover. And we will begin on day one post-close, with $500 million already 
committed to bringing down prices.    
 
Empower our associates’ success  
Our associates are responsible for our success, and we are committed to investing in theirs. The proposed 
combination will secure the long-term future of union jobs while creating a more competitive alternative 
to larger, non-union retailers. We have already committed $1 billion to continue raising associate wages 
and comprehensive, industry-leading benefits.  
 
It is vital that we support our associates as they explore what their individual career paths will be. So 
many of our associates come to Kroger to experience their first job. In 2022, approximately 20% of our 
new hires were 18 years old or younger. It is amazing that Kroger introduces so many young people to a 
fulfilling career in the grocery industry. We demonstrate how our associates can choose from many 
different paths and how a foundation in amazing customer service supports associates’ long-term goals, 
no matter where associates choose to build their careers.  
 
At Kroger, associates get to help families discover healthier answers to the question, “what’s for dinner 
tonight;” create technology that makes customers’ shopping trips simpler; make healthcare more 
accessible for their neighbors – and even dream up a job that has yet to be created. The career 
opportunities are truly endless.  
 
Build healthier communities free of hunger 
The proposed merger will also allow our organization to invest in our communities in ways we simply 
cannot do on our own. I am so proud of what we have accomplished in our Zero Hunger | Zero Waste 
work and am impressed by the Albertsons team’s commitment to supporting their communities as 
outlined in their Recipe for Change plan. We know that when families eat together, it supports their 
children’s success across all aspects of their lives. I cannot wait to see how our combined efforts will 
connect people with the meals they need to thrive. 
 
We look forward to continue working cooperatively with regulators and remain on track for a projected 
closure of the merger in early 2024. 
 
2022 in Review  
As the pandemic continued to fade and inflation caused ongoing economic uncertainty, our associates 
showed up for our customers. Last year, Kroger associates did everything we could to minimize the 
impact of inflation and help stretch tight food budgets so families could access fresh, affordable food, 
with zero compromise on convenience or selection. Our Leading with Fresh and Accelerating with 
Digital strategy and key focus areas of Fresh, Our Brands, seamless and personalization give us the 
flexibility to navigate a changing operating environment – all while providing value to our customers and 
our associates. We will continue to consider a five- to ten-year time horizon as we make key decisions.  
 
During the year, we: 

 Achieved positive identical sales without fuel of 5.6% 
 Increased associate wages, resulting in an average hourly wage of $18 and rate of more than $23 

with comprehensive benefits  
 Exceeded $1 billion in cost savings for the fifth consecutive year  
 Announced 14 additional Kroger Delivery locations across the U.S.  

 
The subsequent sections will highlight progress we made across our business in 2022 and ways we intend 
to continue building on our momentum moving forward. 
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Leading with Fresh 
For us, Fresh for EveryoneTM is more than a brand promise. It’s a commitment to bringing fresh, 
affordable foods to more people in more neighborhoods. Fresh foods are central to families living healthy, 
thriving lives. And our customers prioritize fresh when they shop with Kroger – with more than more 
than 90% of customers purchasing fresh foods. Many companies claim they are focused on fresh – we 
have demonstrated success in creating fresher shopping experiences, and our customers are rewarding us 
for it. 
 
In the last year, we continued to put our focus on fresh, both with our in-store and e-commerce 
experiences. The End-to-End Fresh initiative is at the center of how we are changing the way we bring 
fresh to life in our stores. Today, we have more than 1,400 stores implementing this initiative in their 
produce departments, driving higher produce and overall store sales. We look forward to exploring how 
we can expand this work in other fresh departments in 2023 and beyond. 
 
We are also working closely with our technology and supply chain teams to understand ways we can add 
days of freshness to our products. From optimizing delivery routes to simplifying associate tasks, we want 
to ensure our customers can buy food at its peak of freshness and trust those items will remain fresh in 
their homes. 
 
Freshness is also important when we think about innovation in Our Brands. In 2022, we launched a 
simplified opening-price-point brand known as Smart Way™. This new concept is easily identifiable for 
customers who want to stretch their budgets. It joins Kroger’s carefully curated, extensive Our Brands 
portfolio, which includes the company’s namesake Kroger brand, Simple Truth®, Private Selection®, 
Home Chef® and Heritage Farm®, among others. 
 
In addition to the Smart Way brand introduction, we launched more than 680 new, unique Our Brands 
products last year. We engage with food trends throughout the year to understand what our customers are 
craving and ensure we have those items on our shelves. We aim to bring every customer the high-quality, 
affordable products they love – from pantry staples and fresh foods to ready-to-heat, restaurant-quality 
meals.  
 
Accelerating with Digital 
We continue to invest in our seamless ecosystem – bringing our customers the products they love when 
and where they want them. We see customers shift the ways they interact with us based on their 
individual needs, which aligns with our vision of a truly seamless shopping experience. 
 
Our goal remains to be there for our customers – however they need us in a particular moment. 
 
When it fits their day’s plans, customers may choose to shop in our stores. Sometimes, they find a Kroger 
Delivery order easier during a busy weekend. Or when nothing looks good in the refrigerator or the last 
paper towel comes off the roll, we’re here with Kroger Delivery Now, delivering in as little as 30 
minutes. We remain well-positioned to achieve double-digit digital growth in the next three years.  
 
Our brick-and-mortar stores and automated fulfillment centers work together to ensure our customers 
have access to the fresh foods and pantry staples they want when they need them most.  
 
Our efforts to bring a truly personalized shopping experience to life are creating value for our customers. 
We serve the right promotions at the right time, directly to the customers who would be most interested in 
the offer. From providing suggestions to start a basket to offering a new item, we are providing customers 
real value. In 2022 alone, customers saved $1.4 billion through a combination of paper and digital 
coupons.   
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Last year, we also launched Boost by Kroger, the retail industry’s most-affordable membership program. 
We are already exceeding internal expectations in both incremental engagement and household spend. We 
look forward to evolving our membership program to appeal to more customers and create additional 
value.  
 
The Accelerating with Digital piece of our strategy continues to drive our profit flywheel. We are 
improving margins by reducing digital cost-to-serve, all while growing our alternative profit streams.  
 
Investing in Our Associates 
Our associates are at the heart of everything we do. I am always impressed at the ways they create 
memorable food moments for our customers every day. I regularly think back to my time working in a 
Kroger store when I began my career more than 40 years ago. I learned how to run a successful store, how 
to create real community with my customers and coworkers, and how important our stores are to the 
neighborhoods they serve.  
 
Kroger provides opportunities for people seeking their first job, a new beginning, or a new challenge to 
discover a fulfilling career path. And we continue to invest in our associates. Earlier this year we 
committed nearly $800 million to raise wages and benefits, create new training opportunities, and 
improve healthcare options in 2023.  
 
This investment builds on our $1.9 billion in incremental investments in wages and comprehensive 
benefits Kroger has made since 2018. As a result, we raised our average hourly rate to $18, or $23.50 an 
hour with comprehensive benefits.  
 
We understand we must support our associates’ holistic well-being. To accomplish this goal, Kroger 
creates programs that power our associates’ growth, including a world-class educational benefit program 
offering associates up to $21,000 toward continuing education opportunities – whatever that may mean to 
our associates. In 2022 alone, more than 5,000 people engaged with this program. We provide affordable, 
accessible healthcare options, which includes free counseling. Also in 2022, we introduced a first-of-its-
kind free financial coaching services to all our hourly associates. We remain committed to helping our 
associates thrive in their careers and at home, ensuring Kroger remains an employer of choice. 
 
Environmental Sustainability and Social Impact  
Kroger is committed to responsible sourcing practices, respecting human rights, and advancing animal 
welfare. Our comprehensive programs hold our suppliers accountable to meet our high standards and 
support our continual improvement. We rely on deep knowledge from our category sourcing leaders, data 
insights and input from our investors, industry groups, NGOs, and subject-matter experts.  
 
In 2022, we published our greenhouse gas (GHG) reduction goal roadmap. We are diligently working to 
reduce absolute Scope 1 and 2 GHG emissions from our operations by 30% by 2030 against a 2018 
baseline. This goal was developed using climate science, supporting a well-below 2ºC climate scenario 
according to the absolute contraction method.  
 
Kroger made considerable progress against our Framework for Action: Diversity, Equity & Inclusion 
plan. Launched in 2020, this action plan is accelerating change across the entire company. Since its 
introduction, we successfully provided unconscious bias training to all leaders and nearly half a million 
associates. We are working with 53 Historically Black Colleges and Universities, and institutions serving 
Hispanic, Asian American and Pacific Islander, and Native American students. And we are taking strong 
steps to achieve our goal of increasing our spend with diverse suppliers to $10 billion annually by 2030.  
 
We are growing the many ways we participate in our communities – both big and small. In 2022, we 
celebrated the fifth anniversary of our Zero Hunger | Zero Waste impact plan. Since its inception, we 
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directed more than $1.65 billion in food and funds to help end hunger, which includes more than 2.3 
billion meals. We remain on track to donate 3 billion meals to our neighbors by 2025.  
 
One accomplishment I am so proud of is our stores’ work to achieve 100% execution of our food rescue 
program in participating Kroger stores. Flawless execution is an ideal for which we always strive. It is 
inspirational to see the way our store teams embrace our mission of providing healthy food to their 
communities.  
 
Looking to the Future 
I am optimistic for what 2023 and beyond will mean for Kroger, our customers, our associates, and our 
communities. We are committed to providing the freshest food to our customers, with zero compromise 
on value, convenience, or selection. We are investing in the business to continuously optimize our 
approach to freshness – and our customers are taking notice. Our teams are always looking for new 
opportunities to bring fresh Our Brands items to our customers, both capitalizing on food trends and 
creating experiences that can only come from Kroger.  
 
Customers continue to expect the convenience our digital experience offers. We are working toward 
innovative ways to ensure grocery shopping fits easily into our customers’ days – whether they are 
looking for a need-it-now item, a weekly stock-up shop, or the perfect ingredient to make a special meal 
more memorable. And we do more than make it convenient – we make the shopping experience personal. 
We know our customers, and we earn their trust daily by providing engaging offers on the foods they 
love.  
 
And our amazing associates bring it all to life. In addition to creating a full, fresh, and friendly shopping 
experience for every customer, every time, our associates are committed to making their communities a 
better place to live. This year, we are recognizing 50 outstanding associates who raised significant funds 
for our Zero Hunger | Zero Waste Foundation. These dollars support our nonprofit partners across 
America who are working to create communities free from hunger and waste. Congratulations to each of 
these “Zero Heroes” for making measurable change for your neighbors. 
 
I would like to thank our customers, associates, and shareholders for your ongoing support for Kroger. I 
look forward to everything we will do together in the year ahead. 
 
With gratitude, 
 

Rodney McMullen 
Chairman and CEO, The Kroger Co.  
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Safe Harbor Statement  

This letter contains “forward-looking statements” within the meaning of the safe harbor provisions of the 
United States Private Securities Litigation Reform Act of 1995 about future performance of Kroger, including with 
respect to Kroger’s ability to achieve sustainable net earnings growth, strategic capital deployment, strong and 
attractive total shareholder return, strong free cash flow and ability to increase the dividend, ability to achieve 
certain operational goals, as well as ESG targets, goals, and commitments outlined in this proxy statement, or 
elsewhere among other statements. These statements are based on management’s assumptions and beliefs in light of 
the information currently available to it. These statements are indicated by words such as “will,” “aim,” “model,” 
“driving,” “goal,” “plan,” “continue,” “on track,” “committed” and “believe,” as well as similar words or phrases. 
These statements are subject to known and unknown risks, uncertainties and other important factors that could cause 
actual results and outcomes to differ materially from those contained in the forward-looking statements, including 
the specific risk factors identified in “Risk Factors” in Kroger’s most recent Annual Report on Form 10-K and any 
subsequent filings with the Securities and Exchange Commission. Kroger assumes no obligation to update the 
information contained herein, unless required to do so by applicable law. 
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Zero Hunger | Zero Waste: Associate Fundraising Heroes 

The Kroger Co. Zero Hunger | Zero Waste Foundation is a nonprofit public charity designed to help align 
philanthropy with the company’s Zero Hunger | Zero Waste social and environmental impact plan. We invite 
customers of the Kroger Family of Companies to join our journey by rounding up their purchase to the nearest dollar 
at checkout to benefit the Zero Hunger | Zero Waste Foundation. 

Cashiers across the country are leading the way in activating donations through Round Up. Dollars raised are 
directed to nonprofit partners that help end hunger and waste in our communities. These are our 2022 Zero Heroes: 

Atlanta Division 
Jessica Wellborn 
Dianne Perkins 
Rachel Dickens 
Betalhem Tolla 

 

 Fred Meyer Division 
Pat Sears 

 Mid-Atlantic Division 
Dee Dee Hamby 

Central Division 
Carol Dietz 

Jess Warburton 
Rebekah Lehman 

Sheri Fornter 
 

 
Fry’s Division 

Jayne Cota 
Melissa Horowitz 
Barbara Stockton 

 Nashville Division 
Linda Whitfield 

Cincinnati-Dayton Division 
 Jen Tudor 

 Houston Division 
Debra Van Matre 

Mashuny Squierdo 

 Ralphs Division 
John Dailey 

Marquett Valencia 
Debra Sutton 
Pedro Daniel 

 
Columbus Division 

Colleen Burrows 
 

 
King Soopers Division 

Chris Vellos 
Dan Cahill 

 
Roundy’s Division 

Nancy Johnson 

Dallas Division 
Jon Mullin 

Julie Olinick 
Tonja Buckley 

 
Louisville Division 

Stacey Harrison 
Laury Shulhafer 
Robin Adams 

 
QFC Division 
Kurt Mincin 
Amber Brask 

Delta Division 
Sherbert Ware 
Laura Sparks 
Mae Watson 

 
Mariano’s Division 

Loran Henderson 
Vikki Hornbaker 

 

 
Smith’s Division 

Tonya Tall 
 

Dillons Division 
Trista Soendker 

Pam Meyer 
Joan Rogers 

 
Michigan Division 

Tammy Depuy 
Tracey Regits 

 Food 4 Less 
Jimmy Hu 

Maricruz Chico 
Mayra Sanguino 
Rufina Kniefel 

Food 4 Less - MW 
Tamara Primm 
Rohel Terrazas 
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Environmental, Social, & Governance (ESG) Practices  
 Long-standing Board Committee dedicated to ESG oversight — Public Responsibilities Committee —

 formed in 1977.  
o Amended the Committee Charter in 2021 to more specifically reflect the Committee’s focused and 

prioritized approach to material ESG topics related to environmental issues, sustainability, and 
social impact 

 Annual ESG report, sharing progress on our goals for Zero Hunger | Zero Waste, Just & Inclusive 
Economy, Food Waste, Operational Waste, Water, Packaging, Climate Impact, and Responsible Sourcing. 

o The 2022 ESG report represented the 16th year of describing our progress and initiatives regarding 
sustainability and other ESG matters 

 Committed to transparency in our disclosure, informed by frameworks consistent with shareholder 
expectations:  

o SASB’s Food Retailers and Distributors Standard 
o GRI Global Sustainability Reporting Standards 
o Task Force on Climate-related Financial Disclosures (TCFD) framework 

 Established formal Diversity, Equity & Inclusion (DE&I) Framework for Action to:  
o Create a more inclusive culture 
o Develop diverse talent 
o Advance diverse partnerships 
o Advance equitable communities 
o Listen deeply and report progress 

 Specifically include diverse candidates in every external executive officer and Board director search. 

 Disclose EEO-1 data annually.  

Shareholder Rights  

 Annual director election. 

 Simple majority standard for uncontested director elections and plurality in contested elections.  

 No poison pill. 

 Shareholders have the right to call a special meeting. 

 Robust, long-standing shareholder engagement program with regular engagements, including with 
independent directors, to better understand shareholders’ perspectives and concerns on a broad array of 
topics, such as corporate governance and ESG matters. 

 Adopted proxy access for director nominees, enabling a shareholder, or group of up to 20 shareholders, 
holding 3% of the Company’s common shares for at least three years to nominate candidates for the greater 
of two seats or 20% of Board nominees.  

Compensation Governance  

 Robust clawback and recoupment policy. 

 Pay program tied to performance and business strategy. 

 Majority of pay is long-term and at-risk with no guaranteed bonuses or salary increases. 

 Stock ownership guidelines align executive and director interests with those of shareholders. 

 Prohibition on all hedging, pledging, and short sales of Kroger securities by directors and executive 
officers.  

 No tax gross-up payments to executives.  
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Environmental, Social, & Governance Strategy 

Kroger’s Environmental, Social & Governance Strategy is called Thriving Together. This strategy reflects the 
evolution of the Company’s long history of operating responsibly, advancing economic opportunity and 
sustainability in our own operations and supply chain, and giving back meaningfully to our communities.  

Our ESG objective is to achieve positive and lasting change through a shared-value framework that benefits 
people and our planet and creates more resilient systems for the future. The centerpiece of Kroger’s ESG strategy is 
our Zero Hunger | Zero Waste social and environmental impact plan. Introduced five years ago, Zero Hunger | Zero 
Waste is an industry-leading platform for collective action and systems change at global, national, and local levels.  

Our ESG strategy aims to address material topics of importance to our business and key stakeholders, including 
our associates, customers, shareholders, and others. Key ESG topics — informed by a structured materiality 
assessment and engagement with our shareholders and other stakeholders — align to three strategic pillars: People, 
Planet and Systems. Please see more details here in Kroger’s annual ESG Report: https://www.thekrogerco.com/wp-
content/uploads/2022/08/Kroger-Co-2022-ESG-Report.pdf. The information on, or accessible through, this website 
is not part of, or incorporated by reference into, this proxy statement. 
  

3
PX6009-013

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 107 of 620 * PUBLIC * 



 

Director Nominee Highlights 
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2023 Director Nominee Snapshot  

Diversity and Tenure 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Skills and Experience 

Key Attributes and Skills of All Kroger Director Nominees 

 Intellectual and analytical skills 
 High integrity and business ethics 
 Strength of character and judgement 
 Ability to devote significant time to Board 

duties 
 Desire and ability to continually build expertise 

in emerging areas of strategic focus for our 
Company 

 Demonstrated focus on promoting equality 

 Business and professional achievements 
 Ability to represent the interests of all shareholders 
 Knowledge of corporate governance matters 
 Understanding of the advisory and proactive 

oversight responsibility of our Board 
 Comprehension of their his or her as a public 

company director and the fiduciary duties owed to 
shareholders 

 Ability to work cooperatively with other members 
of the board 
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Notice of 2023 Annual Meeting of Shareholders 

Fellow Kroger Shareholders:  

We are pleased to invite you to join us for Kroger’s 2023 Annual Meeting of Shareholders on June 22, 2023 at 
11:00 a.m. eastern time. The 2023 Annual Meeting of Shareholders will once again be a completely virtual 
meeting conducted via webcast. We believe this is the most effective approach for enabling the highest 
possible attendance. 

You will be able to participate in the virtual meeting online, vote your shares electronically, and submit questions 
during the meeting by visiting www.virtualshareholdermeeting.com/KR2023.  

When:  June 22, 2023, at 11:00 a.m. eastern time.  
Where:  Webcast at www.virtualshareholdermeeting.com/KR2023  
Items of Business: 1. To elect 11 director nominees

2. To approve our executive compensation, on an advisory basis.
3. To select the frequency of future advisory votes on executive compensation, on an

advisory basis.
4. To ratify the selection of our independent auditor for fiscal year 2023.
5. To vote on five shareholder proposals, if properly presented at the meeting.
6. To transact other business as may properly come before the meeting.

Who can Vote: Holders of Kroger common shares at the close of business on the record date April 24, 2023 are 
entitled to notice of and to vote at the meeting.  

How to Vote: YOUR VOTE IS EXTREMELY IMPORTANT NO MATTER HOW MANY SHARES 
YOU OWN! Please vote your proxy in one of the following ways:  

1. By the internet, you can vote by the Internet by visiting www.proxyvote.com.
2. By telephone, you can vote by telephone by following the instructions on your proxy

card, voting instruction form, or notice.
3. By mail, you can vote by mail by signing and dating your proxy card if you requested

printed materials, or your voting instruction form, and returning it in the postage-paid
envelope provided with this proxy statement.

4. By mobile device, by scanning the QR code on your proxy card, notice of internet
availability of proxy materials, or voting instruction form.

5. By attending and voting electronically during the virtual Annual Meeting at
www.virtualshareholdermeeting.com/KR2023.

Attending the 
Meeting: 

Shareholders holding shares at the close of business on the record date may attend the virtual 
meeting. You will be able to attend the Annual Meeting, vote and submit your questions in 
advance of and real-time during the meeting via a live audio webcast by visiting 
www.virtualshareholdermeeting.com/KR2023. To participate in the meeting, you must have 
your sixteen-digit control number that is shown on your Notice of Internet Availability of Proxy 
Materials or on your proxy card if you receive the proxy materials by mail.  There is no physical 
location for the Annual Meeting. You may only attend the Annual Meeting virtually. 

Our Board of Directors unanimously recommends that you vote “FOR ALL” of Kroger’s director 
nominees on the proxy card, “FOR” the management proposals 2 and 4, “FOR” one year for management 
proposal 3, and “AGAINST” the shareholder proposals 5 through 9.  

We appreciate your continued confidence in Kroger, and we look forward to your participation in our virtual 
meeting.  

May 12, 2023 
Cincinnati, Ohio  

By Order of the Board of Directors, 
Christine S. Wheatley, Secretary 
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Proxy Statement  

May 12, 2023  

We are providing this notice, proxy statement, and annual report to the shareholders of The Kroger Co. 
(“Kroger”, “we”, “us”, “our”) in connection with the solicitation of proxies by the Board of Directors of Kroger (the 
“Board”) for use at the Annual Meeting of Shareholders to be held on June 22, 2023 at 11:00 a.m. eastern time, and 
at any adjournments thereof. The Annual Meeting will be held virtually and can be accessed online at 
www.virtualshareholdermeeting.com/KR2023. There is no physical location for the 2023 Annual Meeting of 
Shareholders.  

Our principal executive offices are located at 1014 Vine Street, Cincinnati, Ohio 45202-1100. Our telephone 
number is 513-762-4000. This notice, proxy statement, and annual report, and the accompanying proxy card are first 
being sent or given to shareholders on or about May 12, 2023.  

Questions and Answers about the Annual Meeting  

Why are you holding a virtual meeting?  

We believe a virtual meeting is the most effective approach for enabling the highest possible attendance.  Based 
on our experience with virtual meetings during the COVID-19 pandemic, we believe this facilitates shareholder 
attendance and participation, and has allowed a greater number of questions from a broader group of shareholders to 
be asked and answered at the Meeting than in an in-person format.  It also reduces our costs and in a small way the 
carbon footprint of our activities.  Therefore, our 2023 Annual Meeting is being held on a virtual-only basis with no 
physical location. Our goal for the Annual Meeting is to enable the broadest number of shareholders to participate in 
the meeting, while providing substantially the same access and exchange with Management and the Board as an in-
person meeting. We believe that we are observing best practices for virtual shareholder meetings, including by 
providing a support line for technical assistance and addressing as many shareholder questions as time allows.   

Who can vote?  

You can vote if, as of the close of business on April 24, 2023, the record date, you were a shareholder of record 
of Kroger common shares.  
 
Who is asking for my vote, and who pays for this proxy solicitation?  

Your proxy is being solicited by Kroger’s Board of Directors. Kroger is paying the cost of solicitation. We 
have hired D.F. King & Co., Inc., a proxy solicitation firm, to assist us in soliciting proxies and we will pay them a 
fee estimated not to exceed $17,500, plus reasonable expenses for the solicitation. 

We also will reimburse banks, brokers, nominees, and other fiduciaries for postage and reasonable expenses 
incurred by them in forwarding the proxy material to beneficial owners of our common shares. 

Proxies may be solicited personally, by telephone, electronically via the Internet, or by mail.  

Who are the members of the Proxy Committee?  

Anne Gates, W. Rodney McMullen, and Ronald L. Sargent, all Kroger Directors, are the members of the Proxy 
Committee for our 2023 Annual Meeting.  

What is the difference between a “shareholder of record” and a “beneficial shareholder” of shares held in 
street name?  

You are the “shareholder of record” for any Kroger common shares that you own directly in your name in an 
account with Kroger’s stock transfer agent, EQ Shareowner Services.  

You are a “beneficial shareholder” of shares held in street name if your Kroger common shares are held in an 
account with a broker, bank, or other nominee as custodian on your behalf. The broker, bank, or other nominee is 
considered the shareholder of record of these shares. As the beneficial owner, you have the right to instruct the 
broker, bank, or other nominee on how to vote your Kroger common shares.  
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How do I vote my shares held in street name?  

If your shares are held by a bank, broker, or other holder of record, you will receive voting instructions from 
the holder of record. Your broker is required to vote your shares in accordance with your instructions. In most cases, 
you may vote by telephone or over the internet as instructed.  

How do I vote my proxy?  

You can vote your proxy in one of the following ways: 
1. By the internet, you can vote by the Internet by visiting www.proxyvote.com. 
2. By telephone, you can vote by telephone by following the instructions on your proxy card, voting 

instruction form, or notice.  
3. By mail, you can vote by mail by signing and dating your proxy card if you requested printed materials, 

or your voting instruction form, and returning it in the postage-paid envelope provided with this proxy 
statement.  

4. By mobile device, by scanning the QR code on your proxy card, notice of internet availability of proxy 
materials, or voting instruction form.   

5. By attending and voting electronically during the virtual Annual Meeting at 
www.virtualshareholdermeeting.com/KR2023     

How can I participate and ask questions at the Annual Meeting? 

We are committed to ensuring that our shareholders have substantially the same opportunities to participate in 
the virtual Annual Meeting as they would at an in-person meeting. In order to submit a question at the Annual 
Meeting, you will need your 16-digit control number that is printed on the Notice or proxy card that you received in 
the mail, or via email if you have elected to receive material electronically. You may log in 15 minutes before the 
start of the Annual Meeting and submit questions online. You will be able to submit questions during the Annual 
Meeting as well. We encourage you to submit any question that is relevant to the business of the meeting. Questions 
asked during the Annual Meeting will be read and addressed during the meeting. Shareholders are encouraged to log 
into the webcast at least 15 minutes prior to the start of the meeting to test their Internet connectivity. You may also 
submit questions in advance of the meeting via the internet at www.proxyvote.com when you vote your shares. 

What documentation must I provide to be admitted to the virtual Annual Meeting and how do I attend? 

If your shares are registered in your name, you will need to provide your sixteen-digit control number included 
on your Notice or your proxy card (if you receive a printed copy of the proxy materials) in order to be able to 
participate in the meeting. If your shares are not registered in your name (if, for instance, your shares are held in 
“street name” for you by your broker, bank or other institution), you must follow the instructions printed on your 
Voting Instruction Form. In order to participate in the Annual Meeting, please log on to 
www.virtualshareholdermeeting.com/KR2023 at least 15 minutes prior to the start of the Annual Meeting to provide 
time to register and download the required software, if needed. The webcast replay will be available at 
www.virtualshareholdermeeting.com/KR2023 until the 2024 Annual Meeting of Shareholders. If you access the 
meeting but do not enter your control number, you will be able to listen to the proceedings, but you will not be able 
to vote or otherwise participate. 

What if I have technical or other “IT” problems logging into or participating in the Annual Meeting webcast? 

We have provided a toll-free technical support “help line” that can be accessed by any shareholder who is 
having challenges logging into or participating in the virtual Annual Meeting. If you encounter any difficulties 
accessing the virtual meeting during the check-in or meeting time, please call the technical support line number that 
will be posted on the virtual Annual Meeting login page. 

What documentation must I provide to vote online at the Annual Meeting? 

If you are a shareholder of record and provide your sixteen-digit control number when you access the meeting, 
you may vote all shares registered in your name during the Annual Meeting webcast. If you are not a shareholder of 
record as to any of your shares (i.e., instead of being registered in your name, all or a portion of your shares are 
registered in “street name” and held by your broker, bank or other institution for your benefit), you must follow the 
instructions printed on your Voting Instruction Form. 
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How do I submit a question at the Annual Meeting? 

If you would like to submit a question during the Annual Meeting, once you have logged into the webcast at 
www.virtualshareholdermeeting.com/KR2023, simply type your question in the “ask a question” box and click 
“submit”. You may also submit questions in advance of the meeting via the internet at www.proxyvote.com when 
you vote your shares. 

When should I submit my question at the Annual Meeting? 

Each year at the Annual Meeting, we hold a question-and-answer session following the formal business portion 
of the meeting during which shareholders may submit questions to us. We anticipate having such a question-and-
answer session at the 2023 Annual Meeting. You can submit a question up to 15 minutes prior to the start of the 
Annual Meeting and up until the time we indicate that the question-and-answer session is concluded. However, we 
encourage you to submit your questions before or during the formal business portion of the meeting and our 
prepared statements, in advance of the question-and-answer session, in order to ensure that there is adequate time to 
address questions in an orderly manner. You may also submit questions in advance of the meeting via the internet at 
www.proxyvote.com when you vote your shares. 

Can I change or revoke my proxy? 

The common shares represented by each proxy will be voted in the manner you specified unless your proxy is 
revoked before it is exercised. You may change or revoke your proxy by providing written notice to Kroger’s 
Secretary at 1014 Vine Street, Cincinnati, Ohio 45202, by executing and sending us a subsequent proxy, or by 
voting your shares while logged in and participating in the 2023 Annual Meeting of Shareholders. 

How many shares are outstanding?  

As of the close of business on April 24, 2023, the record date, our outstanding voting securities consisted of 
717,648,391 common shares.  

How many votes per share?  

Each common share outstanding on the record date will be entitled to one vote on each of the 11 director 
nominees and one vote on each other proposal. Shareholders may not cumulate votes in the election of directors.  

What voting instructions can I provide?   

You may instruct the proxies to vote “For” or “Against” each proposal (except for Proposal 3), or you may 
instruct the proxies to “Abstain” from voting.  For Proposal 3, you may instruct the proxies to vote for “One,” 
“Two,” or “Three” years. 

What happens if proxy cards or voting instruction forms are returned without instructions?  

If you are a registered shareholder and you return your proxy card without instructions, the Proxy Committee 
will vote in accordance with the recommendations of the Board.  

If you hold shares in street name and do not provide your broker with specific voting instructions on proposals 
1, 2, 3, and 5 – 9, which are considered non-routine matters, your broker does not have the authority to vote on those 
proposals. This is generally referred to as a “broker non-vote.” Proposal 4, ratification of auditors, is usually 
considered a routine matter and, therefore, your broker may vote your shares according to your broker’s discretion.  

The vote required, including the effect of broker non-votes and abstentions for each of the matters presented for 
shareholder vote, is set forth below.  
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Kroger’s Corporate Governance Practices  

Kroger is committed to strong corporate governance. We believe that strong governance builds trust and 
promotes the long-term interests of our shareholders. Highlights of our corporate governance practices include the 
following:  

Board Governance Practices  

 Strong Board oversight of enterprise risk. 

 Strong experienced independent Lead Director with clearly defined role and responsibilities. 

 Commitment to Board refreshment and diversity. 

 5 of 11 director nominees are women.  

 The chairs of the Audit, Finance, and Public Responsibilities Committees are women.  

 Annual evaluation of the Chairman and CEO by the independent directors, led by the independent Lead 
Director.  

 All director nominees are independent, except for the CEO.  

 All five Board Committees are fully independent.  

 Annual Board and Committee self-assessments conducted by independent Lead Director or an 
independent third party.  

 Regular executive sessions of the independent directors, at the Board and Committee level.  

 High degree of Board interaction with management to ensure successful oversight and succession 
planning.  

 Balanced tenure.  

 Robust shareholder engagement program.  

 Robust code of ethics.  

Environmental, Social, & Governance (ESG) Practices  
 Long-standing Board Committee dedicated to ESG oversight — Public Responsibilities Committee —

 formed in 1977.  
o Amended the Committee Charter in 2021 to more specifically reflect the Committee’s focused and 

prioritized approach to material ESG topics related to environmental issues, sustainability, and 
social impact 

 Annual ESG report, sharing progress on our goals for Zero Hunger | Zero Waste, Just & Inclusive 
Economy, Food Waste, Operational Waste, Water, Packaging, Climate Impact, and Responsible Sourcing. 

o The 2022 ESG report represented the 16th year of describing our progress and initiatives regarding 
sustainability and other ESG matters 

 Committed to transparency in our disclosure, informed by frameworks consistent with shareholder 
expectations:  

o SASB’s Food Retailers and Distributors Standard 
o GRI Global Sustainability Reporting Standards 
o Task Force on Climate-related Financial Disclosures (TCFD) framework 

 Established formal Diversity, Equity & Inclusion (DE&I) Framework for Action to:  
o Create a more inclusive culture 
o Develop diverse talent 
o Advance diverse partnerships 
o Advance equitable communities 
o Listen deeply and report progress 

 Specifically include diverse candidates in every external executive officer and Board director search. 

 Disclose EEO-1 data annually.  
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Shareholder Rights  

 Annual director election. 

 Simple majority standard for uncontested director elections and plurality in contested elections.  

 No poison pill. 

 Shareholders have the right to call a special meeting. 

 Robust, long-standing shareholder engagement program with regular engagements, including with 
independent directors, to better understand shareholders’ perspectives and concerns on a broad array of 
topics, such as corporate governance and ESG matters. 

 Adopted proxy access for director nominees, enabling a shareholder, or group of up to 20 shareholders, 
holding 3% of the Company’s common shares for at least three years to nominate candidates for the greater 
of two seats or 20% of Board nominees.  

Compensation Governance  

 Robust clawback and recoupment policy. 

 Pay program tied to performance and business strategy. 

 Majority of pay is long-term and at-risk with no guaranteed bonuses or salary increases. 

 Stock ownership guidelines align executive and director interests with those of shareholders. 

 Prohibition on all hedging, pledging, and short sales of Kroger securities by directors and executive 
officers.  

 No tax gross-up payments to executives.  

Environmental, Social, & Governance Strategy 

Kroger’s Environmental, Social & Governance Strategy is called Thriving Together. This strategy reflects the 
evolution of the Company’s long history of operating responsibly, advancing economic opportunity and 
sustainability in our own operations and supply chain, and giving back meaningfully to our communities.  

Our ESG objective is to achieve positive and lasting change through a shared-value framework that benefits 
people and our planet and creates more resilient systems for the future. The centerpiece of Kroger’s ESG strategy is 
our Zero Hunger | Zero Waste social and environmental impact plan. Introduced five years ago, Zero Hunger | Zero 
Waste is an industry-leading platform for collective action and systems change at global, national, and local levels.  

Our ESG strategy aims to address material topics of importance to our business and key stakeholders, including 
our associates, customers, shareholders, and others. Key ESG topics — informed by a structured materiality 
assessment and engagement with our shareholders and other stakeholders — align to three strategic pillars: People, 
Planet and Systems. Please see more details here in Kroger’s annual ESG Report: https://www.thekrogerco.com/wp-
content/uploads/2022/08/Kroger-Co-2022-ESG-Report.pdf. The information on, or accessible through, this website 
is not part of, or incorporated by reference into, this proxy statement.  
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People — Our Aspiration: Help billions live healthier, more sustainable lifestyles  

Food Access, Health, & Nutrition  

Kroger’s brand promise, Fresh for Everyone, reflects our belief that everyone should have access to affordable, 
fresh food. We are committed to food and product safety and to improving food access, food security, and health 
and nutrition for all. Protecting our associates’ and customers’ health and safety and enhancing our shopping 
experience are also key focus areas.  

 Kroger associates have rescued more than 575 million pounds of wholesome surplus food to help end 
hunger since introducing Zero Hunger | Zero Waste. 

 In the same period, Kroger directed a total of $1.2 billion in charitable giving for hunger relief in our 
communities. 

 With food and funds combined, Kroger directed 2.8 billion meals to our communities since 2017, well 
ahead of our goal of 3 billion meals by 2025.  

Just & Inclusive Economy  

We offer access to employment, benefits, and more, providing good jobs for individuals ages 15 to 95 with a 
wide range of experience, skills, and career aspirations. In 2020, Kroger introduced our Framework for Action: 
Diversity, Equity, & Inclusion, a 10-point plan with short- and long-term steps to accelerate and promote greater 
change in the workplace and communities we serve.  

 Since 2020, Kroger has trained 661,000 leaders and associates in diversity, equity, & inclusion, including 
Unconscious Bias training. 

 We achieved nearly $4 billion in diverse supplier spend annually, on track to our goal of $10 billion 
annually by 2030. 

 Kroger achieved a perfect score of 100 on the Human Rights Campaign Corporate Equality Index for the 
fourth consecutive year and was listed among the Best Places to Work for Disability Inclusion by the 
Disability Equality Index. 

 The Kroger Co. Foundation established a $5 million Racial Equity Fund and subsequently increased 
funding to $10M to support organizations driving change at national and local levels. To date, the fund has 
directed a total of $5.7 million in grants to nonprofit organizations advancing meaningful change in our 
communities.   

Planet — Our Aspiration: Protect and restore natural resources for a brighter future  

Climate Impact  

Kroger is committed to reducing the impact of our business on the climate and assessing the potential future 
risk of a changing climate to our business operations. We support the transition to a lower-carbon economy by 
investing in energy efficiency and renewable energy and by reducing greenhouse gas (GHG) emissions and food 
waste.  

 Kroger’s current commitment is to reduce Scope 1 and 2 GHG emissions by 30% by 2030 using a 2018 
baseline. Reflecting updated guidance from the Intergovernmental Panel on Climate Change and the 
Science Based Targets initiative (SBTi), Kroger is in the process of resetting this target to be more 
ambitious and align to a 1.5⁰C scenario. 

 In addition, Kroger is conducting analysis to inform a new Scope 3 target to reduce GHG emissions in our 
value chain. We expect to complete the goal-setting process in early 2024. To align with SBTi guidance, 
Kroger is also setting a new Forest, Land, and Agriculture (FLAG) target to further reduce emissions in 
land-intensive sectors like food and agricultural production. 

 Reducing food waste is another way Kroger is helping reduce climate impacts. In 2021, we reduced retail 
food waste generated and improved retail food waste diversion from landfill to 48.8% through our Zero 
Hunger | Zero Waste plan, on the path to achieving 95%+ diversion by 2025.  
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Resource Conservation  
As a responsible business, we conserve natural resources to help safeguard people and our planet. Our current 

goal is to divert 90% or more of waste from landfills company-wide by 2025 and to identify alternative methods of 
waste management.  

 We have a comprehensive set of sustainable packaging goals that include seeking to achieve 100% 
recyclable, reusable, or compostable packaging for Our Brands products by 2030. In 2022, we completed 
an Our Brands packaging footprint and baseline to inform our roadmap to 2030. 

 Kroger partnered with TerraCycle to launch a first-of-its-kind recycling program for flexible plastic 
packaging across the Our Brands portfolio. Now, Kroger customers can collect flexible snack and chip 
bags, pouches, pet food packaging, and more — items typically not eligible for curbside recycling — for 
easy and free mail-in recycling. 

 In 2022, Kroger also conducted a six-month pilot with the innovative Loop reusable consumer product 
packaging platform at 25 Fred Meyer stores in the Portland, Oregon, area. We plan to publish a report 
outlining what may be needed to achieve commercial scale with reusable packaging in the future. 

 To support more sustainable agriculture, Kroger offers an expanding selection of natural, organic, free-
from, and plant-based products, including our popular Simple Truth® product line. The company also is in 
the process of developing a sustainable agriculture commitment for its fresh produce supply chain.  

Systems — Our Aspiration: Build more responsible and inclusive global systems  

Business Integration  
Kroger is committed to strong corporate and ESG governance. Business and functional leaders are engaged in 

our ESG strategy and accountable for results. Operationalizing ESG is a journey; however, we believe our 
centralized structure, vertical integration and commitment to responsible sourcing enables our progress.  

 We are committed to Board refreshment and diversity, with five of 11 directors being women, including the 
chairs of the Audit, Finance, and Public Responsibilities Committees. 

 The Public Responsibilities Committee meets three times a year to discuss progress related to the 
company’s ESG strategy and key topics. In 2022, areas of focused engagement included Kroger’s GHG 
emissions reduction roadmap and approach to responsible sourcing. 

 A core ESG team leads internal cross-functional working groups focused on policy, issues management and 
strategy implementation for key ESG topics, including food and product access and affordability, climate 
impacts, sustainable packaging, and supply chain accountability.  

Responsible & Resilient Systems  
Kroger is part of – and dependent on – an interconnected global food system and consumer goods supply chain. 

A renewed focus on these natural systems and the policies and practices governing them will help protect our planet 
and workers whose livelihoods depend on a resilient and responsible supply chain. 

 Kroger continues to advance its commitment to align our human rights practice with the UN Guiding 
Principles on Business and Human Rights and develop a comprehensive human rights due diligence 
framework. In the past year, Kroger conducted two human rights impact assessments in different sectors of 
our global supply chain. 

 We continue to offer a wide assortment of Fair Trade Certified products in the Our Brands assortment to 
support communities around the world. 

 Kroger continues to transition the foundation of our animal welfare policy to the Five Domains of Animal 
Welfare, an internationally respected approach that emphasizes current animal science and outcome-based 
standards. We are working with our suppliers to measure and report progress toward our goals. 

 Our long-standing commitment to seafood sustainability includes partnerships and programs aimed at 
improving marine ecosystems through conservation and fishery improvement practices. 

 Kroger’s No-Deforestation Commitment for Our Brands aims to address deforestation impacts in higher-
risk supply chains, such as palm oil, pulp and paper, soy, and beef. 
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Proposals to Shareholders  

Item No. 1. Election of Directors  

You are being asked to elect 11 director nominees for a one-year term.  

 

FOR   The Board of Directors unanimously recommends that you vote “FOR ALL” of Kroger’s director 
nominees. 
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As of the date of this proxy statement, Kroger’s Board of Directors consists of 11 members. All nominees, if 
elected at the 2023 Annual Meeting, will serve until the annual meeting in 2024 or until his or her successors have 
been elected by the shareholders or by the Board pursuant to Kroger’s Regulations, and qualified. Each of our 
director nominees identified in this proxy statement has consented to being named as a nominee in our proxy 
materials and has accepted the nomination and agreed to serve as a director if elected by Kroger’s shareholders.  

Kroger’s Articles of Incorporation provide that the vote required for election of a director nominee by the 
shareholders, except in a contested election or when cumulative voting is in effect, is the affirmative vote of a 
majority of the votes cast for or against the election of a nominee.  

The Committee memberships stated below are those in effect as of the date of this proxy statement. The 
experience, qualifications, attributes, and skills that led the Corporate Governance Committee and the Board to 
conclude that the following individuals should serve as directors are set forth opposite each individual’s name. In 
addition, all of our Director Nominees demonstrate the following qualities:  

Key Attributes and Skills of All Kroger Director Nominees 

 Intellectual and analytical skills 
 High integrity and business ethics 
 Strength of character and judgement 
 Ability to devote significant time to Board 

duties 
 Desire and ability to continually build expertise 

in emerging areas of strategic focus for our 
Company 

 Demonstrated focus on promoting equality 

 Business and professional achievements 
 Ability to represent the interests of all shareholders 
 Knowledge of corporate governance matters 
 Understanding of the advisory and proactive 

oversight responsibility of our Board 
 Comprehension of their his or her as a public 

company director and the fiduciary duties owed to 
shareholders 

 Ability to work cooperatively with other members 
of the board 
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YOUR VOTE IS EXTREMELY IMPORTANT. The Board of Directors unanimously recommends a vote 
“FOR ALL” of Kroger’s director nominees.  

Board Succession Planning and Refreshment Mechanisms  

Board succession planning is an ongoing, year-round process. The Corporate Governance Committee 
recognizes the importance of thoughtful Board refreshment and engages in a continuing process of identifying 
attributes sought for future Board members. The Corporate Governance Committee takes into account the Board and 
Committee evaluations regarding the specific qualities, skills, and experiences that would contribute to overall 
Board and Committee effectiveness, as well as the future needs of the Board and its Committees in light of Kroger’s 
current and long-term business strategies, and the skills and qualifications of directors who are expected to retire in 
the future including as a result of our Board retirement policy, which requires directors to retire at the annual 
meeting following their 72nd birthday.  

Outside Board Service  

No director who is an officer of the Company may serve as a director of another company without the approval 
of the Corporate Governance Committee. Directors who are not officers of the Company may not serve as a director 
of another company if in so doing such service would interfere with the director’s ability to properly perform his or 
her responsibilities on behalf of the Company and its shareholders, as determined by the Corporate Governance 
Committee. None of our current directors serve on more than three public company Boards, including Kroger’s 
Board.  

Board Diversity  

Our director nominees reflect a wide array of experience, skills, and backgrounds. Each director is individually 
qualified to make unique and substantial contributions to Kroger. Collectively, our directors’ diverse viewpoints and 
independent-mindedness enhance the quality and effectiveness of Board deliberations and decision-making. Our 
Board is a dynamic group of new and experienced members, which reflects an appropriate balance of institutional 
knowledge and fresh perspectives about Kroger due to the varied length of tenure on the Board. We believe this 
blend of qualifications, attributes, and tenure enables highly effective Board leadership.  

The Corporate Governance Committee considers racial, ethnic, and gender diversity to be important elements 
in promoting full, open, and balanced deliberations of issues presented to the Board. When evaluating potential 
nominees to our Board, the Corporate Governance Committee considers director candidates who would help the 
Board reflect the diversity of our shareholders, associates, customers, and the communities in which we operate, 
including by considering their geographic locations to align directors’ physical locations with Kroger’s operating 
areas where possible. In connection with the use of a third-party search firm to identify candidates for Board 
positions, the Corporate Governance Committee instructs the third-party search firm to include in its initial list 
qualified female and racially/ethnically diverse candidates. Four of our 11 director nominees self-identify as 
racially/ethnically diverse: Mr. Brown and Ms. Gates self-identify as Black/African American and Ms. Chao and 
Mr. Vemuri self-identify as Asian. Five of our 11 directors are women. 

The Corporate Governance Committee believes that it has been successful in its efforts to promote gender and 
ethnic diversity on our Board. Further, the Board aims to foster a diverse and inclusive culture throughout the 
Company and believes that the Board nominees are well suited to do so. The Corporate Governance Committee and 
Board believe that our director nominees for election at our 2023 Annual Meeting bring to our Board a variety of 
different experiences, skills, and qualifications that contribute to a well-functioning diverse Board that effectively 
oversees the Company’s strategy and management. The charts below show the diversity of our director nominees 
and the skills and experience that we consider important for our directors in light of our current business, strategy, 
and structure:  
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Information Concerning the Board of Directors  

Board Leadership Structure and Independent Lead Director  

Kroger has a governance structure in which independent directors exercise meaningful and rigorous oversight. 
The Board’s leadership structure, in particular, is designed with those principles in mind and to allow the Board to 
evaluate its needs and determine, from time to time, who should lead the Board. Our Corporate Governance 
Guidelines (the “Guidelines”) provide the flexibility for the Board to modify our leadership structure in the future as 
appropriate. We believe that Kroger is well-served by this flexible leadership structure.  

In order to promote thoughtful oversight, independence, and overall effectiveness, the Board’s leadership 
includes Mr. McMullen, our Chairman and CEO, and an independent Lead Director designated by the Board among 
the independent directors. The Lead Director works with the Chairman to share governance responsibilities, 
facilitate the development of Kroger’s strategy, and grow shareholder value. The Lead Director serves a variety of 
roles, consistent with current best practices, including:  

 reviewing and approving Board meeting agendas, materials, and schedules to confirm that the appropriate 
topics are reviewed, with sufficient information provided to directors on each topic and appropriate time is 
allocated to each; 

 serving as the principal liaison between the Chairman, management, and the independent directors;  
 presiding at the executive sessions of independent directors and at all other meetings of the Board at which 

the Chairman is not present; 
 calling meetings of independent directors at any time; and 
 serving as the Board’s representative for any consultation and direct communication, following a request, 

with major shareholders.  

The independent Lead Director carries out these responsibilities in numerous ways, including by:  
 facilitating communication and collegiality among the Board members; 
 soliciting direct feedback from independent directors; 
 overseeing the succession planning process, including meeting with a wide range of associates including 

corporate and division management associates; 
 meeting with the CEO frequently to discuss strategy; 
 serving as a sounding Board and advisor to the CEO; 
 leading annual CEO evaluation process; and 
 discussing Company matters with other directors between meetings.  

Unless otherwise determined by the independent members of the Board, the Chair of the Corporate Governance 
Committee is designated as the Lead Director. Ronald L. Sargent, an independent director and the Chair of the 
Corporate Governance Committee, was appointed as our Board’s independent Lead Director in June 2018. 
Mr. Sargent is an effective Lead Director for Kroger due to, among other things, his:  

 independence; 
 deep strategic and operational understanding of Kroger obtained while serving as a Kroger director; 
 insight into corporate governance; 
 experience as the CEO of an international ecommerce and brick and mortar retailer; 
 experience on the Boards of other large publicly traded companies; and  
 engagement and commitment to carrying out the role and responsibilities of the Lead Director.  

With respect to the roles of Chairman and CEO, the Guidelines provide that the Board will determine whether 
it is in the best interests of Kroger and its shareholders for the roles to be combined. The Board exercises this 
judgment as it deems appropriate in light of prevailing circumstances. The Board believes that this leadership 
structure improves the Board’s ability to focus on key policy and operational issues and helps the Company operate 
in the long-term interest of shareholders. Additionally, this structure provides an effective balance between strong 
Company leadership and appropriate safeguards and oversight by independent directors. Our CEO’s strong 
background in finance, operations, and strategic partnerships is particularly important to the Board given Kroger’s 
current growth strategy. Our CEO’s consistent leadership, deep industry expertise, and extensive knowledge of the 
Company are also especially critical in the midst of the rapidly evolving retail and digital landscape. The Board 
believes that the structure of the Chairman and independent Lead Director position should continue to be considered 
as part of the succession planning process.  
  

29
PX6009-039

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 133 of 620 * PUBLIC * 



 

Annual Board Evaluation Process  

The Board and each of its Committees conduct an annual evaluation to determine whether the Board is 
functioning effectively both at the Board and at the Committee levels. As part of this annual evaluation, the Board 
assesses whether the current leadership structure and function continues to be appropriate for Kroger and its 
shareholders, including in consideration of director succession planning.  

Every year, the Board’s goal is to increase the effectiveness of the Board and the results of these evaluations 
are used for this purpose. The Board recognizes that a robust evaluation process is an essential component of strong 
corporate governance practices and ensuring Board effectiveness. The Corporate Governance Committee oversees 
an annual evaluation process led by either the Lead Independent Director or an independent third party.  

Each director completes a detailed annual evaluation of the Board and the Committees on which he or she 
serves and the Lead Director or an independent third-party conducts interviews with each of the directors. This year, 
the annual evaluation was conducted by the Lead Director. 

Topics covered include, among others: 

 The effectiveness of the Board and Board Committees and the active participation of all directors  

 The Board and Committees’ skills and experience and whether additional skills or experience are needed 

 The effectiveness of Board and Committee meetings, including the frequency of the meetings  

 Board interaction with management, including the level of access to management, and the responsiveness 
of management  

 The effectiveness of the Board’s evaluation of management performance  

 Additional subject matters the Board would like to see presented at their meetings or Committee meetings  

 Board’s governance procedures  

 The culture of the Board to promote participation in a meaningful and constructive way  

The results of this Board evaluation are discussed by the full Board and each Committee, as applicable, and 
changes to the Board’s and its Committees’ practices are implemented as appropriate.  

Over the past several years, this evaluation process has contributed to various enhancements in the way the 
Board and the Committees operate, including increased focus on continuous Board refreshment and diversity of its 
members as well as ensuring that Board and Committee agendas are appropriately focused on strategic priorities and 
provide adequate time for director discussion and input.  
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Shareholder Engagement  

Maintaining ongoing relationships with our shareholders, and understanding our shareholders’ views, is a 
priority for both our Board and management team. We have a longstanding history of engaging with our 
shareholders and through our investor relations program and our year-round governance outreach program, 
including participation for our independent directors. In 2022, under the direction of the Board, we requested 
engagement meetings with 34 shareholders representing 48% of our outstanding shares and subsequently met with 
18 shareholders representing 41% of our outstanding shares (many of those shareholders we met with more than 
once). Some investors we contacted either did not respond or confirmed that a discussion was not needed at that 
time.  

 
We conduct shareholder outreach throughout the year to engage with shareholders on issues that are important 

to them and us. During these engagements we discussed and solicited feedback on a range of topics, which informed 
Board discussions and decisions, including but not limited to:  

Business Strategy  
 Kroger’s growth strategy, priorities, and value drivers  
 Our strong value creation model and recent performance  

ESG Practices & Disclosures  
 Discussions with socially conscious investors and NGOs helped inform our new ESG strategy and long-

term commitments  
 Thriving Together, Kroger’s ESG strategy, including long-term environmental sustainability, social impact, 

and responsible sourcing commitments, progress updates, and steps being taken to achieve our ambitious 
goals  

 Board oversight of ESG strategy and updated Committee responsibilities  
 Kroger’s ESG reporting and disclosures, including our alignment with the TCFD, SASB, and GRI 

reporting frameworks  
 The centerpiece of our ESG strategy is Zero Hunger | Zero Waste, an industry-leading platform for 

collective action and systems change to end hunger in our communities and eliminate waste across our 
company  

Human Capital Management  
 Our DE&I Framework for Action and steps we are taking to ensure our workforce reflects the communities 

we serve 
 Our focus on our associates’ well-being, including increasing our average hourly associate wage, 

comprehensive benefits, and opportunities for internal progression and leadership development training  
 Workforce diversity reporting, including EEO-1 demographic disclosure  
 Robust Board oversight of human rights in our supply chain  
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Compensation Structure  
 Overview of compensation program design and alignment of pay and performance  
 Consideration of short- and long-term metrics, including financial and non-financial metrics, such as ESG 

metrics  
 The balance of equity and cash compensation, as well as fixed versus at risk compensation  

Board and Board Oversight  
 Our Board’s approach to board refreshment considering diversity, balance of tenure, and alignment of 

board skills and experience with Kroger’s current and long-term business strategies  
 Board and Committee responsibilities for oversight of ESG priorities, and approach to risk management  

Discussions with socially conscious investors and NGOs helped inform our ESG strategy and long-term 
commitments. Overall shareholders expressed appreciation for the opportunity to have an ongoing discussion and 
were complementary of Kroger’s ESG practices. Specifically, shareholders recognized the actions we took to 
formalize our ESG strategy, Thriving Together, and how our Board oversees this strategy, including our ESG targets 
and initiatives. These conversations provided valuable insights into our shareholders’ evolving perspectives, which 
were shared with our full Board.  

Board’s Response to Shareholder Proposals  

Accountability to our shareholders continues to be an important component of our success. We actively engage 
with our shareholder proponents. Every year, following our Annual Shareholders’ Meeting, our Corporate 
Governance Committee considers the voting outcomes for shareholder proposals. In addition, our Corporate 
Governance Committee and other Committees, as appropriate, consider proposed courses of action in light of the 
voting outcomes for shareholder proposals under their oversight, as well as feedback provided directly from our 
shareholders.  

Director Nominee Selection Process  

The Corporate Governance Committee is responsible for recommending to the Board a slate of nominees for 
election at each annual meeting of shareholders. The Corporate Governance Committee recruits candidates for 
Board membership through its own efforts and through recommendations from other directors and shareholders. In 
addition, the Corporate Governance Committee retains an independent, third-party search firm to assist in 
identifying and recruiting director candidates who meet the criteria established by the Corporate Governance 
Committee.  

These criteria are:  
 demonstrated ability in fields considered to be of value to the Board, including business management, 

retail, consumer, operations, technology, financial, sustainability, manufacturing, public service, education, 
science, law, and government; 

 experience in high growth companies and nominees whose business experience can help the Company 
innovate and derive new value from existing assets; 

 highest standards of personal character and conduct; 
 willingness to fulfil the obligations of directors and to make the contribution of which he or she is capable, 

including regular attendance and participation at Board and Committee meetings, and preparation for all 
meetings, including review of all meeting materials provided in advance of the meeting; and  

 ability to understand the perspectives of Kroger’s customers, taking into consideration the diversity of our 
customers, including regional and geographic differences.  
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Additionally, in connection with the use of an independent, third-party search firm to identify director 
candidates, the Corporate Governance Committee will instruct the firm to include in its initial list qualified female 
and racially/ethnically diverse candidates.  

The Corporate Governance Committee also considers diversity, as discussed in detail under “Board Diversity” 
above, and the specific experience and abilities of director candidates in light of our current business, strategy, and 
structure, and the current or expected needs of the Board in its identification and recruitment of director candidates.  

The criteria for Board membership applied by the Corporate Governance Committee in its evaluation of 
potential Board members does not vary based on whether a candidate is recommended by our directors, a third-party 
search firm, or shareholders.  

 

Candidates Nominated by Shareholders  

The Corporate Governance Committee will consider shareholder recommendations for director nominees for 
election to the Board. If shareholders wish to nominate a person or persons for election to the Board at our 2024 
annual meeting, written notice must be submitted to Kroger’s Secretary, and received at our executive offices, in 
accordance with Kroger’s Regulations, not later than March 28, 2024. Such notice should include the name, age, 
business address, and residence address of such person, the principal occupation or employment of such person, the 
number of Kroger common shares owned of record or beneficially by such person and any other information relating 
to the person that would be required to be included in a proxy statement relating to the election of directors. The 
Secretary will forward the information to the Corporate Governance Committee for its consideration. The Corporate 
Governance Committee will use the same criteria in evaluating candidates submitted by shareholders as it uses in 
evaluating candidates identified by the Corporate Governance Committee, as described above. See “Director 
Nominee Selection Process.”  

Additionally, to comply with the universal proxy rules, shareholders who intend to solicit proxies in support of 
director nominees other than our nominees must provide notice to Kroger’s Secretary that sets forth the information 
required by Rule 14a-19 of the Exchange Act no later than April 23, 2024, and must comply with the additional 
requirements of Rule 14a-19(b).  

Eligible shareholders have the ability to submit director nominees for inclusion in our proxy statement for the 
2024 annual meeting of shareholders. To be eligible, shareholders must have owned at least 3% of our common 
shares for at least three years. Up to 20 shareholders are able to aggregate for this purpose. Nominations must be 
submitted to our Corporate Secretary at our principal executive offices no earlier than December 14, 2023 and no 
later than January 13, 2024.  

Corporate Governance Guidelines  

The Board has adopted the Guidelines, which provide a framework for the Board’s governance and oversight of 
the Company. The Guidelines are available on our website at ir.kroger.com under Investors — Governance —
Corporate Governance Guidelines. Shareholders may also obtain a copy of the Guidelines, at no cost, by making a 
written request to Kroger’s Secretary at our executive offices. Certain key principles addressed in the Guidelines are 
summarized below.  
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Independence  

The Board has determined that all of the current independent directors and nominees have no material 
relationships with Kroger and satisfy the criteria for independence set forth in Rule 303A.02 of the NYSE Listed 
Company Manual. Therefore, all independent directors and nominees are independent for purposes of the NYSE 
listing standards. The Board made its determination based on information furnished to the Company by each of the 
directors regarding their relationships with Kroger and its management, and other relevant information. The Board 
considered, among other things, that  

 the value of any business transactions between Kroger and entities with which the directors are affiliated 
falls below the thresholds identified by the NYSE listing standards, and 

 no directors had any material relationships with Kroger other than serving on our Board.  

Audit Committee Independence and Expertise  

The Board has determined that Anne Gates, Karen M. Hoguet, Ronald L. Sargent, and Ashok Vemuri, 
independent directors, each of whom is a member of the Audit Committee, are “Audit Committee financial experts” 
as defined by applicable Securities and Exchange Commission (“SEC”) regulations and that all members of the 
Audit Committee are “financially literate” as that term is used in the NYSE listing standards and are independent in 
accordance with Rule 10A-3 of the Securities Exchange Act of 1934.  

Code of Ethics  

The Board has adopted The Kroger Co. Policy on Business Ethics, applicable to all officers, associates, and 
directors, including Kroger’s principal executive, financial, and accounting officers. The Policy on Business Ethics 
is available on our website at ir.kroger.com under Investors — Governance — Policy on Business Ethics. 
Shareholders may also obtain a copy of the Policy on Business Ethics by making a written request to Kroger’s 
Secretary at our executive offices.  

Communications with the Board  

The Board has established two separate mechanisms for shareholders and interested parties to communicate 
with the Board. Any shareholder or interested party who has concerns regarding accounting, improper use of Kroger 
assets, or ethical improprieties may report these concerns via the toll-free hotline (800-689-4609) or website 
(ethicspoint.com) established by the Board’s Audit Committee. The concerns are investigated by Kroger’s Vice 
President, Chief Ethics and Compliance Officer, and the Vice President of Internal Audit and reported to the Audit 
Committee as deemed appropriate.  

Shareholders or interested parties also may communicate with the Board in writing directed to Kroger’s 
Secretary at our executive offices. Communications relating to personnel issues, ordinary business operations, or 
companies seeking to do business with us, will be forwarded to the business unit of Kroger that the Secretary deems 
appropriate. Other communications will be forwarded to the Chair of the Corporate Governance Committee for 
further consideration. The Chair of the Corporate Governance Committee will take such action as he or she deems 
appropriate, which may include referral to the full Corporate Governance Committee or the entire Board.  

Executive Officer Succession Planning  

The Guidelines provide that the Compensation Committee will review Company policies and programs for 
talent development and evaluation of executive officers, and will review management succession planning. In 
connection with the use of a third-party search firm to identify external candidates for executive officer positions, 
including the chief executive officer, the Board and/or the Company, as the case may be, will instruct the third-party 
search firm to include in its initial list qualified female and racially/ethnically diverse candidates.  

Attendance  

The Board held 14 meetings in fiscal year 2022. During fiscal 2022, all incumbent directors attended at least 
75% of the aggregate number of meetings of the Board and Committees on which that director served. Members of 
the Board are expected to use their best efforts to attend all annual meetings of shareholders. All Board members 
attended last year’s virtual annual meeting.  
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Independent Compensation Consultants  

The Compensation Committee directly engages a compensation consultant to advise the Compensation 
Committee in the design of Kroger’s executive compensation. The Committee retained Korn Ferry Hay (US) (“Korn 
Ferry”) beginning in December 2017. Retained by – and reporting directly to – the Compensation Committee, Korn 
Ferry provided the Committee with assistance in evaluating Kroger’s executive compensation programs and 
policies.  

In fiscal 2022, Kroger paid Korn Ferry $402,007 for work performed for the Compensation Committee. 
Kroger, on management’s recommendation, retained Korn Ferry to provide other services for Kroger in fiscal 2022 
for which Kroger paid $69,500. These other services primarily related to salary surveys, benchmarking, integrated 
reporting, and operational finance review. The Compensation Committee expressly approved Korn Ferry performing 
these additional services. After taking into consideration the NYSE’s independence standards and the SEC rules, the 
Compensation Committee determined that Korn Ferry was independent, and their work has not raised any conflict of 
interest.  

The Compensation Committee may engage an additional compensation consultant from time to time as it 
deems advisable.  

Compensation Committee Interlocks and Insider Participation  

No member of the Compensation Committee was an officer or associate of Kroger during fiscal 2022, and no 
member of the Compensation Committee is a former officer of Kroger or was a party to any related person 
transaction involving Kroger required to be disclosed under Item 404 of Regulation S-K. During fiscal 2022, none of 
our executive officers served on the Board of directors or on the compensation Committee of any other entity that 
has or had executive officers serving as a member of Kroger’s Board of Directors or Compensation Committee of 
the Board.  

The Board’s Role in Risk Oversight  

While risk management is primarily the responsibility of Kroger’s management team, the Board is responsible 
for strategic planning and overall supervision of our risk management activities. The Board’s oversight of the 
material risks faced by Kroger occurs at both the full Board level and at the Committee level, each of which may 
engage advisors and experts from time to time to provide advice and counsel on risk-related matters.  

We believe that our approach to risk oversight optimizes our ability to assess inter-relationships among the 
various risks, make informed cost-benefit decisions, and approach emerging risks in a proactive manner for Kroger. 
We also believe that our risk oversight structure complements our current Board leadership structure, as it allows 
our independent directors, through the five fully independent Board Committees, and in executive sessions of 
independent directors led by the Lead Director, to exercise effective oversight of the actions of management’s 
identification of risk and implementation of effective risk management policies and controls.  

The Board receives presentations throughout the year from various department and business unit leaders that 
include discussion of significant risks, including newly identified and evolving high priority risks. When new risks 
are identified, management conducts, and either the full Board or the appropriate Board committee reviews and 
discusses, an enterprise risk assessment related to such new risks which may include human capital, supply chain, 
associate and customer health and safety, legal, regulatory, and other risks. Management and the Board then discuss 
the relative severity of each category of risk as well as mitigating actions and considerations relating to disclosures 
of material risks.  

At each Board meeting, the CEO addresses matters of particular importance or concern, including any 
significant areas of risk, such as newly identified risks, that require Board attention. Additionally, through dedicated 
sessions focusing entirely on corporate strategy, the full Board reviews in detail Kroger’s short- and long-term 
strategies, including consideration of significant risks facing Kroger – either immediately or longer term – and their 
potential impact. The independent directors, in executive sessions led by the Lead Director, address matters of 
particular concern, including significant areas of risk, that warrant further discussion or consideration outside the 
presence of Kroger employees. At the committee level, reports are given by management subject matter experts to 
each Committee on risks within the scope of their charters. Each Committee reports to the full Board at each 
meeting, including any areas of risk discussed by the Committee.  

The Audit Committee has oversight responsibility not only for financial reporting of Kroger’s major financial 
exposures and the steps management has taken to monitor and control those exposures, but also for the effectiveness 
of management’s processes that monitor and manage key business risks facing Kroger, as well as the major areas of 
risk exposure, and management’s efforts to monitor and control the major areas of risk exposure. The Audit 
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Committee incorporates its risk oversight function into its regular reports to the Board and also discusses with 
management its policies with respect to risk assessment and risk management.  

Our Vice President, Chief Ethics and Compliance Officer provides regular updates to the Audit Committee on 
our compliance risks and actions taken to mitigate that risk. In addition, the Audit Committee is charged with 
oversight of data privacy and cybersecurity risks. Protection of our customers’ data is a fundamental priority for our 
Board and management team. Our Chief Information Officer and our Chief Information Security Officer provide 
updates at each quarterly Committee meeting on our cybersecurity risks and actions taken to mitigate that risk to the 
Audit Committee and meet with the full Board at least annually. The Chief Information Security Officer reports on 
compliance and regulatory issues, continuously evolving threats and mitigating actions, and presents a NIST 
Cybersecurity Framework Scorecard to the Audit Committee. In overseeing cybersecurity risks, the Audit 
Committee focuses on thematic issues within an aggregated strategic lens and uses a risk-based approach. Oversight 
of cybersecurity risk incorporates strategy metrics, third party assessments, and internal audit and controls. Finally, 
an independent third party also regularly reports to the Audit Committee/Board on cybersecurity and outside counsel 
advises the Board about best practices for cybersecurity oversight by the Board, and the evolution of that oversight 
over time. Management also reports on strategic key risk indicators, ongoing initiatives, and significant incidents 
and their impact.  

Board Oversight of Environmental, Sustainability, and Governance 

We are aligned with the desire of our customers, associates, and shareholders to engage in our communities and 
reduce our impacts on the environment while continuing to create positive economic value over the long-term. 
Given the breadth of topics and their importance to us, all of our Board Committees have direct oversight of 
environmental, social, and governance topics. ESG topics our Board Committees oversee are as follows:  

 
Audit   Legal & Regulatory 

 Ethics 
 Operational and Third-Party Compliance 
 Data Privacy & Cyber Security 
 Financial Integrity  

Compensation & Talent 
Development  

 Human Capital Management 
 Talent Development 
 Executive Compensation 
 Diversity, Equity & Inclusion  

Corporate Governance   Board recruitment/diversity 
 Board succession 
 Shareholder engagement program 
 Shareholder advisory votes & shareholder proposals 
 Independent director compensation  

Finance  Capital spending to ensure consistency with ESG strategy and goals 

Public Responsibilities   Environmental Sustainability 
 Climate Impacts 
 Packaging 
 Food Waste (Zero Waste) 

 Social Impact 
 Food Access and Affordability (Zero Hunger) 
 Local Communities  
 Philanthropy 
 Responsible Sourcing 

 Human Rights 
 Animal Welfare 

 Safety 
 Food 
 People 
 Pharmacy 

 Advocacy & Public Policy 
 Government Relations 
 Political action (KroPAC) 

 Communications & Brand Stewardship 
 Associate & External Communications 

 Stakeholder Relations 
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Our commitment to ESG matters is not new. Our Public Responsibilities Committee was established in 1977. 
For the past 16 years, our Company has prepared and produced an annual report describing our progress and 
initiatives regarding sustainability and other ESG matters. For the most recent information regarding our ESG 
initiatives and related matters, please visit https://www.thekrogerco.com/esgreport/.  The information on, or 
accessible through, this website is not part of, or incorporated by reference into, this proxy statement.  

In addition, our full Board oversees issues related to diversity and inclusion within the Kroger workplace. 
Diversity and inclusion have been deeply rooted in Kroger’s values for decades. We are committed to fostering an 
environment of inclusion in the workplace, marketplace, and workforce where the diversity of cultures, 
backgrounds, experiences, perspectives, and ideas are valued and appreciated. Kroger’s corporate team and retail 
divisions have strategic collaborations with universities, educational institutions, and community organizations to 
improve how we attract candidates from all backgrounds and ethnicities for jobs at all levels. Diversity and inclusion 
will continue to be a key ingredient in feeding Kroger’s innovation, long-term sustainability, and the human spirit.  

The Kroger family of companies provides inclusion training to all management and all hourly associates. Most 
work locations (stores, plants, distribution centers, and offices) have an inclusion-focused team, called Our Promise 
team. The teams work on projects that reflect Kroger’s values, offer leaders valuable feedback and suggestions on 
improving diversity and inclusion, and facilitate communication to champion business priorities.  

Our Commitment to Diversity, Equity, & Inclusion  

Kroger’s Chief People Officer leads Human Resources & Labor Relations, which includes our Diversity, 
Equity & Inclusion team. This function — with human resources professionals in place across our lines of business 
and retail divisions — advocates for and fosters an associate experience that reflects our Values. It also monitors and 
measures progress toward goals and identifies potential opportunities for improvement.  

Kroger publicly affirmed our commitment with our Framework for Action: Diversity, Equity, & Inclusion, a 
10-point plan outlining short- and longer-term steps developed with associates and leaders to promote greater 
change in the workplace and the communities we serve. This framework outlines five focus areas: Create More 
Inclusive Culture, Develop Diverse Talent, Advance Diverse Partnerships, Advance Equitable Communities, and 
Deeply Listen and Report Progress. More details about the plan are available here: 
https://www.thekrogerco.com/community/standing-together/. The information on, or accessible through, this 
website is not part of, or incorporated by reference into, this proxy statement.  

Enabling Connections  

As part of the framework, we committed to provide inclusion training for our associates. More than 661,000 
leaders and associates have completed diversity and inclusion training since 2020. In 2020, Kroger formed an 
internal Diversity, Equity, & Inclusion Advisory Council comprised of leaders from across the organization. The 
Council works closely with our executive leadership team and other business leaders to identify opportunities and 
action steps for improvement. We also created an Associate Influencer Group to facilitate representation and input 
from all levels of the company.  

Kroger also operates 15 internal Associate Resource Groups (ARGs), or affinity groups, some of which also 
have local chapters. These groups enable stronger connections across our family of companies, lift up shared 
experiences, promote personal and professional growth, and influence business decisions. Kroger leaders sponsor 
and personally engage with the ARGs.  

Workplace Equity  

Kroger strives to attract, retain, and develop diverse leaders and associates who reflect the communities we 
serve. We offer accessible employment for a wide range of people across the country. Because of our unique 
business model, we help unlock economic opportunity for more than 430,000 people of all ages and aspirations, 
from those wanting an entry-level part-time job to graduate-degree specialists across corporate functions.  

Kroger strategically invests in our associates’ growth and movement across levels, lines of business, and 
geographies. Our goal is to shift the demographic representation of women and people of color at company-wide 
and local levels to reflect our changing country, communities, and neighborhoods. The Diversity, Equity, & 
Inclusion Advisory Council helps define aspirations for our workforce of the future.  
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Community Engagement  

As part of our Framework for Action, the Company also pledged to invest in advancing equitable communities. 
Kroger directed a total of $10 million to establish and advance The Kroger Co. Foundation’s Racial Equity Fund in 
2020. To date, the Foundation has directed $5.7 million in grants to organizations driving positive change at national 
and local levels.  

In 2022, the Foundation directed $1 million to The Asian American Foundation to support the Asian-American 
community. As part of its continuing relationship with the Thurgood Marshall College Fund, the Foundation also 
hosted its second annual Zero Hunger | Zero Waste Innovation Challenge. During the three-day business pitch 
competition with 36 students from Historically Black Colleges and Universities across the U.S., the Foundation 
awarded a total of $75,000 in scholarships. In collaboration with Proctor & Gamble, the Foundation also introduced 
the Game Changers Scholarship program and awarded $25,000 in scholarships to five diverse female students in the 
Greater Cincinnati area. 
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The Board has determined that compensation of independent directors must be competitive on an ongoing basis 
to attract and retain directors who meet the qualifications for service on the Board. Independent director 
compensation was adjusted in 2021 and will be reviewed from time to time as the Corporate Governance Committee 
deems appropriate.  

Pension Plan  

Independent directors first elected prior to July 17, 1997 receive an unfunded retirement benefit equal to the 
average cash compensation for the five calendar years preceding retirement. Only Mr. Moore is eligible for this 
benefit. Benefits begin at the later of actual retirement or age 65.  

Nonqualified Deferred Compensation  

We also maintain a deferred compensation plan for independent directors. Participants may defer up to 100% of 
their cash compensation and/or the receipt of all (and not less than all) of the annual award of incentive shares.  

Cash Deferrals  

Cash deferrals are credited to a participant’s deferred compensation account. Participants may elect from either 
or both of the following two alternative methods of determining benefits:  

• interest accrues until paid out at the rate of interest determined prior to the beginning of the deferral year to 
represent Kroger’s cost of ten-year debt; and/or  

• amounts are credited in “phantom” stock accounts and the amounts in those accounts fluctuate with the price 
of Kroger common shares.  

In both cases, deferred amounts are paid out only in cash, based on deferral options selected by the participant 
at the time the deferral elections are made. Participants can elect to have distributions made in a lump sum or in 
quarterly installments, and may make comparable elections for designated beneficiaries who receive benefits in the 
event that deferred compensation is not completely paid out upon the death of the participant.  

Incentive Share Deferrals  

Participants may also defer the receipt of all (and not less than all) of the annual award of incentive shares. 
Distributions will be made by delivery of Kroger common shares within 30 days after the date which is six months 
after the participant’s separation of service.  

Director Stock Ownership Guidelines  

Independent directors are required to own shares equivalent to five times their annual base cash retainer. For 
more details on the Stock Ownership Guidelines, see page 60.  
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Compensation Discussion and Analysis  

This Compensation Discussion and Analysis provides an overview of the elements and philosophy of our 
executive compensation program as well as how and why the Compensation Committee and our Board of Directors 
make specific compensation decisions and policies with respect to our Named Executive Officers (“NEOs”). 

Executive Summary   

 

 
We delivered exceptional performance in 2022. Kroger achieved exceptional results in 2022 as we 
executed on our Leading with Fresh and Accelerating with Digital strategy, building on record years 
in 2020 and 2021. We are delivering a fresh, affordable, and seamless shopping experience for our 
customers, with zero compromise on quality, selection, or convenience. We are delivering on our 
financial commitments through our strong, resilient Value Creation Model. In 2022, we achieved 
financial performance results of ID sales, without fuel, of 5.6%, and adjusted FIFO operating profit, 
including fuel, of $5.1 billion1.  

 
 

Our executive compensation program aligns with long-term shareholder value creation. 91% of 
our CEO’s target total direct compensation and, on average, 84% of the other NEOs’ compensation is 
at risk and performance-based, tied to achievement of performance targets that are important to our 
shareholders or our long-term share price performance.  

 

 
The annual performance incentive was earned above target reflecting our 2022 performance. 
The annual incentive program, based on a grid of identical sales, excluding fuel, and adjusted FIFO 
operating profit, including fuel, paid out at 192.40% of target. In light of macroeconomic conditions, 
including inflation, as well as the Compensation Committee’s desire to create ongoing alignment with 
shareholders and reward sustained performance beyond 2022, the Compensation Committee 
determined to structure the payout to the NEOs as follows: 150% in cash and the remaining 42.4% in 
restricted stock vesting in one year.   

 

 
The long-term performance incentive payout reflects alignment with performance over fiscal 
years 2020, 2021, and 2022. Long-term performance unit equity awards granted in 2020 and tied to 
commitments made to our investors and other stakeholders regarding long-term sales growth, 
adjusted FIFO operating profit growth, free cash flow generation, our commitment to Fresh, and 
Relative Total Shareholder Return were earned at 93.75% of target.  

 
 

We prioritized investment in our people. We strive to create a culture of opportunity for nearly 
430,000 associates and take seriously our role as a leading employer in the United States. In 2022, we 
invested more than ever in our associates by continuing to raise our average hourly wage to $18, or 
over $23, including industry-leading benefits.  

 

 
In response to our shareholder feedback, we incorporated an ESG metric focused on diversity 
and inclusion into our 2022 individual performance management program. Our core values of 
Diversity, Equity & Inclusion are incorporated into compensation decisions made for our associates 
who supervise a team of others, which range from store department leaders through our NEOs. These 
performance goals are factored into compensation decisions for these leaders, including salary 
increases and the amount of the annual grant of equity awards. 

 
1   See pages 27 – 33 of our Annual Report on Form 10-K for the fiscal year ended January 28, 2023, filed with the SEC on March 28, 2023, for a 
reconciliation of GAAP operating profit to adjusted FIFO operating profit. 

46

 

 

 

 

PX6009-056

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 150 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 151 of 620 * PUBLIC * 



 

background. These performance goals are factored into compensation decisions for these associates and senior 
officers, including salary increases and the amount of the annual grant of equity awards, consistent with our program 
design as described herein.  

2022 Compensation Program Overview  

The fixed and at-risk pay elements of the NEO compensation program are reflected in the following table and 
charts.  

 

Fiscal Year 2022 CEO Compensation  

The Compensation Committee establishes Mr. McMullen’s target direct compensation such that only 9% of his 
compensation is fixed. The remaining 91% of target compensation is at-risk, meaning that the actual compensation 
Mr. McMullen receives will depend on the extent to which the Company achieves the performance metrics set by 
the Compensation Committee, and with respect to all of the equity vehicles, the future value of Kroger common 
shares.  

The table below compares fiscal 2022 to 2021 target direct compensation. Target total direct compensation is a 
more accurate reflection of how the Compensation Committee benchmarks and establishes CEO compensation than 
the disclosure provided in the Summary Compensation Table, which includes a combination of actual base salaries 
and annual incentive compensation earned in the fiscal year, the grant date fair market value of at-risk equity 
compensation to be earned in future fiscal years, and the actuarial value of future pension benefits.  

Increases to Mr. McMullen’s pay elements shown below were based on our independent compensation 
consultant’s examination of pay levels and the Committee’s intention to achieve median pay levels among our peer 
group. Target total compensation, which is the sum of target annual compensation and target long term 
compensation is positioned around market median.  
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Retirement and Other Benefits  

Kroger maintains several defined benefit and defined contribution retirement plans for its associates. The NEOs 
participate in one or more of these plans, as well as one or more excess plans designed to make up the shortfall in 
retirement benefits created by limitations under the Internal Revenue Code (the “Code”) on benefits to highly 
compensated individuals under qualified plans. Additional details regarding certain retirement benefits available to 
the NEOs can be found below in footnote 5 to the Summary Compensation Table and the 2022 Pension Benefits 
Table and the accompanying narrative.  

Kroger also maintains an executive deferred compensation plan in which the CEO has elected to participate. 
This plan is a nonqualified plan under which participants can elect to defer up to 100% of their cash compensation 
each year. Additional details regarding our nonqualified deferred compensation plans available to the NEOs can be 
found below in the 2022 Nonqualified Deferred Compensation Table and the accompanying narrative.  

Kroger also maintains The Kroger Co. Employee Protection Plan (“KEPP”), which covers all of our 
management associates who are classified as exempt under the federal Fair Labor Standards Act and certain 
administrative or technical support personnel who are not covered by a collective bargaining agreement, with at least 
one year of service. KEPP has a double trigger change in control provision, and it provides for severance benefits 
and extended Kroger-paid health care, as well as the continuation of other benefits as described in the plan, when an 
associate is actually or constructively terminated without cause within two years following a change in control of 
Kroger (as defined in KEPP). Participants are entitled to severance pay of up to 24 months’ salary and annual 
incentive target. The actual amount is dependent upon pay level and years of service. KEPP can be amended or 
terminated by the Board at any time prior to a change in control.  

Stock option and restricted stock grant agreements with award recipients provide that those awards “vest,” with 
options becoming immediately exercisable, and restrictions on restricted stock lapsing upon a change in control as 
described in the grant agreements, but only if an associate is actually or constructively terminated without cause 
within two years following a change in control of Kroger (as defined in the grant agreement, and consistent with 
KEPP).  

None of the NEOs are party to an employment agreement.  

Perquisites  

Our NEOs receive limited perquisites as the Compensation Committee does not believe that it is necessary for 
the attraction or retention of management talent to provide executives a substantial amount of compensation in the 
form of perquisites.  

Process for Establishing Executive Compensation  

The Compensation Committee of the Board has the primary responsibility for establishing the compensation of 
our executive officers, including the NEOs, with the exception of the CEO. The Compensation Committee’s role 
regarding the CEO’s compensation is to make recommendations to the independent members of the Board; those 
members of the Board establish the CEO’s compensation.  

The Compensation Committee directly engaged Korn Ferry as a compensation consultant to advise the 
Compensation Committee in the design of compensation for executive officers and to advise with respect to the 
unique circumstances of the 2022 compensation cycle.  

Korn Ferry conducted an annual competitive assessment of executive positions at Kroger for the Compensation 
Committee. The assessment is one of several factors, as described above, on which the Compensation Committee 
determines compensation. The consultant assessed:  

• base salary;  

• target performance-based annual cash incentive;  

• target annual cash compensation (the sum of salary and annual cash incentive potential);  

• long-term incentive compensation, comprised of performance units, stock options and restricted stock; and  

• total direct compensation (the sum of target annual cash compensation and long-term compensation).  

In addition to the factors identified above, the consultant also reviewed actual payout amounts against the 
targeted amounts.  
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The consultant compared these elements against those of other companies in a group of publicly traded 
companies selected by the Compensation Committee. For 2022, our peer group consisted of:  

Albertsons 
AmerisourceBergen 
Best Buy 
Cardinal Health 
Costco Wholesale 
 

 CVS Health  
Home Depot 
Johnson & Johnson 
Lowe’s 
Procter & Gamble 
 

 Sysco  
Target 
TJX Companies 
Walgreens Boots Alliance 
Walmart 

The make-up of the compensation peer group is reviewed annually and modified as circumstances warrant. In 
addition, the Compensation Committee considered supplemental data provided by its independent compensation 
consultant from “general industry” companies, a representation the Fortune 40, excluding financial services 
companies. This data provided reference points, particularly for senior executive positions where competition for 
talent extends beyond the retail sector. The peer group includes a combination of food and drug retailers, other large 
retailers based on revenue size, and large consumer-facing companies. Median 2022 revenue for the peer group was 
$119.3 billion, compared to our 2022 revenue of $148.3 billion. 

Considering the size of Kroger in relation to other peer group companies, the Compensation Committee 
believes that salaries paid to our NEOs should be competitively positioned relative to amounts paid by peer group 
companies for comparable positions. The Compensation Committee also aims to provide an annual cash incentive 
potential to our NEOs around the market median. Actual payouts may be as low as zero if performance does not 
meet the baselines established by the Compensation Committee while superior financial performance is rewarded 
with compensation falling above the median.  

The independent members of the Board have the exclusive authority to determine the amount of the CEO’s 
compensation. In setting total compensation, the independent directors consider the median compensation of the 
peer group’s CEOs. With respect to the annual incentive plan, the independent directors make two determinations: 
(1) the annual cash incentive potential that will be multiplied by the corporate annual cash incentive 
payout percentage earned that is applicable to the NEOs and (2) the annual cash incentive amount paid to the CEO 
by retaining discretion to reduce the annual cash incentive percentage payout the CEO would otherwise receive 
under the formulaic plan. The independent directors also retain discretion to determine the form of payout, to 
include a portion in equity in place of cash.  

The Compensation Committee performs the same function and exercises the same authority as to the other 
NEOs. In its annual review of compensation for the NEOs, the Compensation Committee:  

• Conducts an annual review of all components of compensation, quantifying total compensation for the NEOs 
including a summary for each NEO of salary; performance-based annual cash incentive; and long-term 
performance-based equity comprised of performance units, stock options and restricted stock.  

• Considers internal pay equity at Kroger to ensure that the CEO is not compensated disproportionately. The 
Compensation Committee has determined that the compensation of the CEO and that of the other NEOs 
bears a reasonable relationship to the compensation levels of other executive positions at Kroger taking into 
consideration performance and differences in responsibilities.  

• Reviews a report from the Compensation Committee’s compensation consultant reflecting a comprehensive 
review of each element of pay, both annual and long-term and comparing NEO compensation with that of 
other companies, including both our peer group of competitors and a larger general industry group, to ensure 
that the Compensation Committee’s objectives of competitiveness are met.  

• Takes into account a recommendation from the CEO for salary, annual cash incentive potential and long-
term compensation awards for each of the senior officers including the other NEOs. The CEO’s 
recommendation takes into consideration the objectives established by and the reports received by the 
Compensation Committee as well as his assessment of individual job performance and contribution to our 
management team.  

The Compensation Committee does not make use of a formula, but both qualitatively and quantitatively 
considers each of the factors identified above in setting compensation.  
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Prohibition on Hedging and Pledging 

The Board adopted a policy prohibiting Kroger directors and executive officers from engaging, directly or 
indirectly, in the pledging of, hedging transactions in, or short sales of, Kroger securities.  

Section 162(m) of the Internal Revenue Code 

Prior to the effective date of the Tax Cuts and Jobs Act of 2017, Section 162(m) of the Code generally 
disallowed a federal tax deduction to public companies for compensation greater than $1 million paid in any tax year 
to specified executive officers unless the compensation was “qualified performance-based compensation” under that 
section. Pursuant to the Tax Cuts and Jobs Act of 2017, the exception for “qualified performance-based 
compensation” under Section 162(m) of the Code was eliminated with respect to all remuneration in excess of 
$1 million other than qualified performance-based compensation pursuant to a written binding contract in effect on 
November 2, 2017 or earlier which was not modified in any material respect on or after such date (the legislation 
providing for such transition rule, the “Transition Rule”).  

As a result, performance-based compensation that the Compensation Committee structured with the intent of 
qualifying as performance-based compensation under Section 162(m) prior to the change in the law may or may not 
be fully deductible, depending on the application of the Transition Rule. In addition, compensation arrangements 
structured following the change in law will be subject to the Section 162(m) limitation (without any exception for 
performance-based compensation). Consistent with its past practice, the Committee will continue to retain flexibility 
to design compensation programs that are in the best long-term interests of the Company and our shareholders, with 
deductibility of compensation being one of a variety of considerations taken into account.  

Compensation Committee Report  

The Compensation Committee has reviewed and discussed with Kroger’s management the Compensation 
Discussion and Analysis contained in this proxy statement. Based on its review and discussions with management, 
the Compensation Committee has recommended to the Board that the Compensation Discussion and Analysis be 
included in Kroger’s proxy statement and incorporated by reference into its Annual Report on Form 10-K.  

Compensation Committee: 
Clyde R. Moore, Chair 
Amanda Sourry  
Mark Sutton  
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(1) These amounts relate to the 2022 performance-based annual incentive plan. The amount listed under “Target” 

represents the annual incentive potential of the NEO. By the terms of the plan, payouts are limited to no more 
than 210% of a participant’s annual incentive potential; accordingly, the amount listed under “Maximum” is 
210% of that officer’s annual incentive potential amount. The amounts actually earned under this plan were 
paid out in March 2023; are described in the Compensation Discussion and Analysis; and are included in the 
Summary Compensation Table for 2022 in the “Non-Equity Incentive Plan Compensation” column and the 
“Stock Awards” column, and described in footnotes 1 and 3 to that table. See “2022 Annual Cash Incentive 
Plan” in CD&A for more information about the program for 2022.  

(2) These amounts represent performance units awarded under the 2022 Long-Term Incentive Plan, which covers 
performance during fiscal years 2022, 2023, and 2024. The amount listed under “Maximum” represents the 
maximum number of common shares that can be earned by the NEO under the award or 187.5% of the target 
amount. This amount is consistent with the estimate of aggregate compensation cost to be recognized by the 
Company over the three-year performance period of the award determined as of the grant date under FASB 
ASC Topic 718, excluding the effect of estimated forfeitures. The grant date fair value reported in the last 
column is based on the probable outcome of the performance conditions as of the grant date. The aggregate 
grant date fair value of these awards is included in the Summary Compensation Table for 2022 in the “Stock 
Awards” column and described in footnote 1 to that table.  

(3) These amounts represent the number of shares of restricted stock granted in 2022 as well as the number of 
shares of restricted stock granted in 2023 with respect to a portion of the 2022 Annual Incentive Plan. The 
aggregate grant date fair value reported in the last column is calculated in accordance with FASB ASC 
Topic 718. The aggregate grant date fair value of these awards is included in the Summary Compensation 
Table for 2022 in the “Stock Awards” column and described in footnote 1 to that table.  

(4) These amounts represent the number of stock options granted in 2022. Options are granted with an exercise 
price equal to the closing price of Kroger common shares on the grant date. The aggregate grant date fair value 
reported in the last column is calculated in accordance with FASB ASC Topic 718. The aggregate grant date 
fair value of these awards is included in the Summary Compensation Table for 2022 in the “Option Awards” 
column and described in footnote 2 to that table.  

 

The Compensation Committee, and the independent members of the Board in the case of the CEO, established 
the incentive potential amounts for the performance-based annual incentive awards (shown in this table as “Target”) 
and the number of performance units awarded for the long-term incentive awards (shown in this table as “Target”). 
Amounts are payable to the extent that Kroger’s actual performance meets specific performance metrics established 
by the Compensation Committee at the beginning of the performance period. There are no guaranteed or minimum 
payouts; if none of the performance metrics are achieved, then none of the award is earned and no payout is made. 
As described in the CD&A, actual earnings under the performance-based annual incentive plan may exceed the 
target amount if the Company’s performance exceeds the performance goals, but are limited to 210% of the target 
amount. The potential values for performance units awarded under the 2022-2024 Long-Term Incentive Plan are 
more particularly described in the CD&A.  

The annual restricted stock and nonqualified stock options awards granted to the NEOs vest in equal amounts 
on each of the first four anniversaries of the grant date, so long as the officer remains a Kroger associate, except for 
the restricted stock granted in March 2023 with respect to a portion of the 2022 Annual Incentive Plan which vests 
on the first anniversary of the grant date. Any dividends declared on Kroger common shares are payable on unvested 
restricted stock.  
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amounts for all subsequent years until the deferred compensation is paid out. Participants can elect to receive lump 
sum distributions or quarterly installments for periods up to ten years. Participants also can elect between lump sum 
distributions and quarterly installments to be received by designated beneficiaries if the participant dies before 
distribution of deferred compensation is completed.  

Participants may not withdraw amounts from their accounts until they leave Kroger, except that Kroger has 
discretion to approve an early distribution to a participant upon the occurrence of an unforeseen emergency. 
Participants who are “specified associates” under Section 409A of the Code, which includes the NEOs, may not 
receive a post-termination distribution for at least six months following separation. If the associate dies prior to or 
during the distribution period, the remainder of the account will be distributed to his or her designated beneficiary in 
lump sum or quarterly installments, according to the participant’s prior election.  

Potential Payments upon Termination or Change in Control  

Kroger does not have employment agreements that provide for payments to the NEOs in connection with a 
termination of employment or a change in control of Kroger. However, KEPP and award agreements for stock 
options, restricted stock and performance units provide for certain payments and benefits to participants, including 
the NEOs, in the event of a termination of employment or a change in control of Kroger, as defined in the applicable 
plan or agreement. Our pension plans and nonqualified deferred compensation plan also provide for certain 
payments and benefits to participants in the event of a termination of employment, as described above in the 2022 
Pension Benefits section and the 2022 Nonqualified Deferred Compensation section, respectively.  

The Kroger Co. Employee Protection Plan  

KEPP applies to all management associates who are classified as exempt under the federal Fair Labor 
Standards Act and to certain administrative or technical support personnel who are not covered by a collective 
bargaining agreement, with at least one year of service, including the NEOs. KEPP provides severance benefits 
when a participant’s employment is terminated actually or constructively within two years following a change in 
control of Kroger, as defined in KEPP. The actual amount of the severance benefit is dependent on pay level 
and years of service. Exempt associates, including the NEOs, are eligible for the following benefits:  

• a lump sum severance payment equal to up to 24 months of the participant’s annual base salary and target 
annual incentive potential;  

• a lump sum payment equal to the participant’s accrued and unpaid vacation, including banked vacation;  

• continued medical and dental benefits for up to 24 months and continued group term life insurance coverage 
for up to six months; and  

• up to $10,000 as reimbursement for eligible outplacement expenses.  

In the event that any payments or benefits received or to be received by an eligible associate in connection with 
a change in control or termination of employment (whether pursuant to KEPP or any other plan, arrangement or 
agreement with Kroger or any person whose actions result in a change in control) would constitute parachute 
payments within the meaning of Section 280G of the Code and would be subject to the excise tax under 
Section 4999 of the Code, then such payments and benefits will either be (i) paid in full or (ii) reduced to the 
minimum extent necessary to ensure that no portion of such payments or benefits will be subject to the excise tax, 
whichever results in the eligible associate receiving the greatest aggregate amount on an after-tax basis.  
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7. Adjusted FIFO Operating Profit equals gross profit, excluding the LIFO charge, minus OG&A, minus rent, 
and minus depreciation and amortization. For a reconciliation of non-GAAP information, see pages 27 – 33 
of our Annual Report on Form 10-K for the fiscal year ended January 28, 2023, filed with the SEC on 
March 28, 2023. 

Most Important Performance Measures 

The three measures listed below represent the most important financial performance measures used by the Company 
to link CAP to Company performance for the 2022 fiscal year, 

 Adjusted FIFO Operating Profit 
 ID sales, without fuel 
 Adjusted net earnings per diluted share attributable to The Kroger Co. 

 
For a reconciliation of non-GAAP information, see pages 27 – 33 of our Annual Report on Form 10-K for the fiscal 
year ended January 28, 2023, filed with the SEC on March 28, 2023. 
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COMPANY SELECTED METRIC – Adjusted FIFO Operating Profit 

 

 

 

NET INCOME GRAPHICAL REPRESENTATION 
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KROGER TSR GRAPHICAL REPRESENTATION 

 

CEO Pay Ratio  

As required by Section 953(b) of the Dodd-Frank Wall Street Reform and Consumer Protection Act, and 
Item 402(u) of Regulation S-K, we are providing the following information regarding the ratio of the annual total 
compensation of our Chairman and CEO, Mr. McMullen, to the annual total compensation of our median associate.  

As reported in the Summary Compensation Table, our CEO had annual total compensation for 2022 of 
$19,209,843. Using this Summary Compensation Table methodology, the annual total compensation of our median 
associate for 2022 was $28,644. As a result, we estimate that the ratio of our CEO’s annual total compensation to 
that of our median associate for fiscal 2022 was 671 to 1. Our median employee is a full-time associate in the 
Southeast region. Over half of Kroger’s associates are part-time workers.  

This pay ratio is a reasonable estimate calculated in a manner consistent with SEC rules based on our payroll 
records and the methodology described below. The SEC rules for identifying the median compensated associate and 
calculating the pay ratio based on that associate’s annual total compensation allow companies to adopt a variety of 
methodologies, to apply certain exclusions, and to make reasonable estimates and assumptions that reflect their 
compensation practices. As such, other companies may have different employment and compensation practices and 
may utilize different methodologies, exclusions, estimates and assumptions in calculating their own pay ratios. 
Therefore, the estimated pay ratio reported above may not be comparable to the pay ratios reported by other 
companies and should not be used as a basis for comparison between companies.  

We then determined the median associate’s annual total compensation using the Summary Compensation Table 
methodology as detailed in Item 402(c)(2)(x) of Regulation S-K and compared it to the annual total compensation of 
Mr. McMullen as detailed in the “Total” column of the Summary Compensation Table for 2022, to arrive at the pay 
ratio disclosed above. Due to a material increase in salary of our median associate in fiscal 2022, we identified a 
substitute median associate as permitted under SEC rules on April 3, 2023 because we reasonably believed that 
continuing to use the prior median associate would have significantly affected our CEO pay ratio disclosure and the 
CEO pay ratio would not reflect the actual ratio that was used to calculate the pay ratio.  

Compensation Policies as They Relate to Risk Management  

As part of the Compensation Committee’s review of our compensation practices, the Compensation Committee 
considers and analyzes the extent to which risks arise from such practices and their impact on Kroger’s business. As 
discussed in this Compensation Discussion and Analysis, our policies and practices for compensating associates are 
designed to, among other things, attract and retain high quality and engaged associates. In this process, the 
Compensation Committee also focuses on minimizing risk through the implementation of certain practices and 
policies, such as the executive compensation recoupment policy, which is described above. Accordingly, we do not 
believe that our compensation practices and policies create risks that are reasonably likely to have a material adverse 
effect on Kroger.  
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Item No. 2 Advisory Vote to Approve Executive Compensation  

You are being asked to vote, on an advisory basis, to approve the compensation of our NEOs.  

FOR   The Board recommends a vote FOR the approval of compensation of our NEOs. 

 
The Dodd-Frank Wall Street Reform and Consumer Protection Act, enacted in July 2010, requires that we give our 
shareholders the right to approve, on a nonbinding, advisory basis, the compensation of our NEOs as disclosed 
earlier in this proxy statement in accordance with the SEC’s rules.  

As discussed earlier in the CD&A, our compensation philosophy is to attract and retain the best management 
talent and to motivate these associates to achieve our business and financial goals. Our incentive plans are designed 
to reward the actions that lead to long-term value creation. To achieve our objectives, we seek to ensure that 
compensation is competitive and that there is a direct link between pay and performance. To do so, we are guided by 
the following principles: 

 Compensation must be designed to retract and retain the individuals to be an executive at Kroger; 

 A significant portion of pay should be performance-based, with the percentage of total pay tied to 
performance increasing proportionally with an executive’s level of responsibility;  

 Compensation should include incentive-based pay to drive performance, providing superior pay for 
superior performance, including both a short- and long-term focus;  

 Compensation policies should include an opportunity for, and a requirement of, significant equity 
ownership to align the interests of executives and shareholders;  

 Components of compensation should be tied to an evaluation of business and individual performance 
measured against metrics that directly drive our business strategy;  

 Compensation plans should provide a direct line of sight to company performance;  
 Compensation programs should be aligned with market practices; and  
 Compensation programs should serve to both motivate and retain talent.  

The vote on this resolution is not intended to address any specific element of compensation. Rather, the vote 
relates to the compensation of our NEOs as described in this proxy statement. The vote is advisory. This means that 
the vote is not binding on Kroger. The Compensation Committee of the Board is responsible for establishing 
executive compensation. In so doing, the Compensation Committee will consider, along with all other relevant 
factors, the results of this vote.  

We ask our shareholders to vote on the following resolution:  

“RESOLVED, that the compensation paid to the Company’s NEOs, as disclosed pursuant to Item 402 of 
Regulation S-K, including the Compensation Discussion and Analysis, compensation tables, and the related 
narrative discussion, is hereby APPROVED.”  

The next advisory vote will occur at our 2024 Annual Meeting subject to shareholders approving one year as 
the frequency of the advisory vote in Item No. 3 below.  

Item No. 3 Advisory Vote on the Frequency of Future Advisory Votes on Executive Compensation 

You are being asked to vote, on an advisory basis, on the frequency of future advisory votes on executive 
compensation. The Board of Directors recommends a vote of ONE YEAR for the frequency of future 
advisory votes on executive compensation.  

 The Dodd-Frank Wall Street Reform and Consumer Protection Act and Section 14A of the Securities 
Exchange Act also require that shareholders be given the right to vote, again on a nonbinding, advisory basis, for 
their preference as to how frequently we should seek future advisory votes on the compensation of our named 
executive officers.   

 When the advisory vote was last held in 2017, shareholders indicated a preference to hold the advisory vote 
on executive compensation each year and the Board implemented this standard. The Board of Directors believes that 
an advisory vote on executive compensation that occurs every year is the most appropriate alternative for Kroger 
and it therefore recommends that you vote for the one year alternative. 
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 The vote is advisory.  This means that the vote is not binding on Kroger.  Our Board of Directors will 
determine the actual voting frequency for approval of executive compensation.  In so doing the Board will consider, 
along with all other relevant factors, the results of this vote.  The Board may decide to hold an advisory vote on 
executive compensation more or less frequently than the frequency receiving the most votes cast by shareholders. 

 The proxy card provides shareholders the opportunity to choose among four options for the frequency of 
the advisory vote: every one, two, or three years, or abstain from casting a vote.  Shareholders will not be voting to 
approve or to disapprove the recommendation of the Board of Directors.  The option receiving the most affirmative 
votes will be the outcome of the advisory vote.  Broker non-votes and abstentions will have no effect on the outcome 
of this vote. 

The Board of Directors Recommends a Vote of One Year for this Proposal. 

 

Item No. 4 Ratification of the Appointment of Kroger’s Independent Auditor  

You are being asked to ratify the appointment of Kroger’s independent auditor, PricewaterhouseCoopers 
LLC.  

 

FOR   The Board recommends a vote FOR the ratification of PricewaterhouseCoopers LLP as our 
independent registered public accounting firm. 

The primary function of the Audit Committee is to assist the Board of Directors in fulfilling its oversight 
responsibilities regarding the Company’s financial reporting and accounting practices including the integrity of the 
Company’s financial statements; the Company’s compliance with legal and regulatory requirements; the 
independent public accountants’ qualifications and independence; the performance of the Company’s internal audit 
function and independent public accountants; and the preparation of the Audit Committee Report. The Audit 
Committee performs this work pursuant to a written charter approved by the Board of Directors. The Audit 
Committee charter most recently was revised during fiscal 2012 and is available on the Company’s website at 
ir.kroger.com under Investors — Governance — Committee Composition. The Audit Committee has implemented 
procedures to assist it during the course of each fiscal year in devoting the attention that is necessary and appropriate 
to each of the matters assigned to it under the Audit Committee’s charter. The Audit Committee held 5 meetings 
during fiscal year 2022.  

Selection of Independent Auditor  

The Audit Committee of the Board of Directors is directly responsible for the appointment, compensation, 
retention, and oversight of Kroger’s independent auditor, as required by law and by applicable NYSE rules. On 
March 8, 2023, the Audit Committee appointed PricewaterhouseCoopers LLP as Kroger’s independent auditor for 
the fiscal year ending January 27, 2024. PricewaterhouseCoopers LLP or its predecessor firm has been the 
Company’s independent auditor since 1929.  

In determining whether to reappoint the independent auditor, our Audit Committee:  

 Reviews PricewaterhouseCoopers LLP’s independence and performance;  

 Considers the tenure of the independent registered public accounting firm and safeguards around auditor 
independence;  

 Reviews, in advance, all non-audit services provided by PricewaterhouseCoopers LLP, specifically with 
regard to the effect on the firm’s independence;  

 Conducts an annual assessment of PricewaterhouseCoopers LLP’s performance, including an internal 
survey of their service quality by members of management and the Audit Committee;  

 Conducts regular executive sessions with PricewaterhouseCoopers LLP;  

 Conducts regular executive sessions with the Vice President of Internal Audit;  

 Considers PricewaterhouseCoopers LLP’s familiarity with our operations, businesses, accounting policies 
and practices and internal control over financial reporting;  

 Reviews candidates for the lead engagement partner in conjunction with the mandated rotation of the public 
accountants’ lead engagement partner;  
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Audit Committee Report  

Management of the Company is responsible for the preparation and presentation of the Company’s financial 
statements, the Company’s accounting and financial reporting principles and internal controls, and procedures that 
are designed to provide reasonable assurance regarding compliance with accounting standards and applicable laws 
and regulations. The independent public accountants are responsible for auditing the Company’s financial 
statements and expressing opinions as to the financial statements’ conformity with generally accepted accounting 
principles and the effectiveness of the Company’s internal control over financial reporting.  

In performing its functions, the Audit Committee:  

 Met separately with the Company’s internal auditor and PricewaterhouseCoopers LLP with and 
without management present to discuss the results of the audits, their evaluation and 
management’s assessment of the effectiveness of Kroger’s internal controls over financial 
reporting and the overall quality of the Company’s financial reporting;  

 Met separately with the Company’s Chief Financial Officer or the Company’s General Counsel 
when needed; 

 Met regularly in executive sessions;  

 Reviewed and discussed with management the audited financial statements included in our Annual 
Report;  

 Discussed with PricewaterhouseCoopers LLP the matters required to be discussed under the 
applicable requirements of the Public Company Accounting Oversight Board and the SEC; and 

 Received the written disclosures and the letter from PricewaterhouseCoopers LLP required by the 
applicable requirements of the Public Accounting Oversight Board regarding the independent 
public accountant’s communication with the Audit Committee concerning independence and 
discussed the matters related to their independence. 

Based upon the review and discussions described in this report, the Audit Committee recommended to the 
Board of Directors that the audited consolidated financial statements be included in the Company’s Annual Report 
on Form 10-K for the year ended January 28, 2022, as filed with the SEC.  

This report is submitted by the Audit Committee.  
Anne Gates, Chair 
Kevin M. Brown  
Karen M. Hoguet 
Ronald L. Sargent  
Ashok Vemuri 
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Items 5 – 9  

SHAREHOLDER PROPOSALS 

Included in this proxy statement are five separate shareholder proposals that have been submitted under SEC 
rules by shareholders who notified the company of their intention to present the proposals for voting at the 2023 
Annual Shareholders’ Meeting. Some shareholder proposals and supporting statements may contain assertions 
about Kroger that we believe are incorrect, and we have not tried to refute all such inaccuracies in the company’s 
responses. All statements and citations contained in a shareholder proposal and its supporting statements are the sole 
responsibility of the proponent of that shareholder proposal. Our company will provide the names, addresses, and 
shareholdings (to our company’s knowledge) of the proponents of any shareholder proposal upon oral or written 
request made to Corporate Secretary, The Kroger Co., 1014 Vine Street, Cincinnati, Ohio 45202-1100. The 
information on, or accessible through, Kroger’s websites or report links included in this proxy statement, including 
the statements that follow, is not part of, or incorporated by reference into, this proxy statement. 

AGAINST   The Board recommends a vote AGAINST each of the following shareholder proposals, in each 
case if properly presented at the meeting, for the reasons stated in Kroger’s statements in 
opposition following each shareholder proposal. 

Item No. 5 Shareholder Proposal – Report on Public Health Costs from Sale of Tobacco Products 

We have been advised that The Sisters of St. Francis of Philadelphia or an appointed representative, along with nine 
co-filers, will present the following proposal for consideration during the 2023 Annual Shareholders’ Meeting.   

“RESOLVED, shareholders ask that the board commission and disclose a report on the external public health costs 
created by the sale of tobacco products by our company (the “Company”) and the manner in which such costs affect 
the vast majority of its shareholders who rely on overall market returns.   

The negative health and productivity impacts from the consumption of tobacco products impose $1.2 trillion in 
social damage; tobacco’s unpriced social burden amounts to almost 3 percent of global GDP annually.1 

Yet, in spite of the Company dedicating an entire division, Kroger Health, to addressing its customers’ healthcare 
needs2, as well as the overwhelming evidence that tobacco – a known carcinogen that impairs respiratory function – 
significantly prejudices the health outcomes of smokers, and particularly smokers infected with COVID-19, the 
Company continues to sell tobacco products in its stores.   

These public health costs, year after year, are devastating to economic growth and further compound the financial 
devastation wrought by the COVID-19 pandemic.  Yet Kroger does not disclose any methodology to address the 
public health costs of its tobacco sales.  Thus, shareholders have no guidance as to costs the Company is 
externalizing and consequent economic harm.  This information is essential to shareholders, the majority of whom 
are beneficial owners with broadly diversified interests.   

But Kroger undermines its commitments to promoting good health and ultimately the interests of its diversified 
shareholders by not disclosing the social and environmental costs and risks imposed on stakeholders, even when 
these costs and risks threaten society, the economy and the performance of other companies.  All stakeholders are 
unalterably harmed when companies impose costs on the economy that lower GDP, which reduces equity value.3  
While the Company may profit by ignoring costs it externalizes, diversified shareholders will ultimately pay these 
costs, and they have a right to ask what they are.   

The Company’s disclosures do not address the issue, because they do not address the public health costs that 
Kroger’s tobacco sales impose on shareholders as diversified investors who must fund retirement, education, public 
goods and other critical social needs.  This is a separate social issue of great importance.  A report would help 
shareholders determine whether these externalized costs and the economic harm they may create ultimately serve 
their interests.”   

1 https://www.cdc.gov/tobacco/data statistics/fact sheets/economics/econ facts/index.htm  
2 Kroger Health – Business & Community Health Solutions 
3 https://www.unepfi.org/fileadmin/documents/universal ownership full.pdf  
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The Board of Directors Recommends a Vote Against This Proposal for the Following Reasons:  

Kroger takes the responsibility of selling tobacco products very seriously and has established policies and processes 
to limit the sale of these items only to customers who are legally permitted to purchase them. We offer customers a 
wide range of choices across all product categories to meet wide-ranging tastes and preferences, including food and 
discretionary items.  

The Company has the management systems and governance to limit the sale of tobacco products and to 
support choices for better health.  

The Kroger family of companies is committed to ethical and responsible behavior in all parts of our business. Our 
behavior is rooted in Our Purpose – to Feed the Human Spirit™ – and our promise to our customers. This includes 
upholding Our Values, which have been the foundation of Kroger’s culture for decades. 
 
The Audit Committee and Public Responsibilities Committee of the board of directors oversee progress in 
regulatory compliance and pharmacy safety measures.  

We recognize our responsibility as a business to support our communities and help families by making it easier for 
them to live healthier lives. We also believe in our customers’ freedom of choice, and adult customers can choose to 
purchase tobacco products understanding fully the potential health impacts.  The Company continually reviews its 
product assortment, including tobacco and tobacco cessation products.  
 
Notably, recent studies that show the percentage of U.S. adults who smoke cigarettes has reached a new low, driven 
by sharply lower smoking rates among young adults.1 Sales for both tobacco products and tobacco cessation 
products at Kroger have similarly decreased in recent years.   
 
How We Limit Tobacco Sales 
Tobacco sales, like the sales of many products, are governed by regulations, which we strictly follow. The 
Company’s Tobacco Sales Policy is designed to comply with these regulations and affirm our commitment to the 
health and welfare of our nation’s youth by reducing adolescent access to tobacco. The Policy outlines internal 
business procedures and best practices to maintain compliance at retail stores.  
 
How We Promote Health and Healthier Choices  
We aim to serve and improve health for millions of people across the country through our business operations, 
Environmental, Social and Governance Strategy – Thriving Together – and Kroger Health’s strategy and services. 

Kroger Health leads the company’s health and nutrition strategy, services and programs. It includes retail, mail 
order, central fill and specialty pharmacy operations; retail health clinics; nutrition and dietitian services; and health 
advocacy. A team of 22,000 healthcare practitioners, including pharmacists, nurse practitioners, dietitians and 
technicians, serves more than 14 million customers annually. 

We aim to support our customers and communities with tools, resources and services that advance population health 
for all. We inform our Customers and Associates about the importance of healthy lifestyles, and we equip our 
pharmacy and health clinic teams to support people trying to quit tobacco. Specifically related to the use of tobacco 
products, we:  

 Offer smoking cessation coaching programs that are available to all, including coaching through telehealth 
services; 

 
1 https://news.gallup.com/poll/405884/cigarette-smoking-rates-down-sharply-among-young-
adults.aspx#:~:text=U.S.%20Cigarette%20Smoking%20Rates%2C%20by%20Age%20Group&text=That%20dropped%20to%20an%20average,t
hose%20ages%2065%20and%20older  
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 Offer affordable prescription and over-the-counter smoking cessation products that are available to all; and   
 Encourage Associates not to use tobacco through Company health plan incentives, coverage for  

smoking cessation products, and employee assistance programs for smoking cessation.   

Kroger continues to make a wide range of health and wellness services more affordable and convenient for millions 
of customers and for local communities across the U.S. As a trusted local partner, we also provided essential support 
and services during the COVID-19 pandemic, rapidly scaling testing and vaccine distributions when needed most.  

Assessing the external public health costs related to the Company’s sale of a single category of products is not 
reasonable or practicable given the resources and expertise required to consider all externalities and related topics 
outside of our control. In light of the above, we do not believe an additional report would add meaningfully to the 
extensive body of research currently available on this subject and therefore do not believe such an additional report 
is necessary.  

For the foregoing reasons, we urge you to vote AGAINST this proposal.  
 

Item No. 6 – Listing of Charitable Contributions of $10,000 or more 

We have been advised that The Louis B & Diana R Eichold Trust or an appointed representative will present the 
following proposal for consideration during the 2023 Annual Shareholders’ Meeting.   

 
“Whereas the Company's charitable contributions, properly managed, are likely to enhance the reputation of the 
Company: 
 
Whereas increased disclosure regarding appropriate charitable contributions can create goodwill for our Company . 
 
Whereas making the benefits of our Company's philanthropic programs better known is likely to promote the 
Company's interests: 
 
Whereas feedback from employees, shareholders, and customers could help guide the Company's future charitable 
giving process. 
 
Resolved:  The Proponent requests that the Board of Directors consider listing on the Company website any 
recipient of $10,000 or more of direct contributions, excluding employee matching gifts. 
  

Supporting Statement 
 
Absent a system of accountability and transparency; some charitable contributions may be made unwisely, 
potentially harming the Company's reputation and shareholder value. Corporate philanthropic gifts should be given 
as much exposure as possible, lest their intended impact on goodwill is diminished. For example, if we gave to the 
American Cancer Society, thousands of our stakeholders might potentially approve of our interest in challenging this 
disease. Likewise, our support of Planned Parenthood could win the praise of millions of Americans who have had 
an abortion at one of their facilities. Educational organizations like the Southern Poverty Law Center have seen an 
increase in funding since they included several conservative Christian organizations on their list of hate groups. Our 
stakeholders and customers might be similarly enthused if we supported them. Be it the Girl Scouts, American Heart 
Association, Boys and Girls Club of America, Red Cross, or countless other possible recipients, our support should 
be publicly noted. Those who might disagree with our decisions can play a valuable role also. 
 
Some charities may be controversial. Charitable contributions come from the fruit of our employee's labor and 
belong to our shareholders. Both groups represent a wide diversity of opinions. More importantly, we market 
ourselves to the general public and should avoid offending segments of this most critical group. It would be 
unfortunate if a charitable contribution resulted in lower employee morale and shareholder interest, much less a loss 
of potential revenue. 
 
Fuller disclosure would provide enhanced feedback opportunities from which our Company could make more 
beneficial choices.” 
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The Board of Directors Recommends a Vote Against This Proposal for the Following Reasons:  
 

Kroger has a long history of giving back meaningfully in the communities we serve. Charitable giving is central to 
Our Purpose – to Feed the Human Spirit – and strategically aligned to our mission – Kroger’s Zero Hunger | Zero 
Waste social and environmental impact plan. This plan empowers Kroger to pursue our goal to help create 
communities free of hunger and waste across the country. Additionally, we provide annual public disclosures related 
to charitable giving areas of focus and annual grant-making. 

Every year, we direct charitable contributions at the national, regional and local levels to advance positive impacts 
for people and our planet. This giving includes funds, in-kind product donations, and retail store donations of 
surplus fresh food that our associates recover for local food bank partners through our leading Zero Hunger | Zero 
Waste Food Rescue program. For example, in 2022, 100% of our retail stores participated in the Food Rescue 
program, donating more than 100 million pounds of fresh food to our communities.   

Through corporate giving and the work of our two nonprofit foundations – The Kroger Co. Foundation and The 
Kroger Co. Zero Hunger | Zero Waste Foundation – we direct more than $300 million annually to partners and 
causes that align with our mission. Of this, more than 75% supports hunger relief programs to feed individuals and 
families where we live and work. These totals include generous support from our associates and customers through 
in-store fundraising programs at checkout. The largest share of corporate funds, in-kind product donations, and 
customer donations is directed to the Feeding America-affiliated network of local food banks, pantries and agencies 
in our communities.  

Other national organizations receiving significant charitable funds from Kroger include No Kid Hungry, American 
Red Cross, United Service Organizations (USO), American Heart Association and World Wildlife Fund. Notably, 
Kroger is the largest cumulative corporate donor to the USO in the organization’s history, showing our long-
standing support for the nation’s active-duty military service men and women and their families. At the regional and 
local levels, we support other nonprofit organizations and causes that matter most to our associates and customers.  

Foundation Grants 

Kroger provides detailed annual disclosures on the work of our two foundations. The Kroger Co. Foundation, the 
company’s private foundation established in 1987, which focuses grant-making on causes that support hunger relief; 
sustainability; disaster relief; diversity and inclusion; and education and youth development. The Foundation’s 2022 
Report, including grantee highlights and specific grant funding levels across the country, is available here: 
https://www.thekrogerco.com/wp-content/uploads/2022/08/Kroger-Co-Foundation-2022-Report.pdf.  

In 2021, the Foundation directed $12.7 million in grants, of which 58% aligned with hunger relief and sustainability 
causes, and 24% supported emergency assistance and disaster relief efforts. Specific grants and grant recipients are 
highlighted in the annual The Kroger Co. Foundation report.  

The Kroger Co. Zero Hunger | Zero Waste Foundation, a nonprofit public charity established in 2018, is 
designed to advance collective action and innovation to build a better food system for the future. More about the 
Zero Hunger | Zero Waste Foundation is available on its website: 
https://thekrogercozerohungerzerowastefoundation.com/. More details about the Foundation’s general grant-making 
and signature program, the Zero Hunger | Zero Waste Innovation Fund, are disclosed in its annual report: 
https://www.thekrogerco.com/wp-content/uploads/2022/08/Kroger-Co-Zero-Hunger-Zero-Waste-Foundation-2022-
Report.pdf.   

In 2021, the Zero Hunger | Zero Waste Foundation directed $18 million in grants; of these,  97% aligned to hunger 
relief and sustainability causes. Grants included $11.7 million in funds to improve food access and food security and 
$4.5 million to advance more sustainable food systems. Grant highlights are included in the Zero Hunger | Zero 
Waste Foundation report. 
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Guidelines & Policies:  

We follow best practices and specific guidelines when reviewing grant requests. Our Donation Guidelines provide 
direction on the types of organizations that Kroger supports and, importantly, make clear the types of organizations 
to which donations will not be granted. We accept and consider donation requests from 501(c)(3) registered 
nonprofit organizations through an online grant management platform. We use the Guidestar Charity Check to 
confirm they meet all Internal Revenue Service requirements to receive grants and donations. The Donation 
Guidelines are publicly available on our corporate website:  https://thekrogerco.versaic.com/login?Select-A-
Store=Enabled&ReturnTo=/default.aspx  

We do not make charitable donations to individuals, political campaigns, sectarian or religious organizations for 
projects that serve only its own members or supporters, or organizations that discriminate based on race, color, sex, 
pregnancy, disability, age, national origin, religion, sexual orientation, gender identity, genetic information or any 
other characteristic protected by applicable law.  

The Company has adequate public disclosures related to its charitable giving areas of focus and annual 
grant-making.   

Kroger recognizes that disclosure of its corporate philanthropic efforts is important and provides stakeholders with 
an opportunity to review Kroger charitable programs. We believe the extensive information and other disclosures 
provided in Kroger’s annual ESG Report, The Kroger Co. Foundation annual report, The Kroger Co. Zero Hunger | 
Zero Waste Foundation annual report and our website provide ample disclosures related to our approach to 
charitable giving, which supports Our Purpose, ESG Strategy, and Zero Hunger | Zero Waste impact plan.  
 

For the foregoing reasons, we urge you to vote AGAINST this proposal.  
 

Item No. 7 Shareholder Proposal — Recyclability of Packaging  

We have been advised that As You Sow on behalf of the Michael Monteiro 2016 Trust or an appointed 
representative, along with one co-filer, will present the following proposal for consideration during the 2023 Annual 
Shareholders’ Meeting. 
 
“WHEREAS:  The growing plastic pollution crisis poses increasing risks to Kroger. Corporations could face an 
annual financial risk of approximately $100 billion should governments require them to cover the waste 
management costs of the packaging they produce.1  New laws to this effect were recently passed in Maine, Oregon, 
Colorado, and California,2 while the European Union has enacted a $1 per kilogram tax on all non-recycled plastic 
packaging waste.3 

Pew Charitable Trusts released a groundbreaking study, Breaking the Plastic Wave ("Pew Report"), concluding that 
improved recycling is insufficient and at least one-third of overall plastic use must be eliminated to stem the global 
plastic pollution crisis. It finds that plastic use reduction is the most viable solution from environmental, economic, 
and social perspectives . Without immediate and sustained new commitments, annual flows of plastics into oceans 
could nearly triple by 2040.4 

Kroger has fallen behind its peers in plastic packaging reductions. Kroger is notably absent from the Ellen 
MacArthur Foundation's Global Commitment to reduce plastic pollution, in which brand signatories have committed 
to reduce virgin plastic use by an average of 20% by 2025.5 The majority of signatories have already reduced their 
use of plastic packaging over a 2018 baseline.6 

 
1 https://www.pewtrusts.org/‐/media/assets/2020/07/breakingtheplasticwave report.pdf  
2 https://www.packworld.com/news/sustainability/article/22419036/four‐states‐enact‐packaging‐epr‐laws  
3 https://commission.europa.eu/strategy‐and‐policy/eu‐budget/long‐term‐eu‐budget/2021‐2027/revenue/own‐resources/plastics‐own‐
resource en  
4 https://www.pewtrusts.org/‐/media/assets/2020/07/breakingtheplasticwave report.pdf  
5 https://emf.thirdlight.com/link/f6oxost9xeso‐nsjoqe/@/#id=2  
6 https://emf.thirdlight.com/link/f6oxost9xeso‐nsjoqe/@/#id=2, p. 11 
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Unilever has taken the most significant action to date, agreeing to cut virgin plastic use by 50% by 2025, including 
an absolute elimination of 100,000 tons of plastic packaging. At least sixty other consumer goods and retail 
companies currently have goals to reduce use of virgin plastic packaging, including competitors Walmart and 
Target.7  Kroger has no plastic reduction goal. 

Starbucks, Coca-Cola, and Pepsi are leading the industry in reducing disposable packaging, each having set new 
goals to expand use of zero-waste reusable packaging. As a retail partner of the global reuse platform Loop, Kroger 
is poised to increase use of reusable packaging, yet has made no commitment to make reusable packaging 
permanent. 

Our company could avoid regulatory, environmental, and competitive risks, and keep up with its peers by, for 
example, setting new commitments to reduce use of disposable virgin plastic and invest in reusable packaging. 

RESOLVED: Shareholders request that the Kroger Board issue a report, at reasonable expense and excluding 
proprietary information, describing how the Company could reduce its plastics use in alignment with the one-third 
reduction findings of the Pew Report, or other authoritative sources, to reduce its contribution to ocean plastics 
pollution. 

SUPPORTING STATEMENT: The report should, at Board discretion: 

• Assess the reputational, financial, and operational risks associated with continuing to use substantial
amounts of single-use plastic packaging while plastic pollution grows;

• Evaluate dramatically reducing the amount of plastic used in our packaging through transitioning to
reusables; and

• Describe how the Company can further reduce single-use packaging, including any planned reduction
strategies or goals, materials redesign, substitution, or reductions in use of virgin plastic.”

The Board of Directors Recommends a Vote Against This Proposal for the Following Reasons: 

The Kroger family of companies is committed to protecting people and our planet by advancing positive change in 
our company and our communities. Through our Zero Hunger | Zero Waste social and environmental impact plan, 
we are on a journey to help create communities free of hunger and waste.  

Our sustainable packaging commitments 

Kroger has focused on improving the environmental attributes of product packaging for many years through a series 
of ambitious sustainable packaging goals. Our goals demonstrate Kroger’s continued commitment to help create a 
more circular economy and reduce plastics found in nature by using more sustainable packaging options where 
feasible; supporting reusable packaging models; using recyclable packaging and incorporating recycled content; and 
increasing consumer awareness about reuse and recycling.  

We are also committed to upholding the highest standards of food safety and quality for our customers. Decisions 
about Our Brands food packaging consider critical attributes needed to protect and preserve food safety, quality, 
freshness, and affordability as well as to reduce greenhouse gas emissions related to the manufacture and 
transportation of items. 

Kroger’s 2030 sustainable packaging commitments include the following elements: 
 Complete an Our Brands baseline product packaging footprint to fully understand current packaging

impacts.
 Seek to achieve 100% recyclable, compostable and/or reusable packaging for Our Brands products.
 Increase recycled content in packaging so that the Our Brands product portfolio collectively contains at

least 10% recycled content in packaging.
 Reduce unnecessary packaging.

7 https://gc‐
22.emf.org/ppu/? gl=1*1p3bi1c* ga*nzEwMDEwNTU0LjE2Njl1NjQ4MTY.* ga V32N675KJX*MTY3MTlyMTM1OS4xMS4xLjE2NzEyMjE0OTMuN
jAuMC4w
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 Increase awareness among Kroger customers about how to properly manage Our Brands product packaging 
at end of life.  

Taking Action to Achieve our 2030 Goals 
In 2022, we developed our baseline packaging footprint with guidance from a consultant and input from our 
suppliers and internal subject matter experts. We found that 40% of Our Brands product packaging meets our 
definition of recyclable, when measured by weight of packaging material. In addition, the packaging portfolio 
captured in our baseline includes 14% post-consumer recycled content (PCR) material. We plan to update and refine 
our packaging baseline over time to track goal progress and inform goal achievement. 

In 2023, we are continuing our work to build a roadmap to achieving our goals by 2030 and prioritize opportunities 
to adjust our packaging and/or support infrastructure changes. Our roadmap will also accommodate changes 
required by packaging legislation in the states and municipalities in which Kroger operates. In addition, the 
packaging baseline will inform any adjustments or refinements to our current goals.  

More detailed information about our packaging baseline and key action steps to increase packaging 
sustainability is available in our 2022 Environmental, Social & Governance (ESG) report 
(https://www.thekrogerco.com/wp-content/uploads/2022/08/Kroger-Co-2022-ESG-Report.pdf).  

We continue to evaluate and implement opportunities to reduce plastic use and improve end-of-life management 
opportunities for product packaging. Examples include:  

Plastic Reduction & Circularity:  
 In 2022, Kroger added 50% post-consumer recycled content (PCR) PET plastic to a new line of Our Brands 

spice products. We continue to pilot different levels of PCR material in our product packaging, particularly in 
those products that are subject to packaging legislation, evaluating factors such as function, shelf-life, and 
aesthetic.  

• Kroger-operated manufacturing plants continue to reduce plastic use and packaging weights for Our Brands 
items, where feasible. Last year, we reduced the amount of plastic used in our carbonated soft drinks and 
cultured dairy tub product packages, saving approximately 450,000 pounds of plastic annually. 

• Kroger was the first U.S. grocery retail partner for the innovative Loop reusable packaging platform. In 
2022, Kroger conducted a pilot at 25 Fred Meyer stores in the Portland, OR, area, selling more than 20 items 
representing popular brands, to gauge consumer response to this alternative to single-use packaging. Our 
pilot collected valuable insights on what may be needed to scale reusable packaging solutions in our 
industry. 

End-of-Life Solutions:  

• We continue to offer the Kroger Our Brands packaging recycling program so our customers can collect 
flexible plastic packaging and mail it free of charge to TerraCycle for recycling. Kroger is the first retailer to 
offer this type of recycling program across an entire private-label portfolio. Program engagement and 
recycling volume continues to grow, with Kroger customers returning more than 1 million packages—the 
equivalent of more than 22,000 pounds of plastic—to date.  

• Kroger continued adding the How2Recycle logo to Our Brands items to increase our customers’ awareness 
of how to recycle product packaging, including those items eligible for front-of-store plastic film recycling 
programs—which we offer across the enterprise.  

• The Kroger Co. Zero Hunger | Zero Waste Foundation supports the multi-stakeholder Polypropylene 
Recycling Coalition, facilitated by The Recycling Partnership, which aims to improve community-level 
infrastructure to enable curbside polypropylene collection and recycling. In 2022, the Foundation expanded 
this support to help fund the PET Recycling Coalition, which aims to increase the recyclability of PET 
(polyethylene terephthalate) plastic packaging.  
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• Kroger is the Grocery Sector Lead partner for Closed Loop Partners’ Beyond the Bag Initiative, launched by 
the Consortium to Reinvent the Retail Bag. This multi-year collaboration across retail sectors aims to 
identify, test and implement innovative new design solutions to replace the single-use plastic retail shopping 
bag.  

Given the above progress on our sustainable packaging roadmap, including detailed reporting available in Kroger’s 
2022 ESG Report, we don’t believe additional reporting on packaging and plastics use is additive at this time.   

For the foregoing reasons, we urge you to vote AGAINST this proposal.  

 
Item No. 8 Report on Racial and Gender Pay Gaps  
 

We have been advised that Arujna Capital on behalf of Susan Silver or an appointed representative along with one 
co-filer will present the following proposal for consideration during the 2023 Annual Shareholders’ Meeting.  
 
“Whereas: Pay inequities persist across race and gender and pose substantial risks to companies and society. Black 
workers' hourly median earnings represent 64 percent of white wages. The median income for women working full 
time is 83 percent that of men. Intersecting race, Black women earn 63 percent, Native women 60 percent, and 
Latina women 55 percent. At the current rate, women will not reach pay equity until 2059, Black women in 2130, 
and Latina women in 2224 .1 
 
Citigroup estimates closing minority and gender wage gaps 20 years ago could have generated 12 trillion dollars in 
additional national income. PwC estimates closing the gender pay gap could boost Organization for Economic 
Cooperation and Development (OECD) countries' economies by 2 trillion dollars annually.2 
 
Actively managing pay equity is associated with improved representation. Diversity in leadership is linked to 
superior stock performance and return on equity.3  Minorities represent 38.5 percent of Kroger's workforce and 26 
percent of Store Leaders. Women represent 50.5 percent of the workforce and 33 percent of Store Leaders.4 
 
Best practice pay equity reporting consists of two parts: 
 

1. unadjusted median pay gaps, assessing equal opportunity to high paying roles, 
2. statistically adjusted gaps, assessing whether minorities and non-minorities, men and women, are paid the 

same for similar roles. 
 
Kroger does not report quantitative unadjusted or adjusted pay gaps. Over 20 percent of the 100 largest U.S. 
employers currently report adjusted gaps, and an increasing number of companies disclose unadjusted gaps to 
address the structural bias women and minorities face regarding job opportunity and pay.5 
 
Racial and gender unadjusted median pay gaps are accepted as the valid way of measuring pay inequity by the 
United States Census Bureau, Department of Labor, OECD, and International Labor Organization. The United 
Kingdom and Ireland mandate disclosure of median pay gaps, and the United Kingdom is considering racial pay 
reporting.6 
 
Resolved: Shareholders request The Kroger Co. report on both quantitative median and adjusted pay gaps across 
race and gender, including associated policy, reputational, competitive, and operational risks, and risks related to 
recruiting and retaining diverse talent. The report should be prepared at reasonable cost, omitting proprietary 
information, litigation strategy and legal compliance information. 
 

 
1https://static1.squarespace.com/static/5bc65db67d0c9102cca54b74/t/622f4567fae4ea772ae60492/1647265128087/Racial+Gender+Pay+Scoreca
rd+2022+-+Arjuna+Capital.pdf    
2 Ibid. 
3 Ibid. 
4 https://www.thekrogerco.com/wp-content/uploads/2022/08/Kroger-Co-2022-ESG-Report.pdf  
5 https://diversiq.com/which-sp-500-companies-disclose-gender-pay-equity-data/  
6 https://static1.squarespace.com/static/5bc65db67d0c9102cca54b74/t/622f4567fae4ea772ae60492/1647265128087/Racial+Gender+Pay+Scorecar

d+2022+-+Arjuna+Capital.pdf
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Racial/gender pay gaps are defined as the difference between non-minority and minority/male and female median 
earnings expressed as a percentage of non-minority/male earnings (Wikipedia/OECD, respectively). 

Supporting Statement: An annual report adequate for investors to assess performance could, with board discretion, 
integrate base, bonus and equity compensation to calculate: 

• percentage median and adjusted gender pay gap, globally and/or by country, where appropriate
• percentage median and adjusted racial/minority/ethnicity pay gap, US and/or by country, where

appropriate”

The Board of Directors Recommends a Vote Against This Proposal for the Following Reasons:  

Kroger welcomes associates from every race, culture, gender and ability, and is actively creating and maintaining an 
equitable workplace where every associate is empowered, supported, and feels valued and a sense of belonging. Our 
aspiration is for the demographic representation of women and people of color to reflect our communities, at both 
the organization-wide and local levels.  

Kroger already has an established approach to pay equity. Kroger has been performing an annual pay equity 
analysis since 2016, which takes into consideration gender and race for all salaried roles. We review our pay equity 
analysis annually with the Compensation and Talent Development Committee of the Board of Directors. The 
organization also equips and enables our leaders to promote pay equity and transparency. We have robust and 
comprehensive pay administration guidelines for non-bargaining-unit employees, enabling our managers to effectively 
manage compensation throughout the year to reward performance and address progression within pay ranges. In 
addition to these guidelines, we provide additional training to managers in preparation for annual compensation 
planning.   

Kroger provides robust disclosure of representation annually. Kroger consistently discloses and discusses its 
diverse associate representation in the organization’s annual ESG Report. We publish our annual EEO-1 reports as 
filed with the EEOC (https://www.thekrogerco.com/wp-content/uploads/2022/08/EEO-1-2021.pdf). In addition, 
Kroger provides a detailed discussion of our workforce strategy and total rewards and benefits approach in our 
Annual Report and Form 10-K. The organization also discusses its approach to Human Capital Management in its 
annual ESG report. The report, available on www.thekrogerco.com/esgreport, includes disclosures related to 
associate health and safety; Kroger’s Framework for Action: Diversity, Equity & Inclusion plan; talent attraction and 
retention; and labor relations.  

The majority of Kroger’s workforce is covered under collective bargaining agreements, which facilitate pay 
equity for frontline associates.  Kroger’s compensation structure supports fair pay.  Wages, health care and pensions 
are included in more than 354 collective bargaining agreements that cover approximately 64% of our associates. The 
negotiated pay structures within those agreements facilitate standard and consistent pay progression based on tenure 
and experience. Pay is determined using structured wage progressions where an associate moves through the 
progression based on time in role or hours worked. Associates move through the wage progression based on the same 
definitions and criteria as other associates working in the same roles. Pay parity is promoted within the model because 
of the structured wage grids and inherent progression framework.  

Non-union hourly roles follow similar wage progressions. Where we use a pay-for-performance model for non-union, 
hourly roles, those workplaces follow compensation guidelines that provide for a framework of tying pay to 
performance and using pay levels.   

Kroger provides comprehensive benefits for associates. The organization has invested an incremental $1.9 billion 
in associate wages and training since 2018. This has increased our national average hourly rate of pay from $13.66 
to $18, or $23.50 per hour with comprehensive benefits. 
Kroger has announced plans to continue investing in wages, with plans for a more than $770 million incremental 
investment in associates during 2023.  

In addition to market-competitive wages, our associates have access to a wide variety of benefits that provide value 
in their lives today and in the future. We invest in the whole person with a benefits package that generally includes: 
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quality, affordable healthcare; retirement savings plans and pension plans; on-demand access to mental health 
assistance and free counseling to support emotional wellness; career advancement opportunities; financial education 
programs to help associates manage their day-to-day finances; and an industry-leading continuing education benefit 
that provides up to $21,000 for associates, part-time and full-time alike, which, along with scholarships for children 
of associates — most of whom are first-generation college attendees — provide pathways to social mobility to 
associates who choose to participate. We also offer associates a variety of grocery discounts, volunteer 
opportunities, and other perks and rewards.  
 

Diversity and inclusion are part of Kroger’s core organizational values, and the organization has strong 
programs in place to create and maintain an equitable workplace and inclusive culture.  
Diversity and inclusion have been longstanding Kroger values. In 2020, we introduced Kroger’s Framework for 
Action to further advance diversity, equity and inclusion in our culture and communities. The plan’s action steps 
include creating a DE&I advisory council reporting to senior leadership, providing diversity training to our associate 
population, improving diverse talent recruiting through expanded partnerships with HBCUs and Hispanic-serving 
institutions, establishing two-way mentorship and advocacy programs, increasing spend with diverse suppliers, and 
more. We report progress against these goals in Kroger’s annual ESG report.  
 
Kroger strives to attract, retain and develop leaders and associates who best reflect our communities. Because of our 
unique business model, we help unlock economic opportunity for nearly half a million people of various ages and 
aspirations, from those wanting an entry-level part-time job to graduate-degree specialists across corporate 
functions. We also aim to develop and promote diverse leaders to roles with increasing levels of responsibility. For 
open leadership positions, we assemble a diverse slate of candidates for consideration.  
 
In 2022, every manager across the organization was expected to actively mentor and develop an associate who has a 
different background than them. This, along with other objectives, is used to assess the manager’s performance and 
ultimately affects their compensation. Currently, over 80% of retail division executive leadership teams have at least 
one diverse leader.  
 
We believe that Kroger’s current compensation practices promote diversity, inclusion and fair pay across our 
workforce.  While Kroger welcomes continued engagement with shareholders on these issues, we believe that the 
adoption of this proposal is not necessary in light of our existing practices. 
 
For the foregoing reasons, we urge you to vote AGAINST this proposal.  
 

Item No. 9 – Report on EEO Policy Risks 
 
We have been advised that the National Center for Public Policy Research or an appointed representative will 
present the following proposal for consideration during the 2023 Annual Shareholders’ Meeting.  We will promptly 
provide the shareholdings upon written or oral request to Kroger’s Secretary at our executive offices.  
 
“RESOLVED 
 
Shareholders request the Kroger Company ("Kroger") issue a public report detailing the potential risks associated 
with omitting "viewpoint" and "ideology" from its written equal employment opportunity (EEO) policy. The report 
should be available within a reasonable timeframe, prepared at a reasonable expense and omit proprietary 
information. 
 
SUPPORTING  STATEMENT 
 
Kroger does not explicitly prohibit discrimination based on viewpoint or ideology in its written EEO policy. 
 
Kroger's lack of a company-wide best practice EEO policy sends mixed signals to company employees and 
prospective employees and calls into question the extent to which individuals are protected due to inconsistent state 
policies and the absence of a relevant federal protection.  Approximately half of Americans live and work in a 
jurisdiction with no legal protections if their employer takes action against them for their political activities or 
discriminates on the basis of viewpoint in the workplace. 
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Companies with inclusive policies are better able to recruit the most talented employees from a broad labor pool, 
resolve complaints internally to avoid costly litigation or reputational damage, and minimize employee turnover. 
Moreover, inclusive policies contribute to more efficient human capital management by eliminating the need to 
maintain different policies in different locations. 

There is ample evidence that individuals with conservative viewpoints may face discrimination at Kroger. 

Kroger recently kowtowed to leftwing social media criticism by removing patriotic and Second Amendment related 
paraphernalia from store shelves. For instance, after someone complained on Twitter about a drink sleeve that stated, 
"Arms Change, Rights Don't", the Company reportedly recalled the items.1  Kroger's subsidiary grocery store, Harris 
Teeter, likewise complied with liberal demands to pull "Freedom Series" items from its shelves, removing items that 
read, "Give me liberty or give me death" and "America, love it or leave it."2 

While removing patriotic items from its stores, Kroger has simultaneously pushed a leftwing social agenda. 
Published in2021, the Company released  an "allyship guide" that told employees to use "inclusive language" and 
celebrate transgender holidays.3  Defining terms such as "non-binary," "transgender," and "pansexual," the guide 
asserts that, "Some people's morality can be a barrier to accepting LGBTQ+ people."4 

Removing pro-America items from store shelves while publishing "allyship" training guides for staff certainly raise 
concerns over how Kroger treats employees with diverse points of view, particularly those who disagree with the 
Company's blatant leftwing actions. This places the Company in reputational, legal, and financial risk, as evidenced 
by a recent settlement with fired employees who refused to wear a Company issued apron adorning a rainbow on 
account of it violating their religious beliefs.5 

Presently, shareholders are unable to evaluate how Kroger prevents discrimination towards employees based on their 
ideology or viewpoint, mitigates employee concerns of potential discrimination, and ensures a respectful and 
supportive work atmosphere that bolsters employee performance. 

We recommend that the report evaluate risks including, but not limited to, negative effects on employee hiring and 
retention, as well as litigation risks from conflicting state and company anti-discrimination  policies.” 

The Board of Directors Recommends a Vote Against This Proposal for the Following Reasons: 

Kroger strives to reflect the communities we serve and foster a culture that empowers everyone to be their 
true self, inspires collaboration, and feeds the human spirit.  

We are committed to a policy of equal opportunity for all associates without regard to race, color, religion, sex, 
national origin, age, disability, sexual orientation, or gender identity. In implementing our policy, we seek and 
embrace differences in the backgrounds, cultures, and perspectives of all associates, and we encourage and expect 
all of our associates to collaborate and actively work together regardless of these differences. Moreover, as we 
identify in our ESG Report, our diversity, equity and inclusion (DE&I) programs demonstrate our commitment to 
building a diverse and inclusive workforce, fostering an environment where diversity is a competitive advantage and 
providing equal opportunities for associates.  

We are focused on creating a culture of fairness and respect. 

Our formal DE&I Framework for Action, launched in 2020, is focused on creating a more inclusive culture and 
advancing equitable communities, among other goals, underscoring Kroger’s commitment to standing together and 
mobilizing our people, passion, scale and resources to transform our culture and our communities. The framework is 

1 https://www.bizpacreview.com/2022/06/21/harris‐teeter‐kroger‐remove‐pro‐america‐items‐from‐shelves‐after‐woke‐complaints‐backlash‐
is‐swift‐1252599/; https://www.foxbusiness.com/retail/harris‐teeter‐kroger‐backlash‐pro‐america‐items‐complaints    
2 https://www.bizpacreview.com/2022/06/21/harris‐teeter‐kroger‐remove‐pro‐america‐items‐from‐shelves‐after‐woke‐complaints‐backlash‐
is‐swift‐1252599/; https://www.foxbusiness.com/retail/harris‐teeter‐kroger‐backlash‐pro‐america‐items‐complaints  
3 https://www.breitbart.com/social‐justice/2022/08/31/kroger‐allyship‐guide‐tells‐employees‐to‐celebrate‐trans‐holidays‐support‐bail‐fund/  
4 https://www.thekrogerco.com/wp‐content‐uploads/2021/03/AAPI‐Allyship‐Guide v3.2‐External‐merged.pdf  
5 https://news.yahoo.com/kroger‐pay‐180K‐lawsuit‐over‐162047710.html  
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built around pillars focused on creating a more inclusive culture, developing diverse talent, advancing diverse 
partnerships, advancing equitable communities and deeply listening and reporting progress.  

In particular, we understand that our associates have a wide range of viewpoints. We are committed to a culture of 
fairness, respect and inclusion that drives us to value and embrace differences. As part of our Framework for Action, 
we are engaging with external and internal stakeholders to seek perspectives and provide associates with platforms 
to continue sharing their stories and feedback. To that end, Kroger launched an internal DEI Advisory Council made 
up of cross-functional leaders who are committed to advancing this progress, working closely with senior officers 
and business leaders to identify opportunities and specific actions for improvement, as well as the Board’s 
Compensation & Talent Development Committee overseeing progress on our human capital efforts, including DEI. 
 
Diverse viewpoints are respected and encouraged. 

Our policies and practices demonstrate that diverse viewpoints are respected and encouraged and are an essential 
part of advancing our business. In light of our demonstrated commitment to our core values of diversity and 
inclusion for all stakeholders, we do not believe that issuing a public report detailing the potential risks associated 
with omitting ‘viewpoint’ and ‘ideology’ from our equal employment opportunity policy, as contemplated by this 
proposal, is necessary or in the best interests of Kroger or our shareholders.  

For the foregoing reasons, we urge you to vote AGAINST this proposal.  
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Shareholder Proposals and Director Nominations — 2024 Annual Meeting  

Pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, as amended, shareholder proposals intended 
for inclusion in the proxy material relating to Kroger’s annual meeting of shareholders in June 2024 should be 
addressed to Kroger’s Secretary and must be received at our executive offices not later than January 13, 2024. These 
proposals must comply with Rule 14a-8 and the SEC’s proxy rules. If a shareholder submits a proposal outside of 
Rule 14a-8 for the 2023 annual meeting and such proposal is not delivered within the time frame specified in the 
Regulations, Kroger’s proxy may confer discretionary authority on persons being appointed as proxies on behalf of 
Kroger to vote on such proposal.  

In addition, Kroger’s Regulations contain an advance notice of shareholder business and director nominations 
requirement, which generally prescribes the procedures that a shareholder of Kroger must follow if the shareholder 
intends, at an annual meeting, to nominate a person for election to Kroger’s Board of Directors or to propose other 
business to be considered by shareholders. These procedures include, among other things, that the shareholder give 
timely notice to Kroger’s Secretary of the nomination or other proposed business, that the notice contain specified 
information, and that the shareholder comply with certain other requirements. In order to be timely, this notice must 
be delivered in writing to Kroger’s Secretary, at our principal executive offices, not later than 45 calendar days prior 
to the date on which our proxy statement for the prior year’s annual meeting of shareholders was mailed to 
shareholders. If a shareholder’s nomination or proposal is not in compliance with the procedures set forth in the 
Regulations, we may disregard such nomination or proposal. Accordingly, if a shareholder intends, at the 2024 
Annual Meeting, to nominate a person for election to the Board of Directors or to propose other business, the 
shareholder must deliver a notice of such nomination or proposal to Kroger’s Secretary not later than March 28, 
2024 and comply with the requirements of the Regulations.  

Furthermore, in addition to the requirements of SEC Rule 14a-8 or our Regulations, as applicable, as described 
above, to comply with the universal proxy rules, shareholders who intend to solicit proxies in support of director 
nominees other than our nominees must provide notice to Kroger’s Secretary that sets forth the information required 
by Rule 14a-19 of the Exchange Act no later than April 23, 2024, and must comply with the additional requirements 
of Rule 14a-19(b).  

Eligible shareholders may also submit director nominees for inclusion in our proxy statement for the 2024 
annual meeting of shareholders. To be eligible, shareholders must have owned at least three percent of our common 
shares for at least three years. Up to 20 shareholders will be able to aggregate for this purpose. Nominations must be 
submitted to our Corporate Secretary at our principal executive offices no earlier than December 14, 2023 and no 
later than January 13, 2024.  

Shareholder proposals, director nominations, including, if applicable pursuant to proxy access, and advance 
notices must be addressed in writing, and addressed and delivered timely to: Corporate Secretary, The Kroger Co., 
1014 Vine Street, Cincinnati, Ohio 45202-1100.  
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Householding of Proxy Materials  

We have adopted a procedure approved by the SEC called “householding.” Under this procedure, shareholders 
of record who have the same address and last name will receive only one copy of the proxy materials unless one or 
more of these shareholders notifies us that they wish to continue receiving individual copies. This procedure will 
reduce our printing costs and postage fees. Householding will not in any way affect dividend check mailings.  

If you are eligible for householding, but you and other shareholders of record with whom you share an address 
currently receive multiple copies of our proxy materials or if you hold in more than one account, and in either case 
you wish to receive only a single copy for your household or if you prefer to receive separate copies of our 
documents in the future, please contact your bank or broker, or contact Kroger’s Secretary at 1014 Vine Street, 
Cincinnati, Ohio 45202 or via telephone at 513-762-4000.  

Beneficial shareholders can request information about householding from their banks, brokers or other holders 
of record.   

The management knows of no other matters that are to be presented at the meeting, but, if any should be 
presented, the Proxy Committee expects to vote thereon according to its best judgment.  

Available Information  

The Company files Annual Reports on Form 10-K with the Securities and Exchange Commission. A copy of 
the Annual Report on Form 10-K for the fiscal year ended January 28, 2023 (except for certain exhibits thereto), 
including our audited financial statements and financial statement schedules, may be obtained, free of charge, upon 
written request by any shareholder to Kroger’s Secretary at 1014 Vine Street, Cincinnati, Ohio 45202 or via 
telephone at 513-762-4000. Copies of all exhibits to the Annual Report on Form 10-K are available upon a similar 
request, subject to reimbursing the Company for its expenses in supplying any exhibit.  

By order of the Board of Directors, 
Christine S. Wheatley, Secretary 
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Indicate by check mark whether the registrant has filed a report on and attestation to its management's assessment of the effectiveness of its internal control over 
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PART I 
 

FORWARD LOOKING STATEMENTS. 
 

This Annual Report on Form 10-K contains forward-looking statements about our future performance.  These 
statements are based on our assumptions and beliefs in light of the information currently available to us.  These 
statements are subject to a number of known and unknown risks, uncertainties and other important factors, including the 
risks and other factors discussed in “Risk Factors” below, that could cause actual results and outcomes to differ 
materially from any future results or outcomes expressed or implied by such forward looking statements.  Such 
statements are indicated by words such as “achieve,” “affect,” “anticipate,” “believe,” “committed,” “continue,” “could,” 
“deliver,” “effect,” “enable,” “estimate,” “expects,” “future,” “goal,” “growth,” “intended,” “likely,” “may,” “model,” 
“objective,” “plan,” “position,” “program,” “range,” “result,” “strategy,” “strive,” “strong,” “target,” “trend,” “will” and 
“would,” and similar words or phrases.  Moreover, statements in the sections entitled Risk Factors, Management’s 
Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”), and elsewhere in this report 
regarding our expectations, projections, beliefs, intentions or strategies are forward-looking statements within the 
meaning of Section 21E of the Securities Exchange Act of 1934, as amended. 

 
Various uncertainties and other factors could cause actual results to differ materially from those contained in the 

forward-looking statements.  These include: 
 

• The extent to which our sources of liquidity are sufficient to meet our requirements may be affected by the state 
of the financial markets and the effect that such condition has on our ability to issue commercial paper at 
acceptable rates. Our ability to borrow under our committed lines of credit, including our bank credit facilities, 
could be impaired if one or more of our lenders under those lines is unwilling or unable to honor its contractual 
obligation to lend to us, or in the event that global pandemics, including the ongoing COVID-19 pandemic 
(including any variant), natural disasters or weather conditions interfere with the ability of our lenders to lend to 
us. Our ability to refinance maturing debt may be affected by the state of the financial markets. 
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• Our ability to achieve sales, earnings and incremental FIFO operating profit goals may be affected by: the risks 
relating to or arising from our proposed transaction with Albertsons Companies, Inc. (“Albertsons”) announced 
in October 2022, including, among others, our ability to consummate the proposed transaction, including on the 
terms of the merger agreement, on the anticipated timeline, and/or with the required regulatory approvals; 
COVID-19 pandemic related factors, risks and challenges; labor negotiations; potential work stoppages; 
changes in the unemployment rate; pressures in the labor market; changes in government-funded benefit 
programs; changes in the types and numbers of businesses that compete with us; pricing and promotional 
activities of existing and new competitors, including non-traditional competitors, and the aggressiveness of that 
competition; our response to these actions; the state of the economy, including interest rates, the current 
inflationary environment and future potential inflationary and/or deflationary trends and such trends in certain 
commodities, products and/or operating costs; the geopolitical environment including the war in Ukraine; 
unstable political situations and social unrest; changes in tariffs; the effect that fuel costs have on consumer 
spending; volatility of fuel margins; manufacturing commodity costs; supply constraints; diesel fuel costs 
related to our logistics operations; trends in consumer spending; the extent to which our customers exercise 
caution in their purchasing in response to economic conditions; the uncertainty of economic growth or 
recession; stock repurchases; changes in the regulatory environment in which we operate; our ability to retain 
pharmacy sales from third party payors; consolidation in the healthcare industry, including pharmacy benefit 
managers; our ability to negotiate modifications to multi-employer pension plans; natural disasters or adverse 
weather conditions; the effect of public health crises or other significant catastrophic events; the potential costs 
and risks associated with potential cyber-attacks or data security breaches; the success of our future growth 
plans; the ability to execute our go-to-market strategy and value creation model, including continued cost 
savings, growth of our alternative profit businesses, and our ability to better serve our customers and to generate 
customer loyalty and sustainable growth through our strategic pillars of fresh, Our Brands, personalization, and 
seamless; and the successful integration of merged companies and new partnerships.  
 

• Our ability to achieve these goals may also be affected by our ability to manage the factors identified above. 
Our ability to execute our financial strategy may be affected by our ability to generate cash flow. 
 

• Our effective tax rate may differ from the expected rate due to changes in tax laws, the status of pending items 
with various taxing authorities, and the deductibility of certain expenses. 

 
We cannot fully foresee the effects of changes in economic conditions on our business. 
 
Other factors and assumptions not identified above, including those discussed in Part 1, Item 1A of this Annual 

Report, could also cause actual results to differ materially from those set forth in the forward-looking information. 
Accordingly, actual events and results may vary significantly from those included in, contemplated or implied by 
forward-looking statements made by us or our representatives.  We undertake no obligation to update the forward-
looking information contained in this filing. 

 
Our ability to complete our proposed transaction with Albertsons may be affected by various factors, including 

those set forth in Part I, Item 1A of this Annual Report. Risk Factors included in this Annual Report on Form 10-K and 
other factors as may be described in subsequent filings with the SEC. 
 
ITEM 1. BUSINESS. 
 

The Kroger Co. (the “Company” or “Kroger”) was founded in 1883 and incorporated in 1902.  Our Company is 
built on the foundation of our food retail business, which includes the added convenience of our retail pharmacies and 
fuel centers.  Our strategy is focused on growing customer loyalty by delivering great value and convenience, and 
investing in four strategic pillars: Fresh, Our Brands, Data & Personalization and Seamless.  

 
We also utilize the data and traffic generated by our retail business to deliver incremental value and services for our 

customers that generates alternative profit streams. These alternative profit streams would not exist without our core 
retail business.   
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Our revenues are predominately earned and cash is generated as consumer products are sold to customers in our 
stores, fuel centers and via our online platforms.  We earn income predominately by selling products at price levels that 
produce revenues in excess of the costs we incur to make these products available to our customers.  Such costs include 
procurement and distribution costs, facility occupancy and operational costs, and overhead expenses.  Our fiscal year 
ends on the Saturday closest to January 31.  All references to 2022, 2021 and 2020 are to the fiscal years ended 
January 28, 2023, January 29, 2022 and January 30, 2021, respectively, unless specifically indicated otherwise. 

 
We maintain a web site (www.thekrogerco.com) that includes the Kroger Fact Book and other additional 

information about the Company.  Kroger’s website and any reports or other information made available by Kroger 
through its website are not part of or incorporated by reference into this Annual Report on Form 10-K.  We make 
available through our web site, free of charge, our annual reports on Form 10-K, our quarterly reports on Form 10-Q, our 
current reports on Form 8-K and our interactive data files, including amendments.  These forms are available as soon as 
reasonably practicable after we have filed them with, or furnished them electronically to, the SEC. 

 
Kroger is diversified across brands, product categories, channels of distribution, geographies and consumer 

demographics.  Our combination of assets include the following: 
 

Stores 
 

As of January 28, 2023, Kroger operates supermarkets under a variety of local banner names in 35 states and the 
District of Columbia.  As of January 28, 2023, Kroger operated, either directly or through its subsidiaries, 2,719 
supermarkets, of which 2,252 had pharmacies and 1,637 had fuel centers.  Approximately 50% of our supermarkets were 
operated in Company-owned facilities, including some Company-owned buildings on leased land.  Our stores operate 
under a variety of banners that have strong local ties and brand recognition.  We connect with customers through our 
expanding seamless ecosystem and the consistent delivery of a full, fresh, and friendly customer experience.  Fuel sales 
are an important part of our revenue, net earnings and loyalty offering.  Our fuel strategy is to include a fuel center at 
each of our supermarket locations when it is feasible and it is expected to be profitable.  Each fuel center typically 
includes 5 to 10 islands of fuel dispensers and storage tanks with capacity for 40,000 to 50,000 gallons of fuel.  
Supermarkets are generally operated under one of the following formats: combination food and drug stores (“combo 
stores”); multi-department stores; marketplace stores; or price impact warehouses. 
 

The combo store is the primary food store format.  We believe this format is successful because the stores are large 
enough to offer the specialty departments that customers desire for one-stop shopping, including natural food and 
organic sections, pharmacies, general merchandise, pet centers and high-quality perishables such as fresh seafood and 
organic produce. 

 
Multi-department stores are significantly larger in size than combo stores.  In addition to the departments offered at 

a typical combo store, multi-department stores sell a wide selection of general merchandise items such as apparel, home 
fashion and furnishings, outdoor living, electronics, automotive products and toys. 

 
Marketplace stores are smaller in size than multi-department stores.  They offer full-service grocery, pharmacy and 

health and beauty care departments as well as an expanded perishable offering and general merchandise area that 
includes apparel, home goods and toys. 

 
Price impact warehouse stores offer a “no-frills, low cost” warehouse format and feature everyday low prices plus 

promotions for a wide selection of grocery and health and beauty care items. Quality meat, dairy, baked goods and fresh 
produce items provide strategic differentiation for price impact warehouse stores. The average size of a price impact 
warehouse store is similar to that of a combo store. 
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Seamless Digital Ecosystem 
 

We offer a convenient shopping experience for our customers regardless of how they choose to shop with us, 
including Pickup, Delivery and Ship.  We offer Pickup and Harris Teeter ExpressLane™ — personalized, order online, 
pick up at the store services — at 2,274 of our supermarkets and provide Delivery, which allows us to offer digital 
solutions to substantially all of our customers.  Our Delivery solutions include orders delivered to customers from retail 
store locations and customer fulfillment centers powered by Ocado. These channels allow us to serve customers 
anything, anytime, and anywhere with zero compromise on selection, convenience, and price.  We also provide relevant 
customer-facing apps and interfaces that have the features customers want that are also reliable, easy to use and deliver a 
seamless customer experience across our store and digital channels. 

 
Merchandising and Manufacturing 

 
Our Brands products play an important role in our merchandising strategy and represented over $30 billion of our 

sales in 2022. Our supermarkets, on average, stock over 13,500 private label items. Our Brands products are primarily 
produced and sold in three “tiers.” Private Selection® is our main premium quality brand, offering customers culinary 
foods and ingredients that deliver amazing eating experiences. The Kroger® brand, which represents the majority of our 
private label items, is designed to consistently satisfy and delight customers with quality products that exceed or meet 
the national brand in taste and efficacy, as well as with unique and differentiated products. Big K®, Smart Way® and 
Heritage Farm® are some of our value brands, designed to deliver good quality at a very affordable price.  In addition to 
our three “tiers,” Our Brands offers customers a variety of natural and organic products with Simple Truth® and Simple 
Truth Organic®. Both Simple Truth and Simple Truth Organic are free from a defined list of artificial ingredients that 
some customers have told us they do not want in their food, and the Simple Truth Organic products are USDA certified 
organic. 

 
Approximately 30% of Our Brands units and 42% of the grocery category Our Brands units sold in our 

supermarkets are produced in our food production plants; the remaining Our Brands items are produced to our strict 
specifications by outside manufacturers.  We perform a “make or buy” analysis on Our Brands products and decisions 
are based upon a comparison of market-based transfer prices versus open market purchases.  As of January 28, 2023, we 
operated 33 food production plants. These plants consisted of 14 dairies, 9 deli or bakery plants, five grocery product 
plants, two beverage plants, one meat plant and two cheese plants. 
 

Our Data 
 

The traffic and data generated by our retail supermarket business, including pharmacies and fuel centers, is enabling 
this transformation. Kroger serves approximately 60 million households annually and because of our rewards program, 
over 90% of customer transactions are tethered to a Kroger loyalty card.  Our 20 years of investment in data science 
capabilities is allowing us to utilize this data to create personalized experiences and value for our customers and is also 
enabling our fast-growing, high operating margin alternative profit businesses, including data analytic services and third 
party media revenue.  Our retail media business – Kroger Precision Marketing – provides differentiated media 
capabilities for our consumer packaged goods partners and is a key driver of our digital profitability and alternative 
profit. 

 
Proposed Merger with Albertsons 

 
As previously disclosed, on October 13, 2022, we entered into a merger agreement with Albertsons.  The proposed 

merger is expected to accelerate our go-to-market strategy that includes Fresh, Our Brands, Personalization and 
Seamless, and continue our track record of investments across lowering prices, enhancing the customer experience, and 
increasing associate wages and benefits.  For additional information about the proposed merger with Albertsons, see 
Note 16 to the Consolidated Financial Statements. 
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SEGMENTS 
 

We operate supermarkets, multi-department stores and fulfillment centers throughout the United States.  Our retail 
operations, which represent 97% of our consolidated sales, is our only reportable segment.  We aggregate our operating 
divisions into one reportable segment due to the operating divisions having similar economic characteristics with similar 
long-term financial performance.  In addition, our operating divisions offer customers similar products, have similar 
distribution methods, operate in similar regulatory environments, purchase the majority of the merchandise for retail sale 
from similar (and in many cases identical) vendors on a coordinated basis from a centralized location, serve similar types 
of customers, and are allocated capital from a centralized location.  Our operating divisions are organized primarily on a 
geographical basis so that the operating division management team can be responsive to local needs of the operating 
division and can execute company strategic plans and initiatives throughout the locations in their operating division. This 
geographical separation is the primary differentiation between these retail operating divisions.  The geographical basis of 
organization reflects how the business is managed and how our Chief Executive Officer, who acts as our chief operating 
decision maker, assesses performance internally.  All of our operations are domestic.  Revenues, profits and losses and 
total assets are shown in our Consolidated Financial Statements set forth in Item 8 below. 

 
SEASONALITY 
 

The majority of our revenues are generally not seasonal in nature.  However, revenues tend to be higher during the 
major holidays throughout the year.  Additionally, certain significant events including inclement weather systems, 
particularly winter storms, tend to affect our sales trends. 

 
HUMAN CAPITAL MANAGEMENT 
 

Our People  
 

We want Kroger to be a place where our customers love to shop and associates love to work. This is why we aim to 
create working environments where associates feel encouraged and supported to be their best selves every day.  As of 
January 28, 2023, Kroger employed nearly 430,000 full- and part-time employees.  Our people are essential to our 
success, and we focus intentionally on attracting, developing and engaging a diverse workforce that represents the 
communities we serve.  We strive to create a culture of opportunity and take seriously our role as a leading employer in 
the United States. Kroger has provided a large number of people with first jobs, new beginnings and lifelong careers.  
We have long been guided by our core values – Honesty, Integrity, Respect, Safety, Diversity and Inclusion. 

 
Attracting & Developing Our Talent 

 
To deliver on our customers’ experiences, we continually improve how we attract and retain talent. In addition to 

competitive wages, quality benefits and a safe work environment, we offer a broad range of employment opportunities 
for workers of all ages and aspirations.  Many supermarket roles offer opportunities to learn new skills, grow and 
advance careers. 

 
Associates at all levels of the Company have access to training and education programs to build their skills and 

prepare for the roles they want. In 2023, we expect to spend approximately $175 million on training our associates 
through onboarding, leadership development programs, and programs designed to upskill associates across the 
Company. We continue to invest in new platforms and applications to make learning more accessible to our associates.  
 

Beyond our own programs, associates can take advantage of our tuition reimbursement benefit, which offers up to 
$3,500 annually — $21,000 over the course of employment — toward continuing education. These funds can be applied 
to education programs like certifications, associate or graduate degrees.  Approximately 5,000 associates, 90% of whom 
are hourly, have taken advantage of our tuition reimbursement program in 2022.  Kroger has invested more than $50 
million in this program since it launched in 2018. 
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Rewarding Our Associates 
 

As we continue to operate in a challenging labor market, we are dedicated to attracting and retaining the right talent 
across the organization to be able to continue delivering for our customers. We are investing in our associates by 
expanding our industry-leading benefits, including continuing education, training and development, health and wellness. 
During 2022, we raised our average hourly rates by more than 6% and have now invested an incremental $1.9 billion in 
associate wages since 2018. Our average hourly rate is now more than $18 and more than $23, when comprehensive 
benefits are included.  We are committed to sustainably increasing associate wages and plan to invest more than $770 
million in associates in 2023. 
 

Promoting Diversity, Equity & Inclusion 
 

Diversity and inclusion have been among Kroger’s values for decades. We strive to reflect the communities we 
serve and foster a culture that empowers everyone to be their true self, inspires collaboration, and feeds the human spirit.  
We have taken a very thoughtful and purposeful approach to enact meaningful change and develop what we believe are 
the right actions to achieve true and lasting equality. Our Framework for Action: Diversity, Equity & Inclusion plan 
reflects our desire to redefine, deepen, and advance our commitment, mobilizing our people, passion, scale and 
resources.  The following summarizes our framework: Create a More Inclusive Culture; Develop Diverse Talent; 
Advance Diverse Partnerships; Advance Equitable Communities; and Deeply Listen and Report Progress. 
 

Creating a Safe Environment 
 

Our associates’ safety is a top priority and it is one of our core values. We prioritize providing the right safety 
training and equipment, safe working conditions and resources to maintain and improve associates’ well-being. Through 
our strategy to set clear expectations, routine monitoring, and regular communication and engagement, we reduce the 
number of injuries and accidents that happen in our workplace.  We track health and safety metrics centrally for an 
enterprise-wide view of issues, trends and opportunities and monitor associate injury performance including total 
injuries, Occupational Safety and Health Administration (“OSHA”) injury rates, and lost-time injuries, as well as 
customer injury metrics like slip-and-fall injuries. We also track the completion of required training for associates and 
we regularly share these metrics with leaders and relevant team members to inform management decisions. 

 
Supporting Labor Relations 

 
A majority of our employees are covered by collective bargaining agreements negotiated with local unions affiliated 

with one of several different international unions. There are approximately 320 such agreements, usually with terms of 
three to five years.  Wages, health care and pensions are included in all of these collective bargaining agreements that 
cover approximately 65% of our associates.  Our objective is to negotiate contracts that balance competitive wage 
increases and affordable healthcare for associates with keeping groceries affordable for the communities we serve. Our 
obligation is to do this in a way that maintains a financially sustainable business. 

 
MANAGING CLIMATE IMPACTS 
 

Managing climate change impacts is an important part of Thriving Together, Kroger’s Environmental, Social & 
Governance (“ESG”) strategy, and has been a focus for our business for many years. With a large portfolio of 
supermarkets, distribution warehouses and food production plants, as well as a complex supply chain, we recognize 
Kroger’s impact on our climate.  We continue to explore opportunities and take steps to reduce the effects of our 
operations on the environment and to reduce the potential risk of a changing climate on our operations.  This includes 
enhancing our operational efficiency, increasing our usage of renewable energy and investing in new technologies.  The 
key elements of our climate strategy are included below. 
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Governance 
 

Climate effects are managed by leadership with input from several departments across the business. The Public 
Responsibilities Committee of the Board of Directors oversees our responsibilities as a corporate citizen and the 
Company’s practices related to environmental sustainability, including climate effects, along with other environmental 
and social topics of material importance. Kroger discloses detailed energy and emissions data, as well as our approach to 
managing climate-related topics, in our annual ESG Report, which can be found at www.thekrogerco.com/esgreport. 

 
Risk assessment 

 
To help identify and manage climate-related risks to our business, we conduct both qualitative and quantitative risk 

assessments.  We conducted our first quantitative climate risk assessment to determine the likelihood that different 
physical climate risks, including drought, extreme heat and extreme precipitation, would affect Kroger’s operations at 
representative facilities in different geographies and, in turn, potentially increase operating costs for these facilities.  As a 
result of our risk assessments, we do not currently anticipate the modeled physical risks to adversely affect our financial 
condition, results of operations or cash flows for the foreseeable future.  We plan to continue these qualitative and 
quantitative risk assessments moving forward.  

 
Kroger also acknowledges that current and emerging climate-related legislation could affect our business. As a 

result of forthcoming state and federal requirements regarding the phase down of hydrofluorocarbon (“HFC”) 
refrigerants, we anticipate steadily replacing our refrigerant infrastructure to reach required levels, which could incur 
significant costs to the business.  If legislation required an accelerated timeline regarding the phase down of HFC 
refrigerants, we could incur higher costs.  Any such legislation will affect all retailers using refrigerants in their 
operations.  
 

Climate adaptation 
 

To help prepare for and manage a variety of risk scenarios, including natural disasters and business disruptions to 
our supply chain, we maintain more than 200 business continuity plans. We have installed technologies and processes to 
ensure our supermarkets, food production plants, fulfillment centers and supply chain can respond quickly and remain 
operational. We also monitor energy availability and costs to help anticipate how changing climate patterns, like 
increasing temperatures, could affect our energy-sourcing costs and activities. Our teams also monitor transition risks 
due to climate change, including the effect possible new legislation may have on our business. 

 
Climate mitigation  

 
For many years, Kroger has implemented emission reduction projects, including energy efficiency improvements, 

refrigerant leak detection and mitigation measures, renewable energy installations and procurement and fleet 
efficiencies. In 2020, we set a goal to reduce absolute greenhouse gas (“GHG”) emissions from our operations (scope 1 
and 2 emissions) by 30% by 2030, against a 2018 baseline. The goal was developed using climate science and is aligned 
with the Paris Agreement, specifically supporting a well-below 2°C climate scenario according to the absolute 
contraction method.  Kroger is in the process of resetting its GHG reduction target to align with the requirements of the 
Science Based Targets initiative. This includes resetting our current Scope 1 and 2 emissions goal to support the 1.5°C 
scenario, and setting new Scope 3 emissions goals. 
 

Additional discussion about our approach to managing climate effects is included in our annual ESG Report.  The 
information in our ESG Report is not part of or incorporated by reference into this Annual Report on Form 10-K. 
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OUR PROPOSED TRANSACTION WITH ALBERTSONS CREATES INCREMENTAL BUSINESS, 
REGULATORY AND REPUTATIONAL RISKS 
 

On October 13, 2022, we entered into a merger agreement with Albertsons Companies Inc. (“Albertsons”), which 
sets forth the terms of our proposed transaction. The proposed transaction with Albertsons entails important risks, 
including, among others: the expected timing and likelihood of completion of the proposed transaction, including the 
timing, receipt and terms and conditions of any required governmental and regulatory clearance of the proposed 
transaction; the effect and terms and conditions of any potential divestitures, including those that may be imposed by 
regulators as a condition to the approval of the proposed transaction, and/or the separation of SpinCo (as described in the 
merger agreement); the occurrence of any event, change or other circumstances that could give rise to the termination of 
the merger agreement; the outcome of any legal proceedings that have been instituted and may in the future be instituted 
against the parties and others following announcement of the merger agreement and proposed transaction; the inability to 
consummate the proposed transaction due to the failure to satisfy other conditions to complete the proposed transaction; 
risks that the proposed transaction disrupts our current plans and operations; the ability to identify and recognize, 
including on the expected timeline, the anticipated total shareholder return (“TSR”), revenue and EBITDA expectations; 
the amount of the costs, fees, expenses and charges related to the proposed transaction; the risk that transaction and/or 
integration costs are greater than expected, including as a result of conditions regulators put on any approvals of the 
transaction; the potential effect of the announcement and/or consummation of the proposed transaction on relationships, 
including with associates, suppliers and competitors; our ability to maintain an investment grade credit rating; the risk 
that management’s attention is diverted from other matters; risks related to the potential effect of general economic, 
political and market factors, including changes in the financial markets as a result of inflation or measures implemented 
to address inflation, and any epidemic, pandemic or disease outbreaks, on Kroger, Albertsons or the proposed 
transaction; the risk of adverse effects on the market price of our or Albertsons’s securities or on Albertsons’s or the 
Company’s operating results for any reason; the occurrence of any event, change or other circumstances that could give 
rise to the termination of the merger agreement; and other risks described in our filings with the SEC. 
 
INTEGRATION OF NEW BUSINESS AND STRATEGIC ALLIANCES 

 
In addition to the above, we enter into mergers, acquisitions and strategic alliances with expected benefits including, 

among other things, operating efficiencies, procurement savings, innovation and sharing of best practices, that may allow 
for future growth.  Achieving the anticipated or desired benefits may be subject to a number of significant challenges 
and uncertainties, including, without limitation, whether unique corporate cultures will work collaboratively in an 
efficient and effective manner, the coordination of geographically separate organizations, the possibility of imprecise 
assumptions underlying expectations regarding potential synergies, capital requirements, and the integration process, 
unforeseen expenses and delays, and competitive factors in the marketplace.  We could also encounter unforeseen 
transaction and integration-related costs or other circumstances such as unforeseen liabilities or other issues.  Many of 
these potential circumstances are outside of our control and any of them could result in increased costs, decreased 
revenue, decreased synergies and the diversion of management time and attention.  If we are unable to achieve our 
objectives within the anticipated time frame, or at all, the expected benefits may not be realized fully or at all, or may 
take longer to realize than expected, which could have an adverse effect on our business, financial condition, results of 
operations or cash flows. 
 
COMPETITIVE ENVIRONMENT 

 
The operating environment for the food retailing industry continues to be characterized by the fragmentation of 

local, regional, and national retailers, including both retail and digital formats, intense competition and entry of non-
traditional competitors.  Customer behavior shifted quickly and considerably during the pandemic, including a shift from 
food away from home to food at home. We see three major trends shaping the industry: e-commerce, cooking at home 
and prepared foods to go. If we do not appropriately or accurately anticipate customer preferences or fail to quickly 
adapt to these changing preferences, or if trends shift more quickly to food away from home, our sales and profitability 
could be adversely affected.  If we fail to meet the evolving needs of our customers, our ability to compete and our 
financial condition, results of operations or cash flows could be adversely affected. 
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We are continuing to enhance the customer connection with investments in our four strategic pillars – Seamless, 
Personalization, Fresh, and Our Brands. Each of these are strategies designed to better serve our customers and to 
generate customer loyalty and sustainable growth momentum. We believe our plans to continue to improve these four 
strategic pillars will enable us to meet the wide-ranging needs and expectations of our customers.  If we are unable to 
continue to enhance the foregoing key elements of our connection with customers, or they fail to strengthen customer 
loyalty, our ability to compete and our financial condition, results of operations or cash flows could be adversely 
affected.  Our ecosystem monetizes the traffic and data insights generated by our retail supermarket business to create 
fast-growing, asset-light and margin rich revenue streams. We may be unsuccessful in implementing our alternative 
profit strategy, which could adversely affect our business growth and our financial condition, results of operations or 
cash flows.  The nature and extent to which our competitors respond to the evolving and competitive industry by 
developing and implementing their competitive strategies could adversely affect our profitability. 

 
In addition, evolving customer preferences and the advancement of online, delivery, ship to home, and mobile 

channels in our industry increase the competitive environment. We must anticipate and meet these evolving customer 
preferences and continue to implement technology, software and processes to be able to conveniently and cost-
effectively fulfill customer orders.  Providing flexible fulfillment options and implementing new technology is complex 
and may not meet customer preferences.  If we are not successful in reducing or offsetting the cost of fulfilling orders 
outside of our traditional in-store channel with efficiencies, cost-savings, expense reductions, or alternative revenues, our 
financial condition, results of operations or cash flows could be adversely affected.  

  
In addition, if we do not successfully develop and maintain a relevant digital experience for our customers, our 

business, financial condition, results of operations or cash flows could be adversely affected. Digital retailing is rapidly 
evolving, and we must keep pace with new developments by our competitors as well as the evolving needs and 
preferences of our customers. Our digital business accelerated significantly during the COVID-19 pandemic. We must 
compete by offering a convenient shopping experience for our customers regardless of how they choose to shop with us, 
and by investing in, providing and maintaining relevant customer-facing apps and interfaces that have the features 
customers want that are also reliable and easy to use. The future success of the digital business will also depend on the 
efficiency and cost effectiveness of fulfilling orders across our modalities, whether in store, in pickup-only locations, or 
through customer fulfillment centers powered by Ocado. 

 
PRODUCT SAFETY 

 
Customers count on Kroger to provide them with safe food and drugs and other merchandise.  Concerns regarding 

the safety of the products that we sell could cause shoppers to avoid purchasing certain products from us, or to seek 
alternative sources of supply even if the basis for the concern is outside of our control.  Any lost confidence on the part 
of our customers would be difficult and costly to reestablish.  We could be adversely affected by personal injury or 
product liability claims, product recalls, or other health and safety issues, which occur from time to time. If we sell 
products that cause illness or injury to customers, resulting from product contamination or spoilage, the presence of 
certain substances, or damage caused in handling, storage or transportation, we could be exposed to claims or litigation. 
Any issue regarding the safety of items, whether Our Brands items manufactured by the Company or for the Company 
or CPG products we sell, regardless of the cause, could have a substantial and adverse effect on our reputation, financial 
condition, results of operations or cash flows. 

 
EMPLOYEE MATTERS 

 
A majority of our associates are covered by collective bargaining agreements with unions, and our relationship with 

those unions, including a prolonged work stoppage affecting a substantial number of locations, could have a material 
adverse effect on our financial condition, results of operations or cash flows. We are a party to approximately 310 
collective bargaining agreements.  Upon the expiration of our collective bargaining agreements, work stoppages by the 
affected workers could occur (and have occurred in the past) if we are unable to negotiate new contracts with labor 
unions.  In addition, changes to national labor policy could affect labor relations with our associates and relationships 
with unions. Further, if we are unable to control health care, pension and wage costs, or if we have insufficient 
operational flexibility under our collective bargaining agreements, we may experience increased operating costs and an 
adverse effect on our financial condition, results of operations or cash flows. 
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We have committed to paying fair wages and providing the benefits that were collectively bargained with the United 
Food and Commercial Workers (“UFCW”) and other labor unions representing associates. Our ability to control labor 
and benefit costs is subject to numerous internal and external factors, including regulatory changes, wage rates, and 
healthcare and other insurance costs. Changes to wage regulations, including further increases in the minimum wage and 
extra pay ordinances enacted by local governments, could have an impact on our future financial condition, results of 
operations or cash flows.  Our ability to meet our labor needs, while controlling wages and other costs, is subject to 
numerous external factors, including the available qualified workforce in each area where we are located, unemployment 
levels within those areas, wage rates, and changes in employment and labor laws. 

 
Our continued success depends on the ongoing contributions of our associates, including members of our senior 

management and other key personnel. We must recruit, hire, develop and retain qualified associates with an increasingly 
large range of skills to meet the needs of our evolving and complex business. We compete with other retail and non-
retail businesses for these associates and invest significant resources in training and motivating them. Competition 
among potential employers has resulted, and may in the future result, in increased associate costs and has from time to 
time affected our ability to recruit and retain associates.  There is no assurance that we will be able to attract or retain 
sufficient highly qualified associates in the future, which could have a material adverse effect on our business, financial 
condition, results of operations or cash flows. 

 
DATA AND TECHNOLOGY 

 
Our business is increasingly dependent on information technology systems that are complex and vital to continuing 

operations, resulting in an expansion of our technological presence and corresponding risk exposure.  If we were to 
experience difficulties maintaining or operating existing systems or implementing new systems, we could incur 
significant losses due to disruptions in our operations.  As we modernize legacy systems, if we are unable to successfully 
implement those systems in a coordinated manner across internal and external stakeholders, we could be subject to 
business interruption or reputation risk with our customers, suppliers or associates. 

  
Through our sales and marketing activities, we collect and store some personal information that our customers 

provide to us. We also gather and retain information about our associates in the normal course of business. Under certain 
circumstances, we may share information with vendors that assist us in conducting our business, as required by law, or 
otherwise in accordance with our privacy policy. 

 
Our technology systems have been, and may be in the future, disrupted from circumstances beyond our control, as 

we regularly defend against and respond to data security incidents.  Cyber-attackers have targeted and accessed, and may 
in the future again target and, if successful, access, information stored in our or our vendors’ systems in order to 
misappropriate confidential customer or business information.  Due to the ongoing war between Russia and Ukraine, 
there is an increased possibility of cyberattacks that could either directly or indirectly affect our operations.  Although 
we have implemented procedures to protect our information, and require our vendors to do the same, we cannot be 
certain that our security systems will successfully defend against, or be able to effectively respond to, rapidly evolving, 
increasingly sophisticated cyber-attacks as they become more difficult to detect and defend against.  Further, a Kroger 
associate, a contractor or other third party with whom we do business may in the future circumvent our security 
measures in order to obtain information or may inadvertently cause a breach involving information.  In addition, 
hardware, software or applications we may use may have inherent defects, vulnerabilities, or could be inadvertently or 
intentionally applied or used in a way that could compromise our information security. 
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Our cybersecurity program, continued investment in our information technology systems, and our processes to 
evaluate and select vendors with reasonable information security controls may not effectively insulate us from potential 
attacks, data breaches or disruptions to our business operations, which could result in a loss of customers or business 
information, negative publicity, damage to our reputation, and exposure to claims from customers, financial institutions, 
regulatory authorities, payment card associations, associates and other persons.  Any such events could have an adverse 
effect on our business, financial condition, results of operations or cash flows and may not be covered by our insurance. 
In addition, compliance with privacy and information security laws and standards may result in significant expense due 
to increased investment in technology and the development of new operational processes and may require us to devote 
significant management resources to address these issues.  The costs of attempting to protect against the foregoing risks 
and the costs of responding to cyber-attacks are significant. Following a cyber-attack, our and/or our vendors’ 
remediation efforts may not be successful, and a cyber-attack could result in interruptions, delays or cessation of service, 
and loss of existing or potential customers.  In addition, breaches of our and/or our vendors’ security measures and the 
unauthorized dissemination of sensitive personal information or confidential information about us or our customers 
could expose our customers’ private information and our customers to the risk of financial or medical identity theft, or 
expose us or other third parties to a risk of loss or misuse of this information, and result in investigations, regulatory 
enforcement actions, material fines and penalties, loss of customers and business relationships, litigation or other actions 
which could have a material adverse effect on our brands, reputation, business, financial condition, results of operations 
or cash flows. 

 
Data governance failures can adversely affect our reputation and business. Our business depends on our customers’ 

willingness to entrust us with their personal information. Events that adversely affect that trust, including inadequate 
disclosure to our customers of our uses of their information, failures to honor new and evolving data privacy rights, 
failing to keep our information technology systems and our customers’ sensitive information secure from significant 
attack, theft, damage, loss or unauthorized disclosure or access, whether as a result of our action or inaction (including 
human error) or that of our business associates, vendors or other third parties, could adversely affect our brand and 
reputation and operating results and also could expose and/or has exposed us to mandatory disclosure to the media, 
litigation (including class action litigation), governmental investigations and enforcement proceedings, material fines, 
penalties and/or remediation costs, and compensatory, special, punitive and statutory damages, consent orders, and/or 
injunctive relief, any of which could adversely affect our businesses, financial condition, results of operations or cash 
flows. Large scale data breaches at other entities, including supply chain security vulnerabilities, increase the challenge 
we and our vendors face in maintaining the security of our information technology systems and proprietary information 
and of our customers’ information. There can be no assurance that such failures will not occur, or if any do occur, that 
we will detect them or that they can be sufficiently remediated. 

  
The use of data by our business and our business associates is highly regulated.  Privacy and information-security 

laws and regulations change, and compliance with them may result in cost increases due to, among other things, systems 
changes and the development of new processes. If we, our third party service providers, or those with whom we share 
information fail to comply with laws and regulations, or self-regulatory regimes, that apply to all or parts of our 
business, such as section 5 of the FTC Act, the California Consumer Privacy Act (CCPA), the Health Insurance 
Portability and Accountability Act (HIPAA), or applicable international laws such as the EU General Data Protection 
Regulation (GDPR), our reputation could be damaged, possibly resulting in lost business, and we could be subjected to 
additional legal risk or financial losses as a result of non-compliance. 
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PAYMENT SYSTEMS 
 
We accept payments using a variety of methods, including cash and checks, select credit and debit cards, and 

Kroger Pay, a mobile payment solution.  As we offer new payment options to our customers, we may be subject to 
additional rules, regulations, compliance requirements, and higher fraud losses. For certain payment methods, we pay 
interchange and other related acceptance fees, along with additional transaction processing fees. We rely on third parties 
to provide payment transaction processing services for credit and debit cards. It could disrupt our business if these 
companies become unwilling or unable to provide these services to us, including due to short term disruption of service. 
We are also subject to evolving payment card association and network operating rules, including data security rules, 
certification requirements and rules governing electronic funds transfers. For example, we are subject to Payment Card 
Industry Data Security Standards (“PCI DSS”), which contain compliance guidelines and standards with regard to our 
security surrounding the physical and electronic storage, processing and transmission of individual cardholder data. If 
our payment card terminals or internal systems are breached or compromised, we may be liable for card re-issuance 
costs and other costs, subject to fines and higher transaction fees, and lose our ability to accept card payments from our 
members, or if our third-party service providers’ systems are breached or compromised, our business, financial 
condition, results of operations or cash flows could be adversely affected. 

 
INDEBTEDNESS 

 
Our indebtedness could reduce our ability to obtain additional financing for working capital, mergers and 

acquisitions or other purposes and could make us vulnerable to future economic downturns as well as competitive 
pressures.  If debt markets do not permit us to refinance certain maturing debt, we may be required to dedicate a 
substantial portion of our cash flow from operations to payments on our indebtedness.  Changes in our credit ratings, or 
in the interest rate environment, could have an adverse effect on our financing costs and structure. 

 
LEGAL PROCEEDINGS AND INSURANCE 

 
From time to time, we are a party to legal proceedings, including matters involving personnel and employment 

issues, personal injury, contract disputes, regulatory claims and other proceedings.  Other legal proceedings purport to be 
brought as class actions on behalf of similarly situated parties.  Some of these proceedings could result in a substantial 
loss to Kroger.  We estimate our exposure to these legal proceedings and establish accruals for the estimated liabilities, 
where it is reasonably possible to estimate and where an adverse outcome is probable.  Assessing and predicting the 
outcome of these matters involves substantial uncertainties.  Adverse outcomes in these legal proceedings, or changes in 
our evaluations or predictions about the proceedings, could have an adverse effect on our financial condition, results of 
operations or cash flows.  Please also refer to the “Litigation” section in Note 12 to the Consolidated Financial 
Statements. 

 
We use a combination of insurance and self-insurance to provide for potential liability for workers’ compensation, 

automobile and general liability, property, director and officers’ liability, cyber risk exposure and associate health care 
benefits.  Any actuarial projection of losses is subject to a high degree of variability. With respect to insured matters, we 
are liable for retention amounts that vary by the nature of the claim, and some losses may not be covered by insurance. 
Changes in legal claims, trends and interpretations, variability in inflation rates, changes in the nature and method of 
claims settlement, benefit level changes due to changes in applicable laws, insolvency of insurance carriers, and changes 
in discount rates could all affect our financial condition, results of operations or cash flows. 
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MULTI-EMPLOYER PENSION OBLIGATIONS 
 
As discussed in more detail below in “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations-Critical Accounting Policies-Multi-Employer Pension Plans,” Kroger contributes to several multi-employer 
pension plans based on obligations arising under collective bargaining agreements with unions representing associates 
covered by those agreements.  We believe the present value of actuarially accrued liabilities in most of these multi-
employer plans exceeds the value of the assets held in trust to pay benefits, and we expect that Kroger’s contributions to 
most of these funds will increase over the next few years.  A significant increase to those funding requirements could 
adversely affect our financial condition, results of operations or cash flows.  Despite the fact that the pension obligations 
of these funds are not the liability or responsibility of the Company, except as noted below, there is a risk that the 
agencies that rate our outstanding debt instruments could view the underfunded nature of these plans unfavorably, or 
adjust their current views unfavorably, when determining their ratings on our debt securities.  Any downgrading of our 
debt ratings likely would adversely affect our cost of borrowing and access to capital. 

 
We also currently bear the investment risk of two multi-employer pension plans in which we participate.  In 

addition, we have been designated as the named fiduciary of these funds with sole investment authority of the assets of 
these funds.  If investment results fail to meet our expectations, we could be required to make additional contributions to 
fund a portion of or the entire shortfall, which could have an adverse effect on our business, financial condition, results 
of operations or cash flows. 

 
FUEL 

 
We sell a significant amount of fuel in our 1,637 fuel centers, which could face increased regulation, including due 

to climate change or other environmental concerns, and demand could be affected by concerns about the effect of 
emissions on the environment as well as retail price increases.  We are unable to predict future regulations, 
environmental effects, political unrest, acts of war or terrorism, disruptions to the economy, including but not limited to 
the COVID-19 pandemic, the war between Russia and Ukraine, and other matters that affect the cost and availability of 
fuel, and how our customers will react to such factors, which could adversely affect our financial condition, results of 
operations or cash flows. 

 
ECONOMIC CONDITIONS 

 
Our operating results could be materially affected by changes in overall economic conditions and other economic 

factors that impact consumer confidence and spending, including discretionary spending.  Future economic conditions 
affecting disposable consumer income such as employment levels, business conditions, overall economic slowdown or 
recession, changes in housing market conditions, changes in government benefits such as SNAP/EBT or child care 
credits, the availability of credit, interest rates, inflation or deflation, tax rates and other matters could reduce consumer 
spending.  Inflation could materially affect our operating results through increases to our cost of goods, supply chain 
costs and labor costs.  In addition, the economic factors listed above, or any other economic factors or circumstances 
resulting in higher transportation, labor, insurance or healthcare costs or commodity prices, and other economic factors 
can increase our merchandise costs and operating, general and administrative expenses and otherwise adversely affect 
our financial condition, results of operations or cash flows.  Increased fuel prices also have an effect on consumer 
spending and on our costs of producing and procuring products that we sell.  A deterioration in overall economic 
conditions, including the uncertainty caused by inflation rate volatility, could adversely affect our business in many 
ways, including slowing sales growth, reducing overall sales and reducing gross margins.  We regularly maintain cash 
balances at third-party financial institutions in excess of the Federal Deposit Insurance Corporation (“FDIC”) insurance 
limit and are therefore reliant on banks and other financial institutions to safeguard and allow ready access to these 
assets.  If banks or financial institutions enter receivership or become insolvent in the future in response to financial 
conditions affecting the banking system and financial markets, our ability to access our existing cash, cash equivalents 
and investments may be threatened.  We are unable to predict how the global economy and financial markets will 
perform.  If the global economy and financial markets do not perform as we expect, it could adversely affect our 
business, financial condition, results of operations or cash flows. 
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COVID-19 
 
COVID-19 has impacted and may continue to impact our business, including our supply chain, store operations and 

merchandising functions, as well as our associates. While our operations have generally stabilized since the peak of the 
pandemic, we cannot predict with certainty the extent that our operations may continue to be impacted by any continuing 
effects of COVID-19 on us or on our customers, suppliers, vendors, and other business partners, and each of their 
financial conditions; however, any adverse effect on these parties could materially and adversely impact us.  To the 
extent that COVID-19 continues to affect the U.S. and global economy and our business, it may also heighten other risks 
described in this section, including but not limited to those related to consumer behavior and expectations, competition, 
implementation of strategic initiatives, cybersecurity threats, payment-related risks, supply chain disruptions, labor 
availability and cost, litigation and operational risk as a result of regulatory requirements. 

  
LEGAL AND GOVERNMENT REGULATION 

 
We are subject to various laws, regulations, and administrative practices that affect our business, including laws and 

regulations involving antitrust and competition, privacy, data protection, environmental, healthcare, anti-bribery, anti-
corruption, tax, accounting, and financial reporting or other matters.  These and other rapidly changing laws, regulations, 
policies and related interpretations, as well as increased enforcement actions by various governmental and regulatory 
agencies, create challenges for the Company, may alter the environment in which we do business and may increase the 
ongoing costs of compliance, which could adversely affect our financial condition, results of operations and cash flows. 
If we are unable to continue to meet these challenges and comply with all laws, regulations, policies and related 
interpretations, it could negatively affect our reputation and our business results. Additionally, we are currently, and in 
the future may be, subject to a number of inquiries, investigations, claims, proceeding, and requests for information from 
governmental agencies or private parties, the adverse outcomes of which could harm our business. Failure to 
successfully manage these new or pending regulatory and legal matters and resolve such matters without significant 
liability or damage to our reputation may adversely affect our financial condition, results of operations and cash flows. 
Furthermore, if new or pending legal or regulatory matters result in fines or costs in excess of the amounts accrued to 
date, that may also materially affect our financial condition, results of operations or cash flows. 

 
In addition, increasing governmental and societal attention to environmental, social, and governance (ESG) matters, 

including expanding voluntary reporting, diligence, and disclosure on topics such as climate change, waste production, 
water usage, human capital, labor, and risk oversight, could expand the nature, scope, and complexity of matters that we 
are required to control, assess, and report and could negatively affect the Company’s reputation. 

 
Additionally, we must comply with numerous provisions regulating, among other things, health and sanitation 

standards, food labeling and safety, equal employment opportunity, minimum wages and licensing for the sale of food, 
drugs, and alcoholic beverages. We cannot predict future laws, regulations, interpretations, administrative orders, or 
applications, or the effect they will have on our operations. They could, however, significantly increase the cost of doing 
business.  They also could require the reformulation of some of the products that we sell (or manufacture for sale to third 
parties) to meet new standards.  We also could be required to recall or discontinue the sale of products that cannot be 
reformulated.  These changes could result in additional record keeping, expanded documentation of the properties of 
certain products, expanded or different labeling, or scientific substantiation. Any or all of these requirements could have 
an adverse effect on our financial condition, results of operations or cash flows. 
 
WEATHER, NATURAL DISASTERS AND OTHER EVENTS 

 
A large number of our stores, distribution facilities and fulfillment centers are geographically located in areas that 

are susceptible to hurricanes, tornadoes, floods, droughts, ice and snow storms and earthquakes.  Weather conditions and 
natural disasters have, and may again in the future, disrupt our operations at one or more of our facilities, interrupt the 
delivery of products to our stores, substantially increase the cost of products, including supplies and materials and 
substantially increase the cost of energy needed to operate our facilities or deliver products to our facilities.  Moreover, 
the effects of climate change, including those associated with extreme weather events, may affect our ability to procure 
needed commodities at costs and in quantities that are optimal for us or at all.  Adverse weather, natural disasters, 
geopolitical and catastrophic events, such as war, civil unrest, acts of terrorism or other acts of violence, including active 
shooter situations (which have occurred in the past at our locations), or pandemics, such as the spread of COVID-19, or 
other future pandemics and other matters that could reduce consumer spending, could materially affect our financial 
condition, results of operations or cash flows. 
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CLIMATE IMPACT 
 

The long-term effects of global climate change present both physical risks, such as extreme weather conditions or 
rising sea levels, and transition risks, such as regulatory or technology changes, which are expected to be widespread and 
unpredictable. These changes could over time affect, for example, the availability and cost of products, commodities and 
energy including utilities, which in turn may impact our ability to procure goods or services required for the operation of 
our business at the quantities and levels we require. In addition, many of our operations and facilities are in locations that 
may be affected by the physical risks of climate change, and we face the risk of losses incurred as a result of physical 
damage to stores, distribution or fulfillment centers, loss or spoilage of inventory and business interruption caused by 
such events. We also use natural gas, diesel fuel, gasoline and electricity in our operations, all of which could face 
increased regulation and cost increases as a result of climate change or other environmental concerns. Transitioning to 
alternative energy sources, such as renewable electricity or electric vehicles, and investments in new technologies, could 
incur higher costs.  Regulations limiting greenhouse gas emissions and energy inputs will also increase in coming years, 
which may increase our costs associated with compliance, tracking, reporting, and sourcing. These events and their 
impacts could otherwise disrupt and adversely affect our operations and could have an adverse effect on our financial 
condition, results of operations or cash flows. 

 
SUPPLY CHAIN 

 
Disruption in our global supply chain could negatively affect our business. The products we sell are sourced from a 

wide variety of domestic and international vendors, and any future disruption in our supply chain or inability to find 
qualified vendors and access products that meet requisite quality and safety standards in a timely and efficient manner 
could adversely affect our business. The loss or disruption of such supply arrangements for any reason, labor disputes, 
loss or impairment of key manufacturing sites, acts of war or terrorism, disruptive global political events, such as the 
ongoing war between Russia and Ukraine, quality control issues, a supplier’s financial distress, natural disasters or 
health crises, including the COVID-19 pandemic, regulatory actions or ethical sourcing issues, trade sanctions or other 
external factors over which we have no control, could interrupt product supply and, if not effectively managed and 
remedied, have an adverse effect on our business, financial condition, results of operations or cash flows. 
 
ITEM 1B. UNRESOLVED STAFF COMMENTS. 
 

None. 
 

ITEM 2. PROPERTIES. 
 

As of January 28, 2023, we operated approximately 2,800 owned or leased supermarkets, distribution warehouses 
and food production plants through divisions, subsidiaries or affiliates. These facilities are located throughout the United 
States.  We generally own store equipment, fixtures and leasehold improvements, as well as processing and food 
production equipment. The total cost of our owned assets and finance leases at January 28, 2023, was $53.4 billion while 
the accumulated depreciation was $28.6 billion. 

 
We lease certain store real estate, warehouses, distribution centers, office space and equipment. We operate in 

leased facilities in approximately half of our store locations. Lease terms generally range from 10 to 20 years with 
options to renew for varying terms at our sole discretion. Certain leases also include options to purchase the leased 
property.  Leases with an initial term of 12 months or less are not recorded on the balance sheet. Certain leases include 
escalation clauses or payment of executory costs such as property taxes, utilities or insurance and maintenance. Rent 
expense for leases with escalation clauses or other lease concessions are accounted for on a straight-line basis over the 
lease term.  Our lease agreements do not contain any material residual value guarantees or material restrictive covenants.  
Certain properties or portions thereof are subleased to others for periods generally ranging from one to 20 years.  For 
additional information on lease obligations, see Note 9 to the Consolidated Financial Statements. 
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ITEM 3. LEGAL PROCEEDINGS. 
 

Incorporated by reference herein is information regarding certain legal proceedings in which we are involved as set 
forth under “Litigation” contained in Note 12 – “Commitments and Contingencies” in the notes to the Consolidated 
Financial Statements in Item 8 of Part II of this Annual Report. 
 
ITEM 4. MINE SAFETY DISCLOSURES. 
 

Not applicable. 
 

PART II 
 
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS 

AND ISSUER PURCHASES OF EQUITY SECURITIES. 
 

Our common stock is listed on the New York Stock Exchange under the symbol “KR.” As of March 22, 2023, there 
were 25,062 shareholders of record. 

 
During 2022, we paid two quarterly cash dividends of $0.21 per share and two quarterly cash dividends of $0.26 per 

share.  During 2021, we paid two quarterly cash dividends of $0.18 per share and two quarterly cash dividends of $0.21 
per share.  On March 1, 2023, we paid a quarterly cash dividend of $0.26 per share.  On March 9, 2023, we announced 
that our Board of Directors declared a quarterly cash dividend of $0.26 per share, payable on June 1, 2023, to 
shareholders of record at the close of business on May 15, 2023.  We currently expect to continue to pay comparable 
cash dividends on a quarterly basis, that will increase over time, depending on our earnings and other factors, including 
approval by our Board. 
 

For information on securities authorized for issuance under our existing equity compensation plans, see Item 12 
under the heading “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters.” 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS. 

 
The following discussion and analysis of financial condition and results of operations of The Kroger Co. should be 

read in conjunction with the “Forward-looking Statements” section set forth in Part I and the “Risk Factors” section set 
forth in Item 1A of Part I.  MD&A is provided as a supplement to, and should be read in conjunction with, our 
Consolidated Financial Statements and the accompanying notes thereto contained in Item 8 of this report, as well as Part 
II, Item 7 “Management's Discussion and Analysis of Financial Condition and Results of Operations” of our Form 10-K 
for the year ended January 29, 2022, which provides additional information on comparisons of fiscal years 2021 and 
2020.  Kroger is unable to provide a full reconciliation of forward-looking GAAP and non-GAAP measures used in this 
Annual Report on Form 10-K without unreasonable effort because it is not possible to predict certain of our adjustment 
items with a reasonable degree of certainty. This information is dependent upon future events and may be outside of our 
control and its unavailability could have a significant effect on future financial results. 
 
OUR VALUE CREATION MODEL – DELIVERING CONSISTENT AND ATTRACTIVE TOTAL 
SHAREHOLDER RETURN 
 

Kroger’s proven value creation model is allowing us to deliver today and invest for the future. The foundation of our 
value creation model is our omnichannel food retail business, which is built on Kroger’s strategic assets: our stores, 
digital ecosystem, Our Brands and our data. These assets, when combined with our go-to-market strategy, deliver a 
compelling value proposition for our customers. We continue to build long-term customer loyalty through Fresh, Our 
Brands, Personalization and our seamless shopping experience to drive sustainable sales growth in our retail 
supermarket business, including fuel and health and wellness. This, in turn, generates the data and traffic that enables our 
fast growing, high operating margin alternative profit businesses. We are evolving from a traditional food retailer into a 
more diverse, food first business that we expect will consistently deliver net earnings growth in the future. This will be 
achieved by: 

 
• Growing identical sales without fuel. Our plan involves maximizing growth opportunities in our supermarket 

business and is supported by continued strategic investments in our customers, associates, and our seamless 
ecosystem to ensure we deliver a full, friendly and fresh experience for every customer, every time. As more 
and more customers incorporate ecommerce into their permanent routines, we expect digital sales to grow at a 
double-digit rate – a faster pace than other food at home sales – over time; and 

 
• Expanding operating margin, through a balanced model where strategic price investments for our customers, 

investments in our associates’ wages and benefits and investments in technology to deliver a better associate 
and customer experience are offset by (i) our cost savings program, which has delivered $1 billion in cost 
savings annually for the past five fiscal years, (ii) improving our product mix, as we accelerate momentum with 
our Fresh and Our Brands initiatives, and (iii) growing our alternative profit businesses. 

 
We expect to continue to generate strong free cash flow and are committed to being disciplined with capital 

deployment in support of our value creation model and stated capital allocation priorities. Our first priority is to invest in 
the business through attractive high return opportunities that drive long-term sustainable net earnings growth. We are 
committed to maintaining our current investment grade debt rating and our net total debt to adjusted EBITDA ratio 
target range of 2.30 to 2.50. We also expect to continue to grow our dividend over time and return excess cash to 
shareholders via stock repurchases, subject to Board approval. During the third quarter of 2022, we paused our share 
repurchase program to prioritize de-leveraging following the proposed merger with Albertsons. 

 
We expect our value creation model will result in total shareholder return within our target range of 8% to 11% over 

time, which does not contemplate the effect of the proposed merger with Albertsons. 
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OVERVIEW  
   

Notable items for 2022 are:  
 

Shareholder Return 
 

• Achieved net earnings attributable to The Kroger Co. per diluted common share of $3.06, which represents a 
41% increase compared to 2021. 
 

• Achieved adjusted net earnings attributable to The Kroger Co. per diluted common share of $4.23, which 
represents a 15% increase compared to 2021. 
 

• Achieved operating profit of $4.1 billion, which represents a 19% increase compared to 2021. 
 

• Achieved adjusted FIFO operating profit of $5.1 billion, which represents an 18% increase compared to 2021. 
 

• Generated cash flows from operations of $4.5 billion. 
 

• Returned $1.7 billion to shareholders through share repurchases and dividend payments. During the third 
quarter of 2022, we paused our share repurchase program to prioritize deleveraging following the proposed 
merger with Albertsons. 
 

Other Financial Results 
 

• Identical sales, excluding fuel, increased 5.6%, which included identical sales growth in Our Brands categories 
of 9.0%.  Identical sales, excluding fuel, would have grown 5.8% in 2022 if not for the reduction in pharmacy 
sales from our termination of our agreement with Express Scripts effective December 31, 2022.  This 
terminated agreement had no material effect on profitability. 
 

• Digital sales increased 4%, which was led by strength in our Delivery solutions, which grew by 25%. Delivery 
solutions growth was driven by our Boost membership program and expansion of our Kroger Delivery network. 
Digital sales include products ordered online and picked up at our stores and our Delivery and Ship solutions. 
Our Delivery solutions include orders delivered to customers from retail store locations, customer fulfillment 
centers powered by Ocado and orders placed through third-party platforms. Our Ship solutions primarily 
include online orders placed through our owned platforms that are dispatched using mail service or third-party 
courier. 

 
• We are currently operating in a more volatile inflationary environment and we experienced higher product cost 

inflation during 2022, compared to 2021. Our LIFO charge for 2022 was $626 million, compared to $197 
million in 2021.  This increase was attributable to higher product cost inflation primarily in grocery. 
 

•  Achieved cost savings greater than $1 billion for the fifth consecutive year.  
 

Significant Events 
 

• As previously disclosed, on October 13, 2022, we entered into a merger agreement with Albertsons. In 
connection with the merger agreement, we entered into a commitment letter for a bridge term loan facility and 
executed a term loan credit agreement. During the third quarter of 2022, we paused our share repurchase 
program to prioritize deleveraging following the proposed merger with Albertsons. For additional information 
about the proposed merger with Albertsons, see Note 16 to the Consolidated Financial Statements. 
 

• During 2022, we opened four additional Kroger Delivery customer fulfillment centers powered by Ocado’s 
automated smart platform — one in Dallas, Texas, one in Pleasant Prairie, Wisconsin, one in Romulus, 
Michigan and one in Aurora, Colorado. 
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• During 2022, we recognized legal settlement costs of $85 million, $67 million net of tax, relating to the 
settlement of all opioid litigation claims with the State of New Mexico. This amount was excluded from our 
adjusted FIFO operating profit and adjusted net earnings results to reflect the unique and non-recurring nature 
of the charge. This settlement is not an admission of wrongdoing or liability by Kroger and we will continue to 
vigorously defend against other claims and lawsuits relating to opioids. This settlement is based on a set of 
unique and specific facts relating to New Mexico, and we do not believe that the settlement amount or any other 
terms of our agreement with New Mexico can or should be extrapolated to any other opioid-related cases 
pending against us. It is our view that this settlement is not a reliable proxy for the outcome of any other cases 
or the overall level of our exposure. 
 

• During 2022, we recorded a goodwill and fixed asset impairment charge related to Vitacost.com for $164 
million.  The talent and capabilities gained through the merger with Vitacost in 2014 have been key to 
advancing Kroger’s digital platform and growing our digital business to more than $10 billion in annual sales. 
As our digital strategy has evolved, our primary focus looking forward will be to effectively utilize our Pickup 
and Delivery capabilities and this reprioritization resulted in the impairment charge. Vitacost.com will continue 
to operate as an online platform providing great value natural, organic, and eco-friendly products for customers. 

 
OUR BUSINESS 
 

The Kroger Co. (the “Company” or “Kroger”) was founded in 1883 and incorporated in 1902.  Our Company is 
built on the foundation of our food retail business, which includes the added convenience of our retail pharmacies and 
fuel centers.  Our strategy is focused on growing customer loyalty by delivering great value and convenience, and 
investing in four strategic pillars: Fresh, Our Brands, Data & Personalization and Seamless.  

 
We also utilize the data and traffic generated by our retail business to deliver incremental value and services for our 

customers that generates alternative profit streams. These alternative profit streams would not exist without our core 
retail business.   

 
Our revenues are predominately earned and cash is generated as consumer products are sold to customers in our 

stores, fuel centers and via our online platforms.  We earn income predominately by selling products at price levels that 
produce revenues in excess of the costs we incur to make these products available to our customers.  Such costs include 
procurement and distribution costs, facility occupancy and operational costs, and overhead expenses.  Our retail 
operations, which represent 97% of our consolidated sales, is our only reportable segment. 

 
Kroger is diversified across brands, product categories, channels of distribution, geographies and consumer 

demographics.  Our combination of assets include the following: 
 

Stores 
 

As of January 28, 2023, Kroger operates supermarkets under a variety of local banner names in 35 states and the 
District of Columbia.  As of January 28, 2023, Kroger operated, either directly or through its subsidiaries, 2,719 
supermarkets, of which 2,252 had pharmacies and 1,637 had fuel centers.  We connect with customers through our 
expanding seamless ecosystem and the consistent delivery of a full, fresh, and friendly customer experience.  Fuel sales 
are an important part of our revenue, net earnings and loyalty offering.  Our fuel strategy is to include a fuel center at 
each of our supermarket locations when it is feasible and it is expected to be profitable. 
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Seamless Digital Ecosystem 
 

We offer a convenient shopping experience for our customers regardless of how they choose to shop with us, 
including Pickup, Delivery and Ship.  We offer Pickup and Harris Teeter ExpressLane™ — personalized, order online, 
pick up at the store services — at 2,274 of our supermarkets and provide Delivery, which allows us to offer digital 
solutions to substantially all of our customers.  Our Delivery solutions include orders delivered to customers from retail 
store locations and customer fulfillment centers powered by Ocado. These channels allow us to serve customers 
anything, anytime, and anywhere with zero compromise on selection, convenience, and price.  We also provide relevant 
customer-facing apps and interfaces that have the features customers want that are also reliable, easy to use and deliver a 
seamless customer experience across our store and digital channels. 
 

Merchandising and Manufacturing 
 

Our Brands products play an important role in our merchandising strategy and represented over $30 billion of our 
sales in 2022.  We operate 33 food production plants, primarily bakeries and dairies, which supply approximately 30% 
of Our Brands units and 42% of the grocery category Our Brands units sold in our supermarkets; the remaining Our 
Brands items are produced to our strict specifications by outside manufacturers. 

 
Our Data 

 
We are evolving from a traditional food retailer into a more diverse, food first business.  The traffic and data 

generated by our retail supermarket business, including pharmacies and fuel centers, is enabling this transformation. 
Kroger serves approximately 60 million households annually and because of our rewards program, over 90% of 
customer transactions are tethered to a Kroger loyalty card.  Our 20 years of investment in data science capabilities is 
allowing us to utilize this data to create personalized experiences and value for our customers and is also enabling our 
fast-growing, high operating margin alternative profit businesses, including data analytic services and third party media 
revenue.  Our retail media business – Kroger Precision Marketing – provides best in class media capabilities for our 
consumer packaged goods partners and is a key driver of our digital profitability and alternative profit. 

 
Proposed Merger with Albertsons 

 
As previously disclosed, on October 13, 2022, we entered into a merger agreement with Albertsons.  The proposed 

merger is expected to accelerate our go-to-market strategy that includes Fresh, Our Brands, Personalization and 
Seamless, and continue our track record of investments across lowering prices, enhancing the customer experience, and 
increasing associate wages and benefits.  For additional information about the proposed merger with Albertsons, see 
Note 16 to the Consolidated Financial Statements. 
 
USE OF NON-GAAP FINANCIAL MEASURES  
   

The accompanying Consolidated Financial Statements, including the related notes, are presented in accordance with 
generally accepted accounting principles (“GAAP”). We provide non-GAAP measures, including First-In, First-Out 
(“FIFO”) gross margin, FIFO operating profit, adjusted FIFO operating profit, adjusted net earnings and adjusted net 
earnings per diluted share because management believes these metrics are useful to investors and analysts. These non- 
GAAP financial measures should not be considered as an alternative to gross margin, operating profit, net earnings and 
net earnings per diluted share or any other GAAP measure of performance. These measures should not be reviewed in 
isolation or considered as a substitute for our financial results as reported in accordance with GAAP. 

  
We calculate FIFO gross margin as FIFO gross profit divided by sales. FIFO gross profit is calculated as sales less 

merchandise costs, including advertising, warehousing, and transportation expenses, but excluding the Last-In, First-Out 
(“LIFO”) charge. Merchandise costs exclude depreciation and rent expenses. FIFO gross margin is an important measure 
used by management and management believes FIFO gross margin is a useful metric to investors and analysts because it 
measures the merchandising and operational effectiveness of our go-to-market strategy. 

 
We calculate FIFO operating profit as operating profit excluding the LIFO charge. FIFO operating profit is an 

important measure used by management and management believes FIFO operating profit is a useful metric to investors 
and analysts because it measures the operational effectiveness of our financial model. 
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The adjusted net earnings, adjusted net earnings per diluted share and adjusted FIFO operating profit metrics are 
important measures used by management to compare the performance of core operating results between periods. We 
believe adjusted net earnings, adjusted net earnings per diluted share and adjusted FIFO operating profit are useful 
metrics to investors and analysts because they present more accurate year-over-year comparisons of our net earnings, net 
earnings per diluted share and FIFO operating profit because adjusted items are not the result of our normal operations. 
Net earnings for 2022 include the following, which we define as the “2022 Adjusted Items:” 

 
• Charges to operating, general and administrative expenses (“OG&A”) of $25 million, $19 million net of tax, for 

obligations related to withdrawal liabilities for certain multi-employer pension funds, $20 million, $15 million 
net of tax, for the revaluation of Home Chef contingent consideration, $44 million, $34 million net of tax, for 
merger related costs, $85 million, $67 million net of tax, for legal settlement costs and $164 million for 
goodwill and fixed asset impairment charges related to Vitacost.com (the “2022 OG&A Adjusted Items”). 
 

• Losses in other income (expense) of $728 million, $561 million net of tax, for the unrealized loss on 
investments (the “2022 Other Income (Expense) Adjusted Items”). 

 
Net earnings for 2021 include the following, which we define as the “2021 Adjusted Items:” 
 
• Charges to OG&A of $449 million, $344 million net of tax, for obligations related to withdrawal liabilities for a 

certain multi-employer pension fund, $66 million, $50 million net of tax, for the revaluation of Home Chef 
contingent consideration and $136 million, $104 million net of tax, for transformation costs (the “2021 OG&A 
Adjusted Items”). 
 

• Losses in other income (expense) of $87 million, $68 million net of tax, related to company-sponsored pension 
plan settlements and $821 million, $628 million net of tax, for the unrealized loss on investments (the “2021 
Other Income (Expense) Adjusted Items”). 

 
• A reduction to income tax expense of $47 million primarily due to the completion of income tax audit 

examinations covering multiple years. 
 

Net earnings for 2020 include the following, which we define as the “2020 Adjusted Items:” 
 
• Charges to OG&A of $989 million, $754 million net of tax, for commitments to certain multi-employer pension 

funds, $189 million, $141 million net of tax, for the revaluation of Home Chef contingent consideration and 
$111 million, $81 million net of tax, for transformation costs (the “2020 OG&A Adjusted Items”). 
 

• Gains in other income (expense) of $1.1 billion, $821 million net of tax, for the unrealized gain on investments 
(the “2020 Other Income (Expense) Adjusted Item”). 

 
The table below provides a reconciliation of net earnings attributable to The Kroger Co. to adjusted net earnings 

attributable to The Kroger Co. and a reconciliation of net earnings attributable to The Kroger Co. per diluted common 
share to adjusted net earnings attributable to The Kroger Co. per diluted common share excluding the 2022, 2021 and 
2020 Adjusted Items: 
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Operating, General and Administrative Expenses 
 

OG&A expenses consist primarily of employee-related costs such as wages, healthcare benefit costs, retirement plan 
costs, utilities, and credit card fees. Rent expense, depreciation and amortization expense, and interest expense are not 
included in OG&A. 

 
OG&A expenses, as a percentage of sales, were 16.09% in 2022 and 16.83% in 2021.  The decrease in 2022, 

compared to 2021, resulted primarily from the effect of sales leverage across fuel and supermarkets, which decreases our 
OG&A rate, as a percentage of sales, lower contributions to multi-employer pension plans, decreased healthcare costs, 
the 2021 OG&A Adjusted Items and broad-based improvement from cost savings initiatives that drive administrative 
efficiencies, store productivity and sourcing cost reductions, partially offset by investments in our associates, costs 
related to strategic investments in various margin expansion initiatives that will drive future growth and the 2022 OG&A 
Adjusted Items. 

 
Our fuel sales lower our OG&A rate, as a percentage of sales, due to the very low OG&A rate, as a percentage of 

sales, of fuel sales compared to non-fuel sales.  Excluding the effect of fuel, the 2022 OG&A Adjusted Items and the 
2021 OG&A Adjusted Items, our OG&A rate decreased 19 basis points in 2022, compared to 2021.  This decrease 
resulted primarily from the effect of supermarket sales leverage, which decreases our OG&A rate, as a percentage of 
sales, lower contributions to multi-employer pension plans, decreased healthcare costs and broad-based improvement 
from cost savings initiatives that drive administrative efficiencies, store productivity and sourcing cost reductions, 
partially offset by investments in our associates and costs related to strategic investments in various margin expansion 
initiatives that will drive future growth. 

 
Rent Expense 

 
Rent expense was $839 million, or 0.57% of sales, for 2022, compared to $845 million, or 0.61% of sales, for 2021.  

Rent expense, as a percentage of sales, decreased 4 basis points in 2022, compared to 2021, primarily due to sales 
leverage and the completion of a property transaction during the first quarter of 2021 related to 28 previously leased 
properties that we are now accounting for as owned locations and therefore recognizing depreciation and amortization 
expense over their useful life. For additional information about this transaction, see Note 5 to the Consolidated Financial 
Statements. 

 
Depreciation and Amortization Expense 
 

Depreciation and amortization expense was $3.0 billion, or 2.00% of sales, for 2022, compared to $2.8 billion, or 
2.05% of sales, for 2021.  Depreciation and amortization expense, as a percentage of sales, decreased 5 basis points in 
2022, compared to 2021, primarily due to sales leverage. 

 
Operating Profit and FIFO Operating Profit 

 
Operating profit was $4.1 billion, or 2.78% of sales, for 2022, compared to $3.5 billion, or 2.52% of sales, for 2021.  

Operating profit, as a percentage of sales, increased 26 basis points in 2022, compared to 2021, due to decreased OG&A 
expense, as a percentage of sales, partially offset by an increased LIFO charge and a lower FIFO gross margin rate. Fuel 
earnings also contributed to our operating profit growth for 2022, compared to 2021. 

 
FIFO operating profit was $4.8 billion, or 3.21% of sales, for 2022, compared to $3.7 billion, or 2.66% of sales, for 

2021.  FIFO operating profit, as a percentage of sales, excluding the 2022 and 2021 Adjusted Items, increased 30 basis 
points in 2022, compared to 2021, due to decreased OG&A expense, as a percentage of sales, partially offset by a lower 
FIFO gross margin rate.  Fuel earnings also contributed to our FIFO operating profit growth for 2022, compared to 2021. 

 
Specific factors contributing to the trends driving operating profit and FIFO operating profit identified above are 

discussed earlier in this section. 
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CRITICAL ACCOUNTING ESTIMATES 
 

We have chosen accounting policies that we believe are appropriate to report accurately and fairly our operating 
results and financial position, and we apply those accounting policies in a consistent manner.  Our significant accounting 
policies are summarized in Note 1 to the Consolidated Financial Statements. 
 

The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions 
that affect the reported amounts of assets, liabilities, revenues, and expenses, and related disclosures of contingent assets 
and liabilities.  We base our estimates on historical experience and other factors we believe to be reasonable under the 
circumstances, the results of which form the basis for making judgments about the carrying values of assets and 
liabilities that are not readily apparent from other sources.  Actual results could differ from those estimates. 
 

We believe the following accounting estimates are the most critical in the preparation of our financial statements 
because they involve the most difficult, subjective or complex judgments about the effect of matters that are inherently 
uncertain. 

 
Impairments of Long-Lived Assets 

 
We monitor the carrying value of long-lived assets for potential impairment each quarter based on whether certain 

triggering events have occurred.  These events include current period losses combined with a history of losses or a 
projection of continuing losses or a significant decrease in the market value of an asset.  When a triggering event occurs, 
we perform an impairment calculation, comparing projected undiscounted cash flows, utilizing current cash flow 
information and expected growth rates related to specific stores, to the carrying value for those stores.  If we identify 
impairment for long-lived assets to be held and used, we compare the assets’ current carrying value to the assets’ fair 
value.  Fair value is determined based on market values or discounted future cash flows.  We record impairment when 
the carrying value exceeds fair market value.  With respect to owned property and equipment held for disposal, we adjust 
the value of the property and equipment to reflect recoverable values based on our previous efforts to dispose of similar 
assets and current economic conditions.  We recognize impairment for the excess of the carrying value over the 
estimated fair market value, reduced by estimated direct costs of disposal.  We recorded asset impairments in the normal 
course of business totaling $68 million in 2022 and $64 million in 2021.  We record costs to reduce the carrying value of 
long-lived assets in the Consolidated Statements of Operations as OG&A expense. 
 

The factors that most significantly affect the impairment calculation are our estimates of future cash flows.  Our 
cash flow projections look several years into the future and include assumptions on variables such as inflation, the 
economy and market competition.  Application of alternative assumptions and definitions, such as reviewing long-lived 
assets for impairment at a different level, could produce significantly different results. 

 
Business Combinations 

 
We account for business combinations using the acquisition method of accounting.  All the assets acquired, 

liabilities assumed and amounts attributable to noncontrolling interests are recorded at their respective fair values at the 
date of acquisition once we obtain control of an entity. The determination of fair values of identifiable assets and 
liabilities involves estimates and the use of valuation techniques when market value is not readily available.  We use 
various techniques to determine fair value in such instances, including the income approach.  Significant estimates used 
in determining fair value include, but are not limited to, the amount and timing of future cash flows, growth rates, 
discount rates and useful lives. The excess of the purchase price over fair values of identifiable assets and liabilities is 
recorded as goodwill.  See Note 2 for further information about goodwill. 
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Goodwill 
 

Our goodwill totaled $2.9 billion as of January 28, 2023.  We review goodwill for impairment in the fourth quarter 
of each year, and also upon the occurrence of triggering events.  We perform reviews of each of our operating divisions 
and other consolidated entities (collectively, “reporting units”) that have goodwill balances.  Generally, fair value is 
determined using a multiple of earnings, or discounted projected future cash flows, and we compare fair value to the 
carrying value of a reporting unit for purposes of identifying potential impairment.  We base projected future cash flows 
on management’s knowledge of the current operating environment and expectations for the future.  We recognize 
goodwill impairment for any excess of a reporting unit's carrying value over its fair value, not to exceed the total amount 
of goodwill allocated to the reporting unit. 

 
In 2022, we recorded a goodwill impairment charge for Vitacost.com totaling $160 million.  The talent and 

capabilities gained through the merger with Vitacost in 2014 have been key to advancing Kroger’s digital platform and 
growing our digital business to more than $10 billion in annual sales. As our digital strategy has evolved, our primary 
focus looking forward will be to effectively utilize our Pickup and Delivery capabilities.  This reprioritization resulted in 
reduced long-term profitability expectations and a decline in the market value for one underlying channel of business 
and led to the impairment charge. Vitacost.com will continue to operate as an online platform providing great value 
natural, organic, and eco-friendly products for customers. 

 
The annual evaluation of goodwill performed in 2022, 2021 and 2020 did not result in impairment for any of our 

reporting units other than Vitacost.com described above.  Based on current and future expected cash flows, we believe 
additional goodwill impairments are not reasonably likely.  A 10% reduction in fair value of our reporting units would 
not indicate a potential for impairment of our goodwill balance.  

 
The 2022 fair value of our Kroger Specialty Pharmacy (“KSP”) reporting unit was estimated using multiple 

valuation techniques: a discounted cash flow model (income approach), a market multiple model and a comparable 
mergers and acquisition model (market approaches), with each method weighted in the calculation. The income 
approach relies on management’s projected future cash flows, estimates of revenue growth rates, margin assumptions 
and an appropriate discount rate. The market approaches require the determination of an appropriate peer group, which is 
utilized to derive estimated fair values based on selected market multiples.  Our KSP reporting unit has a goodwill 
balance of $243 million. 

 
For additional information relating to our results of the goodwill impairment reviews performed during 2022, 2021 

and 2020, see Note 2 to the Consolidated Financial Statements. 
 

The impairment review requires the extensive use of management judgment and financial estimates.  Application of 
alternative estimates and assumptions could produce significantly different results.  The cash flow projections embedded 
in our goodwill impairment reviews can be affected by several factors such as inflation, business valuations in the 
market, the economy, market competition and our ability to successfully integrate recently acquired businesses. 
 

Multi-Employer Pension Plans 
 

We contribute to various multi-employer pension plans based on obligations arising from collective bargaining 
agreements.  These multi-employer pension plans provide retirement benefits to participants based on their service to 
contributing employers.  The benefits are paid from assets held in trust for that purpose.  Trustees are appointed in equal 
number by employers and unions.  The trustees typically are responsible for determining the level of benefits to be 
provided to participants as well as for such matters as the investment of the assets and the administration of the plans. 

 
We recognize expense in connection with these plans as contributions are funded or when commitments are 

probable and reasonably estimable, in accordance with GAAP.  We made cash contributions to these plans of $620 
million in 2022, $1.1 billion in 2021 and $619 million in 2020.  The decrease in 2022, compared to 2021, and the 
increase in 2021, compared to 2020, are due to the contractual payments we made in 2021 related to our commitments 
established for the restructuring of certain multi-employer pension plan agreements. 
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We continue to evaluate and address our potential exposure to under-funded multi-employer pension plans as it 
relates to our associates who are beneficiaries of these plans.  These under-fundings are not our liability.  When an 
opportunity arises that is economically feasible and beneficial to us and our associates, we may negotiate the 
restructuring of under-funded multi-employer pension plan obligations to help stabilize associates’ future benefits and 
become the fiduciary of the restructured multi-employer pension plan.  The commitments from these restructurings do 
not change our debt profile as it relates to our credit rating since these off-balance sheet commitments are typically 
considered in our investment grade debt rating.  We are currently designated as the named fiduciary of the UFCW 
Consolidated Pension Plan and the International Brotherhood of Teamsters (“IBT”) Consolidated Pension Fund and have 
sole investment authority over these assets.  Significant effects of these restructuring agreements recorded in our 
Consolidated Financial Statements are: 

 
• In 2022, we incurred a $25 million charge, $19 million net of tax, for obligations related to withdrawal 

liabilities for certain multi-employer pension funds. 
 

• In 2021, we incurred a $449 million charge, $344 million net of tax, for obligations related to withdrawal 
liabilities for a certain multi-employer pension fund. 
 

• In 2020, we incurred a $989 million charge, $754 million net of tax, for commitments to certain multi-employer 
pension funds. 
 

As we continue to work to find solutions to under-funded multi-employer pension plans, it is possible we could 
incur withdrawal liabilities for certain funds.   

  
Based on the most recent information available to us, we believe the present value of actuarially accrued liabilities 

in most of these multi-employer plans exceeds the value of the assets held in trust to pay benefits, and we expect that our 
contributions to most of these funds will increase over the next few years.  We have attempted to estimate the amount by 
which these liabilities exceed the assets, (i.e., the amount of underfunding), as of December 31, 2022.  Because we are 
only one of a number of employers contributing to these plans, we also have attempted to estimate the ratio of our 
contributions to the total of all contributions to these plans in a year as a way of assessing our “share” of the 
underfunding.  Nonetheless, the underfunding is not a direct obligation or liability of ours or of any employer.   

 
As of December 31, 2022, we estimate our share of the underfunding of multi-employer pension plans to which we 

contribute was approximately $2.5 billion, $1.9 billion net of tax.  This represents an increase in the estimated amount of 
underfunding of approximately $1.4 billion, $1.1 billion net of tax, as of December 31, 2022, compared to December 31, 
2021.  The increase in the amount of underfunding is primarily attributable to lower than expected returns on assets in 
the funds during 2022.  Our estimate is based on the most current information available to us including actuarial 
evaluations and other data (that include the estimates of others), and such information may be outdated or otherwise 
unreliable. 

 
We have made and disclosed this estimate not because, except as noted above, this underfunding is a direct liability 

of ours.  Rather, we believe the underfunding is likely to have important consequences.  In the event we were to exit 
certain markets or otherwise cease making contributions to these plans, we could trigger a substantial withdrawal 
liability. Any adjustment for withdrawal liability will be recorded when it is probable that a liability exists and can be 
reasonably estimated, in accordance with GAAP.  

 
The amount of underfunding described above is an estimate and could change based on contract negotiations, 

returns on the assets held in the multi-employer pension plans, benefit payments or future restructuring agreements.  The 
amount could decline, and our future expense would be favorably affected, if the values of the assets held in the trust 
significantly increase or if further changes occur through collective bargaining, trustee action or favorable 
legislation.  On the other hand, our share of the underfunding could increase and our future expense could be adversely 
affected if the asset values decline, if employers currently contributing to these funds cease participation or if changes 
occur through collective bargaining, trustee action or adverse legislation.  We continue to evaluate our potential 
exposure to under-funded multi-employer pension plans.  Although these liabilities are not a direct obligation or liability 
of ours, any commitments to fund certain multi-employer pension plans will be expensed when our commitment is 
probable and an estimate can be made. 
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• An increase in cash used by operating activities for changes in accrued expenses in 2022, compared to 2021, 
primarily due to the following: 
 

o An increase in accrued payroll at the end of 2021, compared to the end of 2020, primarily due to 
timing of payments; 
 

o A decrease in accrued expenses at the end of 2022, compared to the end of 2021, primarily due to the 
payment of the employer portion of social security tax in 2022 that had previously been deferred under 
the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”) which was enacted in 
2020; and 

 
• An increase in income taxes receivable at the end of 2022, compared to the end of 2021, primarily due to the 

implementation of a tax planning strategy toward the end of 2022. 
 
Cash paid for taxes increased in 2022, compared to 2021, primarily due to higher taxable income in 2022, compared 

to 2021. 
 

Net cash used by investing activities 
 

Investing activities used cash of $3.0 billion in 2022, compared to $2.6 billion in 2021. The amount of cash used by 
investing activities increased in 2022, compared to 2021, primarily due to increased payments for property and 
equipment in 2022. 

 
Net cash used by financing activities 
 

We used $2.3 billion of cash for financing activities in 2022, compared to $3.4 billion in 2021. The amount of cash 
used for financing activities decreased in 2022, compared to 2021, primarily due to the following: 

 
• Decreased payments on long-term debt including obligations under finance leases; and 

 
• Decreased treasury stock purchases; 

 
• Partially offset by decreased proceeds from financing arrangement. 
 

Capital Investments 
 

Capital investments, including changes in construction-in-progress payables and excluding the purchase of leased 
facilities, totaled $3.3 billion in 2022 and $3.2 billion in 2021.  Capital investments for the purchase of leased facilities 
totaled $21 million in 2022.  We did not purchase any leased facilities in 2021.  Our capital priorities align directly with 
our value creation model and our target to consistently grow net earnings. Our capital program includes initiatives to 
enhance the customer experience in stores, improve our process efficiency and enhance our digital capabilities through 
technology developments.  As such, we increased our allocation of capital investments related to digital and technology 
compared to prior years. These investments are expected to drive digital sales growth and improve operating efficiency 
by removing cost and waste from our business.   
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As previously disclosed, on October 13, 2022, we entered into a merger agreement with Albertsons. We expect to 
meet our liquidity needs for the proposed merger with cash and temporary cash investments on hand as of the merger 
closing date, cash flows from our operating activities and other sources of liquidity, including borrowings under our 
commercial paper program, senior notes issuances, bank credit facility and other sources of financing. In connection 
with the proposed merger, we entered into a commitment letter for a bridge term loan facility and executed a term loan 
credit agreement. During the third quarter of 2022, we paused our share repurchase program to prioritize de-leveraging 
following the proposed merger with Albertsons. For additional information about the proposed merger with Albertsons, 
see Note 16 to the Consolidated Financial Statements. 

 
For additional information about our debt activity in 2022, see Note 5 to the Consolidated Financial Statements. 

 
Factors Affecting Liquidity 

 
We can currently borrow on a daily basis approximately $2.75 billion under our commercial paper program.  At 

January 28, 2023, we had no outstanding commercial paper.  Commercial paper borrowings are backed by our credit 
facility and reduce the amount we can borrow under the credit facility.  If our short-term credit ratings fall, the ability to 
borrow under our current commercial paper program could be adversely affected for a period of time and increase our 
interest cost on daily borrowings under our commercial paper program.  This could require us to borrow additional funds 
under the credit facility, under which we believe we have sufficient capacity.  However, in the event of a ratings decline, 
we do not anticipate that our borrowing capacity under our commercial paper program would be any lower than $500 
million on a daily basis.  Factors that could affect our credit rating include changes in our operating performance and 
financial position, the state of the economy, the current inflationary environment, conditions in the food retail industry 
and changes in our business model.  Further information on the risks and uncertainties that can affect our business can be 
found in the “Risk Factors” section set forth in Item 1A of Part I of this Annual Report on Form 10-K.  Although our 
ability to borrow under the credit facility is not affected by our credit rating, the interest cost and applicable margin on 
borrowings under the credit facility could be affected by a downgrade in our Public Debt Rating.  “Public Debt Rating” 
means, as of any date, the rating that has been most recently announced by either S&P or Moody’s, as the case may be, 
for any class of non-credit enhanced long-term senior unsecured debt issued by the Company.  As of March 22, 2023, we 
had no commercial paper borrowings outstanding. 
 

Our credit facility requires the maintenance of a Leverage Ratio (our “financial covenant”).  A failure to maintain 
our financial covenant would impair our ability to borrow under the credit facility. This financial covenant is described 
below: 
 

• Our Leverage Ratio (the ratio of Net Debt to Adjusted EBITDA, as defined in the credit facility) was 1.34 to 1 
as of January 28, 2023.  If this ratio were to exceed 3.50 to 1, we would be in default of our revolving credit 
facility and our ability to borrow under the facility would be impaired. 

 
Our credit facility is more fully described in Note 5 to the Consolidated Financial Statements.  We were in 

compliance with our financial covenant at January 28, 2023. 
 

As of January 28, 2023, we maintained a $2.75 billion (with the ability to increase by $1.25 billion), unsecured 
revolving credit facility that, unless extended, terminates on July 6, 2026. Outstanding borrowings under the credit 
facility, commercial paper borrowings, and some outstanding letters of credit reduce funds available under the credit 
facility. As of January 28, 2023, we had no outstanding commercial paper and no borrowings under our revolving credit 
facility. The outstanding letters of credit that reduce funds available under our credit facility totaled $2 million as of 
January 28, 2023. 

 
In connection with the proposed merger with Albertsons, on October 13, 2022, we entered into a commitment letter 

with certain lenders pursuant to which the lenders have committed to provide a 364-day $17.4 billion senior unsecured 
bridge term loan facility. The commitments are intended to be drawn to finance the proposed merger with Albertsons 
only to the extent we do not arrange for alternative financing prior to closing. As alternative financing for the proposed 
merger is secured, the commitments with respect to the bridge term loan facility under the commitment letter will be 
reduced. 
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On November 9, 2022, we executed a term loan credit agreement with certain lenders pursuant to which the lenders 
committed to provide, contingent upon the completion of the proposed merger with Albertsons and certain other 
customary conditions to funding, (1) senior unsecured term loans in an aggregate principal amount of $3.0 billion 
maturing on the third anniversary of the proposed merger closing date and (2) senior unsecured term loans in an 
aggregate principal amount of $1.75 billion maturing on the date that is 18 months after the proposed merger closing 
date (collectively, the “Term Loan Facilities”). Borrowings under the Term Loan Facilities will be used to pay a portion 
of the consideration and other amounts payable in connection with the proposed merger with Albertsons. The duration of 
the Term Loan Facilities will allow us to achieve our net total debt to adjusted EBITDA ratio target range of 2.30 to 2.50 
within the first 18 to 24 months after the proposed merger closing date. The entry into the term loan credit agreement 
reduced the commitments under our bridge facility commitment letter from $17.4 billion to $12.65 billion. Borrowings 
under the Term Loan Facilities will bear interest at rates that vary based on the type of loan and our debt rating. 

 
In addition to the available credit mentioned above, as of January 28, 2023, we had authorized for issuance $3.3 

billion of securities remaining under a shelf registration statement filed with the SEC and effective on May 20, 2022. 
 
We maintain surety bonds related primarily to our self-insured workers’ compensation claims.  These bonds are 

required by most states in which we are self-insured for workers’ compensation and are placed with predominately third-
party insurance providers to insure payment of our obligations in the event we are unable to meet our claim payment 
obligations up to our self-insured retention levels.  These bonds do not represent liabilities of ours, as we already have 
reserves on our books for the claims costs.  Market changes may make the surety bonds more costly and, in some 
instances, availability of these bonds may become more limited, which could affect our costs of, or access to, such 
bonds.  Although we do not believe increased costs or decreased availability would significantly affect our ability to 
access these surety bonds, if this does become an issue, we would issue letters of credit, in states where allowed, to meet 
the state bonding requirements.  This could increase our cost or decrease the funds available under our credit facility if 
the letters of credit were issued against our credit facility.  We had $467 million of outstanding surety bonds as of 
January 28, 2023.  These surety bonds expire during fiscal year 2023 and are expected to be renewed. 

 
We have standby letters of credit outstanding as part of our insurance program and for other business purposes. The 

letters of credit for our insurance program collateralize obligations to our insurance carriers in connection with the 
settlement of potential claims. We have also provided a letter of credit which supports our commitment to build a certain 
number of fulfillment centers.  The balance of this letter of credit reduces primarily upon the construction of each 
fulfillment center.  If we do not reach our total purchase commitment, we will be responsible for the balance remaining 
on the letter of credit.  We had $310 million of outstanding standby letters of credit as of January 28, 2023.  These 
standby letters of credit expire during fiscal year 2023 and are expected to be renewed.  Letters of credit do not represent 
liabilities of ours and are not reflected in the Company’s Consolidated Balance Sheets. 
 

We also are contingently liable for leases that have been assigned to various third parties in connection with facility 
closings and dispositions.  We could be required to satisfy obligations under the leases if any of the assignees are unable 
to fulfill their lease obligations.  Due to the wide distribution of our assignments among third parties, and various other 
remedies available to us, we believe the likelihood that we will be required to assume a material amount of these 
obligations is remote.  We have agreed to indemnify certain third-party logistics operators for certain expenses, 
including multi-employer pension plan obligations and withdrawal liabilities. 
 

In addition to the above, we enter into various indemnification agreements and take on indemnification obligations 
in the ordinary course of business.  Such arrangements include indemnities against third-party claims arising out of 
agreements to provide services to us; indemnities related to the sale of our securities; indemnities of directors, officers 
and employees in connection with the performance of their work; and indemnities of individuals serving as fiduciaries 
on benefit plans.  While our aggregate indemnification obligation could result in a material liability, we are not aware of 
any current matter that could result in a material liability. 
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 
 
FINANCIAL RISK MANAGEMENT 
 

In addition to the risks inherent in our operations, we are exposed to market risk from a variety of sources, including 
changes in interest rates, commodity prices, the fair value of certain equity investments and defined benefit pension and 
other post-retirement benefit plans.  Our market risk exposures are discussed below. 
 

Interest Rate Risk 
 
We manage our exposure to interest rates and changes in the fair value of our debt instruments primarily through the 

strategic use of our commercial paper program, variable and fixed rate debt, and interest rate swaps. Our current program 
relative to interest rate protection contemplates hedging the exposure to changes in the fair value of fixed-rate debt 
attributable to changes in interest rates. To do this, we use the following guidelines: (i) use average daily outstanding 
borrowings to determine annual debt amounts subject to interest rate exposure, (ii) limit the average annual amount 
subject to interest rate reset and the amount of floating rate debt to a combined total amount that represents 25% of the 
carrying value of our debt portfolio or less, (iii) include no leveraged products, and (iv) hedge without regard to profit 
motive or sensitivity to current mark-to-market status.  
 

When we use derivative financial instruments, it is primarily to manage our exposure to fluctuations in interest rates. 
We do not enter into derivative financial instruments for trading purposes. As a matter of policy, all of our derivative 
positions are intended to reduce risk by hedging an underlying economic exposure. Because of the high correlation 
between the hedging instrument and the underlying exposure, fluctuations in the value of the instruments generally are 
offset by reciprocal changes in the value of the underlying exposure. The interest rate derivatives we use are 
straightforward instruments with liquid markets.  

 
As of January 28, 2023, we maintained five forward-starting interest rate swap agreements with a maturity date of 

August 1, 2027 with an aggregate notional amount totaling $5.4 billion. A forward-starting interest rate swap is an 
agreement that effectively hedges the variability in future benchmark interest payments attributable to changes in interest 
rates on the forecasted issuance of fixed-rate debt. We entered into these forward-starting interest rate swaps in order to 
lock in fixed interest rates on our forecasted issuances of debt. The fixed interest rates for these forward-starting interest 
rate swaps range from 3.00% to 3.78%. The variable rate component on the forward-starting interest rate swaps is the 
Secured Overnight Financing Rate (SOFR).  A notional amount of $2.4 billion of these forward-starting interest rate 
swaps was designated as a cash-flow hedge as defined by GAAP.  Accordingly, the changes in fair value of these 
forward-starting interest rate swaps are recorded to other comprehensive income and reclassified into net earnings when 
the hedged transaction affects net earnings.  As of January 28, 2023, the fair value of the interest rate swaps designated 
as cash flow hedges was recorded in “Other long-term liabilities” for $116 million and accumulated other 
comprehensive loss for $89 million, net of tax.  The remainder of the notional amount of $3.0 billion of the forward-
starting interest rate swaps was not designated as a cash-flow hedge. Accordingly, the changes in the fair value of these 
forward-starting interest rate swaps not designated as cash-flow hedges are recognized through net earnings. As of 
January 28, 2023, the fair value of these swaps was recorded in “Other long-term liabilities” for $142 million. During 
2022, we recognized an unrealized loss of $142 million that is included in “(Loss) gain on investments” in our 
Consolidated Statements of Operations.  We had no forward-starting interest rate swap agreements outstanding as of 
January 29, 2022.  
 

Annually, we review with the Finance Committee of our Board of Directors compliance with the guidelines 
described above. The guidelines may change as our business needs dictate.  
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Equity Investment Risk 
 

We are exposed to market price volatility for our investment in Ocado Group plc (“Ocado”), which is measured at 
fair value through net earnings.  Fair value adjustments flow through “(Loss) gain on investments” in our Consolidated 
Statements of Operations.  The change in fair value of this investment resulted in an unrealized (loss) gain on 
investments of ($586) million in 2022, ($821) million in 2021 and $1.0 billion in 2020.  As of January 28, 2023, the 
value of our investment in Ocado was $401 million. As of January 28, 2023, a 10% change in the fair value of this 
investment would be approximately $40 million.  For additional details on this investment, see Note 7 to the 
Consolidated Financial Statements. 

 
Company-Sponsored Benefit Plans 

 
We sponsor defined benefit pension plans and post-retirement healthcare plans for certain eligible employees. 

Changes in interest rates affect our liabilities associated with these retirement plans, as well as the amount of expense 
recognized for these retirement plans. Increased interest rates could result in a lower fair value of plan assets and 
increased pension expense in the following years.  The target plan asset allocations are established based on our LDI 
strategy. An LDI strategy focuses on maintaining a close to fully-funded status over the long-term with minimal funded 
status risk. This is achieved by investing more of the plan assets in fixed income instruments to more closely match the 
duration of the plan liability.  As of January 28, 2023, our defined benefit pension plans had total investment assets of 
$2.5 billion. Declines in the fair value of plan assets could diminish the funded status of our defined benefit pension 
plans and potentially increase our requirement to make contributions to these plans.  For additional details, see Note 14 
to the Consolidated Financial Statements. 
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Report of Independent Registered Public Accounting Firm 
  
To the Board of Directors and Shareholders of The Kroger Co. 

Opinions on the Financial Statements and Internal Control over Financial Reporting 

We have audited the accompanying consolidated balance sheets of The Kroger Co. and its subsidiaries (the 
“Company”) as of January 28, 2023 and January 29, 2022, and the related consolidated statements of 
operations, of comprehensive income, of changes in shareholders' equity and of cash flows for each of the 
three years in the period ended January 28, 2023, including the related notes (collectively referred to as the 
“consolidated financial statements”). We also have audited the Company's internal control over financial 
reporting as of January 28, 2023, based on criteria established in Internal Control - Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, 
the financial position of the Company as of January 28, 2023 and January 29, 2022, and the results of its 
operations and its cash flows for each of the three years in the period ended January 28, 2023 in conformity 
with accounting principles generally accepted in the United States of America. Also in our opinion, the 
Company maintained, in all material respects, effective internal control over financial reporting as of 
January 28, 2023, based on criteria established in Internal Control - Integrated Framework (2013) issued by 
the COSO. 

Basis for Opinions 

The Company's management is responsible for these consolidated financial statements, for maintaining 
effective internal control over financial reporting, and for its assessment of the effectiveness of internal 
control over financial reporting, included in Management’s Report on Internal Control over Financial 
Reporting appearing under Item 9A. Our responsibility is to express opinions on the Company’s consolidated 
financial statements and on the Company's internal control over financial reporting based on our audits. We 
are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) 
(PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal 
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 
PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audits to obtain reasonable assurance about whether the consolidated financial 
statements are free of material misstatement, whether due to error or fraud, and whether effective internal 
control over financial reporting was maintained in all material respects. 

Our audits of the consolidated financial statements included performing procedures to assess the risks of 
material misstatement of the consolidated financial statements, whether due to error or fraud, and 
performing procedures that respond to those risks. Such procedures included examining, on a test basis, 
evidence regarding the amounts and disclosures in the consolidated financial statements. Our audits also 
included evaluating the accounting principles used and significant estimates made by management, as well as 
evaluating the overall presentation of the consolidated financial statements. Our audit of internal control over 
financial reporting included obtaining an understanding of internal control over financial reporting, assessing 
the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk. Our audits also included performing such other procedures as we 
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our 
opinions. 
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Definition and Limitations of Internal Control over Financial Reporting 

A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A company’s internal control over 
financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, 
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the 
company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation 
of financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and 
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the 
financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

Critical Audit Matters 

The critical audit matter communicated below is a matter arising from the current period audit of the 
consolidated financial statements that was communicated or required to be communicated to the audit 
committee and that (i) relates to accounts or disclosures that are material to the consolidated financial 
statements and (ii) involved our especially challenging, subjective, or complex judgments. The 
communication of critical audit matters does not alter in any way our opinion on the consolidated financial 
statements, taken as a whole, and we are not, by communicating the critical audit matter below, providing a 
separate opinion on the critical audit matter or on the accounts or disclosures to which it relates. 

Goodwill Impairment Assessment – Kroger Specialty Pharmacy (“KSP”) Reporting Unit 

As described in Notes 1 and 2 to the consolidated financial statements, the Company’s consolidated goodwill 
balance was $2.9 billion as of January 28, 2023 and the goodwill associated with the KSP reporting unit was 
$243 million. Management reviews goodwill annually for impairment in the fourth quarter of each year, and 
also upon the occurrence of triggering events. The fair value of a reporting unit is compared to its carrying 
value for purposes of identifying potential impairment. Goodwill impairment is recognized for any excess of 
the reporting unit’s carrying value over its fair value, not to exceed the total amount of goodwill allocated to 
the reporting unit. The fair value of the Company's KSP reporting unit was estimated using multiple valuation 
techniques, a discounted cash flow model (income approach), a market multiple model and comparable 
mergers and acquisition model (market approaches), with each method weighted in the calculation. The 
income approach relies on management’s estimates of revenue growth rates, margin assumptions, and 
discount rate to estimate future cash flows. The market approaches require the determination of an 
appropriate peer group, which is utilized to derive estimated fair values based on selected market multiples.   

The principal considerations for our determination that performing procedures relating to the goodwill 
impairment assessment of the KSP reporting unit is a critical audit matter are (i) the significant judgment by 
management when developing the fair value measurement of the reporting unit; (ii) the high degree of auditor 
judgment, subjectivity, and effort in performing procedures to evaluate management’s cash flow projections 
and significant assumptions related to revenue growth rates, margin assumptions, discount rate, peer group 
determination, and market multiple selection; and (iii) the audit effort involved the use of professionals with 
specialized skill and knowledge.   
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Addressing the matter involved performing procedures and evaluating audit evidence in connection with 
forming our overall opinion on the consolidated financial statements. These procedures included testing the 
effectiveness of controls relating to management’s goodwill impairment assessment, including controls over 
the valuation of the Company’s KSP reporting unit. These procedures also included, among others, testing 
management’s process for developing the fair value estimate, evaluating the appropriateness of the income 
and market approach models, testing the completeness, accuracy, and relevance of the underlying data used 
in the models and evaluating the significant assumptions used by management related to the revenue growth 
rates, margin assumptions, discount rate, peer group determination, and market multiple selection. 
Evaluating management’s assumptions relating to revenue growth rates and margin assumptions involved 
evaluating whether the assumptions used by management were reasonable considering (i) the current and 
past performance of the reporting unit, (ii) the consistency with external market and industry data, and 
(iii) whether these assumptions were consistent with evidence obtained in other areas of the audit. Evaluating 
the Company’s peer group determinations included evaluating the appropriateness of the identified peer 
companies. Professionals with specialized skill and knowledge were used to assist in the evaluation of the 
Company’s discounted cash flow and market models, and certain significant assumptions related to the 
discount rate, peer group determination, and market multiples.  
  
/s/ PricewaterhouseCoopers LLP  
Cincinnati, Ohio 
March 28, 2023 
 
We have served as the Company’s auditor since 1929. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

All amounts in the Notes to Consolidated Financial Statements are in millions except per share amounts. 
 
1. ACCOUNTING POLICIES 
 

The following is a summary of the significant accounting policies followed in preparing these financial statements. 
 

Description of Business, Basis of Presentation and Principles of Consolidation 
 

The Kroger Co. (the “Company”) was founded in 1883 and incorporated in 1902.  The Company is a food and drug 
retailer that operates 2,719 supermarkets, 2,252 pharmacies and 1,637 fuel centers across 35 states while also operating 
online through a digital ecosystem to offer customers an omnichannel shopping experience.  The Company also 
manufactures and processes food for sale by its supermarkets and online.  The accompanying financial statements 
include the consolidated accounts of the Company, its wholly-owned subsidiaries and other consolidated 
entities.  Intercompany transactions and balances have been eliminated. 
 

Fiscal Year 
 

The Company’s fiscal year ends on the Saturday nearest January 31.  The last three fiscal years consist of the 52-
week periods ended January 28, 2023, January 29, 2022 and January 30, 2021. 
 

Pervasiveness of Estimates 
 

The preparation of financial statements in conformity with generally accepted accounting principles (“GAAP”) 
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities.  
Disclosure of contingent assets and liabilities as of the date of the consolidated financial statements and the reported 
amounts of consolidated revenues and expenses during the reporting period is also required.  Actual results could differ 
from those estimates. 

 
Cash, Temporary Cash Investments and Book Overdrafts 

 
Cash and temporary cash investments represent store cash and short-term investments with original maturities of 

less than three months.  Book overdrafts are included in “Trade accounts payable” and “Accrued salaries and wages” in 
the Consolidated Balance Sheets. 

 
Deposits In-Transit 

 
Deposits in-transit generally represent funds deposited to the Company’s bank accounts at the end of the year 

related to sales, a majority of which were paid for with debit cards, credit cards and checks, to which the Company does 
not have immediate access but settle within a few days of the sales transaction. 
 

Inventories 
 

Inventories are stated at the lower of cost (principally on a last-in, first-out “LIFO” basis) or market.  In total, 
approximately 89% of inventories in 2022 and 91% of inventories in 2021 were valued using the LIFO method.  The 
remaining inventories, including substantially all fuel inventories, are stated at the lower of cost (on a FIFO basis) or net 
realizable value.  Replacement cost was higher than the carrying amount by $2,196 at January 28, 2023 and $1,570 at 
January 29, 2022.  The Company follows the Link-Chain, Dollar-Value LIFO method for purposes of calculating its 
LIFO charge or credit.  During 2020, the Company had a LIFO liquidation primarily related to pharmacy inventory. The 
liquidated inventory was carried at lower costs prevailing in prior years as compared with current costs. The effect of 
this reduction in inventory decreased “Merchandise costs” by approximately $76, $58 net of tax.   
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The item-cost method of accounting to determine inventory cost before the LIFO adjustment is followed for 
substantially all store inventories at the Company’s supermarket divisions.  This method involves counting each item in 
inventory, assigning costs to each of these items based on the actual purchase costs (net of vendor allowances and cash 
discounts) of each item and recording the cost of items sold. The item-cost method of accounting allows for more 
accurate reporting of periodic inventory balances and enables management to more precisely manage inventory.  In 
addition, substantially all of the Company’s inventory consists of finished goods and is recorded at actual purchase costs 
(net of vendor allowances and cash discounts). 
 

The Company evaluates inventory shortages throughout the year based on actual physical counts in its facilities.  
Allowances for inventory shortages are recorded based on the results of these counts to provide for estimated shortages 
as of the financial statement date. 
 

Property, Plant and Equipment 
 

Property, plant and equipment are recorded at cost or, in the case of assets acquired in a business combination, at 
fair value.  Depreciation and amortization expense, which includes the depreciation of assets recorded under finance 
leases, is computed principally using the straight-line method over the estimated useful lives of individual assets.  
Buildings and land improvements are depreciated based on lives varying from 10 to 40 years.  All new purchases of 
store equipment are assigned lives varying from three to nine years.  Leasehold improvements are amortized over the 
shorter of the lease term to which they relate, which generally varies from four to 25 years, or the useful life of the 
asset.  Food production plant, fulfillment center and distribution center equipment is depreciated over lives varying from 
three to 15 years.  Information technology assets are generally depreciated over three to five years.  Depreciation and 
amortization expense was $2,965 in 2022, $2,824 in 2021 and $2,747 in 2020. 
 

Interest costs on significant projects constructed for the Company’s own use are capitalized as part of the costs of 
the newly constructed facilities.  Upon retirement or disposal of assets, the cost and related accumulated depreciation and 
amortization are removed from the balance sheet and any gain or loss is reflected in net earnings.  Refer to Note 3 for 
further information regarding the Company’s property, plant and equipment. 

 
Leases 
 

The Company leases certain store real estate, warehouses, distribution centers, fulfillment centers, office space and 
equipment.  The Company determines if an arrangement is a lease at inception.  Finance and operating lease assets and 
liabilities are recognized at the lease commencement date.  Finance and operating lease liabilities represent the present 
value of minimum lease payments not yet paid. Operating lease assets represent the right to use an underlying asset and 
are based upon the operating lease liabilities adjusted for prepayments, lease incentives and impairment, if any. To 
determine the present value of lease payments, the Company estimates an incremental borrowing rate which represents 
the rate used for a secured borrowing of a similar term as the lease. 
 

Lease terms generally range from 10 to 20 years with options to renew for varying terms at the Company’s sole 
discretion. The lease term includes the initial contractual term as well as any options to extend the lease when it is 
reasonably certain that the Company will exercise that option. Leases with an initial term of 12 months or less are not 
recorded on the balance sheet.  Certain leases include escalation clauses or payment of executory costs such as property 
taxes, utilities or insurance and maintenance.  Operating lease payments are charged on a straight-line basis to rent 
expense over the lease term and finance lease payments are charged to interest expense and depreciation and 
amortization expense over the lease term.  Assets under finance leases are amortized in accordance with the Company’s 
normal depreciation policy for owned assets or over the lease term, if shorter.  The Company’s lease agreements do not 
contain any residual value guarantees or material restrictive covenants.  For additional information on leases, see Note 9 
to the Consolidated Financial Statements. 
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Goodwill 
 

The Company reviews goodwill for impairment during the fourth quarter of each year, or earlier upon the 
occurrence of a triggering event.  The Company performs reviews of each of its operating divisions and other 
consolidated entities (collectively, “reporting units”) that have goodwill balances.  Generally, fair value is determined 
using a market multiple model, or discounted projected future cash flows, and is compared to the carrying value of a 
reporting unit for purposes of identifying potential impairment.  Projected future cash flows are based on management’s 
knowledge of the current operating environment and expectations for the future.  Goodwill impairment is recognized for 
any excess of the reporting unit’s carrying value over its fair value, not to exceed the total amount of goodwill allocated 
to the reporting unit.  Results of the goodwill impairment reviews performed during 2022, 2021 and 2020 are 
summarized in Note 2. 
 

Impairment of Long-Lived Assets 
 

The Company monitors the carrying value of long-lived assets for potential impairment each quarter based on 
whether certain triggering events have occurred.  These events include current period losses combined with a history of 
losses or a projection of continuing losses or a significant decrease in the market value of an asset.  When a triggering 
event occurs, an impairment calculation is performed, comparing projected undiscounted future cash flows, utilizing 
current cash flow information and expected growth rates related to specific stores, to the carrying value for those stores.  
If the Company identifies impairment for long-lived assets to be held and used, the Company compares the assets’ 
current carrying value to the assets’ fair value.  Fair value is based on current market values or discounted future cash 
flows.  The Company records impairment when the carrying value exceeds fair market value.  With respect to owned 
property and equipment held for disposal, the value of the property and equipment is adjusted to reflect recoverable 
values based on previous efforts to dispose of similar assets and current economic conditions.  Impairment is recognized 
for the excess of the carrying value over the estimated fair market value, reduced by estimated direct costs of disposal.  
The Company recorded asset impairments totaling $68, $64 and $70 in 2022, 2021 and 2020, respectively.  Costs to 
reduce the carrying value of long-lived assets for each of the years presented have been included in the Consolidated 
Statements of Operations as Operating, general and administrative (“OG&A”) expense. 
 

Accounts Payable Financing Arrangement 
 

The Company has an agreement with a third party to provide an accounts payable tracking system which facilitates 
participating suppliers’ ability to finance payment obligations from the Company with designated third-party financial 
institutions.  Participating suppliers may, at their sole discretion, make offers to finance one or more payment obligations 
of the Company prior to their scheduled due dates at a discounted price to participating financial institutions.  The 
Company’s obligations to its suppliers, including amounts due and scheduled payment dates, are not affected by 
suppliers’ decisions to finance amounts under this arrangement.  As of January 28, 2023, the Company had $65 and 
$249 in “Other current liabilities” and “Trade accounts payable,” respectively, associated with financing arrangements. 
As of January 29, 2022, the Company had $59 and $236 in “Other current liabilities” and “Trade accounts payable,” 
respectively, associated with financing arrangements. 
 

Contingent Consideration 
 

The Company’s Home Chef business combination involves potential payment of future consideration that is 
contingent upon the achievement of certain performance milestones. The Company recorded contingent consideration at 
fair value at the date of acquisition based on the consideration expected to be transferred, estimated as the probability-
weighted future cash flows, discounted back to present value using a discount rate determined in accordance with 
accepted valuation methods.  The liability for contingent consideration is remeasured to fair value at each reporting 
period using Level 3 inputs, and the change in fair value, including accretion for the passage of time, is recognized in 
earnings until the contingency is resolved.  In 2022, 2021 and 2020, adjustments to increase the contingent consideration 
liability as of year-end were recorded for $20, $66 and $189, respectively, in OG&A expense.  During the first quarter of 
2023, the Company will make the final contingent consideration payment, which is based on the fair value of the 
outstanding year-end 2022 liability. 
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Store Closing Costs 
 

The Company regularly evaluates the performance of its stores and periodically closes those stores that are 
underperforming.  Related liabilities arise, such as severance, contractual obligations and other accruals associated with 
store closings.  The Company records a liability for costs associated with an exit or disposal activity when the liability is 
incurred, usually in the period the store closes.  Adjustments to closed store liabilities primarily relate to actual exit costs 
differing from original estimates. Adjustments are made for changes in estimates in the period in which the change 
becomes known.   
 

Owned stores held for disposal are reduced to their estimated net realizable value. Costs to reduce the carrying 
values of property, plant, equipment and operating lease assets are accounted for in accordance with the Company’s 
policy on impairment of long-lived assets.  Inventory write-downs, if any, in connection with store closings, are 
classified in the Consolidated Statements of Operations as “Merchandise costs”. Costs to transfer inventory and 
equipment from closed stores are expensed as incurred.   
 

Interest Rate Risk Management 
 

The Company uses derivative instruments primarily to manage its exposure to changes in interest rates.  The 
Company’s current program relative to interest rate protection and the methods by which the Company accounts for its 
derivative instruments are described in Note 6. 
 

Benefit Plans and Multi-Employer Pension Plans 
 

The Company recognizes the funded status of its retirement plans on the Consolidated Balance Sheets.  Actuarial 
gains or losses, prior service costs or credits and transition obligations that have not yet been recognized as part of net 
periodic benefit cost are required to be recorded as a component of Accumulated Other Comprehensive Income 
(“AOCI”).  The Company has elected to measure defined benefit plan assets and obligations as of January 31, which is 
the month-end that is closest to its fiscal year-ends, which were January 28, 2023 for fiscal 2022 and January 29, 2022 
for fiscal 2021.   
 

The determination of the obligation and expense for company-sponsored pension plans and other post-retirement 
benefits is dependent on the selection of assumptions used by actuaries and the Company in calculating those 
amounts.  Those assumptions are described in Note 14 and include, among others, the discount rate, the expected long-
term rate of return on plan assets, mortality and the rates of increase in compensation and health care costs.  Actual 
results that differ from the assumptions are accumulated and amortized over future periods and, therefore, generally 
affect the recognized expense and recorded obligation in future periods.  While the Company believes that the 
assumptions are appropriate, significant differences in actual experience or significant changes in assumptions may 
materially affect the pension and other post-retirement obligations and future expense. 
 

The Company also participates in various multi-employer plans for substantially all union employees.  Pension 
expense for these plans is recognized as contributions are funded or when commitments are probable and reasonably 
estimable, in accordance with GAAP.  Refer to Note 15 for additional information regarding the Company’s 
participation in these various multi-employer pension plans. 
 

The Company administers and makes contributions to the employee 401(k) retirement savings accounts.  
Contributions to the employee 401(k) retirement savings accounts are expensed when contributed or over the service 
period in the case of automatic contributions.  Refer to Note 14 for additional information regarding the Company’s 
benefit plans. 
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The Company maintains surety bonds related to self-insured workers’ compensation claims.  These bonds are 
required by most states in which the Company is self-insured for workers’ compensation and are placed with third-party 
insurance providers to insure payment of the Company’s obligations in the event the Company is unable to meet its 
claim payment obligations up to its self-insured retention levels.  These bonds do not represent liabilities of the 
Company, as the Company has recorded reserves for the claim costs. 
 

The Company also maintains insurance coverages for certain risks, including cyber exposure and property-related 
losses.  The Company’s insurance coverage begins for these exposures ranging from $25 to $30. 
 

Revenue Recognition 
 

Sales 
 
The Company recognizes revenues from the retail sale of products, net of sales taxes, at the point of sale.  Pharmacy 

sales are recorded when the product is provided to the customer.  Digital channel originated sales are recognized either 
upon pickup in store or upon delivery to the customer.  Amounts billed to a customer related to shipping and delivery 
represent revenues earned for the goods provided and are classified as sales.  When shipping is discounted, it is recorded 
as an adjustment to sales.  Discounts provided to customers by the Company at the time of sale, including those provided 
in connection with loyalty cards, are recognized as a reduction in sales as the products are sold. Discounts provided by 
vendors, usually in the form of coupons, are not recognized as a reduction in sales provided the coupons are redeemable at 
any retailer that accepts coupons. The Company records a receivable from the vendor for the difference in sales price and 
cash received. For merchandise sold in one of the Company’s stores or online, tender is accepted at the point of sale.  
The Company acts as principal in certain vendor arrangements where the purchase and sale of inventory are virtually 
simultaneous. The Company records revenue and related costs on a gross basis for these arrangements.  For pharmacy 
sales, collection of third-party receivables is typically expected within three months or less from the time of purchase.  
The third-party receivables from pharmacy sales are recorded in “Receivables” in the Company’s Consolidated Balance 
Sheets and were $867 as of January 28, 2023 and $774 as of January 29, 2022. 

 
Gift Cards and Gift Certificates 
 
The Company does not recognize revenue when it sells its own gift cards and gift certificates (collectively “gift 

cards”). Rather, it records a deferred revenue liability equal to the amount received. A sale is then recognized when the 
gift cards are redeemed to purchase the Company’s products.  The Company’s gift cards do not expire.  While gift cards 
are generally redeemed within 12 months, some are never fully redeemed. The Company recognizes gift card breakage 
under the proportional method, where recognition of breakage income is based upon the historical run-off rate of 
unredeemed gift cards.  The Company’s gift card deferred revenue liability was $200 as of January 28, 2023 and $185 
as of January 29, 2022. 
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6. DERIVATIVE FINANCIAL INSTRUMENTS 
 

GAAP requires that derivatives be carried at fair value on the balance sheet and provides for hedge accounting when 
certain conditions are met.  The Company’s derivative financial instruments are recognized on the balance sheet at fair 
value.  Changes in the fair value of derivative instruments designated as “cash flow” hedges, to the extent the hedges are 
highly effective, are recorded in other comprehensive income, net of tax effects.  Ineffective cash flow hedges, if any, 
are recognized in current period earnings.  Other comprehensive income or loss is reclassified into current period 
earnings when the hedged transaction affects earnings.  Changes in the fair value of derivative instruments designated as 
“fair value” hedges, along with corresponding changes in the fair values of the hedged assets or liabilities, are recorded 
in current period earnings.  Ineffective fair value hedges, if any, are recognized in current period earnings.  Changes in 
fair value of derivative instruments not designated as hedges are recognized in current period earnings and included in 
“(Loss) gain on investments” in the Company’s Consolidated Statements of Operations. 
 

The Company assesses, both at the inception of the hedge and on an ongoing basis, whether derivatives used as 
hedging instruments are highly effective in offsetting the changes in the fair value or cash flow of the hedged items.  If it 
is determined that a derivative is not highly effective as a hedge or ceases to be highly effective, the Company 
discontinues hedge accounting prospectively. 

 
Interest Rate Risk Management 

 
The Company is exposed to market risk from fluctuations in interest rates. The Company manages its exposure to 

interest rate fluctuations through the use of a commercial paper program, interest rate swaps (fair value hedges) and 
forward-starting interest rate swaps (cash flow hedges). The Company’s current program relative to interest rate 
protection contemplates hedging the exposure to changes in the fair value of fixed-rate debt attributable to changes in 
interest rates. To do this, the Company uses the following guidelines: (i) use average daily outstanding borrowings to 
determine annual debt amounts subject to interest rate exposure, (ii) limit the average annual amount subject to interest 
rate reset and the amount of floating rate debt to a combined total amount that represents 25% of the carrying value of 
the Company’s debt portfolio or less, (iii) include no leveraged products, and (iv) hedge without regard to profit motive 
or sensitivity to current mark-to-market status. 

 
The Company reviews compliance with these guidelines annually with the Finance Committee of the Board of 

Directors.  These guidelines may change as the Company’s needs dictate. 
 
Fair Value Interest Rate Swaps 

 
The Company did not have any outstanding interest rate derivatives classified as fair value hedges as of January 28, 

2023 and January 29, 2022. 
 

Cash Flow Forward-Starting Interest Rate Swaps 
 
As of January 28, 2023, the Company had five forward-starting interest rate swap agreements with a maturity date 

of August 2027 with an aggregate notional amount totaling $5,350. A forward-starting interest rate swap is an agreement 
that effectively hedges the variability in future benchmark interest payments attributable to changes in interest rates on 
the forecasted issuance of fixed-rate debt. The Company entered into these forward-starting interest rate swaps in order 
to lock in fixed interest rates on its forecasted issuances of debt. A notional amount of $2,350 of these forward-starting 
interest rate swaps was designated as a cash-flow hedge as defined by GAAP. Accordingly, the changes in fair value of 
these forward-starting interest rate swaps are recorded to other comprehensive income and reclassified into net earnings 
when the hedged transaction affects net earnings. As of January 28, 2023, the fair value of these interest rate swaps 
designated as cash flow hedges was recorded in other long-term liabilities for $116 and accumulated other 
comprehensive income for $89, net of tax. The remainder of the notional amount of $3,000 of the forward-starting 
interest rate swaps was not designated as a cash-flow hedge. Accordingly, the changes in the fair value of these forward-
starting interest rate swaps not designated as cash-flow hedges are recognized through net earnings. As of January 28, 
2023, the fair value of these swaps was recorded in other long-term liabilities for $142. In 2022, the Company 
recognized an unrealized loss of $142 related to these swaps that is included in “(Loss) gain on investments” in the 
Company’s Consolidated Statements of Operations. 
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The total intrinsic value of stock options exercised was $159, $121 and $115 in 2022, 2021 and 2020, respectively.  
The total amount of cash received in 2022 by the Company from the exercise of stock options granted under share-based 
payment arrangements was $134.  As of January 28, 2023, there was $206 of total unrecognized compensation expense 
remaining related to non-vested share-based compensation arrangements granted under the Plans.  This cost is expected 
to be recognized over a weighted-average period of approximately two years.  The total fair value of options that vested 
was $19, $20 and $23 in 2022, 2021 and 2020, respectively. 
 

Shares issued as a result of stock option exercises may be newly issued shares or reissued treasury shares.  Proceeds 
received from the exercise of options, and the related tax benefit, may be utilized to repurchase the Company’s common 
shares under a stock repurchase program adopted by the Company’s Board of Directors.  During 2022, the Company 
repurchased approximately three million common shares in such a manner. 
 
12. COMMITMENTS AND CONTINGENCIES 
 

The Company continuously evaluates contingencies based upon the best available evidence. 
 
The Company believes that allowances for loss have been provided to the extent necessary and that its assessment of 

contingencies is reasonable.  To the extent that resolution of contingencies results in amounts that vary from the 
Company’s estimates, future earnings will be charged or credited. 

 
The principal contingencies are described below: 
 
Insurance — The Company’s workers’ compensation risks are self-insured in most states. In addition, other 

workers’ compensation risks and certain levels of insured general liability risks are based on retrospective premium 
plans, deductible plans, and self-insured retention plans.  The liability for workers’ compensation risks is accounted for 
on a present value basis.  Actual claim settlements and expenses incident thereto may differ from the provisions for 
loss.  Property risks have been underwritten by a subsidiary and are all reinsured with unrelated insurance 
companies.  Operating divisions and subsidiaries have paid premiums, and the insurance subsidiary has provided loss 
allowances, based upon actuarially determined estimates. 

 
Litigation — Various claims and lawsuits arising in the normal course of business, including personal injury, 

contract disputes, employment discrimination, wage and hour and other regulatory claims are pending against the 
Company.  Some of these suits purport or have been determined to be class actions and/or seek substantial damages.  
Although it is not possible at this time to evaluate the merits of all of these claims and lawsuits, nor their likelihood of 
success, the Company is of the belief that any resulting liability will not have a material effect on the Company’s 
financial position, results of operations, or cash flows. 

 
The Company continually evaluates its exposure to loss contingencies arising from pending or threatened litigation 

and believes it has made provisions where it is reasonably possible to estimate and when an adverse outcome is 
probable.  Nonetheless, assessing and predicting the outcomes of these matters involves substantial uncertainties.  
Management currently believes that the aggregate range of loss for the Company’s exposure is not material to the 
Company.  It remains possible that despite management’s current belief, material differences in actual outcomes or 
changes in management’s evaluation or predictions could arise that could have a material adverse effect on the 
Company’s financial condition, results of operations, or cash flows. 
 

The Company is one of dozens of companies that have been named in various lawsuits alleging that defendants 
contributed to create a public nuisance through the distribution and dispensing of opioids.  

 
At present, the Company is named in a significant number of lawsuits pending in various state courts, including 

cases brought by certain state Attorneys General, as well as in the United States District Court for the Northern District 
of Ohio, where over 2,000 cases have been consolidated as Multi-District Litigation (“MDL”) pursuant to 28 U.S.C. 
§1407 in a case entitled In re National Prescription Opiate Litigation. Most of these cases have been stayed pending 
developments in bellwether MDL cases, including some in which the Company is named, which are proceeding on a 
staggered discovery schedule.  Once discovery is completed, those cases will be remanded to the originating federal 
court for trial. In addition, the Company has received requests for documents and information from government agencies 
regarding opioids. The Company has and will cooperate with these inquiries. 
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The Company is vigorously defending these matters and believes that these cases are without merit. At this stage in 
the proceedings, the Company is unable to determine the probability of the outcome of these matters or the range of 
reasonably possible loss, if any. 
 

In the third quarter of 2022, the Company recorded a charge of $85 relating to a settlement of opioid litigation 
claims with the State of New Mexico. The agreed upon settlement framework allocates $85 among various constituents 
related to the state of New Mexico. This settlement agreement resolved all opioid lawsuits and claims by the state of 
New Mexico against the Company. Kroger continues to vigorously defend against all claims and lawsuits relating to 
opioids. 

 
Assignments — The Company is contingently liable for leases that have been assigned to various third parties in 

connection with facility closings and dispositions.  The Company could be required to satisfy the obligations under the 
leases if any of the assignees is unable to fulfill its lease obligations.  Due to the wide distribution of the Company’s 
assignments among third parties, and various other remedies available, the Company believes the likelihood that it will 
be required to assume a material amount of these obligations is remote. 
 
13. STOCK 
 

Preferred Shares 
 

The Company has authorized five million shares of voting cumulative preferred shares; two million shares were 
available for issuance at January 28, 2023.  The shares have a par value of $100 per share and are issuable in series. 

 
Common Shares 
 

The Company has authorized two billion common shares, $1 par value per share. 
 

Common Stock Repurchase Program 
 

The Company maintains stock repurchase programs that comply with Rule 10b5-1 of the Securities Exchange Act 
of 1934 to allow for the orderly repurchase of The Kroger Co. common shares, from time to time.  The Company made 
open market purchases totaling $821, $1,422 and $1,196 under these repurchase programs in 2022, 2021 and 2020, 
respectively.   
 

In addition to these repurchase programs, in December 1999, the Company began a program to repurchase common 
shares to reduce dilution resulting from its employee stock option plans.  This program is solely funded by proceeds 
from stock option exercises and the related tax benefit.  The Company repurchased approximately $172, $225 and $128 
under the stock option program during 2022, 2021 and 2020, respectively. 
 
14. COMPANY- SPONSORED BENEFIT PLANS 
 

The Company administers non-contributory defined benefit retirement plans for some non-union employees and 
union-represented employees as determined by the terms and conditions of collective bargaining agreements.  These 
include several qualified pension plans (the “Qualified Plans”) and non-qualified pension plans (the “Non-Qualified 
Plans”).  The Non-Qualified Plans pay benefits to any employee that earns in excess of the maximum allowed for the 
Qualified Plans by Section 415 of the Internal Revenue Code.  The Company only funds obligations under the Qualified 
Plans.  Funding for the company-sponsored pension plans is based on a review of the specific requirements and on 
evaluation of the assets and liabilities of each plan. 

 
In addition to providing pension benefits, the Company provides certain health care benefits for retired employees.  

Based on employee’s age, years of service and position with the Company, the employee may be eligible for retiree 
health care benefits.  Funding of retiree health care benefits occurs as claims or premiums are paid. 
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• Private Equity: Private Equity investments are valued based on the fair value of the underlying securities within
the fund, which include investments both traded on an active market and not traded on an active market. For
those investments that are traded on an active market, the values are based on the closing price reported on the
active market on which those individual securities are traded.  For investments not traded on an active market,
or for which a quoted price is not publicly available, a variety of unobservable valuation methodologies,
including discounted cash flow, market multiple and cost valuation approaches, are employed by the fund
manager to value investments.  Fair values of all investments are adjusted annually, if necessary, based on
audits of the private equity fund financial statements; such adjustments are reflected in the fair value of the
plan’s assets.

• Real Estate: Real estate investments include investments in real estate funds managed by a fund manager.
These investments are valued using a variety of unobservable valuation methodologies, including discounted
cash flow, market multiple and cost valuation approaches.  The valuations for these investments are not based
on readily observable inputs and are classified as Level 3 investments.  Certain other real estate investments are
valued using a NAV provided by the manager of each fund.  These assets have been valued using NAV as a
practical expedient.

The methods described above may produce a fair value calculation that may not be indicative of net realizable value 
or reflective of future fair values.  Furthermore, while the Company believes its valuation methods are appropriate and 
consistent with other market participants, the use of different methodologies or assumptions to determine the fair value 
of certain financial instruments could result in a different fair value measurement. 

The Company contributed and expensed $315, $289 and $294 to employee 401(k) retirement savings accounts in 
2022, 2021 and 2020, respectively.  The 401(k) retirement savings account plans provide to eligible employees both 
matching contributions and automatic contributions from the Company based on participant contributions, compensation 
as defined by the plan and length of service. 

15. MULTI-EMPLOYER PENSION PLANS

The Company contributes to various multi-employer pension plans based on obligations arising from collective
bargaining agreements.  These multi-employer pension plans provide retirement benefits to participants based on their 
service to contributing employers.  The benefits are paid from assets held in trust for that purpose.  Trustees are 
appointed in equal number by employers and unions.  The trustees typically are responsible for determining the level of 
benefits to be provided to participants as well as for such matters as the investment of the assets and the administration 
of the plans. 

The Company recognizes expense in connection with these plans as contributions are funded or when commitments 
are probable and reasonably estimable, in accordance with GAAP.  The Company made cash contributions to these plans 
of $620 in 2022, $1,109 in 2021 and $619 in 2020. The decrease in 2022, compared to 2021, and the increase in 2021, 
compared to 2020, are due to the contractual payments the Company made in 2021 related to its commitments 
established for the restructuring of certain multi-employer pension plan agreements. 

The Company continues to evaluate and address potential exposure to under-funded multi-employer pension plans 
as it relates to the Company’s associates who are beneficiaries of these plans.  These under-fundings are not a liability of 
the Company.  When an opportunity arises that is economically feasible and beneficial to the Company and its 
associates, the Company may negotiate the restructuring of under-funded multi-employer pension plan obligations to 
help stabilize associates’ future benefits and become the fiduciary of the restructured multi-employer pension plan.  The 
commitments from these restructurings do not change the Company’s debt profile as it relates to its credit rating since 
these off balance sheet commitments are typically considered in the Company’s investment grade debt rating. 
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The Company is currently designated as the named fiduciary of the United Food and Commercial Workers 
(“UFCW”) Consolidated Pension Plan and the International Brotherhood of Teamsters (“IBT”) Consolidated Pension 
Fund and has sole investment authority over these assets. Due to opportunities arising, the Company has restructured 
certain multi-employer pension plans. The significant effects of these restructuring agreements recorded in our 
Consolidated Financial Statements are: 

• In 2022, the Company incurred a $25 charge, $19 net of tax, for obligations related to withdrawal liabilities for
certain multi-employer pension funds.

• In 2021, associates within the Fred Meyer and QFC divisions ratified an agreement for the transfer of liabilities
from the Sound Retirement Trust to the UFCW Consolidated Pension Plan.  The Company transferred $449,
$344 net of tax, in net accrued pension liabilities and prepaid escrow funds to fulfill obligations for past service
for associates and retirees. The agreement will be satisfied by cash installment payments to the UFCW
Consolidated Pension Plan and will be paid evenly over seven years.

• In 2020, certain of the Company’s associates ratified an agreement with certain UFCW local unions to
withdraw from the UFCW International Union-Industry Pension Fund (“National Fund”). Due to the
ratification of the agreement, the Company incurred a withdrawal liability charge of $962, on a pre-tax basis, to
fulfill obligations for past service for associates and retirees in the National Fund. The Company also incurred
an additional $27 commitment to a transition reserve in the new variable annuity pension plan. On an after-tax
basis, the withdrawal liability and commitment to the transition reserve totaled $754. As of January 29, 2022,
the current portion of the commitment of $233 is included in “Other current liabilities” and the long-term
portion of the commitment of $233 is included in “Other long-term liabilities” in the Company’s Consolidated
Balance Sheets. As of January 28, 2023, the current portion of the commitment of $240 is included in “Other
current liabilities” in the Company’s Consolidated Balance Sheets. In 2022 and 2021, the Company paid $226
and $523 of these commitments, respectively.  The original commitment of $962 on a pre-tax basis, will be
satisfied by payment to the National Fund over three years.  In 2020, in “Other” within “Changes in operating
assets and liabilities”, the Company’s Consolidated Statements of Cash Flows includes the change related to
recording the long-term portion of the withdrawal liability commitment.

The risks of participating in multi-employer pension plans are different from the risks of participating in single-
employer pension plans in the following respects: 

• Assets contributed to the multi-employer plan by one employer may be used to provide benefits to employees
of other participating employers.

• If a participating employer stops contributing to the plan, the unfunded obligations of the plan allocable to such
withdrawing employer may be borne by the remaining participating employers.

• If the Company stops participating in some of its multi-employer pension plans, the Company may be required
to pay those plans an amount based on its allocable share of the unfunded vested benefits of the plan, referred to
as a withdrawal liability.

The Company’s participation in multi-employer plans is outlined in the following tables.  The EIN / Pension Plan 
Number column provides the Employer Identification Number (“EIN”) and the three-digit pension plan number.  The 
most recent Pension Protection Act Zone Status available in 2022 and 2021 is for the plan’s year-end at December 31, 
2021 and December 31, 2020, respectively.  Among other factors, generally, plans in the red zone are less than 65 
percent funded, plans in the yellow zone are less than 80 percent funded and plans in the green zone are at least 80 
percent funded.  The zone status is confirmed by each plan’s actuarial valuation.  The FIP/RP Status Pending / 
Implemented Column indicates plans for which a funding improvement plan (“FIP”) or a rehabilitation plan (“RP”) is 
either pending or has been implemented.  Unless otherwise noted, the information for these tables was obtained from the 
Forms 5500 filed for each plan’s year-end at December 31, 2021 and December 31, 2020. The multi-employer 
contributions listed in the table below are the Company’s multi-employer contributions made in fiscal years 2022, 2021 
and 2020. 
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In connection with obtaining the requisite regulatory clearance necessary to consummate the transaction, the 
Company and Albertsons expect to make store divestitures. Subject to the outcome of the divestiture process and as 
described in the merger agreement, Albertsons is prepared to establish an Albertsons subsidiary (“SpinCo”). SpinCo 
would be spun-off to Albertsons shareholders immediately prior to the closing of the merger and operate as a standalone 
public company. The Company and Albertsons have agreed to work together to determine which stores, if any, would 
comprise SpinCo, as well as the pro forma capitalization of SpinCo.  The per share cash purchase price of $34.10 
payable to Albertsons shareholders in the merger would be reduced by an amount equal to (i) $6.85, which is the per 
share amount of a special pre-closing cash dividend that was paid on January 20, 2023 to Albertsons shareholders of 
record as of October 24, 2022 plus (ii) three times the four-wall adjusted EBITDA for the stores contributed to SpinCo., 
if any, divided by the number of shares of Albertsons common stock (including shares of Albertsons common stock 
issuable upon conversion of Albertsons preferred stock) outstanding as of the record date for the spin-off.  The Company 
and Albertsons continue to work to determine whether any stores will be contributed to SpinCo.  The current adjusted 
per share cash purchase price is expected to be $27.25, pending determination of any required adjustments for SpinCo. 
 

In connection with the merger agreement, on October 13, 2022, the Company entered into a commitment letter with 
certain lenders pursuant to which the lenders have committed to provide a $17,400 senior unsecured bridge term loan 
facility, which, if entered into, would mature 364 days after the closing date of the merger. The commitments are 
intended to be drawn to finance the merger with Albertsons only to the extent the Company does not arrange for 
alternative financing prior to closing. As alternative financing for the merger is secured, the commitments with respect to 
the bridge term loan facility under the commitment letter will be reduced. Upfront fees with respect to the bridge term 
loan facility are included in “Financing fees paid” in the Company’s Consolidated Statements of Cash Flows and will be 
recognized as operating, general and administrative expense in the Company’s Consolidated Statements of Operations 
over the commitment period. 
 

On November 9, 2022, the Company executed a term loan credit agreement with certain lenders pursuant to which 
the lenders committed to provide, contingent upon the completion of the merger with Albertsons and certain other 
customary conditions to funding, (1) senior unsecured term loans in an aggregate principal amount of $3,000 maturing 
on the third anniversary of the merger closing date and (2) senior unsecured term loans in an aggregate principal amount 
of $1,750 maturing on the date that is 18 months after the merger closing date (collectively, the “Term Loan Facilities”). 
Borrowings under the Term Loan Facilities will be used to pay a portion of the consideration and other amounts payable 
in connection with the merger with Albertsons. The entry into the term loan credit agreement reduces the commitments 
under the Company’s $17,400 bridge facility commitment by $4,750. Borrowings under the Term Loan Facilities will 
bear interest at rates that vary based on the type of loan and the Company’s debt rating. In addition to the sources of 
financing described above, the Company expects to finance the transaction with senior notes issuances, borrowings 
under its commercial paper program, bank credit facility capacity and cash on hand. 
 

The agreement provides for certain termination rights for the Company and Albertsons, including if the closing does 
not occur on or prior to January 13, 2024 (the “Outside Date”), provided that the Outside Date may be extended by either 
party for up to 270 days in the aggregate. The Company will be obligated to pay a termination fee of $600 if the merger 
agreement is terminated by either party in connection with the occurrence of the Outside Date, and, at the time of such 
termination, all closing conditions other than regulatory approval have been satisfied. The transaction is expected to 
close in early 2024, subject to the receipt of required regulatory clearance and other customary closing conditions. 
 
17. RECENTLY ISSUED ACCOUNTING STANDARDS 
 

In September 2022, the FASB issued ASU No. 2022-04, "Liabilities - Supplier Finance Programs (Subtopic 405-
50): Disclosure of Supplier Finance Program Obligations". This guidance requires annual and interim disclosures for 
entities that use supplier finance programs in connection with the purchase of goods and services. These amendments are 
effective for fiscal years beginning after December 15, 2022, except for the amendment on roll forward information, 
which is effective for fiscal years beginning after December 15, 2023. The Company is currently assessing the effect that 
adoption of this guidance will have on its Consolidated Financial Statements. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 

 
None. 

 
ITEM 9A. EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES. 
 

As of January 28, 2023, our Chief Executive Officer and Chief Financial Officer, together with a disclosure review 
committee appointed by the Chief Executive Officer, evaluated the Company’s disclosure controls and 
procedures.  Based on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that the 
Company’s disclosure controls and procedures were effective as of January 28, 2023. 
 
CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING 
 

The Company is in the process of implementing a broad, multi-year, technology transformation project to 
modernize mainframe, middleware and legacy systems to achieve better process efficiencies across customer service, 
merchandising, sourcing, payroll and accounting through the use of various solutions. Implementation of new accounting 
ERP modules for general ledger, accounts receivable, accounts payable, fixed assets and a new indirect procurement 
module were implemented at the beginning of the first quarter of 2021. In the third quarter of 2022, a new payroll 
module was implemented.  Additional phases of the project will continue to be implemented over the next several years. 
As of January 28, 2023, there have been no material additional implementations of modules since the third quarter of 
2022.  As the Company’s technology transformation project continues, the Company continues to emphasize the 
maintenance of effective internal controls and assessment of the design and operating effectiveness of key control 
activities throughout development and deployment of each phase and will evaluate as additional phases are deployed. 

 
There were no changes in Kroger’s internal control over financial reporting that materially affected, or were 

reasonably likely to materially affect, Kroger’s internal control over financial reporting during the quarter ended January 
28, 2023.    
 
MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
 

Management is responsible for establishing and maintaining adequate internal control over financial reporting for 
the Company.  With the participation of the Chief Executive Officer and the Chief Financial Officer, our management 
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework and 
criteria established in Internal Control — Integrated Framework (2013), issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.  Based on the evaluation, management has concluded that the Company’s 
internal control over financial reporting was effective as of January 28, 2023. 
 

The effectiveness of the Company’s internal control over financial reporting as of January 28, 2023, has been 
audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their report, 
which can be found in Item 8 of this Form 10-K. 
 
ITEM 9B. OTHER INFORMATION. 
 

None. 
 

ITEM 9C.  DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS. 
 
Not applicable. 
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The remainder of the information required by this Item is set forth in the section entitled Beneficial Ownership of 
Common Stock in the 2023 proxy statement and is hereby incorporated by reference into this Form 10-K. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE. 

The information required by this Item is set forth in the sections entitled Related Person Transactions and 
Information Concerning the Board of Directors-Independence in the 2023 proxy statement and is hereby incorporated by 
reference into this Form 10-K. 

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES. 

The information required by this Item is set forth in the section entitled Ratification of the Appointment of Kroger’s 
Independent Auditor in the 2023 proxy statement and is hereby incorporated by reference into this Form 10-K. 
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PART IV 

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES. 

(a)1.†      Financial Statements: 
Report of Independent Registered Public Accounting Firm (PCAOB ID 238)
Consolidated Balance Sheets as of January 28, 2023 and January 29, 2022
Consolidated Statements of Operations for the years ended January 28, 2023, January 29, 2022 and January 
30, 2021 
Consolidated Statements of Comprehensive Income for the years ended January 28, 2023, January 29, 2022 
and January 30, 2021 
Consolidated Statements of Cash Flows for the years ended January 28, 2023, January 29, 2022 and January 
30, 2021 
Consolidated Statement of Changes in Shareholders’ Equity for the years ended January 28, 2023, January 
29, 2022 and January 30, 2021 

  Notes to Consolidated Financial Statements

(a)2. Financial Statement Schedules: 
There are no Financial Statement Schedules included with this filing for the reason that they are not 
applicable or are not required or the information is included in the financial statements or notes thereto.

(a)3.(b) Exhibits 

2.1 Agreement and Plan of Merger, dated as of October 13, 2022, by and among the Company, Parent and 
Merger Sub, is hereby incorporated by reference to Exhibit 2.1 of the Company’s 8-K filed with the SEC on 
October 14, 2022. 

3.1 Amended Articles of Incorporation are hereby incorporated by reference to Exhibit 3.1 of the Company’s 
Quarterly Report on Form 10-Q for the quarter ended May 22, 2010, as amended by the Amendment to 
Amended Articles of Incorporation, which is hereby incorporated by reference to Exhibit 3.1 of the 
Company’s Quarterly Report on Form 10-Q for the quarter ended May 23, 2015. 

3.2 The Company’s Regulations are hereby incorporated by reference to Exhibit 3.1 of the Company’s Current 
Report on Form 8-K filed with the SEC on June 27, 2019.

4.1 Instruments defining the rights of holders of long-term debt of the Company and its subsidiaries are not 
filed as Exhibits because the amount of debt under each instrument is less than 10% of the consolidated 
assets of the Company.  The Company undertakes to file these instruments with the SEC upon request.

4.2 Description of Securities.  Incorporated by reference to Exhibit 4.2 of the Company’s Annual Report on 
Form 10-K for the fiscal year ended February 1, 2020.

10.1* The Kroger Co. Deferred Compensation Plan for Independent Directors. Incorporated by reference to 
Exhibit 10.2 of the Company’s Annual Report on Form 10-K for the fiscal year ended January 30, 2016. 

10.2* The Kroger Co. Executive Deferred Compensation Plan. Incorporated by reference to Exhibit 10.4 of the 
Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 2005. 

10.3* The Kroger Co. 401(k) Retirement Savings Account Restoration Plan. Incorporated by reference to 
Exhibit 10.4 of the Company’s Annual Report on Form 10-K for the fiscal year ended February 3, 2007. 

10.4* The Kroger Co. Supplemental Retirement Plans for Certain Retirement Benefit Plan Participants. 
Incorporated by reference to Exhibit 10.6 of the Company’s Annual Report on Form 10-K for the fiscal year 
ended February 3, 2007. 

10.5* The Kroger Co. Employee Protection Plan dated January 13, 2017. Incorporated by reference to 
Exhibit 10.5 of the Company’s Annual Report on Form 10-K for the fiscal year ended January 28, 2017.

10.6 Term Loan agreement, dated as of November 9, 2022, by and among The Kroger Co., the lenders from time 
to time party thereto, and Citibank, N.A., as administrative agent for the lenders, incorporated by reference 
to Exhibit 10.1 of the Company’s Current Report on Form 8-K filed with the SEC on November 10, 2022.

PX6009-206

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 300 of 620 * PUBLIC * 



98 

10.7 Amendment No. 1 to Credit Agreement, dated as of November 9, 2022, by and among The Kroger Co., the 
lenders party thereto, and Bank of America, N.A., as paying agent to the Amended and Restated Credit 
Agreement dated July 6, 2021, incorporated by reference to Exhibit 10.2 of the Company’s Current Report 
on Form 8-K filed with the SEC on November 10, 2022. 

10.8 The Kroger Co. 2008 Long-Term Incentive and Cash Bonus Plan. Incorporated by reference to Exhibit 4.2 
of the Company’s Form S-8 filed with the SEC on June 26, 2008.

10.9 The Kroger Co. 2011 Long-Term Incentive and Cash Bonus Plan. Incorporated by reference to Exhibit 4.2 
of the Company’s Form S-8 filed with the SEC on June 23, 2011.

10.10 The Kroger Co. 2014 Long-Term Incentive and Cash Bonus Plan. Incorporated by reference to Exhibit 4.2 
of the Company’s Form S-8 filed with the SEC on July 29, 2014.

10.11* The Kroger Co. 2019 Long-Term Incentive Plan.  Incorporated by reference to Exhibit 99.1 of the 
Company’s Form S-8 filed with the SEC on June 28, 2019.

10.12* Form of Restricted Stock Grant Agreement under Long-Term Incentive Cash Bonus Plans.  Incorporated by 
reference to Exhibit 10.11 of the Company’s Annual Report on Form 10-K for the fiscal year ended 
February 1, 2020. 

10.13* Form of Restricted Stock Grant Agreement under Long-Term Incentive and Cash Bonus Plans. Incorporated 
by reference to Exhibit 10.9 of the Company’s Annual Report on Form 10-K for the fiscal year ended 
February 3, 2007. 

10.14* Form of Non-Qualified Stock Option Grant Agreement under Long-Term Incentive and Cash Bonus Plan. 
Incorporated by reference to Exhibit 10.13 of the Company’s Annual Report on Form 10-K for the fiscal 
year ended February 1, 2020. 

10.15* Form of Non-Qualified Stock Option Grant Agreement under Long-Term Incentive and Cash Bonus Plans. 
Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarter 
ended May 24, 2008. 

10.16* Form of Performance Unit Award Agreement under Long-Term Incentive and Cash Bonus Plans.  
Incorporated by reference to Exhibit 10.15 of the Company’s Annual Report on Form 10-K for the fiscal 
year ended February 1, 2020. 

10.17* Form of Restricted Stock Grant Agreement under Long-Term Incentive and Cash Bonus Plan. Incorporated 
by reference to Exhibit 10.16 of the Company’s Annual Report on Form 10-K for the fiscal year ended 
January 30, 2021. 

21.1 Subsidiaries of the Registrant. 

23.1 Consent of Independent Registered Public Accounting Firm.

24.1 Powers of Attorney. 

31.1 Rule 13a-14(a)/15d-14(a) Certification.

31.2 Rule 13a-14(a)/15d-14(a) Certification.

32.1 Section 1350 Certifications. 

101.INS  XBRL Instance Document - the instance document does not appear in the Interactive Data File because its
XBRL tags are embedded within the Inline XBRL document.

101.SCH  XBRL Taxonomy Extension Schema Document.

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document.
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101.DEF  XBRL Taxonomy Extension Definition Linkbase Document.  

101.LAB  XBRL Taxonomy Extension Label Linkbase Document.  

101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document.

104 Cover Page Interactive Data File - The cover page interactive data file does not appear in the Interactive 
Data File because its XBRL tags are embedded within the Inline XBRL document. 

* Management contract or compensatory plan or arrangement.
† Filed herewith.

ITEM 16. FORM 10-K SUMMARY. 

Not Applicable. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Company has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

THE KROGER CO.

Dated: March 28, 2023 /s/ W. Rodney McMullen
W. Rodney McMullen
Chairman of the Board and Chief Executive Officer
(principal executive officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the Company and in the capacities indicated on the 28th of March 2023. 
  

 

/s/ Gary Millerchip Senior Vice President and Chief Financial Officer
Gary Millerchip (principal financial officer)

/s/ Todd A. Foley Group Vice President & Corporate Controller 
Todd A Foley (principal accounting officer)

*    Director
Nora A. Aufreiter 
* Director
Kevin M. Brown 
* Director
Elaine L. Chao 
* Director
Anne Gates 
* Director
Karen M. Hoguet 
* Chairman of the Board and Chief Executive Officer
W. Rodney McMullen
* Director
Clyde R. Moore 
* Director
Ronald L. Sargent 
* Director
J. Amanda Sourry Knox
* Director
Mark S. Sutton 
* Director
Ashok Vemuri 

* By: /s/ Christine S. Wheatley
Christine S. Wheatley 
Attorney-in-fact 
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SHAREHOLDERS: EQ Shareowner Services is Registrar and Transfer Agent for Kroger’s common 
shares. For questions concerning payment of dividends, changes of address, etc., individual 
shareholders should contact: 

EQ Shareowner Services 
P. O. Box 64854 

Saint Paul, MN 55164-
0854 Toll Free 1-855-

854-1369

Shareholder questions and requests for forms available on the Internet should be directed to: 
www.shareowneronline.com. 

FINANCIAL INFORMATION: Call (513) 762-1220 (option “1”) to request printed financial 
information, including Kroger’s most recent report on Form 10-Q or 10-K, or press release. Written 
inquiries should be addressed to Shareholder Relations, The Kroger Co., 1014 Vine Street, 
Cincinnati, Ohio 45202-1100. Information also is available on Kroger’s corporate website at 
ir.kroger.com. 

Kroger has a variety of plans under which employees may acquire common shares of Kroger. 
Employees of Kroger and its subsidiaries own shares through a profit sharing plan, as well as 401(k) 
plans and a payroll deduction plan called the Kroger Stock Exchange. If employees have questions 
concerning their shares in the Kroger Stock Exchange, or if they wish to sell shares they have 
purchased through this plan, they should contact: 

Computershare Plan 
Managers PO Box 505039 

Louisville, KY 40233- 
5039 

Phone 800 872 3307 

Questions regarding Kroger’s 401(k) plans should be directed to the employee’s Human 
Resources Department or 1-800-2KROGER. Questions concerning any of the other plans should be 
directed to the employee’s Human Resources Department. 
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E X E C U T I V E  O F F I C E R S

Mary Ellen Adcock 
Senior Vice President, Operations 

Carin L. Fike 
Vice President and Treasurer 

Timothy A. Massa 
Senior Vice President and 

Chief People Officer 

Stuart W. Aitken 
Senior Vice President and Chief 

Merchandising & Marketing Officer 

Todd A. Foley 
Group Vice President, Controller 

W. Rodney McMullen
Chairman of the Board and 

Chief Executive Officer 

Gabriel Arreaga 
Senior Vice President 

Valerie L. Jabbar 
Senior Vice President 

Gary Millerchip 
Senior Vice President and 

Chief Financial Officer 

Yael Cosset 
Senior Vice President and 
Chief Information Officer 

Kenneth C. Kimball 
Senior Vice President 

Christine S. Wheatley 
Senior Vice President, General 

Counsel and Secretary 

O P E R A T I N G  U N I T  H E A D S

Jake Cannon 
Louisville Division 

Colleen Juergensen 
Central Division 

Ann M. Reed 
Cincinnati Division 

Micheal E. Cristal 
Delta Division 

Todd A. Kammeyer 
Fred Meyer Stores 

David W. Richard 
QFC 

Tammy DeBoer 
Harris Teeter 

Bryan H. Kaltenbach 
Food 4 Less 

Thomas L. Schwilke 
Ralphs 

Ken DeLuca 
Michigan Division 

Joe Kelley 
King Soopers/City Market 

Keith Shoemaker 
Dallas Division 

Steve Dreher 
Dillons Food Stores 

Kenneth C. Kimball 
Smith’s 

Victor Smith 
Atlanta Division 

Monica Garnes 
Fry’s Food & Drug 

Colleen R. Lindholz 
Kroger Health 

Jeff B. Talbot 
Kroger Personal Finance 

Laura Gump 
Houston Division 

Michael Marx 
Roundy’s 

Nicholas Tranchina 
Murray’s Cheese 

Sonya Hostetler 
Nashville Division 

Lori Raya 
Mid-Atlantic Division 

Dana Zurcher 
Columbus Division 

Erik Jensen 
Home Chef 
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UNITED STATES OF AMERICA 
BEFORE THE FEDERAL TRADE COMMISSION 

 
_______________________________________ 
In the Matter of 
 
Cerberus Institutional Partners V, L.P. 
a limited partnership; 
 
AB Acquisition LLC,    Docket No. C-4504 
a limited liability company;    PUBLIC VERSION 
 
and 
Safeway Inc., 
a corporation 
_______________________________________ 

 
APPLICATION FOR APPROVAL OF PROPOSED SALE OF 

SUPERVALU ASSETS TO SAAR’S AND REQUEST FOR EXPEDITED TREATMENT 
 

Pursuant to Section 2.41(f) of the Federal Trade Commission (“Commission”) Rules of 

Practice and Procedure, 16 C.F.R § 2.41(f) (2016), and Paragraph VII of the Commission’s 

Decision and Order in the above-captioned matter, SuperValu Inc. (“SuperValu”) hereby 

petitions the Commission to approve the proposed sale of a supermarket located in Lake Stevens, 

Washington to Saar’s Inc. (“Saar’s”) and affiliates. 

I. INTRODUCTION 

On March 6, 2014, AB Acquisition LLC (“Albertson’s”) and Safeway Inc. (“Safeway”) 

entered into an agreement whereby Albertson’s would acquire all outstanding shares of Safeway 

in a transaction valued at approximately $9.2 billion. On January 17, 2015, the Commission 

issued a complaint alleging that the transaction would substantially lessen competition for the 

retail sale of food and other grocery products in supermarkets located in 130 local markets. On 

the same day, the Commission accepted an Agreement Containing Consent Order, including a 

proposed Decision and Order and an Order to Maintain Assets, resolving the charges in the 

1 
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complaint. Following a public comment period, the Commission approved the final Decision and 

Order (“Order”) on July 2, 2015. 

The Order required Albertson’s, its parent company Cerberus Institutional Partners V, 

L.P., and Safeway to divest 168 supermarkets located in Arizona, California, Nevada, Oregon, 

and Washington to various approved buyers. Paragraph II.A.4 of the Order required the 

divestiture of two supermarkets to SuperValu within 100 days of closing: (1) Albertson’s Store 

No. 459, located at 14019 Woodinville-Duvall Road, Woodinville, Washington (King County);  

and (2) Albertson’s Store No. 477, located at 303 91st Avenue NE, Lake Stevens, Washington 

(Snohomish County) (“Lake Stevens Store”) (collectively, the “SuperValu Divestiture Assets”). 

The Order further provides that for three years following the Order’s date of issuance, SuperValu 

must obtain the Commission’s prior approval for the sale of any SuperValu Divestiture Assets, 

and may only sell such assets to a buyer approved by the Commission. 

SuperValu has entered into a definitive agreement to sell the Lake Stevens Store to Saar’s 

(“Transaction”). SuperValu hereby requests the Commission to approve the proposed 

Transaction. This petition outlines the principal terms of the Transaction, describes SuperValu’s 

rationale for the proposed Transaction and its efforts to shop the assets to potential buyers, and 

explains why the proposed Transaction merits Commission approval. The Commission should 

approve the proposed Transaction because (1)  

Saar’s is a strong value-driven 

supermarket operator with a proven track record of success in markets such as Lake Stevens; and 

(2) Saar’s has the financial strength, operational capability, and strategic direction necessary to 

operate the Lake Stevens Store competitively, as well as a commitment to grow using SuperValu 

2 
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as its wholesaler. For these reasons, sale of the Lake Stevens Store to Saar’s will promote 

competition and advance the objectives of the Commission’s Order. 

II. REQUEST FOR EXPEDITED TREATMENT 

SuperValu desires to complete the proposed Transaction as soon as possible following 

Commission approval. The Lake Stevens Store has been closed since September 2016. Expedited 

review and consummation of the transaction would allow Saar’s to reopen the store quickly, 

move forward with its business plans to operative the store competitively, and provide a valuable 

competitive alternative to consumers in the Lake Stevens area. It would also enable SuperValu to 

mitigate its continuing losses from holding this closed store. In light of these circumstances and 

the clear bases for approval set forth below, SuperValu requests that the Commission shorten the 

customary 30-day public comment period as permitted under Section 2.41(f)(2) of the 

Commission Rules of Practice and Procedure, 16 C.F.R. § 2.41(f)(2), and approve the proposed 

Transaction by February 25, 2017, which marks the end of SuperValu’s fiscal year. 

III. TRANSACTION DESCRIPTION 

On January 12, 2017, a Purchase and Sale Agreement (“PSA”), attached herewith as 

Exhibit A, was executed by and between SUPERVALU WA, L.L.C.; SUPERVALU Holdings, 

Inc. (collectively, “SUPERVALU”); Saar Properties VIII, LLC; and Saar’s Inc. (collectively, 

“SAAR”). Pursuant to the PSA, SUPERVALU will sell to SAAR the Lake Stevens Store, 

located at 303 91st Avenue NE, Lake Stevens, Washington (Snohomish County) (“Property”), 

certain improvements thereto (“Improvements”), and all furniture, equipment, trade fixtures, and 

personal property located therein (“FFE”).  

 

 

3 
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2016) are attached herewith as Exhibits B, C, and D. A company profile of Saar’s is attached 

herewith as Exhibit E.  

C. Saar’s is a Financially Sound Buyer Capable of Operating the Lake Stevens 
Store Competitively 
 

SuperValu marketed the Lake Stevens Store to several SuperValu-supplied retailers, non-

SuperValu-supplied retailers, and third-party real estate developers. SuperValu would prefer to 

sell the Lake Stevens Store to an independent grocery store operator, with SuperValu as the 

supplier. After shopping the store to a number of potential buyers, SuperValu concluded that 

Saar’s offered the best fit due to (1) its proven track record of success with its value-driven 

format in markets similar to Lake Stevens; (2) its ability to fill a competitive need in the Lake 

Stevens community; (3) its overall financial and operational strength, including robust sales 

expectations; and (4) its desire to grow using SuperValu as its wholesaler. 

V. CONCLUSION 

For the foregoing reasons, SuperValu respectfully requests that the Commission 

expeditiously approve the proposed Transaction as soon as practicable during the public 

comment period, and in any event before February 25, 2017. 

VI. REQUEST FOR CONFIDENTIAL TREATMENT 

This application contains confidential, competitively sensitive information regarding the 

transaction, the Lake Stevens Store, and the business activities of SuperValu and Saar’s. 

Disclosure of this information would prejudice SuperValu and Saar’s and harm the ability of 

each company to compete effectively. Accordingly, pursuant to Sections 2.41(f)(4), 4.9(c), and 

4.10(a)(2) of the Commission’s Rules of Practice and Procedure, 16 C.F.R. §§ 2.41(f)(4), 4.9(c), 

4.10(a)(2), and Sections 6(f) and 21(c) of the Federal Trade Commission Act, 15 U.S.C. §§ 46(f),  

57b-2(c), SuperValu requests that this information be treated as strictly confidential. In 

5 
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Exhibit A 

Purchase and Sale Agreement 

REDACTED 
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Exhibit B 

Saar’s, Inc. Financial Statement (2014) 

REDACTED 
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Exhibit C 

Saar’s, Inc. Financial Statement (2015) 

REDACTED 
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Saar's Inc. Company Profile 
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population looking for the variety and value Saar’s stores offer. Some locations are tailored to local ethnic groups. Hames 

said each store has a different concentration of Hispanic, Asian, Eastern European, or traditional American consumers. “We 

market each store according to its specific demographic while keeping with our overall strategy,” he said. 

The company drives its center store with what it calls category killers. Although Saar’s may not have a particularly deep 

SKU count, the company will source extreme value items and display them in four-foot display bunkers within their product 

category. The idea is to drive sales and the Saar’s price image through merchandising category killers.  

This is important given current economic conditions. Hames said Saar’s customers are looking for more value than ever. 

Since Saar’s is a value-driven store, this presents an opportunity with customers who are looking to make the change from 

national brands to private labels. Hames said the company has seen a dramatic increase in coupon sales. Saar’s has a 

weekly flyer and an active web-site that highlights a different event each week, be it a meat sale, produce sale, or $0.99 sale.  

“We are event-driven, and we drive our sales based on those events,” Hames said. “We don’t use a loyalty card program 

because we feel that loyalty is old fashioned and earned with good pricing for everyone, good service, clean stores, and 

special events to make a fun shopping experience. That will drive loyalty the old fashioned way—by earning it.”  
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Greg Saar – left, Kyle Saar – right 
 

 
 

John Hames – left, Mary Garner – right 

 

PUBLIC

PX6010-015

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 322 of 620 * PUBLIC * 



 
 

White Center, Seattle 
 

 
 
 

 
 

PUBLIC

PX6010-016

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 323 of 620 * PUBLIC * 



 

 
 

White Center Grand Opening 
 
 

 

PUBLIC

PX6010-017

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 324 of 620 * PUBLIC * 



Bunker Merchandising – White Center 
 

 
 
 

 

PUBLIC

PX6010-018

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 325 of 620 * PUBLIC * 



AUBURN STORE  
 

 
 

 

PUBLIC

  

 
  
  

     
   

  

PX6010-019

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 326 of 620 * PUBLIC * 



 
 

 
 

PUBLIC

   

PX6010-020

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 327 of 620 * PUBLIC * 



 
 

 
 
 
 

PUBLIC

PX6010-021

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 328 of 620 * PUBLIC * 



 
 

 
 

 
 

 

PUBLIC

PX6010-022

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 329 of 620 * PUBLIC * 



 
 

 
 

 

PUBLIC

PX6010-023

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 330 of 620 * PUBLIC * 



 
 

 
 

PUBLIC

PX6010-024

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 331 of 620 * PUBLIC * 



 
 

 
 

PUBLIC

PX6010-025

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 332 of 620 * PUBLIC * 



 
 
 
 

 
 

 

PUBLIC

PX6010-026

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 333 of 620 * PUBLIC * 



 
 
 
 

PX6016 
 

 
 

 
 

 
 

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 334 of 620 * PUBLIC * 



        

       
   

    

   

 

  

   

       

   

       

    

      

   

      

   

    

    

    

           

    

         

    

      

   

            

   

    

            

PX6016-001

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 335 of 620 * PUBLIC * 



        

    

        

    

      

    

       

    

        

   

       

    

      

   

             

    

       

    

      

   

       

 

    

            
       

                   
                     

  

                   
                 

               
                  

              

                          
                     

PX6016-002

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 336 of 620 * PUBLIC * 



    

        

               
         

                    
                

                    
                    

   

              
                 

  

                       

 

              
                   

        

                      
                     

                   
                     

     

                   
                      

                     
        

                     
                

                

                 
               

    

                
                  

          

                   
                        

                 
               

        

                   
                  
                 

             

PX6016-003

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 337 of 620 * PUBLIC * 



    

        

                   
                      

                 
               

               
                    

                   

                     
                   

                  

                  
                 

         

                 
                

                    
     

                
                

                
                       

              

                
                      
      

                  
                   
              

                   
               

                   
                    

                 

                 
                    

                    
              

                     
            

                    

 

       

PX6016-004

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 338 of 620 * PUBLIC * 



    

        

                   
                       

      

                     
                

                 
                    

     

                 
                  

                  
                       

            

                 
                

                   
       

                     
                      

                    
                   

    

                      
                  
 

                 
                 
                

       

                  
                  

                    
                      

                   
 

                  
                

        

                    
                 

           

                
                

                  

PX6016-005

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 339 of 620 * PUBLIC * 



    

        

                    
 

                 
                    

                     
                

            

                      
                    
                  

                  
            

            

              
                 

              
        

                      
                    

                      
                      

                     
                    
                  

                
                   

                   
       

                
               

                

                  
                 

                  
       

                 
                  

                     
                    

                  
                

                  
                  
                     

                

PX6016-006

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 340 of 620 * PUBLIC * 



    

        

                 
                 
             

                  
                  

                 
                  

                   
              

                  
                    

                    
             

                    
                     

                   
               

                
               

                
                 

                   
    

                
                   
                 
      

                   
                      

                  
                    

                 

                
                  
                

                 

                     
               

                
         

                     
                

                
      

PX6016-007

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 341 of 620 * PUBLIC * 



    

        

                      
                     

                   
                       

   

                   
                     

                      
                     

                     
 

                 
               

               

                    
                     

                      
     

                      
                  

                 
                

                

                   
                  

                 
                 

                  
               

             
                    
               

                
    

                 
                 
                  

         

                      
                  
                      

                 

                   
                      

                  

PX6016-008

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 342 of 620 * PUBLIC * 



    

        

                   
     

                    
                    

                

                   
                  

                    
                       

                     
                    
                   

      

                   
               

                   
      

                     
                    

                  
                   

  

               
                 

                 
  

                    
                  

                  
                

                    
  

                 
                  

                    
    

                  
                    

                  
                  

                 

                   
           

PX6016-009

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 343 of 620 * PUBLIC * 



    

        

                
                    
                

       

                   
                 

                     
 

                 
              

                     
                  
                    
                  

     

                   
               

                     
                  

                  
                 

                
         

                   
                 

                    
      

                   
                 

                     
                    

     

                  
                 

                  
                   

   

                 
                      

                
                

             
     

               
                 

PX6016-010

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 344 of 620 * PUBLIC * 



    

        

                 
                

                    
                   

              
                  
                 

            

                    
                    

                     
                 
                  

        

                  
                   

                   
                  
         

              
                 

                     
                      

                 

                  
                  

                   

                  
                      
                  

                   
             

                   
                 
                    

                

                    
                 

                  
                 

                 
                   

               
                     

  

PX6016-011

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 345 of 620 * PUBLIC * 



    

        

                 
                  

                  
                

       

             
                    

                

                   
                  

             

                 

 

                   
               

               

                   
                     

                  
         

                  
              

                 
                   

    

   

                  
            

                     
                

                  
    

                  
                  

                
               

                    
      

             
                

                  
 

PX6016-012

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 346 of 620 * PUBLIC * 



    

        

                
                     

                     
            

                
                 

                   
                       

                   

                  
                   

                 
   

                  
                   

                  
                 
                      

                 
      

                 
                

                     
               
                 

                   
                 
                      

                  
              

                   
                 
                   

               
               

  

                  
                 

           

                 
                 

                     
                      
       

                 
                   

PX6016-013

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 347 of 620 * PUBLIC * 



    

        

                
                  

                
           

                   
                  

        

               
                  

                 
            

                   
                 

        

                 
                

                 

                     
                   

                  
    

                    
                 

                   
  

                     
                 
              

                   
                  

                  
 

                   
                  

      

                 
                   

            

                  
                 

                
                 

    

PX6016-014

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 348 of 620 * PUBLIC * 



    

        

                  
               

                         
                

                  
                

                  
     

                  
                

                   
         

                  
                  

                

                 
                 

        

                    
                 

                 
                

                   
      

                     
                    

         

                   
                    

                    
                   

                    
       

                        
                 

    

                   
              

                   
               
                    

           

                  
              

PX6016-015

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 349 of 620 * PUBLIC * 



    

        

             
                 
 

                   
                  

                   
                 
                  

           

                   
                     

             

                  
                  

                
                 

                  
                  

 

                       
 

                
                         
                     

                    
        

                   
                 

                   
                
                 

                    
           

                     
                   

                   
        

                    
                      

                   

                    
                    

                    
              

PX6016-016

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 350 of 620 * PUBLIC * 



    

        

                      
                
                  

       

                    
                    

                
    

                  
                   

                    
                 

                   
                 

     

                  
                       

               
                 

       

                
                  
              
                  
                

                    
                      

                  
        

                   
                  

                   

                    
                  

                   
                   

                     
                      

            

                   
                      

              
                  
      

PX6016-017

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 351 of 620 * PUBLIC * 



    

        

                   
                
                 

               
                  

                  

                   
                  

              
              

                    
                

                 
                 

               
                 

    

                     
              

                 
                 

                   
                   

                   
               

                  
                  

                 
                  

        

                
                   
                     

                 
                 

                   
                 
                  

 

                   
                  

               
                    

                   
                  

                 
                      

       

PX6016-018

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 352 of 620 * PUBLIC * 



    

        

                  
                 

    

 

   

            
                   

                 
                      

                       
        

                    
                 
                     

                   
                      

                       
                       
                  

                   
                     

                 
                    

                     
                      

                   
                      

            

                      
                     

                    
                     

                      
                   

                     
                   

                  
          

           
                     

                   
                  

                         
             

                   
                      

                    

PX6016-019

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 353 of 620 * PUBLIC * 



    

        

                  
                 

                     
            

                     
                

                    
                     

               
                    

                    
                     

                     
                      

                  
                   

                 
          

                    
                   

                       
                    

                    
                    

      

            
                  

                   
                  

                   
                     

                   
 

            

                       
                         

                    
                   

                    
                  

                   
                

                     
 

                    
                

                      
                    

PX6016-020

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 354 of 620 * PUBLIC * 



    

        

                   
                  

                         
                   

                    
                      

                   
                       

     

                       
                    

                   
                     

                      
    

                    
                  

                    
                    
                   
                  
       

            
                     

                  
                 

                        
                      

        

                     
                       
                      
                    

                     
                       
                      

       

                    
                  
                      

                       
                     

         

                     
                    

                  
                  

PX6016-021

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 355 of 620 * PUBLIC * 



    

        

                   
                    

                      
         

                   
                 

                  
                   

                      
                  

                  
               

                  
                      
                    

                     
                     

                    
                       

                  
                    
                     

    

                   
                 

                  
   

                    
                         
                    

                     
                      

                  
               

                   
           

                  
                  

                   
                    

                 
                    

                      
                      

                  
                  

                    
                   

PX6016-022

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 356 of 620 * PUBLIC * 



    

        

                     
                 
                   

                     
                
                   
  

          
                    

                 
                     

              

                    
                          
                

  

                    
                       

                  
                 

                 
                   

                   
                     

  

                   
                    
                

                
                        

                        
                    

      

                        
                         
                        
                     

                     
                  

                   
          

           
                   

               
                      

                         
     

PX6016-023

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 357 of 620 * PUBLIC * 



    

        

                   
                       

                     
                        

                      
                        

                  
                      

             

            

         

                    
                  

                   
                 

      

                   
                   

                      
                 

                   
                    
   

                   
                    
                         

                      
 

                    
                 

                     
                 

                 
                

                    
     

                  
                   

                      
                      

                   
                    
                     

        

                   
                  

                      

PX6016-024

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 358 of 620 * PUBLIC * 



    

        

                   
                        

                  
                   

 

                        
                  
                     

                      
                      

                      
                      

                    
     

                 
                       

                

                
                    

                    
                     

                 
                       

                      
                    

                      
                 

                     
            

                  
                  

                       
                   

            
                     

                     
              

                  
                   

             

                     
                       

         

                  
                   

                  
                   

PX6016-025

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 359 of 620 * PUBLIC * 



    

        

                   
                  

                  
                      

                  
              

                     
                    

                  
                   

                   
                     

                      
                   

                  
                     

             

                      
                  

                      
               

                    
                     

                
                      

                       
                       
  

                   
                      
                       
                     

                     
         

            
                          

                    
                      

                     
                         
                   

                   

                   
                       

                     
                      
                        

   

PX6016-026

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 360 of 620 * PUBLIC * 



    

        

                      
                       

                 
                    

                      
                       

                      
                 

                       
                     

                     
                    

                    
     

                     
                        

                     
                    
                    

                     
      

           

           
               

                    
                     

                       
    

                
                   

                     
                    
                  

                  
                      

            

                      
                       

                    

                  
                    
                       

       

                

             
                 

PX6016-027

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 361 of 620 * PUBLIC * 



    

        

                    
                        

                      
           

                  
                     

                      
                     

                 
                       

                        
                    

                  
                       
                   
                    

                       
   

               

                  

                   
                      

                   
                 

                   
                     

                 
                
                      
                  

        

                 
                

                 
                      

                   
                   
  

                      
                   

                     
                   

                     
                      

                   
   

PX6016-028

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 362 of 620 * PUBLIC * 



    

        

                      
                      

                   
                  

                 

                    
                     

                      
                   
                     

          

                   
                   

               

 

              
                       

                      
                     

                     
                  

               
                 

                      
                  
                   
               

                   
                   

                   
                 
                 

                  
                 
                   
 

               
                   

                    
                   

              

                  
                  

                
                  

 

PX6016-029

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 363 of 620 * PUBLIC * 



    

        

                  
         

                
              

                
                

                 
              

                
   

            
            

           
              

           
            

                
           

       

    

   

PX6016-030

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 364 of 620 * PUBLIC * 



 
 
 
 

PX6030 
 

 
 

 
 

 
 

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 365 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 366 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� ����

�����������$���% ��������������������&� ''���������'��$��"���������������'��%��� $������� �����������(���'��������$�$"������ ��� �%&&���$���$�����')����&��"���"��������)����% ��
* �$���� �� �!��$�$$�) ���� '� ���'���$��&���$���� ���������)���"���������+$����� �'���,--��������������� ''���"��� ��%�!�� %�&����'�� '�! ���������$�����'%����*�� %�* �$����� ��$�%��� �����������! ����&��� �'��� $%�������$�������'%� �'����&������ '.�%�&������"'%�! �������!�� %�����'&����/%��"����������� $%��&&����"�������� &�������'� &� �� �'����������
0�1234567�58�9::5;<425:�9:3=26>3�?5@<7A3BC5==2:D�EF=>62>:G>

H �'���$������'��� %��������� �!"������� �! ����� $%� ��������* �$����$�������"'%�!�����'��� $%�������$)�$�$��&��������"'%�!"���)�����$�� ���$�������&����$�������������,-����������!�� �������&�����������$������"$���������� !'��������$�! �������&�''���%�!�$���� ��$��&������� ��%�� ����$����% ���$�#����������$��� ������$�$���������$���� ���"'%�� ���* �$�����'�I �����'���������$��"$)���������$%'����) ������$#������%$$����$�� $%���������������"��� $%��)�$�J� �!"����
9::5;<425:�KLM�N:>OB45=�BC5==2:D

PX6030-002

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 367 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� $���

%&�������''�& �����( �'���� ����������'� )�'�� �'������'����*"�����+��'�, ��������))�*�'������'����� � �&����!�"'����,�� !! ����( �'���� ����� ����� �� '*���!�"���� �)��-�������� '������")*���)).!"������ *� '*� /����������� ��� !! ���������������������� '*�����"�'�*���'���)�����,�*�)��"��� "���� "�������'�����0��� '��'�'' ���"����������")*�)�&����� '*����� ����������)��)��� '", ��"�'���,,����!��'�'������������1�������'� ������!��'''���,�������'��!�.��* �����1������) ������,��*�� '", ��"�'��!"�'����'�
���� ������������ �����"��$2�,��*�� '", ��"�'��, �)������ ��� ���&�����'��,����!�� *��������� '*��)�������* ����������� �� '*��� '"��!"������
!�"���34��,���& ��#) !�)����� ���� *�� ���'���,��"���������� '", ��"�'���) '�������� ���"'��,����54��,�������1����� )�������*�)) ��� )�����&'��"������ '�� ���',� '����� ����� *& '� ����+���,,��� ' �� ���,���& ���) !�)�!� '*�� ���&�����������'���+��*�6�'���,�� '", ��"�'��, �)���� '*�*���!"��'���'���� ��"'*�������"'�������� )���� &���'���,�����) �������& ��)�#��'�*���"���,)�����'�������"'����

7889:;<=98�>?@�AB=:;<C�D;ECFG;8HI;J<HB=8K

+� ��!�� '����� �������' ��*�L '��� ������'�'��� ' ��' )���������*�)&�������&����M'����� �)��* ����( �'����")*�� **)��"�����������L '�������� ��'� '*�*�)&���������������"������� ��"'*�������� �����'�'' ���N�� �� �7889:;<=98�>O@�PB9JCBQ�RCF=:CBQ
PX6030-003

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 368 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� ����

��$ �����%% !�� �&��������������� %'�$�����(�%���� ��(�����&���"�������)�����������**����"���"���������&�(�������������� ��� ��(���$�����+"���,-�!����.�������(/(��$�,*��$�$�%&�����������.��������*��� ($�0� $��, ���%$�%� $���(�����������������������(�%���.������%�����'�� (� (���(��� (������ (��������"�������)����(����1)��(��(���2��(��1)����������(�%��� %%����$�%&����(����(%����� �������� $$�����!"����������) ��%�� ��(��*� ��"������3���� �����(���+�����"���������%%!�� !%�������$���$�%&�����*���(���"��%������ �� ����"(�����(��������!� ���������($��(������ �! ��� �$�����"�4�5�� %���� ��(�������2���2 ������$�%&���������6"�������"������������"���"���"�������������� &��!��(�!����((�& ���� ($��(����(�����*��$���� %�($"������2"�(�������789��������������*�������������� (������"�(�%����(�������$"��:" %��� ($����(�*� %%�������*��$��;(��9������������ (�3��%�(�#�� ($(���������(�����*��$� *���� ($�:" %���� �(�$����������%���������"��<% ��=� �%�
� �$�� � �$�$�����(%���(������ (��� ����� ��!�����;(���( ��( %�
���� ��(�*���>��$�=�������(�
?@@ABCDEA@�FGH�IJAKLMD�NLCOEDPQA@EDAJE@R�S�TUVDE@R
;(��7	����������!�� �������*��������������� %���(
���� ��������� (��%�����(���� ((����W������*���� ��"($������"(���� ���($�$������&�(��(� ��"!"�! (��(�(( ������������(�%���������� ������������ ��(����$ ���������?@@ABCDEA@�FXH�TYU�ZOUMDJA@EM�[MC@@UJ

PX6030-004

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 369 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� $���

��%����&�'"�(��%�� �) �����������"������� ���� ��� ���&"��&����������"��������� ��%�*%������������"����% +�� ����)����)�"���%"����%��,�,����*������ %�-,����%&��%����������& ��

PX6030-005

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 370 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� $���

%���&� �'�����((��������&�)*��� ����"&+������+�,�&�! &&���� &+� &&" '�� '����-�������� &.�)��*�!''�&�����������+ ��� &��� ���&���-�������'+/��' ��������� '����
0&������1�(����"���"���� �������2�'2�+�&������!& ��&��������� ++&���� �� ���!� "��� &+��� '���� ������ �����&����������'����&��3"�����������+ ���--����2�����&�-����! ������������� �'��������� &��2���� !'����& �"� '�-��+��� &+������� '���� +����� ���%������ ���������� &����**�&#�������� �� ������ ��-''��)���''�&����������&�� �� ���4'�� '�������!���������&�"���!'��������� ���"���������'+/��' ������-'������
&+-"�'���&�����&�������� &���*�*�'�� ��&��'����"���"��������� ��"�� &+�� 2�����������������3"��� �����' ����������� 2���'�2 ��+��&�#����������&����&2�&�&������ �&���'�2�'��"'�#+�� ����&���������"&+�������4��+�������! &&��� ����"��� ���2����$��(((��5" ��-�����%���--��� �������-��� ��-����2�����&+��-����������&�'"+&��������� ���������� &+-&��6���'����������
7899:;�<=>;:?@�7:==:;�<:;A8B:?

PX6030-006

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 371 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� 	���

��������� $���% ��&� �������%��'��"����������('��)�*���++��� ��� ,�����"������ '�-�,�"'&'���������������&�����.%%�'����� '���('���'�� '� �����!������ ��� ��#��#�� ������� �����,�,��&��&�"�� '&���'$�'�'���������������!��"����'����'%��.%%�'-���!"� %����'��/��������0��-�������� ����� '&�1��!���'��������������, �%������!�������������'��"���������� ���'��)))�����'���������&�����0��&��������('��2��'����,�/���-��3 %�����0��&���4���� '&�50�6�'� �7�*�!%%�'�&� %��� ����� ��&� �"���� ������� '���������!�� &��������� ������$�� ��� '&������&����$ ������,,��� ���'�����,��&���� %'��'&"�������� ���� ������ %��������&�����8 ����9��'�� ����� '&�: ��4����
'&�������������&&'-��������������('��++�����������&�����; ���-���,�%%�����!�������������� �����������'��+��� '&�3�"'&�-���:���<=�/ $���������� ������ '&�� � '�-��'�+�>�������?� '&�&��"���� �������"��������&#
�% '����� ���� '&�����'������'��&#@����@�-$�� %����?� '&�&��"��!"�'���������������� '&�� ��'��������"��&������!���� '&���� ���,� ����������������('��+������������&�����A� �����������'���,�����% �������"���#������������� '���'�����'"����'� '&��� %����%$'��� ������������% �,��� ���%�� ��&��"���'����'��������#����������� ���!����$�� %��� ������%�'��"�����$��"������������"������#��#�������&���� '&��?� '&'���"���� ���'��� %%�>+��� ���� '&'���' ��' %%���('��+������������&�������������,����� ���&''���� ����,����%%�'���,
���� '�� '&�� ��'���&�����9� &�������$�%"��'B���������������&�%$����

CDEFGHI�JK�LMNOPQ�RESHTP�U�VMDIMDP

PX6030-007

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 372 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� ����

$%%�& ��%��� '��� �������� ����(�������)���"�� % !'����((������$%������*#�+++�������� ��*� ����������������"��� (����*!'��(��������*"���� %*�*�% ��������,"��'�����'�� '(��*�! %����������*�'�� ��!��%����'� ��*�!����������� '���� %*���* ��(��������*"���� ���"��������� %�� '(��(�����(��*�*���!"��*�% ��%�*��!��-��*%��
���� ��
���� )�' ������(��*�! %��%����������* ������� ��%�������'�� '�����"�����'���. ����'��-��*/���"��%��%�%% ���������"%"��*�(��*�(�������� "� %��� %*�%���"��%��%��� �� ���((��*��� ����������� '��(��"��0%&��%��%� '��1�� '� %*�2�&��% %���30124���� ���������� ���&�' ��%������&���� ��������"��� ��� ��*�& '"��(� ��������$��!�%�(�������'�� %*��"��' %��� %*���� ������������'�%����������(����"��("�"��������&��%�(�������%� �&����5��� �%�� ����'*��������&����%�������&%������������������%���������(��"��012��� �����������6�����"%����7�6����5 ������� '� %*��%&��%��%� '��� ����' %�$%���*"��*�(�"���� ��� ����6�����"%����7�6����5 ������ %�%*"����#'� *%���' �(����(����''���&�� ���%� %*����������� %��� ���'�! '��% ��% '� %*�'�� '�'�&�'��������� %� ���%�"��� ����8 �%����������' *�����(�"%* ��%�(����� ����* �����%���(����' ���������� %���%�
���� ������!"�%������%��'����� ��� *������(�����������������"�����("'�%����9:���&������'����%��& '"��� %*� �!�'�(��� ������'�� ����� ��� �����������%�%"������"*���"������ %�)������ ��%����* ���
��
���� )�������������� ����*��%�!�%�%��*&������� ������� �� ���%�(���(��*� %*�����'����������������%��"����������(��*������"� %������

;<=>?>@A�;BACD<C=�;BEFG�H�;BIB==BJKLMNDF>@FO>P>DG

PX6030-008

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 373 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� $���

%� �&������
!�"����������������'()�*+,,-.,/0.122�'34�524'�637824�9�524'�:;1<2�=>;7?)+@/)�7/AB1<;C�3=�<'�D;<2
��<E/�FGH.�I++JD':7>';D�;�=DF

PX6030-009

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 374 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� �$���
PX6030-010

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 375 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� �����

$%&'�()**+,-..///0*)'12%3'24%04%&.5+63'789:;<=>?%@*�()**+,-..///0*)'12%3'24%04%&.6?%@*A12%3'2.=B'/,2%%&�()**+,-..///0*)'12%3'24%04%&.C'/,2%%&.=DCE',*%2,�()**+-..82012%3'204%&.F%2+%26*'G2%H8I'=F%&&@C8*J�()**+,-..///0*)'12%3'24%04%&.4%&&@C8*J.=K@,*68C6?8I8*J�()**+,-..///0*)'12%3'24%04%&.,@,*68C6?8I8*J.=F62''2,�()**+,-..///0*)'12%3'24%04%&.462''2,.=K@++I8'2,�()**+,-..///0*)'12%3'24%04%&.E'C9%2,A,@++I8'2,.=F%C*64*�L,�()**+,-..///0*)'12%3'24%04%&.4%C*64*A@,.=���������������"�������M�N ��O��P���QO��R������O�OO ���S����T�P�#��PPUT�VW�	X�#�PPPR�
Y��SZZ[��[\]�U������������̂ ��!���������������W�U�������������������������W�U�������������������������O���W_�U������������O�� �� ���������������̀�Na�OWb�cR�S�[Mb�[\d

PX6030-011

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 376 of 620 * PUBLIC * 



�������������	�
� �����������������������

���������������������������� !�"�#�������������� �����

$�%�������������&��������������������'(�%��������������"�"!������"����������'������)���&*��&��%���������������������������������#��&*��&��'+�, ���+�-���%������������������������������, ��#��-��#	'�.��� ��%�������������������������������� ��'
--������&���/�����������0�	����������������������%���������������������������'�
--�1�����1����,�*

PX6030-012

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 377 of 620 * PUBLIC * 



 
 
 
 

PX6084 
 

 
 

 
 

 
 

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 378 of 620 * PUBLIC * 



���������	�
������������������
�����������������������
�������
�������� !����"#$%&�'()*&(�+),����-./�0100/�12314��56789:;<=8>?8�@:9=AB:<�CAA9DE=B9�9A�F?EG?�HI?E=J:�K=9>�CE?8>L�HMMAEN:;<?�CAAN�MAE�7G?EOAB?PAI;=B?8�QKA�PAID:B=?8�K=9>�F>:E?N�R:<S?8�9A�TB=9?�HEASBN�UEAV?EW8�XSEDA8?�9A�C??N�9>?YSI:B�FD=E=9HJJ?<?E:9?8�UEAV?EW8�ZA[9A[\:E]?9�F9E:9?VO�:BN�XA8=9=AB8�PAI;=B?N�PAID:BO�:8�:�XE?I=?EÎB=J>:BB?<�CAAN�_?9:=<?EL�̀?<=G?E=BV�aS:<=9OL�R:<S?L�PABG?B=?BJ?�:BN�P>A=J?�MAE�PS89AI?E8PAB9=BS=BV�QE:J]�_?JAEN�AM�bBG?89I?B98�HJEA88�cAK?E=BV�XE=J?8L�7B>:BJ=BV�9>?�PS89AI?E7dD?E=?BJ?L�:BN�bBJE?:8=BV�H88AJ=:9?�e:V?8�:BN�f?B?g98F9E?BV9>?B8�UEAV?EW8�R:<S?�PE?:9=AB�\AN?<�9A�̀E=G?�XEAg9:;=<=9O�:BN�7B>:BJ?�F>:E?>A<N?E_?9SEB8H<;?E98AB8�PAID:B=?8�F>:E?>A<N?E8�7dD?J9?N�9A�_?J?=G?�QA9:<�PAB8=N?E:9=AB�R:<S?N�:9hijklm�X?E�F>:E? n

PX6084-001

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 379 of 620 * PUBLIC * 



������������	��
���������
������������������������������������������ !" !""#$!�%&'�()!*+,�!'%-.,�)/01�23,�4544�678"9:;:<=96�>>�?=.@9=�A"B*+C�DEF�%&'�#GH9=0;.&; .IJ%&<9;,�!&/1�A"B*+C�KLMF�0.'%N�%&&.O&/9'�0-%0�0-9N�-%P9�9&09=9'�<&0.�%�'9Q&<0<P9%@=99I9&0�O&'9=�:-</-�0-9�/.IJ%&<9;�:<GG�I9=@9�0:.�/.IJG9I9&0%=N�.=@%&<R%0<.&;�:<0-</.&</�H=%&';�%&'�'99J�=..0;�<&�0-9<=�G./%G�/.IIO&<0<9;�0.�9;0%HG<;-�%�&%0<.&%G�S..0J=<&0�%&'O&<09�%=.O&'�?=.@9=T;�7O=J.;9�0.�U99'�0-9�VOI%&�*J<=<01�$-=.O@-�%�S%I<GN�.S�:9GG>W&.:&�%&'0=O;09'�;OJ9=I%=W90�H%&&9=;,�0-<;�/.IH<&%0<.&�:<GG�9XJ%&'�/O;0.I9=�=9%/-�%&'�<IJ=.P9J=.X<I<0N�0.�'9G<P9=�S=9;-�%&'�%SS.='%HG9�S..'�0.�%JJ=.X<I%09GN�YZ�I<GG<.&�-.O;9-.G';�:<0-�%J=9I<9=�.I&</-%&&9G�9XJ9=<9&/91[&'9=�0-9�09=I;�.S�0-9�I9=@9=�%@=99I9&0,�:-</-�-%;�H99&�O&%&<I.O;GN�%JJ=.P9'�HN�0-9H.%='�.S�'<=9/0.=;�.S�9%/-�/.IJ%&N,�?=.@9=�:<GG�%/\O<=9�%GG�.S�0-9�.O0;0%&'<&@�;-%=9;�.S#GH9=0;.&;� .IJ%&<9;,�!&/1�A]#GH9=0;.&;� .;1]F�/.II.&�%&'�J=9S9==9'�;0./W�A.&�%&�%;/.&P9=09'�H%;<;F�S.=�%&�9;0<I%09'�0.0%G�/.&;<'9=%0<.&�.S�̂_3125�J9=�;-%=9,�<IJGN<&@�%�0.0%G9&09=J=<;9�P%GO9�.S�%JJ=.X<I%09GN�̂431̀�H<GG<.&,�<&/GO'<&@�0-9�%;;OIJ0<.&�.S�%JJ=.X<I%09GN�̂31aH<GG<.&�.S�#GH9=0;.&;� .;1�&90�'9H01�*OHb9/0�0.�0-9�.O0/.I9�.S�%�;0.=9�'<P9;0<0O=9�J=./9;;,�0-9/%;-�/.IJ.&9&0�.S�0-9�̂_3125�J9=�;-%=9�/.&;<'9=%0<.&�I%N�H9�=9'O/9'�HN�0-9�J9=�;-%=9�P%GO9.S�%�&9:GN�/=9%09'�;0%&'%G.&9�JOHG</�/.IJ%&N�A]*J<& .]F�0-%0�#GH9=0;.&;� .;1�<;�J=9J%=9'�0.;J<&�.SS�%0�/G.;<&@�<&�/.&bO&/0<.&�:<0-�0-9�=9@OG%0.=N�/G9%=%&/9�J=./9;;�'9;/=<H9'�SO=0-9=�<&�0-9$=%&;%/0<.&�c90%<G;�H9G.:1�#;�J%=0�.S�0-9�0=%&;%/0<.&,�#GH9=0;.&;� .;1�:<GG�J%N�%�;J9/<%G�/%;-'<P<'9&'�.S�OJ�0.�̂3�H<GG<.&�0.�<0;�;-%=9-.G'9=;1�$-9�/%;-�/.IJ.&9&0�.S�0-9�̂_3125�J9=�;-%=9/.&;<'9=%0<.&�:<GG�H9�=9'O/9'�HN�0-9�J9=�;-%=9�%I.O&0�.S�0-9�;J9/<%G�/%;-�'<P<'9&',�:-</-�<;9XJ9/09'�0.�H9�%JJ=.X<I%09GN�̂ 1̀YZ�J9=�;-%=91�$-<;�/%;-�'<P<'9&'�:<GG�H9�J%N%HG9�.&�".P9IH9=a,�4544,�0.�;-%=9-.G'9=;�.S�=9/.='�%;�.S�0-9�/G.;9�.S�HO;<&9;;�.&�)/0.H9=�43,�45441$-9�JO=/-%;9�J=</9�=9J=9;9&0;�%�J=9I<OI�.S�%JJ=.X<I%09GN�_41Yd�0.�0-9�O&%SS9/09'�/G.;<&@J=</9�.S�#GH9=0;.&;� .;1�/.II.&�;0./W�.&�)/0.H9=�24,�4544,�%&'�4e1ad�0.�0-9�_5>'%N�P.GOI9>:9<@-09'�%P9=%@9�J=</91�$.@90-9=,�#GH9=0;.&;� .;1�%&'�?=.@9=�/O==9&0GN�9IJG.N�I.=9�0-%&�a25,555�%;;./<%09;�%&'.J9=%09�%�0.0%G�.S�3,eè �;0.=9;,�̀ �̀'<;0=<HO0<.&�/9&09=;,�Z4�I%&OS%/0O=<&@�JG%&0;,�_,ea4J-%=I%/<9;�%&'�4,52Z�SO9G�/9&09=;1�$-9�/.IH<&%0<.&�/=9%09;�%�J=9I<9=�;9%IG9;;�9/.;N;09I%/=.;;�3Y�;0%09;�%&'�0-9�c<;0=</0�.S� .GOIH<%,�J=.P<'<&@�/O;0.I9=;�:<0-�%�H9;0><&>/G%;; f
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K
 

☒ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended February 24, 2024
OR

☐ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from _____ to _____

Commission File Number: 001-39350

Albertsons Companies, Inc.
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Delaware  47-4376911
(State or other jurisdiction of incorporation or organization)  (I.R.S. Employer Identification No.)

250 Parkcenter Blvd.
Boise, Idaho, 83706
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(208) 395-6200
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Securities registered under Section 12(b) of the Exchange Act:

Title of each class Trading Symbol(s) Name of each exchange on which registered
Class A common stock, $0.01 par value ACI New York Stock Exchange

Securities registered under Section 12(g) of the Exchange Act: None
 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes ☒ No ☐

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes ☐ No ☒

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12
months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes ☒ No ☐

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes ☒ No ☐
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth
company. See the definitions of "large accelerated filer," "accelerated filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer ☒ Accelerated filer ☐

Non-accelerated filer ☐ Smaller reporting company ☐

Emerging growth company ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial
accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Indicate by check mark whether the registrant has filed a report on and attestation to its management's assessment of the effectiveness of its internal control over financial
reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its audit report. ☒

If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant included in the filing reflect the
correction of an error to previously issued financial statements. ☐

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based compensation received by any of the
registrant’s executive officers during the relevant recovery period pursuant to §240.10D-1(b). ☐

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ☐ No ☒

As of September 8, 2023, the last business day of the registrant's most recently completed second fiscal quarter, the aggregate market value of the registrant's common stock held
by non-affiliates was approximately $9.9 billion.

As of April 18, 2024, the registrant had 577,407,663 shares of Class A common stock, par value $0.01 per share, outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Items 10, 11, 12, 13 and 14 of Part III incorporate information by reference from the registrant's definitive proxy statement related to its 2024 Annual Meeting of Stockholders, to
be filed with the Securities and Exchange Commission within 120 days after the end of the fiscal year ended February 24, 2024 (the "Proxy Statement").
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As used in this Annual Report on Form 10-K, unless the context otherwise requires, references to "Albertsons," the "Company," "ACI," "we,"
"us" and "our" refer to Albertsons Companies, Inc. and, where appropriate, its consolidated subsidiaries. Our last three fiscal years consisted of
the 52 weeks ended February 24, 2024 ("fiscal 2023"), the 52 weeks ended February 25, 2023 ("fiscal 2022") and the 52 weeks ended February
26, 2022 ("fiscal 2021"). Our next three fiscal years consist of the 52 weeks ending February 22, 2025 ("fiscal 2024"), the 53 weeks ending
February 28, 2026 ("fiscal 2025"), and the 52 weeks ending February 27, 2027 ("fiscal 2026").

PART I

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K includes "forward-looking statements" within the meaning of the federal securities laws. The "forward-
looking statements" include our current expectations, assumptions, estimates and projections about our business, our industry and the outcome of
the Merger. They include statements relating to our future operating or financial performance which the Company believes to be reasonable at
this time. You can identify forward-looking statements by the use of words such as "outlook," "may," "should," "could," "estimates," "predicts,"
"potential," "continue," "anticipates," "believes," "plans," "expects," "future", "intends" and similar expressions which are intended to identify
forward-looking statements.

These statements are not guarantees of future performance and are subject to numerous risks and uncertainties which are beyond our control and
difficult to predict and could cause actual results to differ materially from the results expressed or implied by the statements. Risks and
uncertainties that could cause actual results to differ materially from such statements include:

• uncertainties related to the Merger, including our ability to close the transactions contemplated by the Merger Agreement, and the impact
of the costs related to the Merger;

•    erosion of consumer confidence as a result of the Merger and the transactions contemplated by the Merger Agreement;
• changes in macroeconomic conditions and uncertainty regarding the geopolitical environment;
•    rates of food price inflation or deflation, as well as fuel and commodity prices;
•    changes in consumer behavior and spending due to the impact of macroeconomic factors, including the expiration of student loan

payment deferments;
•    challenges in attracting, retaining and motivating our employees until the closing of the Merger;
•    failure to achieve productivity initiatives, unexpected changes in our objectives and plans, inability to implement our strategies, plans,

programs and initiatives, or enter into strategic transactions, investments or partnerships in the future on terms acceptable to us, or at all;
•    changes in wage rates, ability to attract and retain qualified associates and negotiate acceptable contracts with labor unions;
•    litigation related to the transactions contemplated by the Merger Agreement;
•    restrictions on our ability to operate as a result of the Merger Agreement;
•    availability and cost of goods used in our food products;
•    challenges with our supply chain;
•    operational and financial effects resulting from cyber incidents at the Company or at a third party, including outages in the cloud

environment and the effectiveness of business continuity plans during a ransomware or other cyber incident; and
•    continued reduction in governmental assistance programs such as SNAP.

4
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All forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by these cautionary
statements and risk factors. Forward-looking statements contained in this Annual Report on Form 10-K reflect our view only as of the date of
this Annual Report. We undertake no obligation, other than as required by law, to update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise.

In evaluating our financial results and forward-looking statements, you should carefully consider the risks and uncertainties more fully described
in the section of this Annual Report on Form 10-K entitled "Risk Factors." Consequently, all of the forward-looking statements we make in this
Annual Report on Form 10-K are qualified by the information contained in this section and the information discussed under "Part I—Item 1A.
Risk Factors."

SUMMARY RISK FACTORS

The following is a summary of the principal factors that create risk in investing in our securities:

Risks Related to Our Business and Operations

Risks related to:

• general economic conditions affecting the food and drug retail industry and various operating factors;
• availability of a significant amount of energy to manufacture, store, transport and sell products;
• failure to realize anticipated benefits from our productivity initiatives; and
• impact of environmental, social and governance matters, including inability to meet goals and commitments established in relation to

such matters.

Risks Related to the Merger

Risks related to:
• the Merger Agreement and the pendency of the Merger;
• restrictions on our business activities while the Merger Agreement is in effect;
• litigation related to the Merger;
• the ability to complete the Merger and the transactions contemplated by the Merger; and
• significant delay or the failure to complete the Merger.

Risks Related to Our Industry

Risks related to:

• intensity of the competition in our industry;
• our ability to timely identify or effectively respond to consumer trends;
• consolidation in the healthcare industry; and
• providing pharmacy products and services and the adequacy of our insurance to cover any claims.

5
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Risks Related to Our Supply Chain

Risks related to:

• product and raw material supply disruptions, especially of fresh products, including from severe weather, natural disasters and climate
change;

• threats or potential threats to security of food and drug safety, including the occurrence of a widespread health epidemic and/or
pandemic, and loss of consumer confidence in the supply chain; and

• availability and increased prices of fuel or commodities.

Risks Related to Our Workforce

Risks related to:

• our relationship with unions, including labor disputes or work stoppages, and increased pension expenses, contributions and surcharges;
• increases to the minimum wage and changes to wage regulations; and
• the failure to attract and retain qualified associates.

Legal and Regulatory Risks

Risks related to:

• unfavorable changes in government regulation and environmental laws;
• unfavorable changes in the tax code;
• legal or other proceedings; and
• our use of insurance and self-insurance to address potential liabilities.

Risks Related to Information Security, Cybersecurity, Data Privacy and Evolving Technologies

Risks related to:

• our dependence on IT systems;
• improper activities by third parties and the loss of confidence from a data security incident involving our customers, employees or

vendors; and
• the use of artificial intelligence in our business.

Risks Related to Our Indebtedness

Risks related to:

• our level of indebtedness and our ability to generate cash;
• our debt instruments limiting our flexibility in operating our business; and
• increases in interest rates, a downgrade of our credit ratings and/or instability in credit markets.

Risks Related to Owning Our Common Stock

Risks related to:

• the volatility of the price of our common stock and the possibility of a decline regardless of our operating performance;
• our largest stockholder may have conflicts of interest with other stockholders in the future;

6
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• provisions in our charter documents and Delaware law and certain other agreements that could delay or prevent a change of control; and
• our ability to pay dividends to our stockholders.

See "Part I—Item 1A. Risk Factors" for a more complete discussion of the material risks facing our business.

NON-GAAP FINANCIAL MEASURES

We define EBITDA as generally accepted accounting principles ("GAAP") earnings (net loss) before interest, income taxes, depreciation and
amortization. We define Adjusted EBITDA as earnings (net loss) before interest, income taxes, depreciation and amortization, further adjusted to
eliminate the effects of items management does not consider in assessing our ongoing core performance. We define Adjusted net income as
GAAP net income adjusted to eliminate the effects of items management does not consider in assessing our ongoing core performance. We
define Adjusted net income per Class A common share as Adjusted net income divided by the weighted average diluted Class A common shares
outstanding, as adjusted to reflect all restricted stock units and awards outstanding at the end of the period, as well as the conversion of
Convertible Preferred Stock when it is antidilutive for GAAP. See "Part II—Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations" for further discussion and a reconciliation of Adjusted EBITDA, Adjusted net income and Adjusted net
income per Class A common share.

EBITDA, Adjusted EBITDA, Adjusted net income and Adjusted net income per Class A common share (collectively, the "Non-GAAP
Measures") are performance measures that provide supplemental information we believe is useful to analysts and investors to evaluate our
ongoing results of operations, when considered alongside other GAAP measures such as net income, operating income, gross margin and net
income per Class A common share. These Non-GAAP Measures exclude the financial impact of items management does not consider in
assessing our ongoing core operating performance, and thereby provide useful measures to analysts and investors of our operating performance
on a period-to-period basis. Other companies may have different definitions of Non-GAAP Measures and provide for different adjustments, and
comparability to our results of operations may be impacted by such differences. We also use Adjusted EBITDA for board of director and bank
compliance reporting. Our presentation of Non-GAAP Measures should not be construed as an inference that our future results will be unaffected
by unusual or non-recurring items.

Non-GAAP Measures should not be considered as measures of discretionary cash available to us to invest in the growth of our business. We
compensate for these limitations by relying primarily on our GAAP results and using Non-GAAP Measures only for supplemental purposes.

7
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Item 1 - Business

Overview

Albertsons is one of the largest food and drug retailers in the United States, with both strong local presence and national scale. We also
manufacture and process some of the food for sale in our stores. We maintain a website (www.Albertsonscompanies.com) that includes
additional information about the Company. We make available through our website, free of charge, our annual reports on Form 10-K, our
quarterly reports on Form 10-Q, our current reports on Form 8-K and our interactive data files, including amendments to those reports. These
forms are available as soon as reasonably practicable after we have filed them with, or furnished them electronically to, the Securities and
Exchange Commission ("SEC"). Additionally, all of our filings with the SEC can be accessed on the SEC's website at www.sec.gov.

Retail Operations

As of February 24, 2024, we operated 2,269 stores across 34 states and the District of Columbia under more than 20 well known banners
including Albertsons, Safeway, Vons, Pavilions, Randalls, Tom Thumb, Carrs, Jewel-Osco, Acme, Shaw's, Star Market, United Supermarkets,
Market Street, Haggen, Kings Food Markets and Balducci's Food Lovers Market. Additionally, as of February 24, 2024, we operated 1,725
pharmacies, 1,336 in-store branded coffee shops, 402 adjacent fuel centers, 22 dedicated distribution centers, 19 manufacturing facilities and
various digital platforms. Our stores operate in First-and-Main retail locations and have leading market share within attractive and growing
geographies. We hold a #1 or #2 position by market share in 70% of the 121 metropolitan statistical areas ("MSAs") in which we operate. Our
portfolio of well-located, full-service stores provides the foundation of our omnichannel platform, and we have continued to enhance our
capabilities, including automated self-checkout options, to meet customer demand for convenience and flexibility. Our Drive Up & Go curbside
pickup service is offered in more than 2,200 locations and we offer delivery services across more than 2,100 of our stores. In our delivery
service, we have expanded the number of stores with in-house delivery services, and in our third-party services we have continued to partner
with Instacart, DoorDash and Uber to engage with customers on the platform of their choice. Our Customers for Life transformation strategy is
anchored on placing the customer at the center of everything we do, with the ultimate goal of supporting them every day, every week, and for a
lifetime. We seek to tailor our offerings to local demographics and preferences of the markets in which we operate. Our Locally Great,
Nationally Strong operating structure empowers decision making at the local level, which we believe better serves our customers and
communities, while also providing the technology platforms, systems, analytics and buying power afforded by an organization with national
scale.

Segments

We are engaged in the operation of food and drug retail stores that offer grocery products, general merchandise, health and beauty care products,
pharmacy, fuel and other items and services in our stores or through digital channels. Our retail operating divisions are geographically based,
have similar economic characteristics and similar expected long-term financial performance. Our operating segments and reporting units are
made up of 12 divisions, which are reported in one reportable segment. Each reporting unit constitutes a business for which discrete financial
information is available and for which management regularly reviews the operating results. Across all operating segments, the Company operates
primarily one store format. Each division offers, through its stores and digital channels, the same general mix of products with similar pricing to
similar categories of customers, has similar distribution methods, operates in similar regulatory environments and purchases merchandise from
similar or the same vendors.

8
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Products

Our stores offer grocery products, general merchandise, health and beauty care products, pharmacy, fuel and other items and services. We are not
dependent on any individual supplier; only one third-party supplier represented more than 5% of our sales for fiscal 2023.

Merchandising and Manufacturing

Our Own Brands portfolio provides high-quality products to our customers at a great value, offering more than 14,000 unique items. The Own
Brands portfolio includes but is not limited to the registered trademarks Signature SELECT®, O Organics®, Open Nature®, Signature Café®,
Lucerne®, Waterfront BISTRO®, Primo Taglio®, Signature Care®, Signature Reserve® and Value Corner®. Our Own Brands products
resonate well with our customers, as evidenced by Own Brands sales of $16.5 billion in fiscal 2023.

As measured by units for fiscal 2023, 10.1% of our Own Brands products were manufactured in Company-owned facilities, and the remainder
was purchased from third parties. We closely monitor make-versus-buy decisions to optimize their quality and profitability. In addition, we
believe that our scale will provide opportunities to leverage our fixed manufacturing costs in order to drive innovation across our Own Brands
portfolio. As of February 24, 2024, we operated 19 food production plants. These plants consisted of seven milk plants, three soft drink bottling
plants, three bakery plants, two ice cream product plants, two grocery/prepared food plants, one ice plant and one soup plant.

Intellectual Property

Our banners, brand image and Own Brands portfolio are significant to our business strategy. We own numerous registered trademarks and
service marks and seek to obtain and preserve intellectual property protection of our marks and to ensure that any third-party uses are properly
licensed.

Distribution

As of February 24, 2024, we operated 22 strategically located distribution centers, approximately 36% of which are owned or ground-leased.
Our distribution centers collectively provide approximately 63% of all products to our retail operating areas.

Marketing and Advertising

Our marketing efforts involve collaboration between our national marketing and merchandising team and local divisions and stores. We augment
the local division teams with corporate resources and are focused on providing expertise, sharing best practices and leveraging scale in
partnership with leading consumer packaged goods vendors. Our corporate teams support divisions by providing strategic guidance in order to
drive key areas of our business, including pharmacy, general merchandise and our Own Brands. Our local marketing teams set brand strategy
and communicate brand messages through our integrated digital and physical marketing and advertising channels.

We devote significant resources to differentiating our banners in the local markets where we operate and invest in loyalty programs to drive
traffic through our omnichannel approach. Our local merchandising teams spend considerable time working with store directors to make sure we
are satisfying consumer preferences. We also strive to achieve and maintain favorable recognition of our Own Brands offerings by marketing
them to consumers and enhancing value for consumers, particularly in respect of branded products.

We measure price competitiveness through systematic, selective and thoughtful price investment to drive customer traffic and basket size. We
also use our loyalty program to target promotional activity and improve our customers'

9
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experience. This includes leveraging customer and transaction information with data driven analytics to provide both personalized deals and
digital coupons, as well as gas and grocery rewards. We have 39.8 million members currently enrolled in our loyalty program. We have achieved
significant success with active participants in our loyalty program, which drives higher sales and customer retention. We have recently deployed
and are continuing to refine cloud-based enterprise solutions to quickly process proprietary customer, product and transaction data and efficiently
provide our local managers with targeted marketing strategies for customers in their communities. In addition, we use data analytics to optimize
shelf assortment and space in our stores by continually and systematically reviewing the performance of each product.

In our digital strategies, we capitalize on our rich and proprietary data under our Albertsons Media Collective ("AMC"). AMC offers new and
existing business partners a robust digital marketing platform that reaches our extensive customer network and leverages our strong market
share, especially in the 70% of MSAs where we hold a #1 or #2 share position. We believe AMC will be a contributor to our growth and a profit
driver in the future.

Raw Materials

Various agricultural commodities constitute the principal raw materials used by us in the manufacture of our food products. Although historically
raw materials for our products have not been in short supply and have been readily available, see "Part I—Item 1A. Risk Factors" regarding the
potential adverse impact on our results of operations due to the lack of, or reduced availability of, raw materials.

Environmental

Our operations are subject to regulation under environmental laws, including those relating to waste management, air emissions and underground
storage tanks. In addition, as an owner and operator of commercial real estate, we may be subject to liability under applicable environmental
laws for clean-up of contamination at our facilities. Compliance with and clean-up liability under these laws has not had and is not expected to
have a material adverse effect upon our business, financial condition, liquidity or operating results.

We work hard to maintain the highest standards of environmental stewardship (including procuring and offering sustainably sourced products).
During fiscal 2023, we recycled more than 865 million pounds of cardboard and more than 25 million pounds of plastic bags and film from our
operations and completed over 500 energy efficiency projects. Moreover, 100% of our Own Brands Waterfront BISTRO® and Open Nature®
seafood is sourced to meet our Responsible Seafood Policy.

Human Capital

As one of the largest food and drug retailers in the U.S., serving 35.3 million customers per week, we recognize that our success and ability to
delight our customers lies in the engagement of our associates. We remain committed to attracting, developing and retaining associates by
fostering a diverse and inclusive culture through our investment in talent development and supporting the personal health and well-being of
associates and their families.

As of February 24, 2024, we employed approximately 285,000 associates, of which approximately 62% were part-time and approximately
200,000 associates were covered by collective bargaining agreements. A significant number of our associates have long tenure and during fiscal
2023, more than 61,000 of our associates celebrated at least 15 years of service, and more than 44,000 associates celebrated over 20 years of
service.

We commit to create a workplace where inclusion thrives through diverse representation across all levels of our workforce. In fiscal 2023, we
integrated Belonging into our strategic framework and transitioned to Diversity, Equity, Inclusion & Belonging ("DEI&B"). To promote DEI&B
among our associates, we support our associate resource groups ("ARGs"). The ARGs collectively comprise over 7,000 members and are based
on employee
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interests. During fiscal 2023, we added our newest ARG – the Women of Color ("WOC") Alliance, which provides a platform for women of
color and their allies through education, awareness, and knowledge. The WOC Alliance joined our existing ARGs, which include the Women's
Inspiration and Inclusion Network, the Hispanic Leadership Network, the Asian Network, the African American Leadership Council, the Pride
Alliance, Recipe for Change Alliance, Veterans Associate Resource Group and diverseABILITY. In 2023, we also introduced an ally component
to our ARGs to enable the participation of any associate who wants to support and take action to help that group.

As part of our ongoing commitment, we have integrated DEI&B goals into the performance plans of our top leaders and during fiscal 2023 we
successfully integrated Leading With Inclusion ("LWI") within our in-house curriculum. We continue to expand opportunities for our associates
to learn more about DEI&B, including facilitated discussions of leaders on how to be more inclusive, and bi-annual store and supply chain
huddles to further embed DEI&B into our frontline.

We are proud to offer our associates a myriad of opportunities to grow and advance in their careers. We have a talent management process that is
designed to enable us to identify and assess talent across the organization and provide equal and consistent opportunities for employees to
develop their skills. Several levels of associates participate in our annual performance management process that includes goal setting, feedback
and development to support their personal growth and development. We engage associates across the organization to provide input through our
annual Associate Experience Survey. We hold regular town hall meetings where any employee can ask questions of executives and make their
voice heard.

We also offer formal and informal learning and development opportunities to all associates through synchronous, asynchronous and hybrid
experiences. These offerings include eLearning and on-demand content, virtual and in-person classes, on-the-job training, virtual reality and
mentoring programs. In addition to our internal learning offerings, through partnerships with third parties, we offer development programs and
conferences to our top talent based on nominations.

We are continually evaluating and developing our compensation and benefits programs to offer competitive wages and job-appropriate
compensation. Our benefits are designed to attract and retain our employees and vary from location, seniority and employment status. In addition
to comprehensive, accessible and affordable healthcare coverage, we offer paid time off, flexible work schedules, family leave, associate
assistance programs and a 401(k)-retirement savings and investment plan.

The health and safety of our associates remains at the forefront of our business, and we remain committed to the prevention of injury and illness
through strong health and safety management, employee empowerment and accountability, and strict compliance with health and safety
regulations. We are also focused on fostering a safe, open and accountable work environment and we provide a hotline for all associates to report
workplace concerns and violations.

Seasonality

Our business is generally not seasonal in nature, but a larger share of annual revenues may be generated in November and December due to the
major holidays.

Competitive Environment

The food and drug retail industry is highly competitive. The principal competitive factors that affect our business are location, price, quality,
fresh, service, selection, convenience and condition of assets such as our stores. The operating environment for the food and drug retailing
industry continues to be characterized by intense competition,
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aggressive expansion, increasing specialization of retail and digital formats, entry of non-traditional competitors and consolidation.

We face intense competition from supercenters, other food and/or drug retailers, club stores, online retailers, specialty and niche supermarkets,
"limited assortment" stores, drug stores, general merchandisers, wholesale stores, dollar and discount stores, grocery outlets, convenience stores,
natural food stores, farmers' markets, local chains and stand-alone stores that cater to the individual cultural preferences of specific
neighborhoods, restaurants and a growing number of internet-based home delivery and meal solution companies. We and our competitors engage
in price and non-price competition which has adversely affected our operating margins.

Executive Officers of the Registrant

The following table sets forth information regarding our executive officers as of April 22, 2024:

Name Age Position
Vivek Sankaran 61 Chief Executive Officer; Director
Sharon McCollam 61 President, Chief Financial Officer
Anuj Dhanda 61 Executive Vice President, Chief Technology & Transformation Officer
Omer Gajial 50 Executive Vice President, Chief Merchandising & Digital Officer
Thomas Moriarty 61 Executive Vice President, General Counsel and Chief Policy Officer
Susan Morris 55 Executive Vice President, Chief Operations Officer
Robert Backus 51 Executive Vice President, Retail Operations, East Region
Michelle Larson 47 Executive Vice President, Retail Operations, West Region
Evan Rainwater 61 Executive Vice President, Supply Chain, Manufacturing and Strategic Sourcing
Jennifer Saenz 46 Executive Vice President, Pharmacy & eCommerce
Michael Theilmann 60 Executive Vice President, Chief Human Resources Officer

Vivek Sankaran has served as our Chief Executive Officer and Director since September 2021, and our Chief Executive Officer, President and
Director since April 2019. Prior to joining the Company, since 2009 Mr. Sankaran served in various leadership and executive positions at
PepsiCo, Inc. ("PepsiCo"), a multinational food, snack, and beverage corporation. From January to March 2019, he served as Chief Executive
Officer of PepsiCo Foods North America, a business unit within PepsiCo, where he led PepsiCo's snack and convenient foods business. Prior to
that position, Mr. Sankaran served as President and Chief Operating Officer of Frito-Lay North America, a subsidiary of PepsiCo, from April
2016 to December 2018, its Chief Operating Officer from February to April 2016 and Chief Commercial Officer, North America, of PepsiCo
from 2014 to February 2016, where he led PepsiCo's cross-divisional performance across its North American customers. Prior to joining PepsiCo
in 2009, Mr. Sankaran was a partner at McKinsey and Company, where he served various Fortune 100 companies, bringing a strong focus on
strategy and operations.

Sharon McCollam has served as our President and Chief Financial Officer since September 2021. Ms. McCollam previously served as Executive
Vice President, Chief Administrative and Chief Financial Officer at Best Buy Co. Inc. ("Best Buy"), a multinational consumer electronics
retailer, from 2012 to 2016. Prior to Best Buy, Ms. McCollam held several transformational leadership positions at Williams-Sonoma, Inc., a
consumer retail company, from 2000 to 2012, including Chief Operating and Chief Financial Officer from 2006 to 2012.

Anuj Dhanda has served as our Executive Vice President and Chief Technology & Transformation Officer since 2023 and as our Executive Vice
President and Chief Information Officer since joining the Company in December 2015. Prior to joining the Company, Mr. Dhanda served as
Senior Vice President of Digital Commerce of the Giant Eagle supermarket chain from March to December 2015, and as its Chief Information
Officer from September 2013.
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Prior to Giant Eagle, from March 2008 to August 2013, Mr. Dhanda served as Chief Information Officer of PNC Financial Services, a bank
holding company and financial services corporation.

Omer Gajial has served as our Executive Vice President and Chief Merchandising & Digital Officer since April 2024, as our Executive Vice
President of Health and Chief Digital Officer since August 2022, as our Executive Vice President of Pharmacy and Health since February 2022
and as our Senior Vice President, Rx Health and Wellness since September 2020. Prior to joining the Company, from January 2016 until August
2020, Mr. Gajial was the General Manager for Amazon Marketplace business, an e-commerce platform owned and operated by Amazon, across
Hardlines, Softlines, and Consumables categories for the U.S., Canada, and Mexico. At Amazon Mr. Gajial led sales, business development,
product, program, and fulfillment teams to launch strategic sellers into North America. Prior to Amazon, from July 2000 until December 2015,
Mr. Gajial held several positions of increasing responsibility at PepsiCo in Dubai and New York, before being named VP Global Strategy,
Category Management & Insights for PepsiCo's Walmart Customer team.

Thomas Moriarty has served as our Executive Vice President, General Counsel and Chief Policy Officer since June 2023. Prior to joining the
Company, Mr. Moriarty served as EVP, Chief Policy and External Affairs Officer and General Counsel at CVS Health. Mr. Moriarty spent
twelve years at Medco Health Solutions, serving in various leadership roles in corporate strategy, legal affairs, global supply chain management,
and mergers and acquisitions.

Susan Morris has served as our Executive Vice President and Chief Operations Officer since January 2018. Ms. Morris has served in various
executive positions at the Company since 2010 including serving as our Executive Vice President, Retail Operations, West Region from April
2017 to January 2018 and Executive Vice President, Retail Operations, East Region from April 2016 to April 2017. Prior to joining the
Company, Ms. Morris served as Senior Vice President of Sales and Merchandising and Vice President of Customer Satisfaction at SuperValu.

Robert Backus has served as our Executive Vice President of Retail Operations, East Region since April 2024. Mr. Backus previously served as
Shaw's Division President from 2020 and as Senior Vice President of Operations from 2016. Mr. Backus also served in various roles and
positions of increasing responsibility at Safeway prior to its merger with the Company dating back to October 1990.

Michelle Larson has served as our Executive Vice President of Retail Operations, West Region since April 2024. Ms. Larson previously served
as our Executive Vice President of Retail Operations, East Region since March 2023 and as our Southwest and Shaw’s Division President since
2018. Ms. Larson joined the Company in 2016 as Senior Vice President of Merchandising, Southwest.

Evan Rainwater has served as our Executive Vice President, Supply Chain, Manufacturing and Strategic Sourcing since March 2020 and our
Senior Vice President, Supply Manufacturing since May 2019. Mr. Rainwater joined the Company in May 2005 as Vice President,
Manufacturing.

Jennifer Saenz has served as our Executive Vice President, Pharmacy & eCommerce since April 2024 and our Chief Merchandising Officer since
July 2021. Prior to joining the Company, since 2006, Ms. Saenz served in several executive positions at PepsiCo. From October 2019 until July
2021, Ms. Saenz served as Global Chief Marketing Officer for PepsiCo, and President, Global Foods, responsible for overseeing the marketing
function across foods and beverages and growing the PepsiCo Foods portfolio across all global markets. From January 2016 to October 2019
Ms. Saenz served as Senior Vice President & Chief Marketing Officer of PepsiCo Foods North America where she managed the business unit's
snacking portfolio.

Michael Theilmann has served as our Executive Vice President and Chief Human Resources Officer since August 2019. Prior to joining the
Company, Mr. Theilmann served as Global Practice Managing Partner, Human Resources
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Officers Practice, from February 2018 to August 2019, and as Partner, Consumer Markets Practice, from June 2017 to January 2018, of Heidrick
& Struggles International Incorporated, a worldwide executive search firm.

Item 1A - Risk Factors

There are risks and uncertainties that can affect our business. The most significant risk factors are discussed below. The following information
should be read together with "Part II—Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations" of this
Form 10-K, which includes forward-looking statements and factors that could cause us not to realize our goals or meet our expectations.

Risks Related to Our Business and Operations

General economic conditions affecting the food and drug retail industry and various operating factors may affect our business and may
adversely affect our business and operating results.

Our operations and financial performance are affected by economic conditions such as macroeconomic factors, credit market conditions and the
level of consumer confidence. Both inflation and deflation affect our business. Food deflation could reduce sales growth and earnings, while
food inflation could reduce gross margin rates and consumer spending. We have observed increased inflation during the past year with varying
impacts on our business. We are unable to predict the direction of the economy or if inflation will increase materially or revert to deflation. The
continued increase in energy costs, including fuel, could also have an effect on consumer spending and on our costs of producing and procuring
products that we sell. If the economy weakens, energy costs continue to increase or inflationary trends continue, our business and operating
results could be adversely affected. We may also experience materially adverse impacts to our business as a result of consumers' perceptions of
the economy, and a decrease in their personal financial condition could hurt overall consumer confidence and reduce demand for many of our
product offerings. Consumers may reduce spending on non-essential items, purchase value-oriented products or increasingly rely on food
discounters in an effort to secure the food and drug products that they need, all of which could impact our sales and profit. Governmental and
regulatory changes and reductions in governmental subsidies such as SNAP could also materially impact our business adversely.

We compete within our industry not only for customers, but also for associates. Since the beginning of the COVID-19 pandemic, we have faced
a competitive labor market due to labor shortages and turnover. Our inability to invest in, manage costs and keep pace with technological
changes, including those adopted by our competitors, may adversely impact our business initiatives and affect our financial performance. We
may be limited in our ability to implement automation-related technological changes in certain of our operations if we are unable to negotiate
appropriate terms in our contracts with our labor unions. Our success is also dependent in large part upon our ability to maintain and enhance the
goodwill and reputation of our banners, our customers’ connection to our banners, and a positive relationship with the communities in which we
serve. Additionally, acts of violence at, or threatened against, our stores, including active shooter situations, may, in addition to other operational
impact, result in damage and restricted access to our stores and/or store closures for short or extended periods of time, all of which could
materially adversely affect our financial performance.

Our operations are dependent upon the availability of a significant amount of energy and fuel to manufacture, store, transport and sell
products.

Our operations are dependent upon the availability of a significant amount of energy and fuel to manufacture, store, transport and sell products.
Energy and fuel costs are influenced by domestic and international political and economic circumstances and have experienced volatility both
recently and over time. While we have entered into contracts to reduce the impact of volatile energy and fuel costs for our future energy needs,
volatility that exceeds offsetting contractual arrangements could adversely affect our results of operations.
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Failure to realize anticipated benefits from our productivity initiatives could adversely affect our financial performance and competitive
position.

While we have identified and are implementing a broad range of specific productivity initiatives to help offset cost inflation, increase growth and
improve earnings, the savings from these productivity initiatives represent management's estimates and remain subject to risks and uncertainties.
There can be no assurance that all of our initiatives will be successful or that we will realize the estimated benefits in the currently anticipated
amounts or timeframe, if at all. Also, certain of our initiatives may involve significant changes to our operating processes and systems that could
result in disruptions in our operations and impact our results of operations.

We may be adversely impacted by environmental, social and governance matters, including inability to meet goals and commitments that we
establish in relation to such matters.

In recent years, there has been an increased focus from investors, governmental and nongovernmental entities, and the public on environmental,
social and governance ("ESG") matters, including greenhouse gas emissions, renewable energy, packaging and waste, practices related to
sustainable supply chain, energy and water use, diversity, equity and inclusion, human rights, animal rights and social commitment. A variety of
organizations evaluate, and measure the performance of, companies on such ESG matters, and the results of these assessments can be widely
publicized. Given our commitment to ESG, we have established and publicly announced certain goals, commitments, and targets which we may
change in the future. Execution of our ESG strategies to achieve these goals, commitments, and targets are subject to risks and uncertainties,
many of which may be outside of our control and prove to be more costly than we anticipated. These risks and uncertainties include, but are not
limited to, our ability to achieve our goals, commitments, and targets within the currently projected costs and the expected timeframes;
unforeseen operational and technological difficulties; changes in investment assessments or increases in projected investments and our ability to
invest accordingly; changes in frameworks we have agreed to; actions by our competitors in setting or achieving similar goals; the outcome of
research efforts and future technology developments; and the success of our collaborations with third parties. Any failure, or perceived failure, to
achieve our ESG goals, commitments, and targets, or perceived lack of intensity of our commitment to ESG initiatives or to otherwise meet
evolving and varied stakeholder expectations could damage our reputation and customer, investor and other stakeholder relationships, and may
even result in regulatory enforcement action. Such conditions could have an adverse effect on our business, results of operations and financial
condition.

Risks Related to the Merger

The Merger Agreement and the pendency of the Merger could have a material adverse effect on our business, results of operations, financial
condition and stock price.

On October 13, 2022 the Company, The Kroger Co. ("Kroger" or "Parent") and Kettle Merger Sub, Inc., a wholly owned subsidiary of Parent
("Merger Sub"), entered into an Agreement and Plan of Merger (the "Merger Agreement"), pursuant to which Merger Sub will be merged with
and into the Company (the "Merger"), with the Company surviving the Merger as the surviving corporation and a direct, wholly owned
subsidiary of Parent. The Merger Agreement is subject to the satisfaction of various covenants and agreements, including, among others the
expiration or termination of the applicable waiting period (and any extension thereof) under the Hart-Scott-Rodino Antitrust Improvements Act
of 1976, as amended ("HSR Act") and certain other approvals and clearances.

During the period between the date of signing of the Merger Agreement and the closing of the Merger (the "Closing"), our business is exposed to
certain inherent risks due to the effect of the announcement or pendency of the Merger and the transactions contemplated by the Merger,
including the divestiture plan with C&S Wholesale Grocers, LLC, which may impact our business relationships, financial condition and
operating results. Some of these risk factors include:
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• difficulties maintaining relationships with customers, distributors, vendors, suppliers, service providers and other business partners, who
may defer decisions about working with us, move to our competitors, seek to delay or change existing business relationships with us;

• uncertainties caused by negative sentiment in the marketplace with respect to the Merger, which could adversely impact investor
confidence in the Company;

• distraction of our current employees as a result of the Merger which could result in a decline in their productivity or cause distractions in
the workplace;

• our inability to attract new employees or retain current employees may be exacerbated due to uncertainties related to the Merger;
• diversion of significant management time and resources towards the completion of the Merger and transactions related to the Merger;
• impact of costs related to completion of the Merger and transactions related to the Merger, including any costs related to any divestitures

for which we are required to obtain regulatory approvals;
• our inability to solicit other acquisition proposals, pursue alternative business opportunities, make strategic changes to our business and

other restrictions on our ability to conduct our business pursuant to the Merger Agreement; and
• other developments beyond our control, including, but not limited to, changes in domestic or global economic conditions that may affect

the timing or success of the Merger.

While the Merger Agreement is in effect, we are subject to restrictions on our business activities.

While the Merger Agreement is in effect, we are generally required to conduct our business in the ordinary course consistent with past practices.
However, we are restricted from taking certain actions without Kroger's prior consent, which is not to be unreasonably withheld, conditioned or
delayed. These limitations include, among other things, certain restrictions on our ability to amend our organizational documents, acquire other
businesses and assets, dispose of our assets, make investments, repurchase, reclassify or issue securities, make loans, pay dividends, incur
indebtedness, make capital expenditures, enter into, amend or terminate certain contracts, change accounting policies or procedures, initiate or
settle certain litigation, change tax classifications and elections, or take certain actions relating to intellectual property. These restrictions could
prevent us from pursuing strategic business opportunities and taking extraordinary actions with respect to our business during this period.

Litigation related to the Merger could prevent or delay completion of the Merger or otherwise negatively affect our businesses and
operations.

Putative stockholder complaints, including stockholder class action complaints, demands for books and records and other complaints or actions
may be filed against us, our board of directors, Kroger, Kroger's board of directors, and others in connection with the transactions contemplated
by the Merger Agreement. The outcome of litigation is uncertain, and we may not be successful in defending against any such future claims.
Lawsuits that may be filed against us, our board of directors, Kroger, or Kroger's board of directors could delay or prevent the Merger and
otherwise adversely affect our business, results of operations, and financial condition.

The ability to complete the Merger is subject to the receipt of consents and approvals from government entities, which may impose conditions
that could cause us or Kroger to abandon the Merger.

On February 26, 2024, the United States Federal Trade Commission ("FTC") issued an administrative complaint and authorized a lawsuit in
federal court to enjoin the Merger. A group of nine states joined the FTC complaint and two states have filed suits in respective state courts to
enjoin the Merger. Completion of the Merger is conditioned upon, among other things, the expiration or termination of the required waiting
period (and any extension thereof) applicable to the Merger and any transactions contemplated by the Merger under the HSR Act, and resolution
with
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the FTC and the states who have filed or may file suit. We cannot provide any assurance that we or Kroger will prevail in court or obtain the
necessary approvals to complete the Merger. Failure to prevail in any legal challenge to the Merger may result in the delay or abandonment of
the Merger.

The Merger may not be completed within the expected timeframe, or at all, and significant delay or the failure to complete the Merger could
adversely affect our business.

We cannot assure that our business, our relationships or our financial condition will not be adversely affected if the Merger is not consummated
within the expected timeframe, or at all. Failure to complete the Merger within the expected timeframe, or at all, could adversely affect our
business and the market price of our common stock in several ways, including the following:

• to the extent that the current market price of our common stock reflects an assumption that the Merger will be completed, it may be
negatively impacted because of a failure to complete the Merger within the expected timeframe or at all;

• investor and consumer confidence in our business could decline, litigation could be brought against us, relationships with vendors,
service providers, investors and other business partners may be adversely impacted, and we may be unable to retain key personnel;

• we have incurred, and will continue to incur, significant costs, expenses and fees for professional services and other costs in connection
with the Merger and the transactions contemplated by the Merger, for which we may receive little or no benefit if the Merger and the
transactions contemplated by the Merger are not completed. Many of these fees and costs will be payable by us even if the Merger and
the transactions contemplated by the Merger are not completed and may relate to activities that we would not have undertaken other than
to complete the Merger; and

• failure to complete the Merger, may result in negative publicity and a negative impression of us in the investment community.

The occurrence of any of these events individually or in combination could materially and adversely affect our business, results of operations,
financial condition, and our stock price.

Risks Related to Our Industry

Competition in our industry is intense, and our failure to compete successfully may adversely affect our profitability and operating results.

The food and drug retail industry is large and dynamic, characterized by intense competition among a collection of local, regional and national
participants. In addition to new entrants to the market, we face strong competition from existing supercenters, other brick and mortar food and/or
drug retailers, club stores, dollar and discount stores, grocery outlets, online retailers and distributors, specialty and niche supermarkets, drug
stores, general merchandisers, wholesale stores, convenience stores, natural food stores, farmers' markets, local chains and stand-alone stores
that cater to the individual cultural preferences of specific neighborhoods, restaurants, catering companies and home delivery and meal solution
companies. Shifts in the competitive landscape, consumer preference or market share may have an adverse effect on our profitability and results
of operations.

As a result of consumers' growing desire to shop online, we also face increasing competition from both our existing competitors that have
incorporated the internet as a direct-to-consumer channel and online providers that sell grocery products. Although we have accelerated the
expansion of our digital business to offer our customers the ability to shop online for both home delivery and Drive Up & Go curbside pickup,
there is no assurance that these online initiatives will continue to be successful. In addition, these initiatives may have an adverse impact on our
profitability because of lower gross margins or greater operating costs to compete.
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Our ability to attract customers is dependent, in large part, upon a combination of channel preference, location, store conditions, quality, price,
service, convenience and selection and our ability to leverage existing and emerging digital technologies. In each of these areas, other companies
compete with us and may successfully attract our customers by matching or exceeding what we offer or by providing greater shopping
convenience or better offerings. In recent years, many of our competitors have aggressively added locations and adopted a multi-channel
approach to marketing and advertising. Our responses to competitive pressures, such as additional promotions, increased advertising, additional
capital investment including for development of our digital offerings and retail media network, could adversely affect our profitability and cash
flow. We cannot guarantee that our competitive response will succeed in increasing or maintaining our share of retail food sales.

An increasingly competitive industry and inflation and deflation in the prices of certain foods have made it difficult for food retailers to achieve
positive identical sales growth on a consistent basis. We and our competitors have attempted to maintain or grow our respective share of retail
food sales through capital and price investment, increased promotional activity and new and remodeled stores, creating a more difficult
environment to consistently increase year-over-year sales. Some of our primary competitors are larger than us, have greater financial resources
available to them or sell a diversified mix of non-food products, and, therefore, may be able to devote greater resources to grow their share of
retail food sales or offset lower food margins with higher-margin non-food products. Price investment by our competitors has also adversely
affected our operating margins.

Our continued success to effectively compete in the food retail industry is dependent upon our ability to control operating expenses, replicating
competitor capabilities, making appropriate investments, managing product and labor costs in an increasingly competitive labor market and
health care and pension costs stipulated by our collective bargaining agreements. Several of our primary competitors are larger than we are, or
are not subject to collective bargaining agreements, allowing them to more effectively leverage their fixed costs or more easily reduce operating
expenses. Changes in our product mix also may negatively affect our profitability. Our inability to adequately control and prevent shrink has
impacted our results of operations and could impact our results of operations in the future. Failure to accomplish our objectives could impair our
ability to compete successfully and adversely affect our profitability. Profit margins in the food retail industry are low. In order to increase or
maintain our profit margins, we develop operating strategies to increase revenues, increase gross margins and reduce costs, such as new
marketing programs, new advertising campaigns, productivity improvements, shrink-reduction initiatives, distribution center efficiencies,
manufacturing efficiencies, energy efficiency programs and other similar strategies. Our failure to achieve forecasted revenue growth, gross
margin improvement or cost reductions could have a material adverse effect on our profitability and operating results.

We may not timely identify or effectively respond to consumer trends, which could negatively affect our relationship with our customers, the
demand for our products and services and our market share.

Because we face intense competition, our success depends, in part, on effectively anticipating evolving trends in demographics and responding to
changing consumer preferences and demands. It is difficult to predict consistently and successfully the products and services our customers will
demand over time. Failure to timely identify or effectively respond to changing consumer tastes, preferences and spending patterns could lead us
to offer our customers a mix of products or a level of pricing that they do not find attractive. This could negatively affect our relationship with
our customers, leading them to reduce their visits to our stores and the amount they spend. Further, while we have significantly expanded our
digital capabilities and grown our loyalty programs over the last several years, as technology advances, and as the way our customers interact
with technology changes, we will need to continue to develop and offer digital, loyalty and media solutions that are both cost effective and
compelling to our customers. Our failure to anticipate or respond to customer expectations for products, services, digital and loyalty programs
would adversely affect the demand for our products and services and our market share and could have an adverse effect on our financial
performance, margins, and operating income.
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Consolidation in the healthcare industry could adversely affect our business and financial condition.

Many organizations in the healthcare industry have consolidated to create larger healthcare enterprises with greater market power, which has
resulted in increased pricing pressures. If this consolidation trend continues, it could give the resulting enterprises even greater bargaining power,
which may lead to further pressure on the prices for our pharmacy products and services. If these pressures result in reductions in our prices, we
will become less profitable unless we are able to achieve corresponding reductions in costs or develop profitable new revenue streams. We
expect that market demand, government regulation, third-party reimbursement policies, government contracting requirements, litigation and
societal pressures will continue to cause the healthcare industry to evolve, potentially resulting in further business consolidations and alliances
among the industry participants we engage with, which may adversely impact our business, financial condition and results of operations.

Certain risks are inherent in providing pharmacy products and services, and our insurance may not be adequate to cover any claims against
us.

We currently operate 1,725 pharmacies. As a result, we are exposed to risks inherent in the packaging, dispensing, billing, display, distribution
and disposal of pharmaceuticals and other healthcare products, including risks of liability for products such as opioids. Although we maintain
insurance against such liabilities, we cannot guarantee that the coverage limits under our insurance programs will be adequate to protect us
against future claims, or that we will be able to maintain this insurance on acceptable terms in the future, or at all for healthcare and
pharmaceutical liabilities. Our results of operations, financial condition or cash flows may be materially adversely affected if in the future our
insurance coverage proves to be inadequate or unavailable, or there is an increase in the liability for which we self-insure, or we suffer harm to
our reputation because of an error or omission. Also, our business operations and operating results could be materially adversely impacted by
legislative, enforcement, regulatory, judicial and public policy changes.

We are subject to numerous federal and state regulations. Each of our in-store pharmacies are enrolled in government healthcare programs and
must be licensed by the respective state government. The licensing and enrollment requirements vary from state to state. An additional
registration certificate must be granted by the U.S. Drug Enforcement Administration, and, in some states, a separate controlled substance license
must be obtained to dispense controlled substances. In addition, pharmacies selling controlled substances are required to maintain extensive
records and often report information to state and federal agencies. If we fail to comply with existing or future laws and regulations, we could
suffer substantial civil or criminal penalties, including the loss of our licenses to operate pharmacies and our ability to participate in federal and
state healthcare programs. Because of the severe penalties we could face, we must devote significant operational and managerial resources to
complying with these laws and regulations.

Application of federal and state laws and regulations could subject our current practices to allegations of impropriety or illegality, or could
require us to make significant changes to our operations. In addition, we cannot predict the impact of future legislation and regulatory changes
on our pharmacy operations or assure that we will be able to obtain or maintain the regulatory approvals required to operate our business.

Risks Related to Our Supply Chain

Product and raw material supply disruptions, especially those related to fresh products, may have an adverse effect on our profitability and
operating results.

Reflecting consumer preferences, we have a significant focus on fresh products. We rely on various suppliers and vendors to provide and deliver
our fresh and other product inventory on a continuous basis and to supply the raw materials to manufacture certain of our Own Brands products.
We could suffer significant fresh and other product inventory losses and significant lost revenue in the event of the loss or a shutdown of a major
supplier or vendor,
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disruption of our distribution network, extended power outages, natural disasters, foreign conflicts or other catastrophic or unexpected
occurrences such as a pandemic like COVID-19. We expect our suppliers to comply with applicable laws, including labor, safety and
environmental laws. Our ability to find qualified suppliers who uphold our standards and requirements for products, including fresh, and to
access such products in a timely and operationally efficient manner in volumes we may demand may become a significant challenge

Severe weather, natural disasters and other climate changes may adversely affect our business.

Severe weather conditions such as hurricanes, earthquakes, floods, wildfires, mudslides, winter storms, tornadoes, as well as other natural
disasters in areas in which we have stores or distribution centers have caused and may cause physical damage to our properties, closure of one or
more of our stores, manufacturing facilities or distribution centers, lack of an adequate work force, disruption in the manufacture and supply of
products, disruption and delays in transportation and delivery of goods, reduction in customer traffic and generally a reduction in the availability
of products in our stores.

In addition, adverse climate conditions, weather patterns and their respective impacts such as drought, flood, wildfires, mudslides and rising
ambient temperatures adversely impact product cultivation conditions for farmers, ranchers and fishermen, including by disrupting ecosystems
and severely altering the growing conditions, nutrient levels, soil moisture, and water availability necessary for the growth and cultivation of
crops and raising of animals. As extreme shifts in climate conditions make it more difficult to raise and produce crops, livestock, and seafood,
there may be a decrease in the product quality and the yield quantity of food products. Consequently, such a decreased food supply may
adversely affect the availability or cost of certain products within the grocery supply chain, which could lead to shortages or reduced gross profit
margins as such products become more expensive. At the global level, the impact of climate change on food supply is more likely to lead to food
insecurity in countries which, unlike the United States, have climates insufficient to sustain diverse food production. Thus, there may be
increased demand for agricultural exports from regions that experience production difficulties yet have sufficient wealth to purchase imports.
This may impact the availability of products for us to purchase.

In addition, legislative and regulatory efforts to combat climate change or other environmental issues could result in new or more stringent forms
of oversight and mandatory or voluntary reporting, diligence and disclosure, which could increase costs, result in additional taxes and other
expenses, and further impact our business, results of operations and financial condition.

Threats or potential threats to food and drug safety, the occurrence of a widespread health epidemic and/or pandemic or regulatory concerns
in our supply chain may adversely affect our business.

Acts or threats, whether perceived or real, of war or terror or other criminal activity directed at the food and drug industry or the transportation
industry, whether or not directly involving our stores, could increase our operating costs or impact general consumer behavior and consumer
spending. Other events that give rise to actual or potential food contamination, drug contamination or food-borne illnesses, or a widespread
regional, national or global health epidemic and/or pandemic could have an adverse effect on our operating results or disrupt production and
delivery of the products we sell, our ability to appropriately and safely staff our stores and cause customers to avoid public gathering places or
otherwise change their shopping behaviors.

We source our products from vendors and suppliers and related networks across the globe who may be subject to regulatory actions or face
criticism due to actual or perceived social injustices, including human trafficking, non-sustainable practices, child labor or environmental, health
and safety violations. A disruption in our supply chain due to any regulatory action or social injustice could have an adverse impact on our
supply chain and ultimately our business, including potential harm to our reputation.
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We could be affected if consumers lose confidence in the food supply chain or the quality and safety of our products.

We could be adversely affected if consumers lose confidence in the safety and quality of certain food products. Adverse publicity about these
types of concerns, whether valid or not, may discourage consumers from buying our products or cause production and delivery disruptions. To
the extent that a pathogen is food-borne, or perceived to be food-borne, future outbreaks may adversely affect the price and availability of certain
food products and cause our customers to eat less of such products. In addition, recalls or withdrawals of food products, and in particular the
food products we manufacture or are sold under any of our Own Brands product names, may involve costs to us or reputational harm to us. The
real or perceived sale of contaminated food products by us could result in product liability claims, a loss of consumer confidence and product
recalls, which could have a material adverse effect on our business.

Fuel prices and availability may adversely affect our results of operations.

We currently operate 402 fuel centers that are adjacent to many of our store locations. As a result, we sell a significant amount of gasoline and
diesel fuel. Increased regulation or significant increases in wholesale fuel costs could result in lower gross margins on fuel sales, and demand
could be negatively impacted by retail price increases as well as by concerns about the effect of emissions on the environment. We are unable to
predict future regulations, environmental effects, political unrest, geopolitical tensions, hostilities or boycotts, acts of terrorism, the actions of
major oil producing countries to regulate oil production and other matters that may affect the cost and availability of fuel, and how our customers
will react to any of the preceding matters, which could adversely affect our results of operations.

Increased commodity prices may adversely impact our profitability.

Many of our own and sourced products include ingredients such as wheat, corn, oils, milk, sugar, proteins, cocoa and other commodities.
Commodity prices can be volatile and can be impacted by global conflicts such as the impact on wheat and corn prices by the armed conflict
between Russia and Ukraine. Any increase in commodity prices may cause an increase in our input costs or the prices our vendors seek from us.
Although we typically are able to pass on modest commodity price increases or mitigate vendor efforts to increase our costs, we may be unable
to continue to do so, either in whole or in part, if commodity prices increase materially or there are significant inflationary pressures. If we are
forced to increase prices, our customers may reduce their purchases at our stores or trade down to less profitable products. Both may adversely
impact our profitability as a result of reduced revenue or reduced margins.

Risks Related to Our Workforce

A significant majority of our employees are unionized, and our relationship with unions, including labor disputes or work stoppages, could
have an adverse impact on our operations and financial results.

As of February 24, 2024, approximately 200,000 of our employees were covered by collective bargaining agreements. During fiscal 2023,
collective bargaining agreements covering approximately 32,500 employees expired and were successfully renegotiated. In fiscal 2024 collective
bargaining agreements covering approximately 28,500 employees are scheduled to expire. In future negotiations with labor unions, we expect
that health care, pension costs and/or contributions and wage costs, among other issues, will be important topics for negotiation. If, upon the
expiration of such collective bargaining agreements, we are unable to negotiate acceptable contracts with labor unions, it could result in strikes
by the affected workers and thereby significantly disrupt our operations. As
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part of our collective bargaining agreements, we may need to fund additional pension contributions, which would negatively impact our
operating costs.

Increased pension expenses, contributions and surcharges may have an adverse impact on our financial results.

We currently contribute to 27 multiemployer pension plans for a substantial majority of employees represented by unions pursuant to collective
bargaining agreements that require us to contribute to these plans. Under the Employee Retirement Income Security Act of 1974, as amended
("ERISA"), the Pension Benefit Guaranty Corporation (the "PBGC") has the authority to petition a court to terminate an underfunded pension
plan in limited circumstances. In the event that our defined benefit pension plans are terminated for any reason, we could be liable for the entire
amount of the underfunding, as calculated by the PBGC based on its own assumptions (which would result in a larger obligation than that based
on the actuarial assumptions used to fund such plans). Under ERISA and the Internal Revenue Code, as amended (the "Code"), the liability under
these defined benefit plans is joint and several with all members of our control group, such that each member of our control group is potentially
liable for the defined benefit plans of each other member of the control group.

Based on an assessment of the most recent information available, we believe that most of the multiemployer plans to which we contribute are
underfunded, which is the amount by which the actuarial determined plan liabilities exceed the value of the plan assets. We are only one of a
number of employers contributing to these plans and the underfunding of any of these plans to which we contribute are not our liability. Though
we are not obligated nor the guarantor for any of the underfunding of multiemployer plans to which we contribute, as of December 31, 2023, we
attempted to estimate our allocable share of the underfunding of multiemployer plans to which we contribute, based on the ratio of our
contributions to the total of all contributions to these plans in a year. Our estimate of the Company's allocable share of the underfunding of
multiemployer plans to which we contribute was $4.5 billion. Our estimate is based on the most current information available to us including
actuarial evaluations and other data (that includes the estimates of others), and such information may be outdated or otherwise unreliable. Our
estimate could also change based on the amount contributed to the plans, investment returns on the assets held in the plans, actions taken by
trustees who manage the plans' benefit payments, interest rates, the amount of withdrawal liability payments made to the plans, if the employers
currently contributing to these plans cease participation, and requirements under the Pension Protection Act of 2006, the Multiemployer Pension
Reform Act of 2014 and applicable provisions of the Code.

The American Rescue Plan Act ("ARP Act") establishes a special financial assistance program for financially troubled multiemployer pension
plans. Under the ARP Act, eligible multiemployer plans can apply to receive a one-time cash payment in the amount needed to pay pension
benefits through the plan year ending 2051. We participate in 16 multiemployer plans that may be eligible for the special financial assistance.

In the event we were to exit certain markets or otherwise cease contributing to multiemployer plans, we could trigger a substantial withdrawal
liability. Such withdrawal liability may have a material adverse impact on our financial results.

We are also the sponsors of defined benefit retirement plans for certain employees. The funded status of these plans is a significant factor in
determining annual pension expense and cash contributions to fund the plans. Unfavorable investment performance, increased pension expense
and cash contributions may have an adverse impact on our financial results.

The minimum wage continues to increase and is subject to factors outside of our control. Changes to wage regulations could have an impact
on our future results of operations.

A considerable number of our employees are paid at rates related to the federal minimum wage. Additionally, many of our stores are located in
states, including California, where the minimum wage is greater than the federal
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minimum wage and where a considerable number of employees receive compensation equal to the state's minimum wage which are also slated
to increase over the next few years. As examples, in California and New Jersey, where we employed 70,000 and 8,000 associates, respectively, as
of February 24, 2024, the current minimum wage was increased to $16.00 per hour and $15.13 per hour, respectively, effective January 1, 2024.
Moreover, municipalities may set minimum wages above the applicable state standards. Increases in the federal minimum wage or the enactment
of additional state or local minimum wage increases could increase our labor costs, which may adversely affect our results of operations and
financial condition.

The food retail industry is labor intensive. Our ability to meet our labor needs, while controlling wage and labor-related costs, is subject to
numerous external factors, including the availability of qualified persons in the workforce in the local markets in which we are located,
unemployment levels within those markets, prevailing wage rates, changing demographics, attitudes toward employment in the food and drug
retail industry, the perception of our corporate values and business strategy, health and other insurance costs, the impact of the Merger and
changes in employment and labor laws. Such laws related to employee hours, wages, job classification and benefits could significantly increase
our operating costs. In the event of increasing wage rates, if we fail to increase our wages competitively, the quality of our workforce could
decline, causing our customer service to suffer, while increasing wages for our employees could cause our gross margins to decrease. If we are
unable to hire and retain employees capable of meeting our business needs and expectations, our business and brand image may be impaired.
Any failure to meet our staffing needs or any material increase in turnover rates of our employees may adversely affect our business, results of
operations and financial condition.

Failure to attract and retain qualified associates could materially adversely affect our financial performance and our ability to successfully
execute our business strategy.

Our ability to continue to conduct and expand our operations depends on our ability to attract and retain a large and growing number of qualified
associates. Our ability to meet our labor needs, including our ability to find qualified personnel to fill positions that become vacant at our
existing stores and distribution centers, while controlling our associate wage and related labor costs, is generally subject to numerous external
factors, including the availability of a sufficient number of qualified persons in the work force of the markets in which we operate,
unemployment levels within those markets, prevailing wage rates, changing demographics, attitudes toward employment in the food and drug
retail industry, the perception of our corporate values and business strategy, health and other insurance costs, the impact of the Merger and
adoption of new or revised employment and labor laws and regulations. If we are unable to locate, to attract or to retain qualified personnel, the
quality of service we provide to our customers may decrease and our financial performance may be adversely affected.

The continued successful implementation of our business strategy depends in large part upon the ability and experience of members of our senior
management. In addition, our financial performance is dependent on our ability to identify, hire, train, motivate and retain qualified management,
technical, sales and marketing and retail personnel. If we lose the services of members of our senior management or are unable to continue to
attract and retain the necessary personnel, we may not be able to successfully execute our business strategy, which could have an adverse effect
on our business.

Legal and Regulatory Risks

Unfavorable changes in government regulation may have a material adverse effect on our business.

We operate our business within strict and complex regulatory environments and could be materially adversely affected by changes to, and/or any
failure to comply with, existing and new legal requirements. In addition, our industry faces significant political, societal, and media scrutiny, and
we may be subject to frequent or increasing challenges which may impact our reputation and business. Additionally, shifts in enforcement
practices or regulatory scrutiny generally cannot be anticipated or predicted or our predictions may not be accurate. If we fail to
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predict or respond adequately to regulatory changes or expanding disclosure requirements, or do not respond as effectively as our competitors,
our reputation, business, operations, and financial performance may be adversely affected. Political, governmental, and regulatory regimes and
practices can quickly change as a result of elections or other events over which we have little to no control. Such changes, including those which
may occur due to elections held in 2024, are unpredictable and may have negative impacts on our business and operations. Compliance with
laws, regulations, policies, and enforcement practices may become challenging requiring operational changes which may be difficult to
implement, increase our operating costs, require significant capital expenditures, or result in adverse publicity and harm our reputation.

Tax matters could adversely affect our results of operations and financial conditions.

We may be affected by higher rates of federal, state, or local tax imposed as a result of political developments or economic conditions, which
could affect our effective tax rate. Our effective tax rate and future tax liability could be adversely affected by regulatory and legal changes, the
results of tax audits and examinations, and changes in accounting principles and interpretations relating to tax matters, all of which could
negatively impact our business. In addition, changes in tax rates, tax laws, and regulations that impact our customers or the economy generally
may also impact our financial condition and results of operations.

Unfavorable changes in, failure to comply with or increased costs to comply with environmental laws and regulations could adversely affect
us. The storage and sale of petroleum products could expose us to potentially significant liabilities.

Our operations, including our 402 fuel centers, are subject to various laws and regulations relating to the protection of the environment,
including those governing the storage, management, disposal and cleanup of hazardous materials. Some environmental laws, such as the
Comprehensive Environmental Response, Compensation and Liability Act and similar state statutes, impose strict, and under certain
circumstances joint and several, liability for costs to remediate a contaminated site, and also impose liability for damages to natural resources.

Third-party claims in connection with releases of, or exposure to, hazardous materials relating to our current or former properties or third-party
waste disposal sites can also arise. In addition, the presence of contamination at any of our properties could impair our ability to sell or lease the
contaminated properties or to borrow money using any of these properties as collateral. The costs and liabilities associated with any such
contamination could be substantial and could have a material adverse effect on our business. Under current environmental laws, we may be held
responsible for the remediation of environmental conditions regardless of whether we lease, sublease or own the stores or other facilities and
regardless of whether such environmental conditions were created by us or a prior owner or tenant. In addition, the increased focus on climate
change, waste management and other environmental issues may result in new environmental laws or regulations that negatively affect us directly
or indirectly through increased costs on our suppliers. There can be no assurance that environmental contamination relating to prior, existing or
future sites or other environmental changes will not adversely affect us through, for example, business interruption, cost of remediation or
adverse publicity.

We are subject to, and may in the future be subject to, legal or other proceedings that could have a material adverse effect on us.

In the course of conducting our business, arising in or outside of the ordinary course, we are and may become a party to various legal
proceedings, including class actions in matters involving personnel and employment issues, federal and state wage and hour laws, personal
injury, antitrust claims based on both federal and state law, packaging or product claims, claims related to the sale of drug or pharmacy products,
such as opioids, claims invoking consumer-protection statutes, intellectual property claims and fiduciary and securities claims. We may also
become subject to governmental and regulatory inquiries related to our operations. We estimate our exposure to legal proceedings and establish
reserves for the estimated liabilities. We are unable to predict the outcome of any
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litigation, investigation or any action by governmental entities and can provide no assurance as to the scope and outcome of these matters and
whether our business, financial position, results of operations or cash flows will not be materially adversely affected.

We use a combination of insurance and self-insurance to address potential liabilities for workers' compensation, automobile and general
liability, property risk (including earthquake and flood coverage), director and officers' liability, employment practices liability, pharmacy
liability, employee health care benefits and cyber and terrorism risks.

We estimate the liabilities associated with the risks retained by us, in part, by considering historical claims experience, demographic and severity
factors and other actuarial assumptions which, by their nature, are subject to a high degree of variability. Among the causes of this variability are
unpredictable external factors affecting future inflation rates, discount rates, litigation trends, legal interpretations, benefit level changes and
claim settlement patterns. The majority of our workers' compensation liability is from claims occurring in California, where workers'
compensation has received intense scrutiny from the state's politicians, insurers, employers and providers, as well as the public in general. If
other states adopt workers' compensation programs similar to California’s, then our workers’ compensation liability may increase which could
have a material adverse impact on our results of operations.

Risks Related to Information Security, Cybersecurity, Data Privacy and Evolving Technologies

We may be adversely affected by risks related to our dependence on IT systems. Any future changes to or intrusion into these IT systems,
even if we are compliant with industry security standards, could materially adversely affect our financial condition and operating results.

We have complex information technology systems that are important to the success of our business operations, financial reporting and marketing
initiatives. Our information systems are subject to outages, unplanned downtime, program transitions, breakdowns, ransomware attacks, viruses,
malicious programs and other cyber incidents. If we fail to timely or successfully mitigate such adverse events affecting these systems, or
experience difficulties accessing the proprietary business data stored in these systems, or in maintaining, expanding or upgrading existing
systems or implementing new systems, we could incur significant losses to our business and operations. These risks may be further exacerbated
by the deployment and use of cloud-based enterprise solutions. In a cloud computing environment, we could be subject to outages by third-party
service providers and security breaches to their systems, which we may have little control over. In the case of a cloud computing outage, the
reconstitution of our business services running on those computing resources will be dependent on the third-party hosting provider restoring
availability.

Improper activities by third parties, exploitation of encryption technology, new data-hacking tools and discoveries and other events or
developments may result in future intrusions into or compromise of our networks, payment card terminals or other payment systems.

We regularly defend against and respond to data security incidents. While we are vigilant in monitoring the security of our information
technology systems, we may not be able to prevent all unauthorized access or remediate the impact of such unauthorized access. The techniques
used by cyber criminals change frequently and often cannot be recognized until launched against a target; accordingly, we may not be able to
anticipate these frequently changing techniques, implement adequate preventive measures for all of them or remediate any unauthorized access
on a timely basis. In addition, ongoing geopolitical conflicts may increase the risk of cyberattacks which could impact our operations. Any
unauthorized access into our customers' sensitive information, data belonging to us or our vendors or employee data, even if we are compliant
with industry security standards, could put us at a competitive disadvantage, result in deterioration of our customers', vendors' and employees'
confidence in us and subject us to
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investigations, required notifications, potential litigation, liability, fines and penalties and consent decrees, resulting in a possible material
adverse impact on our financial condition and results of operations.

As a merchant that accepts debit and credit cards for payment, we are subject to the Payment Card Industry ("PCI") Data Security Standard
("PCI DSS"), issued by the PCI Council. PCI DSS contains compliance guidelines and standards with regard to security surrounding the physical
administrative and technical storage, processing and transmission of individual cardholder data. By accepting debit cards for payment, we are
also subject to compliance with American National Standards Institute ("ANSI") data encryption standards and payment network security
operating guidelines. Failure to be PCI compliant or to meet other payment card standards may result in the imposition of financial penalties or
the allocation by the card brands of the costs of fraudulent charges to us. As well, the Fair and Accurate Credit Transactions Act ("FACTA")
requires systems that print payment card receipts to employ personal account number truncation so that the consumer's full account number is
not viewable on the slip. Despite our efforts to comply with these or other payment card standards and other information security measures, we
cannot be certain that all of our IT systems will be able to prevent, contain or detect all cyber-attacks or intrusions. To the extent that any
disruption results in the loss, damage or misappropriation of information, we may be adversely affected by claims from customers, financial
institutions, regulatory authorities, payment card associations and others. In addition, privacy and information security laws and standards
continue to evolve and could expose us to further regulatory burdens. The cost of complying with stricter laws and standards, including PCI
DSS, ANSI and FACTA data encryption standards and the California Privacy Rights Act and other state laws, could be significant.

The loss of confidence from a data security incident involving our customers, employees or vendors could materially adversely affect our
financial condition and operating results.

We receive and store personal information in connection with our business including from processing credit card data, digital marketing, and
human resources records. The protection of our customer, employee and vendor data is critically important to us. Despite our considerable efforts
to secure, upgrade and maintain our computer networks, our information security could be compromised, and customer, employee and vendor
confidential information could be misappropriated whether as a result of cyberattacks on our information systems, the information systems
hosted by third party providers or otherwise. If we experience a data security incident, we could be exposed to government enforcement actions,
ransomware claims, loss of business information, negative publicity and possible claims from customers, associates, financial institutions and
payment card associations. In addition, our customers could lose confidence in our ability to protect their personal information, which could
cause them to stop shopping at our stores altogether and materially adversely affect our financial condition and operating results.

We and our third parties may use artificial intelligence in our business, which could result in competitive and reputational harm, and legal
liability, and adversely affect our results of operations.

We and our third parties are increasingly incorporating artificial intelligence ("AI") solutions into our operations, systems, and services. Our
competitors may incorporate AI into their products more quickly or more successfully than us, which could impair our ability to compete
effectively in the market. Additionally, if the content, analyses, or recommendations that AI applications assist in producing are or are alleged to
be deficient, inaccurate, or biased, our business, financial condition, and results of operations may be adversely affected.

AI presents emerging ethical issues and potential harms to our customers, patients, and associates and if our use of AI becomes controversial, we
may experience competitive harm, brand or reputational harm, or legal liability. The rapid evolution of AI, including expected government
regulation of AI and automated decision making, requires resources, formalized AI governance, a commitment to the ethical and responsible use
of data, and processes to best meet these challenges. If we fail to adopt AI in a thoughtful and strategic manner, the risks above may be
exacerbated.
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Risks Related to Our Indebtedness

Our indebtedness could adversely affect our financial condition and prevent us from fulfilling our obligations under our indebtedness.

As of February 24, 2024, we had approximately $7.7 billion of debt outstanding (other than finance lease obligations), and, subject to our
borrowing base, we would have been able to borrow an additional $3.8 billion under our asset-based loan ("ABL") facility (the "ABL Facility").
As of February 24, 2024, we and our subsidiaries had approximately $0.5 billion of finance lease obligations.

Our indebtedness could have important consequences. For example, it could:

• increase our vulnerability to general adverse economic and industry conditions;
• require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness, thereby reducing the

availability of our cash flow to fund working capital, capital expenditures and other general corporate purposes, including acquisitions;
• limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;
• place us at a competitive disadvantage compared to our competitors that have less debt; and
• limit our ability to borrow additional funds.

In addition, there can be no assurance that we will be able to refinance any of our debt or that we will be able to refinance on commercially
reasonable terms. If we were unable to make payments or refinance our debt or obtain new financing under these circumstances, we would have
to consider other options, such as:

• sales of assets;
• sales of equity; or
• restructure of the applicable debt.

We may incur substantially more debt in the future.

We and our subsidiaries may incur substantial additional indebtedness in the future. The terms of the credit agreement that governs the ABL
Facility and the indentures that govern our indebtedness, as disclosed in "Part II—Item 8. Financial Statements and Supplementary Data—Note
12", permit us to incur significant additional debt, subject to certain limitations. If new indebtedness is added to our and our subsidiaries' current
debt levels, the related risks that we and they now face would increase.

To service our indebtedness, we require a significant amount of cash, and our ability to generate cash depends on many factors beyond our
control.

Our ability to make cash payments on and to refinance the indebtedness and to fund planned capital expenditures will depend on our ability to
generate significant operating cash flow in the future, as described in the section entitled "Part II—Item 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations" of this Annual Report on Form 10-K. This ability is, to a significant extent, subject to
general economic, financial, competitive, legislative, regulatory and other factors that are beyond our control.

Our business may not generate sufficient cash flow from operations to enable us to pay our indebtedness or to fund our other liquidity needs. In
any such circumstance, we may need to refinance all or a portion of our indebtedness, on or before maturity. We may not be able to refinance any
indebtedness on commercially reasonable terms, or at all. If we cannot service our indebtedness, we may have to take actions such as selling
assets, seeking additional

27

PX6153-027

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 421 of 620 * PUBLIC * 



Table of Contents

equity or reducing or delaying capital expenditures, strategic acquisitions and investments. Any such action, if necessary, may not be effected on
commercially reasonable terms, or at all. The instruments governing our indebtedness may restrict our ability to sell assets and our use of the
proceeds from such sales.

If we are unable to generate sufficient cash flow or are otherwise unable to obtain funds necessary to meet required payments of principal,
premium, if any, and interest on our indebtedness, or if we otherwise fail to comply with the various covenants in the instruments governing our
indebtedness, we could be in default under the terms of the agreements governing such indebtedness. In the event of such default, the holders of
such indebtedness could elect to declare all the funds borrowed thereunder to be due and payable, together with accrued and unpaid interest, the
lenders under our credit agreement, or any replacement revolving credit facility in respect thereof, could elect to terminate their revolving
commitments thereunder, cease making further loans and institute foreclosure proceedings against our assets, and we could be forced into
bankruptcy or liquidation.

On February 15, 2023, we entered into a LIBOR Transition Amendment with the lenders under the ABL Facility, which, among other things,
replaced LIBOR with a term SOFR (of terms of one, three or six months, or if available, other periods of twelve months or less). Since the initial
publication of SOFR, daily changes in the rate have, on occasion, been more volatile than daily changes in comparable benchmark or market
rates, and SOFR over time may bear little or no relation to the historical actual or historical indicative data. It is possible that the volatility of and
uncertainty around SOFR as a LIBOR replacement rate could increase loan rates and borrowing costs under the ABL Facility.

Our debt instruments limit our flexibility in operating our business.

Our debt instruments contain various covenants that limit our and our restricted subsidiaries' ability to engage in specified types of transactions.
A breach of any of these covenants could result in a default under our debt instruments. Any debt agreements we enter into in the future may
further limit our ability to enter into certain types of transactions. In addition, certain of the covenants governing the ABL Facility and our
existing notes restrict, among other things, our and our restricted subsidiaries' ability to:

• incur additional indebtedness or provide guarantees in respect of obligations of other persons;
• pay dividends on, repurchase stock from or make distributions to our stockholders, or make other restricted payments or make certain

investments;
• prepay, redeem or repurchase debt;
• make loans, investments and capital expenditures;
• sell or otherwise dispose of certain assets;
• incur liens;
• engage in sale leaseback transactions;
• restrict dividends, loans or asset transfers from our subsidiaries;
• consolidate, merge, sell or otherwise dispose of all or substantially all of our assets;
• enter into a new or different line of business; and
• enter into certain transactions with our affiliates.

In addition, the restrictive covenants in our ABL Facility require us, in certain circumstances, to maintain a specific fixed charge coverage ratio.
Our ability to meet that financial ratio can be affected by events beyond our control, and there can be no assurance that we will meet it. A breach
of this covenant could result in a default under such facilities. Moreover, the occurrence of a default under our ABL Facility could result in an
event of default under our other indebtedness. Upon the occurrence of an event of default under our ABL Facility, the lenders could elect to
declare all amounts outstanding under the ABL Facility to be immediately due and payable and terminate all
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commitments to extend further credit. Even if we can obtain new financing, it may not be on commercially reasonable terms, or terms that are
acceptable to us.

Increases in interest rates, a downgrade of our credit ratings and/or instability in the credit market could negatively affect our financing
costs and our ability to access capital.

We have exposure to future interest rates based on the variable rate debt under our ABL Facility and to the extent we raise additional debt in the
capital markets to meet maturing debt obligations, to fund our capital expenditures, working capital needs and to finance future acquisitions.
Daily working capital requirements are typically financed with operational cash flow and use of our ABL Facility. The interest rate on these
borrowing arrangements is generally determined from the inter-bank offering rate at the borrowing date plus a pre-set margin. Significant and
sustained increases in market interest rates could materially increase our financing costs and negatively impact our reported results.

We rely on access to bank and capital markets as sources of liquidity for cash requirements not satisfied by cash flows from operations. A
downgrade in our credit ratings from the internationally recognized credit rating agencies could negatively affect our ability to access the bank
and capital markets, especially in a time of uncertainty in either of those markets. A rating downgrade could also impact our ability to grow our
business by substantially increasing the cost of, or limiting access to, capital.

Risks Related to Owning Our Common Stock

The price of our common stock may be volatile or may decline regardless of our operating performance, and you may suffer a decline in
value.

The market price of our common stock is volatile and may be influenced by many factors, some of which are beyond our control, including:

• uncertainties related to the pendency of the Merger;
• if a substantial number of shares of our common stock becomes available for sale and are sold in a short period of time, the market price

of our common stock could decline;
• the failure of securities analysts to cover our common stock, or changes in financial estimates by analysts;
• if one or more securities analysts downgrade our shares or if those analysts issue a sell recommendation or other unfavorable

commentary or cease publishing reports about us or our business;
• changes in, or investors' perception of, the food and drug retail industry;
• the activities of competitors;
• future issuances and sales of our common stock, including in connection with acquisitions;
• future sales of our common stock by our largest stockholder;
• our quarterly or annual earnings or those of other companies in our industry;
• the public's reaction to our press releases, our other public announcements and our filings with the SEC; and
• litigation involving us, our industry, or both.

Our largest stockholder is Cerberus, which may have conflicts of interest with other stockholders in the future.

Cerberus controls in the aggregate approximately 26% of our common stock and Cerberus has certain governance rights pursuant to a
Stockholders' Agreement. As a result, Cerberus may be able to influence (i) the election of our directors, (ii) our corporate and management
policies and (iii) other matters submitted to our stockholders for approval. The interests of Cerberus may not coincide with the interests of other
holders of our common stock. Additionally, Cerberus is in the business of making investments in companies and may, from time to time, acquire
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and hold interests in businesses that compete directly or indirectly with us. Cerberus may also pursue, for its own account, acquisition
opportunities that may be complementary to our business, and as a result, those acquisition opportunities may not be available to us. So long as
Cerberus continues to own a significant amount of the outstanding shares of our common stock, Cerberus will continue to be able to strongly
influence our decisions.

Provisions in our charter documents and Delaware law may prevent attempts by our stockholders to replace or remove our current
management, even if beneficial to our stockholders.

Provisions in our amended and restated certificate of incorporation, as amended ("certificate of incorporation"), and our amended and restated
bylaws ("bylaws") may restrict the ability of stockholders to make changes in our governance that they may consider advantageous or desirable.
In addition, these provisions may frustrate or prevent any attempts by our stockholders to replace members of our board of directors. Because
our board of directors is responsible for appointing the members of our management team, these provisions could in turn affect any attempt by
our stockholders to replace members of our management team.

Our certificate of incorporation authorizes our board of directors to issue up to 100,000,000 shares of preferred stock. The preferred stock may
be issued in one or more series, the terms of which may be determined by our board of directors at the time of issuance or fixed by resolution
without further action by the stockholders. These terms may include voting rights, preferences as to dividends and liquidation, conversion rights,
redemption rights, and sinking fund provisions. The issuance of preferred stock could diminish the rights of holders of our common stock, and
therefore could reduce the value of our common stock. In addition, specific rights granted to holders of preferred stock could be used to restrict
our ability to merge with, or sell assets to, a third party. The ability of our board of directors to issue preferred stock could delay, discourage,
prevent, or make it more difficult or costly to acquire or effect a change in control, thereby preserving the current stockholders' control.

Our ability to pay dividends to our stockholders is restricted by applicable laws and regulations and requirements under certain of our
securities and debt agreements, including the ABL Facility, and our existing notes.

Holders of our common stock are only entitled to receive such cash dividends as our board of directors, in its sole discretion, may declare out of
funds legally available for such payments, including minimum capital requirements and limited by contractual obligations or covenants in any
financing arrangements that we are currently a party to, including the ABL Facility and our existing notes, or any that we may enter into in the
future. As a consequence of these various limitations and restrictions, we may not be able to make, or may have to reduce or eliminate at any
time, the payment of dividends on our common stock.

Item 1B - Unresolved Staff Comments

None.
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Item 1C - Cybersecurity

Risk Management and Strategy 

Our cybersecurity risk management processes for assessing and managing risks from cybersecurity threats include proactively identifying and
detecting internal and external threats and vulnerabilities and mitigating, containing or eradicating attacks, as necessary. To ensure the highest
levels of availability and integrity of critical business systems and services, we have designed a comprehensive risk reduction strategy. Our
cybersecurity related risk management processes include assessing risk based on business criticality, data classification, disaster recovery rating,
and security monitoring our operations (e.g., network, systems, retail stores, manufacturing plants and distribution centers) to determine where
and how critical business operations could be impacted by a cyber incident. We maintain a risk repository and partner with technology and
business teams to remediate risk. Our cybersecurity team conducts regular risk assessments to analyze the likelihood of compromise and
magnitude of harm caused by unauthorized access, use, disclosure, disruption, modification, or destruction of the Company's systems and data.
We also perform risk assessments on our third-party suppliers. We make reasonable efforts to require third-party service providers to manage
vulnerabilities in their environments to prevent the risk of impact to our business operations and enterprise network. We also undertake an annual
National Institute of Standards and Technology (NIST) Cybersecurity Framework assessment, conducted by a third party, to ensure our
cybersecurity program is maturing in-line with industry and includes the key functions and capabilities to address key risk areas.

Collectively with our technology partners, we continuously (24/7) monitor our systems and assets to quickly respond to cybersecurity threats
against our business. We conduct vulnerability scanning of our infrastructure and applications to identify risk and work with relevant
stakeholders to proactively remediate risk where necessary. Additionally, we partner with multiple third-party managed security service providers
("MSSP") for enhanced monitoring of our information technology and data security environment and to perform proactive detection and
investigation of malicious activity within our network. We have defined processes with our third-party MSSPs for handling and escalating
identified potential malicious activity within the Company’s information technology environment. MSSPs and internal stakeholders perform
response actions when a security event is identified. Additionally, we meet regularly with our MSSPs to enhance processes and to ensure service
level requirements are being met.

Information security risk events are managed by following our cyber incident response plan and executed by our cybersecurity team in
coordination with stakeholders (including legal counsel) who review and assess materiality based on qualitative and quantitative factors. In the
case of a risk event that has a broad organizational impact, the event will be escalated to the Company’s Corporate Crisis Management Team
comprised of senior leadership who will execute a tailored response plan, activate notification procedures where applicable, and guided by legal
counsel, coordinate communications with appropriate business partners, and manage the incidents through closure. We conduct annual tabletop
exercises to test our response processes and incident management procedures. The outcomes from these exercises are used to drive continuous
improvement in how we handle cybersecurity incidents.

Governance

Our Board of Directors ("Board") is engaged in risk management and the oversight of Company-wide risks. To supplement its risk oversight
function, our Board has delegated certain risk management responsibilities to the Audit and Risk Committee (the "Audit Committee") and the
Technology Committee of the Board.

As part of its responsibility related to enterprise-wide risk management, the Audit Committee reviews and discusses with management
cybersecurity risks, how they are being addressed and the effectiveness of risk management policies and practices to help safeguard the
Company's operations, financial systems, and data in an ever-evolving threat landscape. The internal audit team, in its quarterly compliance and
risk assessment update to the Audit Committee, reports on its reviews of the Company's cybersecurity risk exposures, controls and management
actions.
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In addition to this regular reporting, significant cybersecurity incidents, risks or threats may also be escalated on an as-needed basis to the Audit
Committee.

The Technology Committee is responsible for oversight of the Company's technology risk management, including but not limited to the
Company's technology related policies, technology architecture, significant emerging technology issues and trends that may affect the Company,
and practices and safeguards for information technology, cybersecurity, and data security. Our Chief Information Security Officer ("CISO")
presents cybersecurity related topics quarterly to the Technology Committee, including reviews of key information security risk metrics and
program maturity progress, and annually updates the Board on external assessments.

At the management level, our cybersecurity organization is led by the Company's CISO, who reports to the Company's Chief Technology and
Transformation Officer. The CISO is responsible for all aspects of our cybersecurity program across the Company, which includes cybersecurity
engineering and architecture, cybersecurity operations, incident response, threat intelligence, identity and access management, cybersecurity risk
and compliance, and vulnerability management. Our CISO has served in leadership roles across the retail, financial services, and national
security sectors. Before joining the Company, he was Deputy CISO at Capital One Financial Corp. and Deputy Assistant Secretary of Defense
for Cyber Policy. He earned a BS in Mechanical Engineering from the University of Virginia, MS in Telecommunications and Computers from
George Washington University, and MBA from the Stanford Graduate School of Business. He continues to serve as a Colonel in the United
States Air Force Reserve as a Senior Advisor to the Commander of USCYBERCOM.

Risks from Material Cybersecurity Threats

As of the date of this report, we have not identified any cybersecurity threats that have materially affected or are reasonably anticipated to have a
material effect on the Company. Although we have not experienced cybersecurity incidents that are individually, or in the aggregate, material, we
have experienced cyberattacks in the past, which have been mitigated by preventive, detective, and responsive measures put in place by the
Company.

For a detailed discussion of the Company’s cybersecurity related risks, see "Item 1A. Risk Factors— Risks Related to Information Security,
Cybersecurity, Data Privacy and Evolving Technologies."
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Item 2 - Properties

As of February 24, 2024, we operated 2,269 stores located in 34 states and the District of Columbia as shown in the following table:

Location
Number of

stores Location
Number of

stores Location
Number of

stores
Alaska 25 Iowa 1 North Dakota 1 
Arizona 135 Louisiana 16 Oregon 121 
Arkansas 1 Maine 19 Pennsylvania 50 
California 586 Maryland 68 Rhode Island 8 
Colorado 105 Massachusetts 76 South Dakota 3 
Connecticut 7 Montana 40 Texas 208 
Delaware 18 Nebraska 5 Utah 6 
District of Columbia 12 Nevada 50 Vermont 19 
Hawaii 23 New Hampshire 26 Virginia 39 
Idaho 44 New Jersey 87 Washington 215 
Illinois 183 New Mexico 34 Wyoming 15 
Indiana 4 New York 19 

The following table summarizes our stores by size as of February 24, 2024:

Square Footage Number of stores Percent of total
Less than 30,000 217 9.6 %
30,000 to 50,000 778 34.3 %
More than 50,000 1,274 56.1 %
Total stores 2,269 100.0 %

We own or ground-lease approximately 39% of our operating stores and 53% of our industrial properties (distribution centers, warehouses and
manufacturing plants).

Our corporate headquarters are located in Boise, Idaho. We own our headquarters. The premises is approximately 250,000 square feet in size. In
addition to our corporate headquarters, we have corporate offices in Pleasanton, California, Phoenix, Arizona and Plano, Texas. We believe our
properties are well maintained, in good operating condition and suitable for operating our business.

Item 3 - Legal Proceedings

The Company is subject from time to time to various claims and lawsuits arising in the ordinary course of business, including lawsuits involving
trade practices, lawsuits alleging violations of state and/or federal wage and hour laws (including alleged violations of meal and rest period laws
and alleged misclassification issues), real estate disputes and other matters. Some of these claims or suits purport or may be determined to be
class actions and/or seek substantial damages. It is the opinion of the Company's management that although the amount of liability with respect
to certain of the matters described herein cannot be ascertained at this time, any resulting liability of these and other matters, including any
punitive damages, will not have a material adverse effect on the Company's business or overall financial condition. See also the matters under
the caption Legal Proceedings in "Part II—Item 8. Financial Statements and Supplementary Data—Note 13."
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The Company continually evaluates its exposure to loss contingencies arising from pending or threatened litigation and believes it has made
provisions where the loss contingency is probable and can be reasonably estimated. Nonetheless, assessing and predicting the outcomes of these
matters involves substantial uncertainties. While management currently believes that the aggregate estimated liabilities currently recorded are
reasonable, it remains possible that differences in actual outcomes or changes in management's evaluation or predictions could arise that could be
material to the Company's results of operations or cash flows.

Environmental Matters

Our operations are subject to regulation under environmental laws, including those relating to waste management, air emissions and underground
storage tanks. In addition, as an owner and operator of commercial real estate, we may be subject to liability under applicable environmental
laws for clean-up of contamination at our facilities. SEC regulations require us to disclose certain environmental matters arising under federal,
state, or local environmental provisions if we reasonably believe that such proceedings may result in monetary sanctions above a stated
threshold. Pursuant to SEC regulations, we use a threshold of $1 million for purposes of determining whether disclosure of any such proceedings
is required.

Item 4 - Mine Safety Disclosures

Not applicable.
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PART II

Item 5 - Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Market Information for Common Stock

The Company's Class A common stock began trading on the NYSE on June 26, 2020 under the symbol "ACI." Prior to that date, there was no
public market for the Company's Class A common stock. As of April 18, 2024, there were 72 holders of record of our Class A common stock.

Performance Graph

The following graph shows a comparison of the total cumulative stockholder return on our Class A common stock with the total return for (i) the
S&P 500 Index and (ii) the S&P 500 Retail Composite Index for the period from June 26, 2020 (the date our Class A common stock commenced
trading on the NYSE) through February 24, 2024. The graph assumes an investment of $100 in our Class A common stock at market close on
June 26, 2020 and the reinvestment of dividends. The comparisons in the table are not intended to forecast or be indicative of possible future
performance of our Class A common stock.

6/26/20 9/12/20 2/27/21 9/11/21 2/26/22 9/10/22 2/25/23 9/9/23 2/24/24
ACI $ 100.00 $ 91.59 $ 105.93 $ 198.74 $ 198.34 $ 199.99 $ 186.27 $ 216.72 $ 198.81 
S&P 500 100.00 111.03 126.66 148.17 145.72 139.81 137.55 155.83 179.15 
S&P 500 Retail

Composite 100.00 115.16 118.97 139.92 131.03 122.55 107.09 128.66 154.67 
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Issuer Purchases of Equity Securities

On October 14, 2020, the Company's board of directors authorized a share repurchase program that allows the Company to repurchase up to
$300.0 million of the Company's Common Stock. As of February 24, 2024, authorization for $180.9 million of share repurchases remained under
the share repurchase program. We did not repurchase any shares of our Class A common stock during fiscal 2023 and fiscal 2022.

Unregistered Sales of Equity Securities

During fiscal 2023, a holder of the Company's Convertible Preferred Stock converted the remaining 50,000 shares of Convertible Preferred
Stock into 2,903,200 shares of the Company's Class A common stock. During fiscal 2022 and fiscal 2021, certain holders of Convertible
Preferred Stock converted approximately 1,349,186 and 350,814 shares of Convertible Preferred Stock, respectively, into approximately
78,339,120 and 20,369,582 shares of Class A common stock, respectively. Each share of Convertible Preferred Stock was convertible at a rate of
58.064 shares of Class A common stock (with cash delivered in lieu of any fractional shares of Class A common stock) and were issued from the
Company's treasury stock account. The shares of Class A common stock were issued in exchange for Convertible Preferred Stock in reliance on
an exemption from the registration requirements of the Securities Act of 1933, as amended (the "Act"), under Section 3(a)(9) of the Act.
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Item 6 - [Reserved]
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Item 7 - Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our Consolidated
Financial Statements and related notes found in "Part II—Item 8. Financial Statements and Supplementary Data" in this Form 10-K, as well as
"Part II—Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations" included in our Annual Report on
Form 10-K for the fiscal year ended February 25, 2023 filed with the SEC on April 25, 2023, which provides comparisons of fiscal 2022 and
fiscal 2021. This discussion contains forward-looking statements based upon current expectations that involve numerous risks and uncertainties.
Our actual results may differ materially from those contained in any forward-looking statements as a result of various factors, including those
discussed below and elsewhere in this Annual Report on Form 10-K, particularly in the section entitled "Special Note Regarding Forward-
Looking Statements" set forth in Part I and in Item 1A. "Risk Factors."

Our last three fiscal years consisted of the 52 weeks ended February 24, 2024 ("fiscal 2023"), the 52 weeks ended February 25, 2023 ("fiscal
2022") and the 52 weeks ended February 26, 2022 ("fiscal 2021"). In this Management's Discussion and Analysis of Financial Condition and
Results of Operations of Albertsons Companies, Inc., the words "Albertsons," the "Company," "we," "us," "our" and "ours" refer to Albertsons
Companies, Inc., together with its subsidiaries.

EXECUTIVE SUMMARY - FISCAL 2023 OVERVIEW

We are one of the largest food retailers in the United States, with 2,269 stores across 34 states and the District of Columbia as of February 24,
2024. We operate more than 20 well known banners including Albertsons, Safeway, Vons, Pavilions, Randalls, Tom Thumb, Carrs, Jewel-Osco,
Acme, Shaw's, Star Market, United Supermarkets, Market Street, Haggen, Kings Food Markets and Balducci's Food Lovers Market, with
approximately 285,000 talented and dedicated employees, as of February 24, 2024, who serve on average 35.3 million customers each week.
Additionally, as of February 24, 2024, we operated 1,725 pharmacies, 1,336 in-store branded coffee shops, 402 adjacent fuel centers, 22
dedicated distribution centers, 19 manufacturing facilities and various digital platforms.

Merger Agreement

On October 13, 2022, the Company, The Kroger Co. ("Parent") and Kettle Merger Sub, Inc., a wholly owned subsidiary of Parent ("Merger
Sub"), entered into an Agreement and Plan of Merger (the "Merger Agreement"), pursuant to which Merger Sub will be merged with and into the
Company (the "Merger"), with the Company surviving the Merger as the surviving corporation and a direct, wholly owned subsidiary of Parent.
For additional information about the Merger, see Part II—Item 8. Financial Statements and Supplementary Data—Note 2".

The Company has filed with the SEC a definitive information statement on Schedule 14C with respect to the approval of the Merger and has
mailed the definitive information statement to the Company's stockholders. You may obtain copies of all documents filed by the Company with
the SEC regarding this transaction, free of charge, at the SEC's website, www.sec.gov or from the Company's website at
https://www.albertsonscompanies.com/investors/overview/.

Fiscal 2023 highlights

In summary, our financial and operating highlights for fiscal 2023 include:

• Identical sales increased 3.0%
• Digital sales increased 22%
• Loyalty members increased 16% to 39.8 million
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may be prorated for the Initial Award) by the closing price of the Company’s common stock on the grant date, rounded down to
the nearest whole share. The grant date of the Annual Award shall be the first business day of the Company’s fiscal year. The
Initial Award and each Annual Award shall vest on the last day of the fiscal year in which the grant was made, subject to the
Non-Employee Director’s continued service to the Company through the vesting dates. All grants of TBRSUs shall be made
pursuant to the Company’s current equity incentive plan. The descriptions of these grants set forth above are subject and
qualified in their entirety by reference to the terms and conditions of the equity incentive plan and the applicable Time-Based
Restricted Share Award Agreement issued thereunder.

Annual Review: This Policy shall be reviewed annually by the Compensation Committee and modified as necessary to ensure its terms remain
consistent with the stated interests of the Company and its stockholders. The Compensation Committee shall have the power to
construe this Policy to determine all questions arising thereunder, and to adopt and amend such rules and regulations for the
administration of this Policy as it may deem desirable. The Compensation Committee shall determine the members of the Board
who qualify as Non-Employee Directors and are eligible to receive compensation under the terms of this Policy. Any decisions
of the Compensation Committee in the administration of this Policy shall be final and conclusive. The Compensation Committee
may authorize one or more of its members or any officer of the Company to execute and deliver documents on its behalf. No
member of the Compensation Committee shall be liable for anything done or omitted to be done by such member or by any
other member of the Board or the Compensation Committee in connection with this Policy, except for such member’s own
willful misconduct or gross negligence (unless the Company’s Certificate of Incorporation or Bylaws, or any indemnification
agreement between the Company and such person, in each case in accordance with applicable law, provides otherwise).The
Compensation Committee shall have the power to engage outside consultants, auditors or other professional help to assist in the
fulfillment of the duties of the Compensation Committee under this Policy at the Company’s expense.

***
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settlement date occurs). For purposes of this Section 6(f), the applicable settlement date shall be the Final Date, provided, however,
if the Participant incurs a Termination of Service during a Change in Control Period, the applicable Settlement Date shall be date of
the Participant’s Termination of Service.

7.Termination of Service for Cause. Notwithstanding anything in this Agreement or the Plan to the contrary, upon the
Participant’s Termination of Service by the Company for Cause, the entire Award, including any Accrued RSUs in the Participant’s
RSU Account, shall be immediately forfeited by the Participant and cancelled, without the payment of consideration.
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                Safelease, Inc. (DE)
        Safeway Select Gift Source, Inc. (DE)
        Safeway Southern California, Inc. and its subsidiaries: (DE)
            Safeway Stores 18, Inc. (DE)
            Safeway Stores 26, Inc. (DE)
            Safeway Stores 28, Inc. (DE)
            Safeway Stores 31, Inc. (DE)
            The Vons Companies, Inc. and its subsidiary: (MI)
                Vons Sherman Oaks, LLC (OR)
        Safeway Stores 42, Inc. (DE)
        Safeway Stores 43, Inc. (DE)
        Safeway Supply, Inc. and its subsidiaries: (DE)
            Consolidated Procurement Services, Inc. (DE)
            Safeway Stores 71, Inc. (DE)
            Safeway Stores 72, Inc. (DE)
            Safeway Stores 73, Inc. (DE)
            Safeway Stores 74, Inc. (DE)
            Safeway Stores 75, Inc. (DE)
            Safeway Stores 76, Inc. (DE)
            Safeway Stores 77, Inc. (DE)
        Safeway Trucking, Inc. (DE)
        Saturn Development I, Inc. (DE)
        Saturn Development LLC (DE)
        SRG, Inc. (DE)
        SSI – AK Holdings, Inc. and its subsidiary: (DE)
            Carr-Gottstein Foods Co. and its subsidiaries: (DE)
                AOL Express, Inc. (AK)
                APR Forwarders, Inc. (AK)
        Stoneridge Holdings, LLC and its subsidiary: (DE)
            Safeway Health Inc. (DE)
        Taylor Properties, Inc. (DE)
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM    

We consent to the incorporation by reference in Registration Statement No. 333-239520 on Form S-8 of our reports dated April 22, 2024, relating to the
consolidated financial statements of Albertsons Companies, Inc. and subsidiaries (the “Company”) and the effectiveness of the Company’s internal control over
financial reporting appearing in this Annual Report on Form 10-K for the 52 weeks ended February 24, 2024.

/s/ Deloitte & Touche LLP

Boise, Idaho
April 22, 2024
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                                                 Exhibit 31.1

Certification of the Principal Executive Officer pursuant

to Section 302 of the Sarbanes-Oxley Act of 2002

I, Vivek Sankaran, certify that:

1. I have reviewed this Annual Report on Form 10-K of Albertsons Companies, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting, which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: April 22, 2024 /s/ Vivek Sankaran
Vivek Sankaran
Chief Executive Officer and Director (Principal Executive Officer)
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Exhibit 31.2

Certification of the Principal Financial Officer pursuant

to Section 302 of the Sarbanes-Oxley Act of 2002

I, Sharon McCollam, certify that:

1. I have reviewed this Annual Report on Form 10-K of Albertsons Companies, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting, which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: April 22, 2024 /s/ Sharon McCollam
Sharon McCollam
President and Chief Financial Officer (Principal Financial Officer)

PX6153-142

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 536 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 537 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 538 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 539 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 540 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 541 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 542 of 620 * PUBLIC * 



PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 543 of 620 * PUBLIC * 



 
 
 
 

PX6166 
 

 
 

 
 

 
 

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 544 of 620 * PUBLIC * 



Copyright © 2020 The Nielsen Company. All rights reserved. 
TD Retail Channel + Sub-Channel Overview 

Rev. 1/2020 

Retail Trade Channel and Sub-Channel Overview 
Trade Channel Description  Sub-Channel 

Supermarket 
Grocery store with +$2MM/year ACV (FMI) 
• Includes all Supercenters
• Includes all chain and independent stores

• Conventional Supermarket

• Limited Assortment

• Natural/Gourmet Foods

• Supercenter

• Cash & Carry Warehouse

• Military Commissary

Superette Grocery store with $1MM-$2MM/year ACV • Superette

Convenience 
Store 

Small format store selling high convenience items such as 
beverages, snacks and tobacco plus limited grocery items 
including milk and bread (NACS) 
• May also sell gasoline and offer fast food services
• 500-1500 SKUs and 800-3000 Square Feet

• Conventional

• Military

• Gas Station/Kiosk

Drug 
Health and beauty care (HBC) retailer or 
independent pharmacy. 

• Conventional

• Rx Only & Small
Independent Drug

Mass, General 
Merchandiser, and 
Dollar Stores 

High-volume store with large selection of household goods, 
general merchandise and/or HBC, food and paper 
products. 

• Mass Merchandiser

• General Merchandiser

• Dollar Store

• Military Exchange

Wholesale Club 
Membership store offering a large variety of 
consumer products. 

• Conventional

Liquor Store 
Retailer catering to consumers whose primary destination 
is alcoholic beverages. 

• Super Store

• Conventional

• Military

• Wine Specialty

• Beer Specialty

Cigarette Outlets 
Retailer catering to consumers whose primary destination 
is the purchase of cigarette & e-cigarette products. 

• Conventional

• Vape Store

Category Killer 
Large format store dominating a specific category within 
the market. 

• Auto Aftermarket

• Beauty Care

• Books

• Computer Stores

• Consumer Electronics

• Craft/Hobby

• Department Store

• Discount Department Store

• Family Apparel

• Home Improvement

• Home/Bed/Bath

• Office Supplies

• Sporting Goods

• Farm and Feed

• Nutraceuticals
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Home About C&S Our Stores & Services Community & Sustainability Careers

News & Media Customer/Partner Login Contact Us

We are dedicated to feeding our communities, by providing value to our customers

through innovation and scale. One way we accomplish this is by o�ering customers

nutritious, delicious and a�ordable food through our competitive private brands.

Consumers are purchasing private brand products more than ever as they aim to shop

smart — and that’s what C&S is all about! We provide our retailers and their consumers,

high-quality products with the best possible value across a wide variety of categories

nationwide.

Best Yet®

Best Yet isn’t just a clever name. It has upheld its reputation for

greatness since 1893 by o�ering quality products that are

equivalent to national brands at competitive prices — along with a

Double Your Money Back Guarantee!

Our Product Assortment of sliced meats, cheeses and deli salads

are made from only high-quality ingredients, sure to turn any

occasion into a special event!

To learn more, please visit www.bestyet.com or follow us on

Facebook.
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That’s Smart!®

That’s Smart! is our brand for price-conscious shoppers looking for

everyday basics at great prices. From food, snacks to household

products — That’s Smart! o�ers budget-friendly shoppers the

items they need the most.

Piggly Wiggly®

Piggly Wiggly has been innovating since the early 1900s, back when

shoppers gave their orders to grocery store clerks, who then

gathered the goods from the store shelves for their customers.

Saunders wanted to provide a more e�cient option and had a wild

idea that would revolutionize the entire grocery industry — he

developed a way for shoppers to serve themselves and created

America’s �rst true self-service grocery store.

Though some modern consumers prefer the old way of doing

things, Piggly Wiggly remains a southern icon. The Piggly Wiggly

brand is known for matching the quality of national brands at a

lower price, averaging savings of 30 percent! Most importantly,

today’s Piggly Wiggly retailers know and understand their

customers and the communities where they live and work. We are

proud to license the Piggly Wiggly brand and provide retail services

to franchise owners across the Southeast.

6/13/24, 1:25 PM Private Brands | C&S Wholesale Grocers

https://www.cswg.com/services/private-label-brands/ 2/6

PX6262-002

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 554 of 620 * PUBLIC * 



IGA®

In addition to the exclusive brand portfolio, C&S Wholesale Grocers

is also a licensed distributor of the IGA label. This nationally known

brand o�ers local store owners the ability to supplement their

inventory to meet the needs of their speci�c communities —

because they know their neighbors best.

TopCare®

From �rst-aid to vitamin, over-the-counter drugs to beauty care,

TopCare has a�ordable products that are as e�ective as the

national brands, all in your favorite grocery store. Each product is

laboratory tested to guarantee its highest quality, so you can get

everything in one shopping trip and get home to focus on the

important things, like taking care of your family.

Simply Done™

Simply Done makes handling ordinary tasks and everyday messes

simple and easy, without disrupting the cadence of the day. That’s

because all Simply Done products have the same quality as the

national brand but are priced less.
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Full Circle™

You want better choices. The simpler the ingredients, the closer to

nature they are and the easier it is to choose what’s best for you

and your family. With Full Circle you know what you are getting. We

believe in keeping it real and a�ordable. And with more than 1,000

products on stores across the country, we are easy to �nd too.

Bringing you quality products that enhance the all-around

goodness of your life has been our passion for more than 10 years.

Culinary Tours™

We bring the world to your kitchen with carefully selected food,

inspired by �avors from across the globe or across the road. Every

product we share is connected to a culture, cuisine, recipe or story.

Join us and discover Culinary Tours!

Crav’n Flavor™

With amazing appetizers, mouthwatering pizzas and ice cream

novelties that tempt every palate, Crav’n Flavor helps satisfy

everyone’s cravings!
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Paws Premium®

Paws Premium has the same quality ingredients found in the

national brands so you can be sure he’s getting essential nutrients,

whether he’s chasing a ball or snuggling next to you. The price is

formulated to make you happy too. And to ensure your best bud

never gets bored, Paws o�ers a wide selection of toys and

accessories.

Pure Harmony®

We know that you want to take care of your furry family members

like you take care of yourself. Our high-quality pet food provides

options for grain free and meat, poultry or �sh as the �rst

ingredient. It is carefully blended with real, wholesome ingredients

from a variety of food groups. Pure Harmony whole plate nutrition

will let your pet thrive.

Tippy Toes®

Tippy Toes is designed to care for every inch of your baby, from the

very tips of their toes and up! It’s the brand parents can trust and

be con�dent that they are buying quality baby care products their

child deserves, at prices better than the national brands.
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Search Search

FRAUD ALERT: Recently, counterfeit checks purported to be issued by C&S Wholesale Grocers, LLC were

discovered to be in circula�on.  If you receive an unexpected check from C&S Wholesale Grocers, LLC please do

not cash it and contact C&S.  

Home | About C&S | Our Stores & Services | Community & Sustainability | Careers | News & Media |

Customer/Partner Login | Contact Us | Terms of Service & Privacy Policy

© 2024, C&S Wholesale Grocers, LLC
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Kroger and Albertsons Companies
Announce Comprehensive Divestiture
Plan with C&S Wholesale Grocers, LLC
in Connection with Proposed Merger

NEWS PROVIDED BY
The Kroger Co. 
Sep 08, 2023, 08:14 ET



Plan Marks Key Step in Merger Process

Both the Kroger and Albertsons Cos. Combination and the Divestiture Sale to C&S will Create Meaningful

and Measurable Benefits for Associates, Customers and Communities

Agreement with C&S Includes Sale of 413 Stores, 8 Distribution Centers,

2 Offices and 5 Private Label Brands Across 17 States and the District of Columbia

Extending a Well-Capitalized Competitor into New Geographies

Agreement Includes Sale of the QFC, Mariano's and Carrs Brand Names and the Exclusive Licensing

Rights to the Albertsons Brand Name in Arizona, California, Colorado and Wyoming
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C&S, an Industry Leader in Wholesale Grocery Supply and One of the Largest

Privately Held Companies in the United States, Brings 104 Years of Food Industry Experience

and a Track Record as a Successful Grocery Retailer 

C&S Agrees to Maintain Collective Bargaining Agreements, Securing the Future of Union Jobs

Merger Remains on Track to Close in Early 2024,

Subject to Regulatory Clearance and Other Closing Conditions

CINCINNATI and BOISE, Idaho, Sept. 8, 2023 /PRNewswire/ -- The Kroger Co. (NYSE: KR) and Albertsons

Companies Inc. (NYSE: ACI) announced today that they have entered a de�nitive agreement with C&S

Wholesale Grocers, LLC for the sale of select stores, banners, distribution centers, o�ces and private label

brands in connection with their proposed merger previously announced on October 14, 2022.

The proposed merger will create meaningful and measurable bene�ts for America's consumers, Kroger

and Albertsons associates, and communities that both Kroger and Albertsons serve by expanding access

to fresh, a�ordable food and establishing a more compelling alternative to large, non-union retailers. This

comprehensive divestiture plan marks a key next step toward the completion of the merger by extending a

well-capitalized competitor into new geographies. The divestiture plan ensures no stores will close as a

result of the merger and that all frontline associates will remain employed, all existing collective bargaining

agreements will continue, and associates will continue to receive industry-leading health care and pension

bene�ts alongside bargained-for wages.

C&S is an industry leader in wholesale grocery supply and supply chain solutions, with a strong track

record as a successful grocery retailer. Founded in 1918 as a supplier to independent grocery stores, C&S

services customers of all sizes, supplying more than 7,500 independent supermarkets, retail chain stores

and military bases. Grounded in its commitment to feeding families across America, C&S currently operates

Grand Union grocery stores and Piggly Wiggly  franchise and corporate-owned stores in the Midwest and

Carolinas. C&S is deeply invested in the communities where it operates, and this retail expansion will

continue its long-standing mission to keep communities fed. Through its wholesale and retail operations,

C&S purchases more than 100,000 products, giving it the ability to provide customers with the best product

selection and pricing available. In addition to its franchise and corporate owned supermarkets, C&S

provides end-to-end wholesale, supply and marketing services to its retailer customers. C&S also brings

experience with the merger process, having been an FTC-approved divestiture buyer in prior grocery

®
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transactions with a strong track record of successfully transitioning union employees and their associated

collective bargaining agreements. In anticipation of the agreement, C&S's 1918 Winter Street Partners retail

holding company has been established to ensure a seamless closing process. C&S's depth of industry

knowledge, �nancial strength and commitment to growing its associates' careers makes it the right �t to

ensure the divested stores, distribution centers and o�ces grow and thrive for years to come.

"Following the announcement of our proposed merger with Albertsons Cos., we embarked on a robust and

thoughtful process to identify a well-capitalized buyer who will operate as a �erce competitor and ensure

divested stores and their associates will continue serving their communities in the ways they do today. C&S

achieves all these objectives," said Rodney McMullen, chairman and CEO of The Kroger Co. "C&S is led by

an experienced management team with an extensive background in food retail and distribution and has the

�nancial strength to continue investing in associates and the business for the long run. Importantly in our

agreement, C&S commits to honoring all collective bargaining agreements which include industry-leading

bene�ts, retaining frontline associates and further investing for growth."

McMullen continued, "We appreciate our incredible associates who support and serve our customers and

communities, and who help both of our companies succeed. C&S will o�er exciting opportunities for

associates to advance their careers – from frontline associates and store leaders to merchants and other

professionals. We are con�dent the associates joining the C&S family will have an amazing opportunity to

continue to build a thriving career in the food industry in one of the largest private companies in our

country. C&S's strong operational focus and �nancial resources, along with a comprehensive operational

infrastructure included as part of the divestiture agreement, will position it to successfully operate and

continue to grow these iconic brands for years to come. C&S is a values-driven organization that is

committed to ending hunger while creating healthier communities – now and for future generations."

The divestiture plan ful�lls the commitments Kroger and Albertsons Cos. set out in their original merger

agreement in October 2022 with regard to divesting stores, including:

Extending a competitor to new geographies through the sale of stores to a well-capitalized buyer that

is led by seasoned operators with a strong balance sheet and a sound business plan;

Ensuring that no stores will close as a result of the merger;

Maintaining all current collective bargaining agreements, which include industry-leading healthcare

and pension bene�ts, bargained-for wages, and ensuring frontline associates remain employed; and

Committing to invest in associates and stores for the long term. 

PX6287-003

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 562 of 620 * PUBLIC * 



Kroger took several steps to ensure a thoughtful and comprehensive divestiture plan. The terms of the plan

support C&S's ability to operate divested stores e�ectively and e�ciently by providing:

Strong teams, with deep industry expertise and the ability to operate at scale, and to drive growth

and operational advancements in the divested business;

A cohesive set of stores in each geography supported by two regional headquarters as well as

banners, and private label brands with strong consumer recognition that will provide C&S with an

established base on which to grow its store network; and

A robust operational infrastructure, including distribution centers and o�ces to support both the

immediate and long-term success of the divested business.

"I have long respected C&S and its leadership team," said Vivek Sankaran, CEO of Albertsons Companies.

"I am thrilled that C&S's outstanding capabilities and �nancial strength will ensure these divestiture stores

can continue to grow and serve their communities as they do today. Most importantly, they have made a

clear commitment to continuing to invest in and care for associates, including by honoring all collective

bargaining agreements currently in place. I echo Rodney's con�dence in the bright future ahead for the

associates joining the C&S team."

"We look forward to welcoming thousands of new associates to the C&S family and providing them the

opportunity to build long and successful careers," said Eric Winn, Chief Operating O�cer and designated

Chief Executive O�cer (e�ective October 2) of C&S Wholesale Grocers. "As a leader in the grocery

industry, we have a strong heritage of value and customer service that is enabled by a deep commitment

to our consumers, employees and communities. Today's announcement is another exciting opportunity for

C&S to further expand into the retail market, which is an important component of our growth and future

success. We look forward to providing a superior shopping experience that delivers both quality and value

to our customers."

Transaction Details

The divestiture transaction includes 413 stores, along with QFC, Mariano's and Carrs brand names. Stores

currently under these banners that are retained by Kroger will be re-bannered into one of the retained

Kroger or Albertsons Cos. banners following the close of the transaction. In the four states where C&S will

have the license to the Albertsons banner, Kroger will re-banner the retained stores following the close of
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the merger with Albertsons Cos. Kroger will maintain the Albertsons banner in the remaining states. In

addition, Kroger will divest the Debi Lilly Design, Primo Taglio, Open Nature, ReadyMeals and Waterfront

Bistro private label brands. 

The number of stores contained in the divestiture plan by geography is as follows:

WA: 104 Albertsons Cos. and Kroger stores

CA: 66 Albertsons Cos. and Kroger stores

CO: 52 Albertsons Cos. stores

OR: 49 Albertsons Cos. and Kroger stores

TX/LA: 28 Albertsons Cos. stores

AZ: 24 Albertsons Cos. stores

NV: 15 Albertsons Cos. stores

IL: 14 Kroger stores

AK: 14 Albertsons Cos. stores

ID: 13 Albertsons Cos. stores

NM: 12 Albertsons Cos. stores

MT/UT/WY: 12 Albertsons Cos. stores

DC/MD/VA: 10 Harris Teeter stores

The above stores (regardless of banner) will be divested by Kroger following the closing of the merger with

Albertsons Cos.

Additional Terms of the Transaction

The de�nitive purchase agreement has customary representations and warranties and covenants of a

transaction of its type. The transaction also provides a comprehensive operational infrastructure including

eight distribution centers, two o�ces, �ve private label brands, and expert district, division and functional

associates, to ensure C&S can continue to operate the divested stores competitively and cohesively with

no disruption to the associate or customer experience. All fuel centers and pharmacies associated with the

divested stores will remain with the stores and continue to operate.
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Subject to ful�llment of customary closing conditions, including FTC and other governmental clearance,

and the completion of the Kroger-Albertsons merger, C&S will pay Kroger an all-cash consideration of

approximately $1.9 billion, including customary adjustments.

Prior to the closing, Kroger may, in connection with securing FTC and other governmental clearance,

require C&S to purchase up to an additional 237 stores in certain geographies. If additional stores are

added to the transaction, C&S will pay to Kroger additional cash consideration based upon an agreed upon

formula.

As a result of the comprehensive divestiture plan announced with C&S, Kroger has exercised its right under

the merger agreement to sell what would have been the SpinCo business to C&S. Consequently, the spin-

o� previously contemplated by Kroger and Albertsons Cos. is no longer a requirement under the merger

agreement and will no longer be pursued by Kroger and Albertsons Cos.

Merger creates meaningful bene�ts for customers, associates and communities

The divestiture plan is another key step toward the completion of the proposed merger between Kroger

and Albertsons Companies. The combination will bring together two complementary companies and create

meaningful and measurable bene�ts for customers, associates and communities. The combination will

advance Kroger's Leading with Fresh, Accelerating with Digital strategy, which is grounded in Fresh, Our

Brands, personalization and seamless. By doing so, the combined company will continue to invest in

improving the customer experience and serving more communities across the country with fresh,

a�ordable food. With a family of well-known, trusted brands, the combined company will o�er customers

lower prices and more choices for the fresh foods customers need, want and love – all with a seamless,

omnichannel shopping experience.

The combination will allow Kroger and Albertsons Cos. to unlock signi�cant bene�ts, including:
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Advancing a Brighter Future for Our Associates. The combined company will bene�t associates

seeking to grow their careers. Kroger added more than 100,000 good-paying union jobs since 2012,

and it anticipates continuing on this trajectory. The retailer committed to investing $1 billion in

improving associates' wages and comprehensive bene�ts post close. This commitment builds on the

$1.9 billion in incremental investments Kroger made in wages and comprehensive bene�ts since

2018. The combined company has also committed to providing associates with programs aimed at

continuing education and �nancial literacy following the completion of the merger. The combination

will create a compelling alternative to large, non-union competitors.

Serving More of America with Fresh, High-Quality and A�ordable Food. Kroger built its business

model on a foundation of bringing customers lower prices and more choices for the foods their

families need to thrive. The retailer committed to investing $500 million beginning day one post close

to reduce prices for customers in stores across the U.S. An incremental $1.3 billion will also be

invested to enhance the customer experience. The combination advances Kroger's work to make its

products more a�ordable and accessible to more families, ultimately supporting a food system that

will feed people across the U.S. for years to come.

Driving Meaningful Improvements Where It Matters Most. The combination will create more

opportunities to invest in communities across America as the company continues its journey to

eliminate hunger and food waste. In June 2023, Kroger announced its commitment to donate 10

billion meals as a combined company upon completion of the proposed merger to families across the

country by 2030. Putting this commitment into context, ten billion meals are enough to feed every

person in the cities of Seattle, Denver, Chicago and Boston every meal, every day, for nearly two

years. As a result of a strategic focus on donating surplus fresh food and charitable giving, the

combined company will accelerate its ability to feed its neighbors and reduce waste, especially food

waste.

The merger remains on track to close in early 2024, subject to the receipt of required regulatory clearance

and other customary closing conditions, including receipt of clearance under the Hart-Scott-Rodino

Antitrust Improvements Act of 1976. Kroger and Albertsons Cos. remain committed to working

cooperatively with the regulators and all other interested parties to complete the transaction and unlock

the many bene�ts it o�ers.

Read more about the combined company's commitment to customers, associates and communities at

www.krogeralbertsons.com 
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Kroger Second Quarter 2023 Earnings Results and Conference Call

In a separate press release issued today, Kroger reported its second quarter 2023 results.

Kroger's quarterly conference call with investors will be broadcast as scheduled at 10 a.m. (ET) on

September 8, 2023 at ir.kroger.com. An on-demand replay of the webcast will be available at approximately

1 p.m. (ET) on Friday, September 8, 2023.

Advisors

Citi and Wells Fargo Securities, LLC are serving as �nancial advisors and Weil, Gotshal & Manges LLP and

Arnold & Porter Kaye Scholer LLP are serving as legal counsel to Kroger.

Goldman Sachs & Co. LLC and Credit Suisse are serving as �nancial advisors and Jenner & Block LLP is

serving as corporate legal counsel and White & Case LLP and Debevoise & Plimpton LLP are serving as

antitrust legal counsel to Albertsons Cos.

About Kroger

At The Kroger Co. (NYSE: KR), we are dedicated to our Purpose: To Feed the Human Spirit™. We are, across

our family of companies nearly half a million associates who serve over 11 million customers daily through a

seamless digital shopping experience and retail food stores under a variety of banner names, serving

America through food inspiration and uplift, and creating #ZeroHungerZeroWaste communities by 2025. To

learn more about us, visit our newsroom and investor relations site.

About Albertsons Companies, Inc. 

Albertsons Companies is a leading food and drug retailer in the United States. As of June 17, 2023, the

Company operated 2,272 retail food and drug stores with 1,726 pharmacies, 401 associated fuel centers,

22 dedicated distribution centers and 19 manufacturing facilities. The Company operates stores across 34

states and the District of Columbia with 24 banners including Albertsons, Safeway, Vons, Jewel-Osco,

Shaw's, Acme, Tom Thumb, Randalls, United Supermarkets, Pavilions, Star Market, Haggen, Carrs, Kings

Food Markets and Balducci's Food Lovers Market. The Company is committed to helping people across the

country live better lives by making a meaningful di�erence, neighborhood by neighborhood. In 2022,

along with the Albertsons Companies Foundation, the Company contributed more than $200 million in

food and �nancial support, including more than $40 million through our Nourishing Neighbors Program to

ensure those living in our communities and those impacted by disasters have enough to eat.
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About C&S Wholesale Grocers, LLC

C&S Wholesale Grocers, LLC is an industry leader in supply chain solutions and wholesale grocery supply

in the United States. Founded in 1918 as a supplier to independent grocery stores, C&S now services

customers of all sizes, supplying more than 7,500 independent supermarkets, chain stores, military bases

and institutions with over 100,000 di�erent products. We are an engaged corporate citizen, supporting

causes that positively impact our communities. To learn more, please visit www.cswg.com.  

This press release contains certain statements that constitute "forward-looking statements" within the

meaning of federal securities laws, including statements regarding the e�ects of the proposed transaction

and divestiture plan. These statements are based on the assumptions and beliefs of Kroger and Albertsons

Cos. management in light of the information currently available to them. Such statements are indicated by

words or phrases such as "accelerate," "anticipates," "create," "committed," "con�dent," "continue," "deliver,"

"driving," "expect," "future," "guidance," "positioned," "strategy," "target," "synergies," "trends," and "will."

Various uncertainties and other factors could cause actual results to di�er materially from those contained

in the forward-looking statements. These include the speci�c risk factors identi�ed in "Risk Factors" in each

of Kroger's and Albertsons Cos.' annual report on Form 10-K for the last �scal year and any subsequent

�lings, as well as the following: the expected timing and likelihood of completion of the proposed

transaction and divestiture plan, including the timing, receipt and terms and conditions of any required

governmental and regulatory clearance of the proposed transaction and divestiture plan; the impact of the

proposed divestiture plan; the occurrence of any event, change or other circumstances that could give rise

to the termination of the merger agreement or divestiture agreement; the outcome of any legal

proceedings that may be instituted against the parties and others following announcement of the merger

agreement and proposed transaction or divestiture plan; the inability to consummate the proposed

transaction or divestiture plan due to the failure to satisfy other conditions to complete the proposed

transaction or divestiture plan; risks that the proposed transaction disrupts current plans and operations of

Kroger and Albertsons Cos.; the ability to identify and recognize the anticipated bene�ts of the proposed

transaction, including expectations and synergies; the amount of the costs, fees, expenses and charges

related to the proposed transaction or divestiture plan; and the ability of Kroger and Albertsons Cos. to

successfully integrate their businesses and related operations; the ability of Kroger to maintain an

investment grade credit rating; risks related to the potential impact of general economic, political and

market factors on the companies or the proposed transaction. The ability of Kroger and Albertsons Cos. to

achieve the goals for the proposed transaction may also be a�ected by their ability to manage the factors

identi�ed above.
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The forward-looking statements by Kroger and Albertsons Cos. included in this press release speak only as

of the date the statements were made. Neither Kroger nor Albertsons Cos. assumes the obligation to

update the information contained herein unless required by applicable law. Please refer to the reports and

�lings of Kroger and Albertsons Cos. with the Securities and Exchange Commission for a further discussion

of the risks and uncertainties that a�ect them and their respective businesses.

SOURCE The Kroger Co.
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C&S Wholesale Grocers is bringing back a
venerable name from the supermarket industry’s past: Grand Union.

With the closing of the Price Chopper/Market 32 and Tops Friendly Markets merger, Keene,
N.H.-based C&S said Tuesday that it plans to buy 12 Tops supermarkets and convert them
to Grand Union grocery stores. Financial terms of the deal weren’t disclosed. The locations,
11 in New York and one in Vermont, will be run by C&S affiliate GU Markets LLC.

Related: C&S Wholesale Grocers to acquire Piggly Wiggly Midwest

“The Grand Union stores will offer competitive prices on a wide variety of fresh foods and
an extensive assortment of brand name groceries, as well as our signature private brands,”
C&S Wholesale Grocers CEO Bob Palmer said in a statement. “Each store will contain
localized assortments to meet their shoppers’ needs. We are very excited to bring this iconic
supermarket back to the communities it has fed for generations and continue our legacy of
braggingly happy customers.”

C&S obtained the rights to the Grand Union banner through GU Holdings, an affiliate
formed in 2001 to acquire 185 Grand Union stores. After a series of management changes
and Chapter 11 filings between 1995 and 2000, Wayne, N.J.-based Grand Union Co. had
opted to liquidate its assets, auctioning off most of its approximately 200 stores to its
distributor C&S, which in turn sold the majority of those locations to buyers including
Ahold USA, Shaw’s Supermarkets, Delhaize America and Pathmark Stores. Tops, then part
of Ahold USA, added 22 of the Grand Union stores.

Related: Ex-Stop & Shop chief Mark McGowan joins C&S Wholesale Grocers

C&S will rebanner the acquired Tops stores with an
updated Grand Union logo.

In 2005, C&S acquired 12 Tops stores in New York
and in 2006 reopened them as Grand Union
locations, the banner that the supermarkets held

when they were sold to Tops. Then in 2012, Tops acquired 21 supermarkets in upstate New
York and Vermont — mostly under the Grand Union banner — from C&S affiliate GU
Family Markets and finished converting them to Tops stores in 2013.

C&S said Tuesday that the new Grand Union stores
being added from the Price Chopper/Tops
agreement will be located in Cooperstown, Cortland, Norwich, Owego, Peru, Rome, Saranac
Lake, Sherrill, Warrensburg and Watertown (two locations), N.Y., and in Rutland, Vt.

Plans call for the transaction to close in the coming weeks and grand reopenings for the
Grand Union stores to be held from mid-January to mid-February 2022, C&S reported. The

6/14/24, 5:36 PM C&S Wholesale paves the way for Grand Union redux | Supermarket News

https://www.supermarketnews.com/retail-financial/cs-wholesale-paves-way-grand-union-redux 2/3
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From an online perspective, consumers continue to leverage the convenience that click-and-collect and 

home delivery provide, turning the traditional brick-and-mortar retail relationship into an increasingly

digital experience. We commend Kroger for adapting to digital ordering trends by introducing in-store 

pickup options and partnering with Ocado to build out an e-commerce fulfillment system, though we 

think its aspirations to satisfy customer ’ s evolving purchasing habits are met with unfavorable unit 

economics associated with online fulfillment of grocery items that are already selling at thin margins.

Bulls Say Noah Rohr, Equity Analyst, 26 Mar 2024 

u Kroger ’ s loyalty membership program allows the firm to personalize its promotional activity, driving 

traffic to its stores. 

u With a number-one or -two standing in most of its major markets, Kroger ’ s 2,700 stores are well 

ingrained in communities across the US, which should prompt recurring foot traffic. 

u Consumer demand for groceries tends to be very stable year to year, which helps deter wide swings in 

supply and demand.

Bears Say Noah Rohr, Equity Analyst, 26 Mar 2024 

u The unit economics of digital order fulfillment are less favorable than traditional brick-and-mortar 

shopping and are likely to weigh on Kroger ’ s margins.

u Kroger operates in a highly competitive industry and is likely to face perpetual price pressure from larger 

peers like Walmart and Costco.

u The grocery industry is mature, leaving little room for Kroger to expand its physical footprint.

Economic Moat Noah Rohr, Equity Analyst, 26 Mar 2024 

We are downgrading our moat rating for Kroger to none from narrow, as we no longer believe the 

grocery store giant has a durable competitive edge. Kroger faces stiff price competition from a wide 

array of retail peers that make it difficult to carve out a structural cost advantage, in our view. 

Furthermore, while consumer loyalty to a given supermarket banner often drives repeat foot traffic, we 

think there are too many alternative shopping destinations for Kroger and its portfolio of banners to earn 

a brand-driven intangible asset.

Kroger's status as one of the nation's leading grocers appears enviable at first glance, but we believe 

the firm faces strong competition from low-price retailers such as wide-moat Walmart (and Sam's Club), 

wide-moat Costco, and other hard discounters. For one, we don't believe Kroger has a differentiated 

operating model that would allow it to consistently price below competitors. For instance, Costco and 

Aldi save costs by selling a limited assortment of stock-keeping units in high volumes (around 4,000 and 

1,500 SKUs per store, respectively), whereas Kroger sells a wide array of about 80,000 SKUs per store, 

about on par with no-moat Target. Furthermore, we don't think the firm benefits from product category 

diversification to the same degree as retailers such as Target and Walmart that would allow it to

Sector Industry 

s Consumer Defensive Grocery Stores

Business Description 

Kroger is the leading U.S. grocer, with 2,719 

supermarkets operating under several banners 

throughout the country at the end of fiscal 2022. Around 

83% of stores have pharmacies, while nearly 60% also 

sell fuel. The company also operates roughly 120 fine 

jewelry stores. Kroger features a leading private-label 

offering and manufactures around 30% of its own-brand 

units (and more than 40% of its grocery own-label 

assortment) itself in 33 food production plants 

nationwide. Kroger is a top-two grocer in most of its 

major markets (as of early 2021, according to company 

data). Virtually all of Kroger's sales come from the United 

States. Kroger has offered to acquire Albertsons in a $25 

billion deal; if the transaction is approved by regulators, 

it should close in 2024. 
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market areas (77%), which we believe eliminates any contention that Kroger's stores benefit from a 

location advantage (we don't think this has changed much in the last 18 years). We think the company's 

long-term downward trend in operating margin is indicative of the intense competitive landscape, as 

adjusted operating margin has declined from about 5.0% in fiscal 2000 to 3.3% in fiscal 2022.

Regarding supermarkets more specifically, despite Kroger's vast footprint and its leading 14% market 

share of the domestic supermarket industry (per Euromonitor), we don't think national scale alone 

provides Kroger with a defensible moat. Kroger's immense size does have benefits, such as the ability to 

leverage supplier relationships and spread advertising costs across a larger sales base. However, in our 

view, competitive advantages for supermarkets are locally determined, and we do not believe a 

supermarket's moat is augmented by simply expanding its store base. To illustrate this point, we do not 

see evidence that Kroger, with a 10-year average EBIT per square foot of $20.50 and average EBIT 

margin of about 3.0%, operates more efficiently on a pure store-level or margin basis than smaller 

supermarket peers such as Weis Markets ($11.70, 3.1%), Ingles Markets ($16.90, 4.3%), Village Super 

Market ($26.80, 2.2%), and Publix ($55.50, 8.1%). As such, we think local operators can adequately 

compete with larger chains in particular geographic areas despite not having pronounced national 

scale.

We also don't think Kroger's deep set of transaction and customer data is suggestive of an intangible 

asset-based moat, though it does benefit the company in some areas. For instance, we believe Kroger's 

ability to position and price its private-label products in a way that's complementary to national brands 

is aided by its data. While we look favorably on Kroger's private-label offerings, as margins typically land 

600-800 basis points ahead of nationally branded sales, we don't think the company's private brands, 

which constitute about 27% of retail sales excluding fuel, are a source of significant differentiation 

relative to rivals like Walmart (20% private-label penetration), Target (33%), or Costco (27%).

The company's loyalty member base allows it to personalize promotions and entice recurring foot traffic, 

evidenced by the fact that over 90% of transaction volume is tied to Kroger's loyalty card. Still, we don't 

think Kroger's data or loyalty/reward benefits give it an inordinate advantage over peers. For one, 

Kroger's membership program is free; thus, shoppers are not making an active decision to divert a 

majority of their wallet to Kroger's portfolio of supermarkets (as they would at Costco or Sam's Club). 

Also, competing retailers offer free rewards programs that are similar to Kroger's. Target touts having 

100 million members signed up for its free Target Circle membership, where members earn 1% cash 

back on purchases and other benefits. As such, we do not view Kroger's data and loyalty program as 

differentiated enough to prompt a competitive edge.

Kroger operates fuel stations (about 10% of sales) at about 60% of its supermarkets, designed to drive 

store traffic as the retailer offers fuel rewards through its loyalty program. While we like Kroger's efforts
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to drive recurring traffic, we don't think its fuel business is differentiated enough to result in a structural 

competitive edge. For example, Albertsons and Meijer offer fuel rewards programs similar to Kroger's at 

their own supermarkets, and Walmart+ members receive fuel savings at 13,000 gas stations across the 

country. As such, we think Kroger's fuel business and fuel rewards are replicable by competing retailers.

As it pertains to e-commerce, we think Kroger is in a difficult position to balance profitable unit 

economics with customer satisfaction. Kroger has stayed on top of digital ordering trends in recent 

years by developing its omnichannel capabilities (digital sales are around $12 billion) that comprise in- 

store pickup at over 2,200 locations and home delivery. The firm has also rolled out a handful of 

automated fulfillment centers with Ocado to fill online grocery orders, though it has recently hinted at 

slowing the pace of expansion. However, the grocery industry's low margins make it difficult to add 

fulfillment costs without turning unit economics negative, and Kroger is no exception, in our view. We 

think Kroger's online investments are necessary to meet the evolving purchasing habits of consumers 

but are a net negative for the retailer, as larger firms like Walmart can better absorb the added 

fulfillment costs. We do think Kroger is at least partially insulated from digital threats, given that the 

majority of grocery spending is still done in brick-and-mortar stores (about 90%, per Euromonitor).

Fair Value and Profit Drivers Noah Rohr, Equity Analyst, 26 Mar 2024 

We are raising our fair value estimate to $55 per share from $53, despite the negative effects of our 

moat rating downgrade to none from narrow. While we don ’ t believe Kroger has a durable competitive 

edge over lower-priced peers and view future margin compression as likely (we model a 2.8% midcycle 

operating margin versus 2.9% previously), we still think the firm benefits from stable end-market 

demand and thus think Kroger is capable of expanding its top line at a low-single-digit pace. Our lower 

margin outlook is offset by our slightly lower capital expenditure forecast (2.3% of sales versus 2.5% 

previously) as we credit Kroger ’ s early investments in digital fulfillment, thus prompting modestly higher 

free cash flow over our 10-year forecast. Our fair value estimate implies a forward fiscal 2024 price/ 

earnings multiple of about 12 times and enterprise value/EBITDA of about 6.5 times.

Despite navigating a competitive landscape, Kroger benefits from demand stability as grocery spending 

is nondiscretionary in nature, with nominal food-at-home spending per capita (which we estimate was 

around $3,200 in 2023) typically increasing at a low-single-digit annual pace. As such, we think Kroger 

can increase comparable-store sales (excluding fuel) at a rate roughly equivalent to the sum of our 

expectations for annual US population growth (which we peg around 50 basis points) and food price 

inflation (which we estimate to be about 200 basis points longer term), or about 2.5%. Our comp growth 

forecast is a stark contrast to the firm ’ s five-year average growth of 4.6%, though we attribute the bulk 

of Kroger ’ s recent top-line expansion to outsize food inflation; per the Bureau of Labor Statistics, food 

prices at the end of 2023 were 25% ahead of 2019 levels. In contrast, we estimate food-at-home prices 

during 2001-19 expanded at a compound annual growth rate of about 2.0%, consistent with our long-
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term outlook.

While we think Kroger can expand its top line at a pace roughly commensurate with overall grocery 

spending, we think it will suffer modest margin degradation amid intense price competition. Its 

operating margin was in a downward trend for about two decades before the pandemic (from about 

5.0% in the early 2000s to around 2.4% in 2019) as the company grappled with the disruptive expansion 

of low-price retail outlets, most notably supercenters (Walmart) and warehouse clubs (Costco and Sam ’ s 

Club). Kroger ’ s aggressive digital pursuit and the added costs associated with online order fulfillment 

added to margin headwinds in the late 2010s. However, strong top-line growth over the past four years 

and scale benefits from continued growth of its online business helped reverse the downward margin 

trajectory thanks to leveraging operating, general, and administrative expenses. We estimate OG&A 

expenses excluding fuel were just under 19% of sales in fiscal 2023, a nearly 100-basis-point 

improvement compared with 2019. We calculate Kroger ’ s fiscal 2023 adjusted operating margin of 3.3% 

also was nearly 100 basis points ahead of the 2.4% in 2019. While we are impressed by Kroger ’ s recent 

operating results and profit expansion (adjusted earnings per share have more than doubled since 2019 

to $4.80 in fiscal 2023), we expect operating margin to be pressured in the near term before reaching 

our 2.8% midcycle forecast. Without a resounding low-price value proposition compared with larger 

peers or a differentiated shopping experience, we expect Kroger to resort to promotional discounting in 

order to drive foot traffic, weighing on gross margin. We think Kroger ’ s ability to improve store and 

supply chain productivity will help to partially offset wage pressures, as we forecast OG&A expenses per 

store to grow at low-single-digit pace (slightly ahead of 2.0% annually) over our 10-year explicit forecast.

We expect Kroger to allocate around $3.5 billion-$4.0 billion annually for in-store remodels and 

continued development of its digital capabilities, equating to an average of about $1.4 million in capital 

expenditures per store. We do not forecast future store growth as we believe the industry is mature and 

opportunities for Kroger to expand its footprint are minimal.

Risk and Uncertainty Noah Rohr, Equity Analyst, 26 Mar 2024 

We are upgrading our Morningstar Uncertainty Rating for Kroger to Low from Medium. Kroger benefits 

from stability in end-market demand as food-at-home spending per capita tends to increase at a low- 

single-digit percentage annually, with growth averaging about 3% over the past two decades. The 

nondiscretionary nature of grocery spending and the industry ’ s slow growth trajectory make it relatively 

seamless for Kroger to forecast consumption trends compared with retailers selling discretionary or hard 

goods.

However, grocery retailing is a highly competitive industry, and Kroger faces ample competition from 

lower-priced peers. With a vast assortment of food retailers for consumers to choose from and a virtual 

absence of switching costs, we think Kroger is susceptible to deteriorating margins as low-price peers
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attempt to take market share in a mature industry via promotional discounting. This dynamic is already 

evidenced by Kroger ’ s two-decade-long downward trend in operating margin, from about 5% in the 

early 2000s to about 3% today.

Growing digital competition from the likes of Walmart and wide-moat Amazon also poses a threat to 

Kroger, as we believe the unit economics of in-store pickup and home delivery are less favorable than 

traditional brick-and-mortar shopping. We credit Kroger for addressing consumers ’ evolving purchasing 

habits by prioritizing growth in digital ordering and for establishing a partnership with Ocado to build 

automated fulfillment centers, but we think building a durable online fulfillment business requires 

significant fixed costs and thus scale before turning profitable.

We don ’ t think Kroger suffers from material environmental, social, and governance risks. The most 

prevalent concerns relate to a possible data breach, food safety issues associated with its private-label 

offering, and degradation in relationships with its more than 400,000 employees.

Capital Allocation Noah Rohr, Equity Analyst, 26 Mar 2024 

We assign Kroger an Exemplary Morningstar Capital Allocation Rating due to its balance sheet health, 

lucrative investments to reduce costs and improve productivity, and favorable shareholder distributions.

We believe Kroger has an enviable balance sheet, as its $12 billion in long-term debt and finance lease 

obligations as of year-end fiscal 2023 appears very manageable. We estimate net debt/adjusted EBITDA 

stands at a conservative 1.3 times, and an interest coverage ratio of 11 times (averaging 7 times since 

Rodney McMullen took the helm in 2014) provides ample financial flexibility, in our view. Additionally, 

Kroger sells high-frequency grocery products while enjoying prolonged payable terms with its suppliers, 

keeping working capital highly liquid. With minimal working capital outlays and steady growth in per 

capita grocery spending, the company is able to consistently generate positive free cash flow, which we 

don ’ t expect to change.

From an investment perspective, we believe McMullen and the remainder of Kroger ’ s executive team 

have diligently responded to changes in consumers ’ buying habits in recent years. Despite our negative 

view of the unit economics behind online grocery fulfillment, we commend Kroger for establishing a 

partnership with Ocado in 2018 to build out automated fulfillment centers, as we believe the firm 

needed to adapt to changes in purchasing preferences. We also look favorably upon Kroger ’ s 

aspirations to build out its in-store pickup options (available at more than 2,200 stores), which we think 

offers more favorable unit economics than home delivery while still engaging customers at the store 

level.

Furthermore, we commend Kroger for continued investments in growing and innovating its private-label 

business, which constitutes about $30 billion in annual sales (around one fourth of fresh and
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nonperishable food sales). The firm consistently brings new products and brands to market, and we 

estimate private-label margins typically land around 600-800 basis points ahead of Kroger ’ s margin on 

nationally branded product sales. We also think Kroger ’ s strong private-label portfolio augments its 

negotiating power with suppliers and allows it to strategically position its products in a way that 

complements its nationally branded product assortment.

Kroger has relentlessly focused on reducing costs and driving productivity improvements throughout its 

stores and across its supply chain. Management said Kroger has enjoyed six consecutive years (dating 

back to fiscal 2018) of delivering $1 billion in annual cost savings, which collectively stem from 

leveraging data to improve in-store and supply chain processes and gaining expertise required to lower 

the cost of omnichannel fulfillment. Given the competitive retail backdrop, we think Kroger ’ s 

investments in productivity (average capital expenditure per store since 2014 has exceeded $1 million) 

are essential to stay price-competitive with larger retail peers.

Kroger ’ s record of shareholder distributions appears appropriate. The retailer has allocated about $12 

billion cumulatively toward share repurchases since 2014 (about 25% of cumulative cash from 

operations), helping to drive over a 25% reduction in shares outstanding. We were impressed by 

management ’ s decision to allocate the proceeds from the sale of its convenience stores in 2018 to fund 

an accelerated share-repurchase program at a price of about $26 per share (below our fair value 

estimate of about $30 at the time) following a steep decline in the stock price. The firm also offers a 

modest annual dividend, with a payout ratio that typically lands in the 20%-25% range. We expect the 

retailer to continue distributing excess cash to shareholders via both repurchases and dividends.

Analyst Notes Archive

Kroger Earnings: Promotions Help Drive Traffic Gains While Margins Prove Resilient Noah Rohr, 

Equity Analyst, 7 Mar 2024 

As we expected, narrow-moat Kroger adequately navigated disinflationary headwinds and value- 

seeking consumers in its fiscal fourth quarter. Identical sales (excluding fuel and effects of the 

terminated Express Scripts agreement) expanded 0.1% after lapping a difficult 6% prior-year 

comparison. Management said traffic increased as promotions lured consumers back to its stores, and it 

reaffirmed its commitment to volume growth in fiscal 2024. While top-line results did not come as a 

surprise to us — full-year identical sales growth of 2.3% was in line with management ’ s guidance of 

2.1%-2.5% — full-year adjusted earnings per share of $4.76 outpaced our $4.52 forecast as margins 

proved resilient amid favorable private-label penetration and lower supply chain costs.

We ’ ve been impressed by Kroger ’ s ability to respond to price competition, and we do not think its 

attempted acquisition of Albertsons would change its competitive standing. However, we do not expect 

an abatement in competitive forces in the cutthroat grocery industry, and we think Kroger may need to
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rely on continued promotional activity to drive traffic in the following quarters. The results appeared to 

assuage investors ’ concerns about how Kroger's margins and profits would withstand a weaker sales 

environment, with the stock rallying over 9% on the day of the earnings release. Still, we do not plan to 

alter our $53 fair value estimate materially. We view the shares as a touch rich, particularly against a 

weak consumer spending backdrop.

In our view, management ’ s fiscal 2024 identical sales growth outlook of 0.25%-1.75% (which trails the 

10-year prepandemic average of about 3%) seems to reflect these impending headwinds. Also, we think 

persistent food inflation — the US Department of Agriculture forecasts food-at-home prices to rise 1.6% 

in 2024 but cites a wide prediction interval from negative 1.8% to 5.3% — and consumers' willingness to 

increase spending in discount channels could temper Kroger ’ s prospects.

Kroger, Albertsons: As We Expected, Federal Trade Commission Sues to Block the Combination Dan 

Wasiolek, Senior Equity Analyst, 26 Feb 2024 

After reviewing narrow-moat Kroger and no-moat Albertsons' planned merger for over a year, the US 

Federal Trade Commission ultimately deemed the nearly $25 billion deal anticompetitive and sued on 

Feb. 26 to block it. We have long held that the merger would face insurmountable regulatory scrutiny, 

thus to us, the decision was not unexpected. While the timing of future litigation and the ultimate court 

ruling remain uncertain, we still view the proposed deal as unlikely to close, and we do not plan to alter 

our $53 and $27 per share fair value estimates for Kroger and Albertsons, respectively.

Since the initial announcement of the deal in October 2022, Kroger touted that scale and expected 

operating synergies (initially cited at $1 billion annually by year four) between the two companies would 

enable it to reduce grocery prices for consumers and more effectively compete with low-price retailers 

such as wide-moat companies Walmart and Costco. The firm also committed to ongoing investments in 

store remodels and employee wages upon closure of the deal. Nonetheless, the FTC was unconvinced 

that operational synergies would outweigh the negative effects of reduced competition between the 

nation ’ s two largest supermarkets, noting that higher grocery prices and a deteriorating customer 

experience were likely outcomes of the combination, which we view as reasonable concerns. As we 

expected, the FTC also did not look favorably upon the proposed divestiture of over 400 stores to C&S 

Wholesale and expressed skepticism of the divested stores' ability to operate as formidable competitors 

to the proposed 4,600-unit Kroger-Albertsons giant. Kroger issued a statement in light of the FTC ’ s 

decision that reinforced its previous commitments to customers and employees and indicated Kroger 

and Albertsons ’ willingness to fight the decision in court.

Kroger: Odd Time for CFO Change as Albertsons Merger Hangs in the Balance Dan Wasiolek, Senior
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Equity Analyst, 6 Feb 2024 

We find it peculiar that Gary Millerchip has resigned from his role as chief financial officer of narrow- 

moat Kroger, given that this comes amid a proposed merger with no-moat Albertsons and that he was 

set to maintain his position with the combined company. This could be a signal that the merger will 

continue to face regulatory hurdles; the Federal Trade Commission has been reviewing it for over a year. 

We have long held that the merger would face insurmountable regulatory opposition and that Kroger ’ s 

effort to divest Albertsons units to C&S Wholesale Grocers would not be enough to push the deal 

through, as C&S stands to have 600-750 units while the combined Kroger/Albertsons would have a 

meaningfully larger 4,600-unit footprint. On the other hand, Millerchip ’ s decision to move on from 

Kroger could simply be due to having a more attractive opportunity as the new chief financial officer of 

Costco, which we believe has a relatively stronger competitive advantage, as signaled by our wide moat 

rating for the warehouse retailer.

Kroger's interim CFO, Todd Foley, appears to be a more than capable replacement for Millerchip, having 

served in a few executive roles at the company since 2001. We expect Kroger to continue its digital 

investments and forecast a dividend payout ratio of around 30% the next few years, with share 

repurchases resuming sometime this year. We maintain our Exemplary Capital Allocation Rating and 

$53 stand-alone fair value estimate and believe the shares remain undervalued.

Kroger Earnings: Disinflation and Budget-Conscious Shoppers Are Near-Term Headwinds; Shares 

Cheap Dan Wasiolek, Senior Equity Analyst, 30 Nov 2023 

Judging from the muted share price reaction, investors weren ’ t caught too off-guard by subdued third- 

quarter results from narrow-moat Kroger, which faced disinflation headwinds and shoppers who 

continue to seek value, much as wide-moat grocery peer Walmart did. Same-store sales excluding fuel 

dropped 0.6% as Kroger faced a tough 6.9% comparison, waning food inflation (down 270 basis points 

from last quarter to the low single digits), and reduced pharmaceutical sales from the terminated 

Express Scripts deal last December (a 150-basis point headwind). While Kroger continues to gain higher- 

income households, overall volume was down (unquantified by the company), lagging the growth in 

inflation. Amid these headwinds, Kroger once again lowered its 2023 same-store sales growth outlook 

to 0.6%-1% from the low end of prior 1%-2% guidance.

We expect Kroger to post 0.8% same-store sales growth in 2023 versus our prior forecast of 2%. Beyond 

this year, we are maintaining our 2.3%-2.5% same-store sales annual forecast for 2024-32, which is in 

line with 2023 guidance of 2.1%-2.5%, adjusting for Express Scripts. Our near-term changes led us to 

lower our stand-alone fair value estimate to $53 per share from $55, leaving the shares undervalued.

Kroger ’ s 2023 earnings per share guidance of $4.50-$4.60 squares with our $4.52 estimate. We 

continue to expect flat gross and operating margins in the low 30s and low single digits, respectively,
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over the next several years, as cost-saving initiatives and leveraging of data are offset by ongoing 

competition and a mix shift to lower-margin digital sales, which rose 11%.

The Federal Trade Commission should either approve or extend its review of the Kroger/Albertsons 

acquisition by mid-February. Despite Kroger ’ s effort to divest Albertsons units to C&S Wholesale 

Grocers, we still see regulatory uncertainty, as C&S stands to have 600-750 units, while the combined 

Kroger/Albertsons would have a meaningfully larger 4,600-unit footprint.

Kroger Earnings: Divestitures Planned to Stoke Albertson Deal Passage Amid Tough Environment

Dan Wasiolek, Senior Equity Analyst, 8 Sep 2023 

Narrow-moat Kroger shares moved up 3% on news it would divest 413-650 Albertson stores to 

competitor C&S, to meet regulatory concerns of its proposed acquisition of Albertson, allowing for a 

potential completion early next year. We still see regulatory uncertainty, though, as C&S stands to have 

600-750 units, while the combined Kroger/Albertson would have a meaningfully larger 4,600 unit 

footprint. Apparently, the market concords with our view, with Albertson trading around $24 per share, 

below Kroger ’ s $34 per share cash offer.

We don ’ t see much in Kroger ’ s second-quarter results that would materially change our $55 fair value 

estimate, as slightly lower 2023 sales growth expectations are offset by a reset in our average fuel price 

forecast beyond this year. With shares trading around 10 times forward earnings, versus about 12 times 

on average during 2018-19, we see shares as undervalued.

Same-store sales (excluding fuel) rose 1% in the period, weighed down by an Express Scripts terminated 

contract at the end of last calendar year, a tough 5.8% year-ago comparison, and a value-seeking 

consumer in a food disinflationary environment (Kroger now sees food inflation ending the year at 1%- 

2% versus 3%-4% prior). Fuel averaged $3.65 a gallon in the quarter, down from $4.62 a year ago. With 

the environment expected to remain challenging, Kroger now sees same-store sales at the low end of its 

1%-2% guidance for the full year, and we plan to adjust our 2% prognosis toward 1%. That said, we now 

see 2024-27 total revenue growth averaging 1%-2% versus 1% previously on higher fuel price 

expectations.

Despite higher promotions and shrink, Kroger ’ s gross margins increased 35 basis points to 21.8%. This is 

in line with our 2023 forecast of 21.7%, which is up from 21.4% in the prior year. Long term, we expect 

margins to remain around this level, as intense competition is offset by Kroger ’ s strong loyalty program, 

attractive private label offering, and industry scale.

Kroger Earnings: Private-Label Lineup, Effective Promotion Drive Trips and Protect Profitability Dan 

Wasiolek, Senior Equity Analyst, 15 Jun 2023 

Despite inflation ’ s grip on consumer spending habits, narrow-moat Kroger ’ s first-quarter sales results
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tracked largely in line with our fiscal 2023 expectations, with profitability better than anticipated. As 

such, we plan to raise our $54 fair value estimate by a low-single-digit percentage, leaving shares 

trading at a discount, particularly after a post-print mid-single-digit dip in share price. Although Kroger 

faces challenges in a price-competitive grocery landscape, we believe investors underestimate the 

firm ’ s ability to resonate with consumers through its dynamic private-label offerings and data-driven 

promotional capabilities, while utilizing scale to extract efficiencies to invest in price. These features 

underpin the brand asset and cost advantage we see for Kroger.

Identical sales, excluding fuel, popped 3.5%, trending in line with our 2% full-year estimate. Private label 

sales growth of 4.9% stood out as consumers found favor with Kroger ’ s value-oriented offerings. Higher- 

margin private label sales, coupled with reduced supply chain costs, helped boost Kroger ’ s gross margin 

rate, excluding fuel, by 21 basis points, despite intense price promotion. In turn, Kroger posted a strong 

$1.51 in adjusted EPS. As such, management doubled down on its full-year expectation calling for 1%- 

2% in identical sales, without fuel, growth and $4.45-$4.60 in adjusted EPS. With the solid performance, 

we plan to bump our $4.45 EPS estimate to the higher end of the range.

Kroger was able to work with suppliers and leverage its discounting platform to drive trips (sales made 

on promotion jumped 380 basis points). Even so, despite gaining share with mainstream and higher- 

income consumers (according to management), we suspect lower-income consumers may have been 

lured by discount operators like wide-moat Walmart, given its 7.4% first-quarter U.S. comparable sales 

growth. Still, we believe Kroger ’ s newer opening price-point brand Smart Way should help retain 

sensitive consumers. K
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Morningstar Historical Summary

Financials as of 31 Oct 2023

Fiscal Year, ends 31 Jan 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 YTD TTM

Revenue (USD Bil) 98 108 110 115 123 122 122 132 138 148 113 148

Revenue Growth % 1.8 10.3 1.3 5.0 6.9 -1.2 0.4 8.4 4.1 7.5 -0.4 0.9

EBITDA (USD Mil) 4,428 5,085 5,665 5,776 4,521 7,063 5,873 7,287 6,051 7,016 5,111 6,696

EBITDA Margin % 4.5 4.7 5.2 5.0 3.7 5.8 4.8 5.5 4.4 4.7 4.5 4.5

Operating Income (USD Mil) 2,725 3,137 3,576 3,436 2,085 2,588 2,251 2,809 3,443 4,165 1,926 2,753

Operating Margin % 2.8 2.9 3.3 3.0 1.7 2.1 1.8 2.1 2.5 2.8 1.7 1.9

Net Income (USD Mil) 1,519 1,728 2,039 1,975 1,907 3,110 1,659 2,585 1,655 2,244 1,428 1,879

Net Margin % 1.5 1.6 1.8 1.7 1.5 2.5 1.3 2.0 1.2 1.5 1.3 1.3

Diluted Shares Outstanding (Mil) 1,040 993 980 958 904 818 805 781 754 727 725 725

Diluted Earnings Per Share (USD) 1.45 1.72 2.06 2.05 2.09 3.76 2.04 3.27 2.17 3.06 1.95 2.57

Dividends Per Share (USD) 0.31 0.34 0.40 0.45 0.49 0.53 0.60 0.68 0.78 0.94 0.81 1.07

Valuation as of 29 Feb 2024
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Recent Qtr TTM

Price/Sales 0.3 0.4 0.3 0.2 0.2 0.2 0.2 0.3 0.2 0.2 0.2 0.2
Price/Earnings 20.0 20.7 16.6 16.3 6.3 14.7 8.5 33.6 14.0 17.8 17.8 19.3
Price/Cash Flow 8.2 9.0 7.5 6.5 5.6 5.2 3.9 6.0 6.9 5.5 5.5 6.0
Dividend Yield % 1.06 0.94 1.3 1.79 1.93 2.07 2.14 1.72 2.11 2.41 2.41 2.28
Price/Book 5.9 6.5 4.9 3.9 2.9 2.6 2.4 3.5 3.2 2.9 2.9 3.2
EV/EBITDA 9.5 10.0 7.9 6.5 7.8 6.0 7.1 6.9 8.3 7.1 0.0 0.0

Operating Performance / Profitability as of 31 Oct 2023

Fiscal Year, ends 31 Jan 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 YTD TTM

ROA % 5.6 5.7 6.3 5.6 5.1 8.2 3.9 5.5 3.4 4.6 — 3.7
ROE % 31.4 31.7 33.0 29.0 27.7 41.5 19.9 28.4 17.4 23.0 — 17.8
ROIC % 12.1 12.1 13.0 11.6 10.9 15.6 7.9 10.0 7.1 8.8 — 7.2
Asset Turnover 3.6 3.6 3.4 3.3 3.3 3.2 2.9 2.8 2.8 3.0 — 2.9

Financial Leverage
Fiscal Year, ends 31 Jan 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Recent Qtr TTM

Debt/Capital % 64.2 64.2 58.7 63.8 63.4 60.5 68.4 66.5 67.1 64.7 62.2 —
Equity/Assets % 18.4 17.7 20.1 18.3 18.6 20.7 19.0 19.7 19.3 20.2 22.0 —
Total Debt/EBITDA 2.6 2.3 2.1 2.4 3.4 2.2 3.6 2.8 3.4 2.9 3.9 —
EBITDA/Interest Expense 10.0 10.4 11.7 11.1 7.5 11.4 9.7 13.4 10.6 13.1 14.9 14.7

Morningstar Analyst Historical/Forecast Summary as of 26 Mar 2024

Financials Estimates

Fiscal Year, ends 28 Jan 2024 2023 2024 2025 2026 2027

Revenue (USD Mil) 148,258 150,039 148,151 150,229 153,612

Revenue Growth % 7.5 1.2 -1.3 1.4 2.3

EBITDA (USD Mil) 8,044 8,111 7,778 7,812 7,834

EBITDA Margin % 5.4 5.4 5.3 5.2 5.1

Operating Income (USD Mil) 5,079 4,986 4,667 4,657 4,608

Operating Margin % 3.4 3.3 3.2 3.1 3.0

Net Income (USD Mil) 3,104 3,479 3,218 3,213 3,201

Net Margin % 2.1 2.3 2.2 2.1 2.1

Diluted Shares Outstanding (Mil) 727 725 721 708 690

Diluted Earnings Per Share(USD) 4.27 4.80 4.47 4.54 4.64

Dividends Per Share(USD) 0.94 1.13 1.20 1.25 1.30

Forward Valuation Estimates
2023 2024 2025 2026 2027

Price/Sales 0.2 0.2 0.3 0.3 0.3
Price/Earnings 10.5 9.6 12.5 12.3 12.1
Price/Cash Flow — — — — —
Dividend Yield % 2.1 2.5 2.1 2.2 2.3
Price/Book 3.2 2.9 3.0 2.7 2.4
EV/EBITDA 6.1 6.2 7.3 7.2 7.2
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Appendix
Historical Morningstar Rating
The Kroger Co KR 26 Mar 2024 20:26, UTC

Dec 2024 
-

Nov 2024 
-

Oct 2024 
-

Sep 2024 
-

Aug 2024 
-

Jul 2024 
-

Jun 2024 
-

May 2024 
-

Apr 2024 
-

Mar 2024 
QQQ

Feb 2024 
QQQ

Jan 2024 
QQQQ

Dec 2023 
QQQQ

Nov 2023 
QQQQ

Oct 2023 
QQQQ

Sep 2023 
QQQQ

Aug 2023 
QQQQ

Jul 2023 
QQQQ

Jun 2023 
QQQQ

May 2023 
QQQQ

Apr 2023 
QQQQ

Mar 2023 
QQQ

Feb 2023 
QQQQ

Jan 2023 
QQQ

Dec 2022 
QQQ

Nov 2022 
QQQ

Oct 2022 
QQQ

Sep 2022 
QQQ

Aug 2022 
QQQ

Jul 2022 
QQQ

Jun 2022 
QQQ

May 2022 
QQQ

Apr 2022 
QQ

Mar 2022 
QQ

Feb 2022 
QQQ

Jan 2022 
QQQ

Dec 2021 
QQQ

Nov 2021 
QQ

Oct 2021 
QQQ

Sep 2021 
QQQ

Aug 2021 
QQ

Jul 2021 
QQQ

Jun 2021 
QQQ

May 2021 
QQQ

Apr 2021 
QQQ

Mar 2021 
QQ

Feb 2021 
QQQ

Jan 2021 
QQQ

Dec 2020 
QQQ

Nov 2020 
QQQ

Oct 2020 
QQQ

Sep 2020 
QQQ

Aug 2020 
QQ

Jul 2020 
QQQ

Jun 2020 
QQQ

May 2020 
QQQ

Apr 2020 
QQQ

Mar 2020 
QQQ

Feb 2020 
QQQ

Jan 2020 
QQQ

Dec 2019 
QQQ

Nov 2019 
QQQ

Oct 2019 
QQQQ

Sep 2019 
QQQ

Aug 2019 
QQQQ

Jul 2019 
QQQQ

Jun 2019 
QQQQ

May 2019 
QQQQ

Apr 2019 
QQQQ

Mar 2019 
QQQQ

Feb 2019 
QQQ

Jan 2019 
QQQ

Costco Wholesale Corp COST 26 Mar 2024 01:46, UTC
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-
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-
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-

Jun 2024 
-
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-
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-
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Q
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Q
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Q

Dec 2023 
Q

Nov 2023 
QQ

Oct 2023 
QQ

Sep 2023 
QQ

Aug 2023 
QQ

Jul 2023 
QQ

Jun 2023 
QQQ

May 2023 
QQQ

Apr 2023 
QQQ

Mar 2023 
QQQ

Feb 2023 
QQQ

Jan 2023 
QQQ

Dec 2022 
QQQ

Nov 2022 
QQ

Oct 2022 
QQQ

Sep 2022 
QQQ

Aug 2022 
QQ

Jul 2022 
QQ

Jun 2022 
QQQ

May 2022 
QQQ

Apr 2022 
QQ

Mar 2022 
QQ

Feb 2022 
QQ

Jan 2022 
QQ

Dec 2021 
QQ

Nov 2021 
Q

Oct 2021 
QQ

Sep 2021 
QQ

Aug 2021 
QQ

Jul 2021 
QQ

Jun 2021 
QQQ

May 2021 
QQ

Apr 2021 
QQQ

Mar 2021 
QQQ

Feb 2021 
QQQ

Jan 2021 
QQQ

Dec 2020 
QQ

Nov 2020 
QQ

Oct 2020 
QQ

Sep 2020 
QQ

Aug 2020 
QQ

Jul 2020 
QQ

Jun 2020 
QQQ

May 2020 
QQ

Apr 2020 
QQ

Mar 2020 
QQ

Feb 2020 
QQ

Jan 2020 
QQ

Dec 2019 
QQ

Nov 2019 
QQ

Oct 2019 
QQ

Sep 2019 
QQ

Aug 2019 
QQ

Jul 2019 
QQ

Jun 2019 
QQ

May 2019 
QQ

Apr 2019 
Q

Mar 2019 
QQ

Feb 2019 
QQ

Jan 2019 
QQ

Target Corp TGT 26 Mar 2024 02:47, UTC

Dec 2024 
-

Nov 2024 
-

Oct 2024 
-

Sep 2024 
-

Aug 2024 
-

Jul 2024 
-

Jun 2024 
-

May 2024 
-

Apr 2024 
-

Mar 2024 
QQ

Feb 2024 
QQ

Jan 2024 
QQQ

Dec 2023 
QQQ

Nov 2023 
QQQ

Oct 2023 
QQQQ

Sep 2023 
QQQQ

Aug 2023 
QQQ

Jul 2023 
QQQQ

Jun 2023 
QQQQ

May 2023 
QQQQ

Apr 2023 
QQQ

Mar 2023 
QQQ

Feb 2023 
QQQ

Jan 2023 
QQQ

Dec 2022 
QQQQ

Nov 2022 
QQQ

Oct 2022 
QQQ

Sep 2022 
QQQ

Aug 2022 
QQQ

Jul 2022 
QQQ

Jun 2022 
QQQQ

May 2022 
QQQ

Apr 2022 
QQ

Mar 2022 
QQ

Feb 2022 
QQ

Jan 2022 
QQ

Dec 2021 
QQ

Nov 2021 
Q

Oct 2021 
Q

Sep 2021 
Q

Aug 2021 
Q

Jul 2021 
Q

Jun 2021 
Q

May 2021 
Q

Apr 2021 
Q

Mar 2021 
Q

Feb 2021 
Q

Jan 2021 
Q

Dec 2020 
Q

Nov 2020 
Q

Oct 2020 
Q

Sep 2020 
Q

Aug 2020 
Q

Jul 2020 
QQ

Jun 2020 
QQ

May 2020 
QQ

Apr 2020 
QQ

Mar 2020 
QQQ

Feb 2020 
QQQ

Jan 2020 
QQ

Dec 2019 
Q

Nov 2019 
Q

Oct 2019 
QQ

Sep 2019 
QQ

Aug 2019 
QQ

Jul 2019 
QQ

Jun 2019 
QQ

May 2019 
QQQ

Apr 2019 
QQ

Mar 2019 
QQ

Feb 2019 
QQQ

Jan 2019 
QQQ
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Walmart Inc WMT 25 Mar 2024 21:17, UTC
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QQQ
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Research Methodology for Valuing Companies

Morningstar Equity Research Star Rating Methodology

Overview

At the heart of our valuation system is a detailed projec-
tion of a company’s future cash flows, resulting from our 
analysts’ research. Analysts create custom industry and 
company assumptions to feed income statement, balance 
sheet, and capital investment assumptions into our glob-
ally standardized, proprietary discounted cash flow, or 
DCF, modeling templates. We use scenario analysis, inde-
pth competitive advantage analysis, and a variety of other 
analytical tools to augment this process. Moreover, we 
think analyzing valuation through discounted cash flows 
presents a better lens for viewing cyclical companies, 
high-growth firms, businesses with finite lives (e.g., 
mines), or companies expected to generate negative 
earnings over the next few years. That said, we don’t dis-
miss multiples altogether but rather use them as support-
ing cross-checks for our DCF-based fair value estimates. 
We also acknowledge that DCF models offer their own 
challenges (including a potential proliferation of estim-
ated inputs and the possibility that the method may miss 
shortterm market-price movements), but we believe these 
negatives are mitigated by deep analysis and our 
longterm approach.

Morningstar’s equity research group (”we,” “our”) be-
lieves that a company’s intrinsic worth results from the 
future cash flows it can generate. The Morningstar Rating 
for stocks identifies stocks trading at a discount or premi-
um to their intrinsic worth—or fair value estimate, in 
Morningstar terminology. Five-star stocks sell for the 
biggest risk adjusted discount to their fair values, where-
as 1-star stocks trade at premiums to their intrinsic worth.

Four key components drive the Morningstar rating: (1) our 
assessment of the firm’s economic moat, (2) our estimate 
of the stock’s fair value, (3) our uncertainty around that 
fair value estimate and (4) the current market price. This 
process ultimately culminates in our singlepoint star rat-
ing.

1. Economic Moat

The concept of an economic moat plays a vital role not 
only in our qualitative assessment of a firm’s long-term 
investment potential, but also in the actual calculation of 
our fair value estimates. An economic moat is a structural 
feature that allows a firm to sustain excess profits over a 
long period of time. We define economic profits as re-

turns on invested capital (or ROIC) over and above our es-
timate of a firm’s cost of capital, or weighted average 
cost of capital (or WACC). Without a moat, profits are 
more susceptible to competition. We have identified five 
sources of economic moats: intangible assets, switching 
costs, network effect, cost advantage, and efficient scale. 

Companies with a narrow moat are those we believe are 
more likely than not to achieve normalized excess returns 
for at least the next 10 years. Wide-moat companies are 
those in which we have very high confidence that excess 
returns will remain for 10 years, with excess returns more 
likely than not to remain for at least 20 years. The longer 
a firm generates economic profits, the higher its intrinsic 
value. We believe low-quality, no-moat companies will 
see their normalized returns gravitate toward the firm ’ s 
cost of capital more quickly than companies with moats. 

When considering a company's moat, we also assess 
whether there is a substantial threat of value destruction, 
stemming from risks related to ESG, industry disruption, 
financial health, or other idiosyncratic issues. In this con- 
text, a risk is considered potentially value destructive if its 
occurrence would eliminate a firm ’ s economic profit on a 
cumulative or midcycle basis. If we deem the probability 
of occurrence sufficiently high, we would not characterize 
the company as possessing an economic moat. 

2. Estimated Fair Value 

Combining our analysts ’ financial forecasts with the 
firm ’ s economic moat helps us assess how long returns 
on invested capital are likely to exceed the firm ’ s cost of 
capital. Returns of firms with a wide economic moat rat- 
ing are assumed to fade to the perpetuity period over a 
longer period of time than the returns of narrow-moat 
firms, and both will fade slower than no-moat firms, in- 
creasing our estimate of their intrinsic value. 

Our model is divided into three distinct stages: 

Stage I: Explicit Forecast 

In this stage, which can last five to 10 years, analysts 
make full financial statement forecasts, including items 
such as revenue, profit margins, tax rates, changes in 
workingcapital accounts, and capital spending. Based on 
these projections, we calculate earnings before interest, 
after taxes (EBI) and the net new investment (NNI) to de- 

rive our annual free cash flow forecast.

Stage II: Fade
The second stage of our model is the period it will take 
the company ’ s return on new invested capital — the re- 
turn on capital of the next dollar invested ( “ RONIC ” ) — to 
decline (or rise) to its cost of capital. During the Stage II 
period, we use a formula to approximate cash flows in 
lieu of explicitly modeling the income statement, balance 
sheet, and cash flow statement as we do in Stage I. The 
length of the second stage depends on the strength of 
the company ’ s economic moat. We forecast this period to 
last anywhere from one year (for companies with no eco- 
nomic moat) to 10 – 15 years or more (for wide-moat com- 
panies). During this period, cash flows are forecast using 
four assumptions: an average growth rate for EBI over the 
period, a normalized investment rate, average return on 
new invested capital (RONIC), and the number of years 
until perpetuity, when excess returns cease. The invest- 
ment rate and return on new invested capital decline un- 
til a perpetuity value is calculated. In the case of firms 
that do not earn their cost of capital, we assume marginal 
ROICs rise to the firm ’ s cost of capital (usually attribut- 
able to less reinvestment), and we may truncate the 
second stage. 

Stage III: Perpetuity 

Once a company ’ s marginal ROIC hits its cost of capital, 
we calculate a continuing value, using a standard per- 
petuity formula. At perpetuity, we assume that any 
growth or decline or investment in the business neither 
creates nor destroys value and that any new investment 
provides a return in line with estimated WACC. 

Because a dollar earned today is worth more than a dollar 
earned tomorrow, we discount our projections of cash 
flows in stages I, II, and III to arrive at a total present 
value of expected future cash flows. Because we are 
modeling free cash flow to the firm — representing cash 
available to provide a return to all capital providers — we 
discount future cash flows using the WACC, which is a 
weighted average of the costs of equity, debt, and pre- 
ferred stock (and any other funding sources), using ex- 
pected future proportionate long-term, market-value 
weights. 

3. Uncertainty Around That Fair Value Estimate 

Morningstar ’ s Uncertainty Rating is designed to capture 
the range of potential outcomes for a company ’ s intrinsic
value. This rating is used to assign the margin of safety
required before investing, which in turn explicitly drives 
our stock star rating system. The Uncertainty Rating is 
aimed at identifying the confidence we should have in as- 
signing a fair value estimate for a given stock.

Our Uncertainty Rating is meant to take into account any- 
thing that can increase the potential dispersion of future 
outcomes for the intrinsic value of a company, and any-
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Morningstar Equity Research Star Rating Methodologything that can affect our ability to accurately predict 
these outcomes. The rating begins with a suggested rat-
ing produced by a quantitative process based on the trail-
ing 12-month standard deviation of daily stock returns. 
An analyst overlay is then applied, with analysts using 
the suggested rating, historical rating data, and their own 
knowledge of the company to inform them as they make 
the final Uncertainty Rating decision. Ultimately, the rat-
ing decision rests with the analyst. Analysts take into ac-
count many characteristics when making their final de-
cision, including cyclical factors, operational and financial 
factors such as leverage, company-specific events, ESG 
risks, and anything else that might increase the potential 
dispersion of future outcomes and our ability to estimate 
those outcomes. 

Our recommended margin of safety—the discount to fair 
value demanded before we’d recommend buying or 
selling the stock—widens as our uncertainty of the es-
timated value of the equity increases. The more uncertain 
we are about the potential dispersion of outcomes, the 
greater the discount we require relative to our estimate of 
the value of the firm before we would recommend the 
purchase of the shares. In addition, the Uncertainty Rat-
ing provides guidance in portfolio construction based on 
risk tolerance. 

Our Uncertainty Ratings are: Low, Medium, High, Very 
High, and Extreme.

Margin of Safety

Qualitative Analysis 
Uncertainty Ratings QQQQQRating QRating

Low 20% Discount 25% Premium
Medium 30% Discount 35% Premium
High 40% Discount 55% Premium
Very High 50% Discount 75% Premium
Extreme 75% Discount 300% Premium

Our uncertainty rating is based on the interquartile range, 
or the middle 50% of potential outcomes, covering the 
25th percentile–75th percentile. This means that when a 
stock hits 5 stars, we expect there is a 75% chance that 
the intrinsic value of that stock lies above the current 
market price. Similarly, when a stock hits 1 star, we ex-
pect there is a 75% chance that the intrinsic value of that 
stock lies below the current market price.

4. Market Price

The market prices used in this analysis and noted in the 
report come from exchange on which the stock is listed 
which we believe is a reliable source.

For more details about our methodology, please go to 
https://shareholders.morningstar.com

Morningstar Star Rating for Stocks

Once we determine the fair value estimate of a stock, we 
compare it with the stock ’ s current market price on a 
daily basis, and the star rating is automatically re-calcu- 
lated at the market close on every day the market on 
which the stock is listed is open. Our analysts keep close 
tabs on the companies they follow, and, based on thor-
ough and ongoing analysis, raise or lower their fair value 
estimates as warranted. 

Please note, there is no predefined distribution of stars. 
That is, the percentage of stocks that earn 5 stars can 
fluctuate daily, so the star ratings, in the aggregate, can 
serve as a gauge of the broader market ’ s valuation. When 
there are many 5-star stocks, the stock market as a whole 
is more undervalued, in our opinion, than when very few 
companies garner our highest rating. 

We expect that if our base-case assumptions are true the 
market price will converge on our fair value estimate over 
time generally within three years (although it is im- 
possible to predict the exact time frame in which market 
prices may adjust). 

Our star ratings are guideposts to a broad audience and 
individuals must consider their own specific investment 
goals, risk tolerance, tax situation, time horizon, income 
needs, and complete investment portfolio, among other 
factors. 

The Morningstar Star Ratings for stocks are defined be- 
low: 
QQQQQ We believe appreciation beyond a fair risk ad- 

justed return is highly likely over a multiyear time frame. 
Scenario analysis developed by our analysts indicates 
that the current market price represents an excessively 
pessimistic outlook, limiting downside risk and maximiz- 
ing upside potential. 

QQQQ We believe appreciation beyond a fair risk-ad- 
justed return is likely.

QQQ Indicates our belief that investors are likely to re- 
ceive a fair risk-adjusted return (approximately cost of 
equity). 

QQ We believe investors are likely to receive a less than 
fair risk-adjusted return. 

Q Indicates a high probability of undesirable risk-adjus- 
ted returns from the current market price over a multiyear 
time frame, based on our analysis. Scenario analysis by 
our analysts indicates that the market is pricing in an ex- 
cessively optimistic outlook, limiting upside potential and 
leaving the investor exposed to Capital loss.

Other Definitions 

Last Price: Price of the stock as of the close of the mar- 
ket of the last trading day before date of the report. 

Capital Allocation Rating: Our Capital Allocation (or 
Stewardship) Rating represents our assessment of the 
quality of management ’ s capital allocation, with particu- 
lar emphasis on the firm ’ s balance sheet, investments, 
and shareholder distributions. Analysts consider compan-
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ies’ investment strategy and valuation, balance sheet 
management, and dividend and share buyback policies. 
Corporate governance factors are only considered if they 
are likely to materially impact shareholder value, though 
either the balance sheet, investment, or shareholder dis-
tributions. Analysts assign one of three ratings: "Exem-
plary", "Standard", or "Poor". Analysts judge Capital Alloc-
ation from an equity holder’s perspective. Ratings are de-
termined on a forward looking and absolute basis. The 
Standard rating is most common as most managers will 
exhibit neither exceptionally strong nor poor capital alloc-
ation.

Capital Allocation (or Stewardship) analysis published pri-
or to Dec. 9, 2020, was determined using a different pro-
cess. Beyond investment strategy, financial leverage, and 
dividend and share buyback policies, analysts also con-
sidered execution, compensation, related party transac-
tions, and accounting practices in the rating.

Capital Allocation Rating: Our Capital Allocation (or 
Stewardship) Rating represents our assessment of the 
quality of management’s capital allocation, with particu-
lar emphasis on the firm’s balance sheet, investments, 
and shareholder distributions. Analysts consider compan-
ies’ investment strategy and valuation, balance sheet 
management, and dividend and share buyback policies. 
Corporate governance factors are only considered if they 
are likely to materially impact shareholder value, though 
either the balance sheet, investment, or shareholder dis-
tributions. Analysts assign one of three ratings: "Exem-
plary", "Standard", or "Poor". Analysts judge Capital Alloc-
ation from an equity holder’s perspective. Ratings are de-
termined on a forward looking and absolute basis. The 
Standard rating is most common as most managers will 
exhibit neither exceptionally strong nor poor capital alloc-
ation.

Capital Allocation (or Stewardship) analysis published pri-
or to Dec. 9, 2020, was determined using a different pro-
cess. Beyond investment strategy, financial leverage, and 
dividend and share buyback policies, analysts also con-
sidered execution, compensation, related party transac-
tions, and accounting practices in the rating.

Sustainalytics ESG Risk Rating Assessment:The ESG 
Risk Rating Assessment is provided by Sustainalytics; a 
Morningstar company.

Sustainalytics’ ESG Risk Ratings measure the degree to 
which company’s economic value at risk is driven by en-
vironment, social and governance (ESG) factors.

Sustainalytics analyzes over 1,300 data points to assess a 
company’s exposure to and management of ESG risks. In 
other words, ESG Risk Ratings measures a company’s un-
managed ESG Risks represented as a quantitative score. 
Unmanaged Risk is measured on an open-ended scale 

starting at zero (no risk) with lower scores representing 
less unmanaged risk and, for 95% of cases, the unman-
aged ESG Risk score is below 50.

Based on their quantitative scores, companies are 
grouped into one of five Risk Categories (negligible, low, 
medium, high, severe). These risk categories are absolute, 
meaning that a ‘ high risk ’ assessment reflects a compar- 
able degree of unmanaged ESG risk across all subindus- 
tries covered. 

The ESG Risk Rating Assessment is a visual representa- 
tion of Sustainalytics ESG Risk Categories on a 1 to 5 
scale. Companies with Negligible Risk = 5 Globes, Low 
Risk = 4, Medium Risk = 3 Globes, High Risk = 2 Globes, 
Severe Risk = 1 Globe. For more information, please visit 
sustainalytics.com/esg-ratings/ 

Ratings should not be used as the sole basis in evaluating 
a company or security. Ratings involve unknown risks and 
uncertainties which may cause our expectations not to 
occur or to differ significantly from what was expected 
and should not be considered an offer or solicitation to 
buy or sell a security. 

Risk Warning 

Please note that investments in securities are subject to 
market and other risks and there is no assurance or guar- 
antee that the intended investment objectives will be 
achieved. Past performance of a security may or may not 
be sustained in future and is no indication of future per- 
formance. A security investment return and an investor ’ s 
principal value will fluctuate so that, when redeemed, an 
investor ’ s shares may be worth more or less than their 
original cost. A security ’ s current investment performance 
may be lower or higher than the investment performance 
noted within the report. Morningstar ’ s Uncertainty Rating 
serves as a useful data point with respect to sensitivity 
analysis of the assumptions used in our determining a fair 
value price. 
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Unless otherwise provided in a separate agreement, re- 
cipients accessing this report may only use it in the coun- 
try in which the Morningstar distributor is based. Unless 
stated otherwise, the original distributor of the report is 
Morningstar Research Services LLC, a U.S.A. domiciled 
financial institution. 

This Report is for informational purposes, should not be 
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provide information to assist investors in making their 
own investment decisions, not to provide investment ad-

vice to any specific investor. Therefore, investments dis-
cussed herein may not be suitable for all investors; in-
vestors must exercise their own independent judgment as 
to the suitability of such investments and recommenda- 
tions in the light of their own investment objectives, ex- 
perience, taxation status and financial position. Morning- 
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sue documents (e.g., prospectus) pertaining to the secur- 
ity concerned, including without limitation, information 
relevant to its investment objectives, risks, and costs be- 
fore making an investment decision and when deemed 
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otherwise provided in a separate agreement, neither 
Morningstar, Inc. or the Equity Research Group repres- 
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or related to, the information, data, analyses or opinions 
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lication, availability or use would be contrary to law or 
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associated with any part or section of a report that has 
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This report may be distributed in certain localities, coun- 
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third parties or independent intermediaries and/or distrib- 
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surance or guarantee that the intended investment ob- 
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may or may not be sustained in future and is no indica- 
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when redeemed, an investor's shares may be worth more 
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ciate, Morningstar India Private Limited, which provides 
data-related services, financial data analysis, and soft- 
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herein are not directed to or intended for use or distribu- 
tion to India-based clients or users and their distribution 
to Indian resident individuals or entities is not permitted, 
and Morningstar/Sustainalytics accepts no responsibility 
or liability whatsoever for the actions of third parties in 
this respect. 

*The Conflicts of Interest disclosure above also applies to 
relatives and associates of Manager Research Analysts in 
India # The Conflicts of Interest disclosure above also ap- 
plies to associates of Manager Research Analysts in In- 
dia. The terms and conditions on which Morningstar In-

© Morningstar 2024. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions 
presented herein do not constitute investment advice; are provided solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The 
opinions expressed are as of the date written and are subject to change without notice. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting 
from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any manner, 
without the prior written consent of Morningstar. Investment research is produced and issued by subsidiaries of Morningstar, Inc. including, but not limited to, Morningstar Research Services LLC, registered with and 
governed by the U.S. Securities and Exchange Commission. To order reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869. Please see important disclosures at the end of this report.

PX6352-022

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 596 of 620 * PUBLIC * 



Morningstar Equity Analyst Report | Report as of 26 Mar 2024 20:28, UTC | Reporting Currency: USD | Trading Currency: USD | Exchange: NEW YORK STOCK EXCHANGE, INC. Page 23 of 23

ß
®

Research Methodology for Valuing Companies

vestment Adviser India Private Limited offers Investment 
Research to clients, varies from client to client, and are 
detailed in the respective client agreement.
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botson Associates Japan, Inc., which is regulated by Fin-
ancial Services Agency, for informational purposes only. 
Neither Ibbotson Associates Japan, Inc., nor its repres-
entatives, are acting or will be deemed to be acting as an 
investment professional to any recipients of this informa-
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provide financial advisory services in Singapore. Morning-
star Investment Adviser Singapore Pte. Limited is the en-
tity responsible for the creation and distribution of the re-
search services described in this presentation. Investors 
should consult a financial adviser regarding the suitability 
of any investment product, taking into account their spe-
cific investment objectives, financial situation or particu-
lar needs, before making any investment decisions.

For recipients in Korea: The report is distributed by 
Morningstar Korea Ltd., which has filed to the Financial 
Services Committee, for informational purposes only. 
Neither Morningstar Korea Ltd. nor its representatives are 
acting or will be deemed to be acting as an investment 
advisor to any recipients of this information.
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Corporate Participants

* William McMullen

Kroger Co - Chairman of the Board, Chief Executive Officer

* Lee Cassiere

Kroger Co - Inspector of Elections

* Keith Dailey

Kroger Co - Group Vice President - Corporate Affairs
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Sisters of St. Francis of Philadelphia - Spokesperson

* Rachel Citak

Right to Life of Greater Cincinnati - Spokesperson

* Sarah Murphy

* Gerardo Reyes Chavez

Domini Impact Investments - Spokesperson

Presentation

OPERATOR: Good day and welcome to the Kroger Company's 2024 Annual Meeting of Shareholders. I would now 
like to turn the conference over to Rodney McMullen, Chairman and CEO. Please go ahead.

WILLIAM MCMULLEN, CHAIRMAN OF THE BOARD, CHIEF EXECUTIVE OFFICER, KROGER CO: Thank you, 
Rocco, and good morning, everyone. I am Rodney McMullen, your Chairman of the Board and Chief Executive 
Officer. It is my privilege to call to Kroger's Annual Meeting of Shareholders through today's live webcast.

Copies of the rules and procedures for this meeting are available on your screen. You will be able to submit 
questions via the website during the meeting, and we will also address questions that were submitted in the last few 
weeks.
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We will have a general question-and-answer session after the formal portion of this meeting. Our first order of 
business, I would like to introduce Lee Cassiere. Lee will serve as our Inspector of Elections for this year's meeting. 
Lee?

LEE CASSIERE, INSPECTOR OF ELECTIONS, KROGER CO: Thank you, Mr. Chairman. On April 30, 2024, the 
record date of this meeting, there were 727,594,870 common shares par value of $1 per share issued and 
outstanding, Each share is entitled to one vote and each matter submitted to the shareholders for vote at this 
meeting. 634,835,292 common shares were represented at 9:00 AM, at 11:00 AM on June 27, 2024, a quorum 
exists.

WILLIAM MCMULLEN: Thank you, Lee. Now we will begin the official business of the meeting. Based on the 
information provided to us by Lee, I declare that we have a quorum and that this meeting is lawfully convened and 
it's ready to transact business.

If you're a shareholder and you're not send in a proxy or wish to change your vote, you will need to vote by an 
online ballot. Online ballots must be submitted prior to the closing of the polls. Voting will remain open until the 
conclusion of my business remarks. Jessica Good of PricewaterhouseCoopers, the independent auditors for Kroger 
is with us today.

It is now my privilege to introduce my fellow members of our Board of Directors who are joining us for today's 
meeting, Nora Aufreiter, Kevin Brown, Elaine Chao, Anne Gates, Karen Hoguet, Clyde Moore, Ronald Sargent, 
Amanda Sourry, Mark Sutton, and Ashok Vemuri. I would like to thank our directors for their outstanding service 
and contributions.

Kroger's Board is critical to our business. Each director brings an accomplished background, diverse ideas and 
important expertise, which helps inform our policies. I'd like to especially thank the Board this year for their 
willingness to provide thoughtful feedback and counsel well beyond our standard meeting cadence. Your 
perspective, willingness to ask hard questions, and consistent focus on what's best for the business has been 
invaluable.

We will now transition to the proposals. The first motion to be voted on is the election of directors. The 11 director 
nominees who have been nominated by the Board of Directors as candidates for the election are shown in the 
proxy statement. All elected directors were served until annual meeting in 2025 or until their successors have been 
elected and qualified. May I have a second?

UNIDENTIFIED PARTICIPANT_1: I second the motion.

WILLIAM MCMULLEN: Thank you. Let's move on to the second motion. The next motion is an advisory vote to 
approve the compensation of Kroger's named executive officers. May I please have a second?

UNIDENTIFIED PARTICIPANT_1: I second the motion.

WILLIAM MCMULLEN: Thank you. Let's move on to the third motion. The next motion is to ratify the appointment of 
Kroger's independent auditors, PricewaterhouseCoopers. May I have a second?

UNIDENTIFIED PARTICIPANT_1: I second the motion.

WILLIAM MCMULLEN: Thank you. We have four shareholder proposals on the ballot. We asked the representative 
for the proposal to present item number four, regarding a report on public health costs from the sale of tobacco 
products. Allow me to introduce [Tom McCaney].

TOM MCCANEY, SPOKESPERSON, SISTERS OF ST. FRANCIS OF PHILADELPHIA: Good morning. My name is 
Tom McCaney, and I'm here to present proposal number four on behalf of the Sisters of St. Francis of Philadelphia. 
This proposal requests the Board report on an external public health costs created by the sale of tobacco products 
by our company.
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The Sisters of St. Francis as well as the other co-filers are members of the Interfaith Center on Corporate 
Responsibility, a coalition of over 300 global faith and values based institutional investors currently representing 
more than $4 trillion in managed assets.

In the company's opposition statement to this proposal, you referenced your responsibility to help families by 
making it easier for them to live healthier lives. Yet you sell cigarettes, a uniquely destructive product that offers 
nothing positive to the user.

The justification you cite is the belief in your customers' freedom of choice, but that is simply not true. Kroger 
chooses the portfolio of goods it sells not the customers, and you obviously sell cigarettes and other tobacco 
products solely for the revenue it generates. For what other reason would a company sell a product so antithetical 
to its stated purpose to feed the human spirit.

As with last year's submission to this proposal, we asked the Kroger Board to produce a report on the external 
public health costs created by the sale of these deadly products. The company's health division, cessation tools, 
pharmacies and clinics cannot undo the damage done to your customers and to the company's reputation by the 
provision of access to this blight.

You were either committed to promoting good health or you are not, cynically profiting from both the disease and 
the treatment is not commitment, it's hypocrisy. We hope that by studying the health impacts of your partnership 
with the tobacco industry, a clearer picture of the misalignment of Kroger's operations and mission will inspire you 
to end your investment in tobacco.

We ask that the Board produces this report examining the health costs of our company's association with tobacco 
and also request that all shareholders vote in favor of proposal number four.

WILLIAM MCMULLEN: Thank you, Tom. May I have a second.

UNIDENTIFIED PARTICIPANT_1: I second the proposal.

WILLIAM MCMULLEN: Thank you. Now we ask the representative for proposal to present item number five 
regarding a report on listing charitable contributions of $1,000 or more. Allow me to introduce Rachel Citak.

RACHEL CITAK, SPOKESPERSON, RIGHT TO LIFE OF GREATER CINCINNATI: My name is Rachel Citak. I'm a 
black civil rights and employment law attorney as well as the President of Right to Life of Greater Cincinnati. I'm a 
lifelong Cincinnati, and until 2022, myself and my many family members were frequent Kroger shoppers. (inaudible) 
request that the Board of Directors vote yes to list on the Kroger Company website any recipient of $10,000 or more 
of direct contributions, excluding employee matching gifts.

I am confident that such a list transparently shown on the company website, would be wise and work to rebuild the 
company's reputation amidst nationwide financial difficulties and price hikes. Shareholders and consumers will be 
able to easily locate the organizations Kroger donates to without a significant burden or difficulty just by searching 
kroger.com.

This visibility may also encourage employees who authorize company donations to be thoughtful about the 
message each donation sends and to make decisions that are in the best interest of the shareholders. We market 
ourselves to the general public and should avoid offending segments of the consumer base.

It would be unfortunate if a charitable contribution resulted in lower employee morale and shareholder interest, 
much less a loss of potential revenue. In June of 2022, we witnessed among some of our relatives, neighbors, 
shareholders, and former employees long term customers who were offended, and even shifted purchases to other 
providers due to our company support for abortion transportation.

It diminished the reputation of our company. Shareholder trust was broken. Consumers were lost from our base. 
We have reason to believe such might happen using charitable gifts and we need to have transparency for the sake 
of our customers. We ask that you vote yes to post charitable giving on the company website.
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WILLIAM MCMULLEN: Thank you, Rachel. May I have a second.

UNIDENTIFIED PARTICIPANT_1: I second the proposal.

WILLIAM MCMULLEN: Thank you. Now we asked representative for the proposal to present item number six 
regarding a living wage policy. Allow me to introduce [Sarah Murphy].

SARAH MURPHY: Shareholders are asking Kroger to establish wage policies designed to provide workers with the 
minimum earnings necessary to meet a family's basic needs. At Kroger the average hourly wage isn't enough to 
sustain a single adult with no children, even in low cost areas.

This failure to provide a living wage to people who work for a living, threatens the entire economy, and thus, the 
investment portfolios of the average diversified investor.

In its opposition statement, Kroger asserts that its average hourly rate is nearly $19 per hour, but the average living 
wage is $25.02 per hour for a family of four with both adults working. With an average hourly rate that falls well 
short of a living wage, Kroger clearly underpays many of its workers, especially those at starting wages in the 
lowest paid jobs.

Kroger doesn't disclose its lowest pay rates, forcing its shareholders to rely on outside sources for this information. 
For instance, job site recruiter, ZipRecruiter reports hourly wages for Kroger clerks in Alabama as low as $7.32, with 
most Kroger clerk hourly wages ranging from $10.98 to $14.43 in that state. None of those comes close to 
Alabama's living wage.

By voting for item six, shareholders can urge Kroger to account directly for its poverty wages and the resulting cost 
to society, which in turn affects the economic health upon which diversified portfolios depend. Paying a living wage 
can aid the Board and management in authentically serving the needs of Kroger's diversified shareholders and in 
preventing the dangerous implications to diversified shareholders and others of a narrow focus on internal financial 
return. Please vote for item six.

WILLIAM MCMULLEN: Thank you, Sarah. May I have a second.

UNIDENTIFIED PARTICIPANT_1: I second the proposal.

WILLIAM MCMULLEN: Thank you. Finally we asked a representative for the proposal to present item number 
seven regarding adjust transition report. Allow me to introduce Gerardo Reyes Chavez.

GERARDO REYES CHAVEZ, SPOKESPERSON, DOMINI IMPACT INVESTMENTS: Hello. My name is Gerardo 
Reyes Chavez. I am a farm worker and a staff member of the Coalition of Immokalee Workers. I'm here on behalf of 
[Domini Impact Investments] to present item seven and urge you to vote yes on the resolution, recommending 
Kroger to publish a just transition report.

This report will allow Kroger to know how climate changes affecting the farm workers in its supply chain and 
whether the company is in fact ensuring effective labor protections for these workers. To begin with, we must 
establish the gravity in deep the dire urgency of this resolution.

The stakes of a just transition for Kroger is nothing less than like for that for the farm workers who put food on all 
our tables and yet despite the potential to be tragic consequences of failing to protect workers from our ever rising 
temperatures, even just taking a break to drink water has been met with harassment and violence from a 
supervisor.

I know this because it is the reality I myself have lived as farm worker. Fortunately, there is a solution. The Fair 
Food Program or FFP. Under the FFP, farm workers are protected from heat stress with the mandatory provision of 
shape, rest breaks, bathrooms, ample pool clean water, electrolytes and training, workers who feel symptoms of 
heat stress can stop working and seek medical attention without fear of retaliation. That's why the Washington Post 
called the FFPs groundbreaking protections America's strongest workplace heat rules.
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But despite repeated calls from farm workers and consumers alike, Kroger still refuses to join the program and thus 
lags far behind its competition, many of whom joined the FFP over a decade ago. Kroger vendor guidelines rely on 
widely discredited certification programs that lack the mandatory heat protections needed to ensure a just transition 
for workers in the company's supply chain.

Worse yet, those programs effective mechanisms to enforce the standards they do claim to uphold, allowing fear 
and abuse to go unchecked the kind of fear that prevented me from ensuring my own safety in the fields for years. 
The Fair Food Program is saving lives every day in the fields. Thank you.

WILLIAM MCMULLEN: Thank you, Gerardo. May I please have a second?

UNIDENTIFIED PARTICIPANT_1: I second that proposal.

WILLIAM MCMULLEN: And now to our business update.

(video playing)

I just love sharing that video because it shows how far we've come as a company. What started out as a small store 
on the banks of the Ohio River is now a valued community member cross 35 states. This growth could not have 
been possible without the countless dedicated associates who chose to build their careers with Kroger.

Our associates are the heartbeat of our stores, our distribution, and fulfillment centers, our manufacturing plants, 
and our offices. They are what makes Kroger such as special place.

We are committed to investing in our associates success, both at work and at home. We consider associates needs 
holistically, with benefits empowering our associates to bring their whole selves to work each and every day, from 
our first of its kind financial coaching program, which is available to every associate to our world class educational 
benefits offering up to $21,000 for ongoing education.

We provide unique options for our associates to explore, paving the way for their individual growth journeys. It's 
pretty incredible that more than 90% of the associates participating in our continuing education program are hourly 
associates, thousands have taken advantage of this opportunity.

And we continue to improve wages. Since 2018, we've made $2.4 billion in incremental investments to raise 
associate wages, a 33% increase, bringing our average hourly rate to nearly $19 and nearly $25 per hour with 
comprehensive benefits.

We make these historic wage and benefit investments because we respect and value our associates. We know that 
when our associates have a better experience, they provide a better experience for our customers.

Our leaders are always listening deeply to their teams to understand how they can better support associates' 
thriving careers. We strive to deliver a best-in-class experience for every associate every time they interact with us. 
Whether an associate comes here for a first job, a new beginning, or mid-career change, we are confident they will 
find their place with us.

Let's hear from some of our amazing associates about their experience does at Kroger.

(video starts)

UNIDENTIFIED PARTICIPANT_2: I just like making the customers happy and talking to them. I feel like it's my sort 
of duty in a way, like my life purpose just to make people happy.

UNIDENTIFIED PARTICIPANT_1: Everything we do, every customer we serve, every item we sell is not possible 
without every one of our amazing associates.

UNIDENTIFIED PARTICIPANT_2: There's a ratification that you get in serving others that you just can't get doing 
anything else.

PX6675-005

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 606 of 620 * PUBLIC * 



Page 6 of 15

Kroger Co Annual Shareholders Meeting - Final

UNIDENTIFIED PARTICIPANT_1: I love my job. I love the people who I work with. I love the environment that 
Kroger creates.

UNIDENTIFIED PARTICIPANT_2: I absolutely feel like every day that I come to work, my team and I make a huge 
difference. This is literally the best job that I ever had.

UNIDENTIFIED PARTICIPANT_1: 420,000 strong, dedicated, hardworking, unique individuals.

UNIDENTIFIED PARTICIPANT_2: I started as a pickup clerk in 2016 and now I'm Assistant Store Leader. It is truly 
a dream come true.

UNIDENTIFIED PARTICIPANT_1: I started bagging groceries for the Kroger company, really a part-time job, and I 
discovered a career with the company almost 32 years later.

UNIDENTIFIED PARTICIPANT_2: There's a lot of opportunity here with the company. I mean, I don't have a 
degree; hard work, determination got me to where I'm at today, and I am very proud of what I've done with Kroger.

UNIDENTIFIED PARTICIPANT_1: Pursuing their own goals, carving out their own future.

UNIDENTIFIED PARTICIPANT_2: Through this job, I was able to support my four kids. I have four daughters and 
sending them to college. But if you have goals, you have dreams. You can make those dreams come true.

UNIDENTIFIED PARTICIPANT_1: We are so proud of everything you have accomplished and we look forward to 
everything you will achieve.

UNIDENTIFIED PARTICIPANT_2: There's so many opportunities at Kroger. I can do anything and I feel like I'm 
living the dream right now, and that's thanks to Kroger.

UNIDENTIFIED PARTICIPANT_1: This is my family.

UNIDENTIFIED PARTICIPANT_2: Maybe I'm from Morocco but Kroger is my home.

UNIDENTIFIED PARTICIPANT_1: Kroger is family. Kroger is truly family friendly.

UNIDENTIFIED PARTICIPANT_2: Thank you for choosing Kroger and making us the company that we are today 
and tomorrow.

WILLIAM MCMULLEN: (video ends)

Thank you for sharing your stories with us, and thank you for everything you do for our customers and fellow 
associates every day. I hope you enjoyed that video as much as I did.

Now turning to our business strategy update. Kroger's in the meal solutions business, and we know many family still 
overwhelmed and are looking for help. Their budgets are stretched and the activities of daily life create full and 
complicated schedules, often deciding what's for dinner tonight just feels like one more problem to solve.

And families have endless ways to solve this problem, from restaurant takeout to meal delivery, to buying 
ingredients and cooking as a family. When we work to solve what's for dinner for our customers, we don't think 
about the grocery industry, we think about how to make meals easier, fresher and more affordable.

When meals are a problem to solve, families come to Kroger for the answer. When people think food, we want them 
to think Kroger. Our strategy is centered around providing solutions for our customers no matter the economic 
environment. To minimize the impacts on ongoing economic uncertainty, we are keeping our prices low.

This is the foundation of our strategy, plainly and simply lower prices attract more loyal customers who help us grow 
our business. This allows us to reinvest in even lower prices and an ever improving shopping experience and higher 
wages for our associates.
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We know this model works because we've been using it successfully for many years by grounding our focus in 
fresh, our brands, seamless and personalization, our business model continues to provide flexibility to navigate 
changing operating environments.

Every meal is better with fresh foods from our backyard grill out to family dinner tonight, fresh foods players starring 
role in our favorite dishes. We continue to improve the ways we bring the freshest food to our customers, no matter 
how they shop with us.

Fresh starts on the farm. Our supply chain, technology and merchandising teams work with thousands of local 
farmers to make sure products are picked the right time. These items are then routed to their closest store 
fulfillment center and delivered to customers who have more days of freshness to enjoy their favorite fruits and 
vegetables at home.

Kroger is doing the difficult complex work necessary to give customers fresher products, and they are taking notice. 
Whom we improve freshness in our produce department through our end to end fresh programs, customers reward 
us with increased sales and produce and throughout the store. Our approach to fresh goes beyond the produce, 
meat and dairy aisles.

Our customers tell us they're busier than ever before, and they need easier ways to feed their families. We have a 
renewed focus on filling that need by serving more meal options, including quick ready-to-heat, ready to eat meals 
that make life easier for busy families because we are never satisfied.

We challenged our teams to take a closer look at a handful of items that were good, but we knew could be great. 
When we reformulated and repackaged our fried chicken to make it even crispy, we used that opportunity to create 
a meal bundle to feed a family for $3.50 a person. I don't know anywhere else a family can find a meal for that price 
point and high quality.

Customers can find similar savings across our home chef sushi, deli and bakery offerings. When more people in the 
United States are searching for simple meal solutions, Kroger offers more choices that are just as convenient as 
restaurants at a quarter of the price. Families can find a better quality meal in our stores or deliver directly to their 
homes while stretching their budgets even further.

The our brands team is also taking a fresh approach to their work with 800 new products coming to our shelves this 
year alone. Even picky eaters can find a new item they're going to love, from our organic Simple Truth options and 
indulgent private selection products to the ever popular Kroger brands choices and budget conscious smart way 
line. We offer inflation resistant items that continue to earn their place on our customers' dinner tables.

We are seeing customers who are more interested in exploring new flavors than ever before which makes their our 
brands work so exciting. This renewed interest in international flavors prompted us to launch our new Hispanic 
inspired Mikado brand. It features authentic products that fit into any budget.

This is just one example of the innovation that makes our brands products so special. No discussion about fresh is 
complete without talking about our growing Kroger health business. Our pharmacist, (inaudible) dietitians, and 
nurse practitioners are available to patients every day to address big and small health needs from dietary 
counseling to questions about medications. Patients confined expert, convenient care, right in their neighborhood 
store.

Moving to our digital strategy, our technology teams are finding new ways to get our customers the products they 
want and shop in a way that fits seamlessly into their days. We continue to invest to improve our digital experience 
because when we make grocery shopping convenient, our shoppers are more satisfied and spend more of their 
food budget with Kroger.

As we work toward achieving another year of strong sales growth, we continue to improve the customer experience 
and introduce new mobile features that gives customers more choices and when and how they receive their 
groceries.
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Customers who use Kroger delivery absolutely love it. And we know it is one of the many ways we will drive long-
term growth. Alongside investments in our digital business, we are also increasing investments in our brick and 
mortar stores.

In 2024, we will build more new stores and engage in more renovation projects than we have in the past five years. 
This combination of stores that are fun to shop and convenient delivery options is the best way we will be able to 
bring more affordable fresh food to more people across the country.

In addition to our lower priced commitment, we are providing more savings through personalized offers. In 2023 
alone, customers clipped $4 billion digital coupons, that's more than $1 billion more than the year before. It is clear 
that we are delivering the right deals to the right customers at the right time. These offers provide more value to 
customers on the items they already love while encouraging them to discover new products.

We think they'll love by providing the freshest food, our most innovative our brands products through a seamless 
shopping experience that's powered by personalization. We are bringing our vision of think food, think Kroger to life. 
Let's take a closer look at some of our 2023 results.

Our team's commitment to providing value grounded in a strong operating model and go-to-market strategy 
contributed to our financial results. These include identical sales, excluding fuel, increased 0.9% and an underlying 
identical sales excluding the effects of Express Scripts and without fuel, grew 2.3%.

Our total company sales of $150 billion, operating profit of $3.1 billion and adjusted FIFO operating profit of $5 
billion. Earnings per share of $2.96 per diluted share and an adjusted EPS of $4.76 per diluted share. Cost savings 
greater than a $1 billion for the sixth consecutive year and a $1.3 billion in net operating profit from our alternative 
profit business.

Additional highlights include growing our digital business to the $12 billion in annual sales, increasing digitally 
engaged households by 18% compared to the year before, and we invested an incremental $500 million in wages. 
We also earned Newsweek's most responsible companies recognition for the fifth year in a row.

As you know, we announced our first quarter results last week by keeping prices low and delivering personal 
promotions, we are bringing customers exceptional value. During the quarter, we saw a 0.5% positive identical 
sales growth without fuel and digital sales grew more than 8%. This growth continues to demonstrate that when we 
make the right decisions for our customers, associates, and communities, our shareholders' benefit.

Additionally this morning, our Board approved a dividend increase from $1.16 to $1.28 per year. This represents the 
18th consecutive year of dividend increases. The next quarterly dividend of $0.32 per share will be paid on 
September 1 to shareholders of record as of the close of business on August 15. This increase reflects the Board of 
Directors' confidence in our leading with fresh and accelerating with digital strategy.

We believe in the fundamental truth that no one should go to bed hungry. As America throws away 40% of the food 
it creates, one in seven people do not know where their next meal comes from. This is a problem that has a 
solution.

We learned a lot since launching our zero hunger, zero waste impact plan six years ago. In that time, we discovered 
how to engage our operations team to achieve 100% participation in our food rescue program.

We explored ways to help customers use their food and their fridge creatively so they can avoid food waste in their 
homes. And we forged new relationships with organizations that are making a real difference feeding their 
neighbors every day.

We can't think of a better example of a dedicated group of people are changing communities than block ministries 
right here in Cincinnati. We caught up with the team to learn more about the work we've been able to accomplish 
together.

Let's take a look.
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(video playing)

Thank you, Chris, and your entire team. I am so inspired by the work you've done in (inaudible) and the way that 
you're expanding your teaching kitchens, it's incredible to think that you have a 90% job placement rate from that 
program. To help with that effort, Kroger, we'd like to donate $60,000 to support you and your team.

Alongside our zero hunger, zero waste work, we continue to make progress toward a framework for action plan. We 
were honored to be recognized for this work by Mogul, who named Kroger one of the best workplaces for diverse 
professionals earlier this year, and our commitment to building and sustaining a diverse supply chain lead us to 
achieve the $1 billion round table status for the 15th year in a row.

While we know this journey is never complete, we continue to strive for our company to reflect the communities we 
are so honored to serve. And now we'd like to share a brief update on our pending merger with Albertsons 
Companies.

As noted here, this presentation includes forward-looking statements as I'll share what's influencing in shaping our 
business. We make decisions with the future in mind. We challenge ourselves to create a stable, successful 
organization that will support associate growth, provide better customer service and address the changing ways 
America eats. We believe this merger creates the best environment in the near and long term to bring lower prices 
and more choices to more people.

It secures the future of stable union jobs and invest in communities to eliminate hunger in the United States. Kroger 
is a company that delivers on its commitments. This is clear in the way that we reduce prices so families can have 
the food they need to thrive.

And that's why we committed $500 million to reducing prices beginning day one. It is clear and the 100,000 union 
jobs we added in the last 12 years that Kroger is adding jobs while the grocery industry is losing them and large 
non-unionized retailers are growing unchecked.

That's why we are investing more than $1 billion in wages and benefits after the merger closes. And why we 
committed to zero store closures and zero frontline layoffs as a result of the merger. It is clear in the way we 
achieved our commitment to donate 3 billion meals, nearly two years ahead of schedule and in our commitment to 
donate 10 billion meals together by 2030.

The way people eat is complex and ever-changing. Even after the merger closes, we will still need to earn 
customers' business every day. They will still be able to choose to shop at Walmart, Amazon, Costco, all the Dollar 
Store among others. They can still decide between eating a meal at home and eating at a restaurant.

Our merger will not change the retail landscape. Instead, it will allow both companies and their amazing associates 
to achieve outcomes that we couldn't achieve on our own. We shared an updated divestiture plan this spring that 
addressed feedback we've received from regulators.

We look forward to continuing to defend our proposed merger because we are confident it is the right thing for our 
customers, our associates, and our communities. I'm incredibly optimistic about what our associates will achieve in 
the year ahead.

Our teams are passionate about exploring new trends and bringing the freshest products to our customers across 
the United States. Every day, they rise to the challenge of moving produce from the field to the dinner table faster. 
They explore ways to make trendy foods more accessible to every customer no matter their budgets, and they do 
all this while upholding our commitment to zero compromise on affordability, selection and convenience.

Our associates are at the heart of Kroger. They provide the ingredients that make it fun for families together and 
share stories over amazing meals. They make technology simple for customers so that they can focus on enjoying 
food instead of how they will get their shopping done.
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They lead with our purpose to feed the human spirit, created an inspiring place to work and shop. And every 
associate plays a role in advancing our zero hunger, zero waste impact plan by ensuring food serves its highest 
purpose to feed people who power thriving and healthy communities.

We cannot do this work alone. Thank you to the hundreds of food banks and community partners who are 
connecting families to fresh food. I'd like to thank our customers, associates, and shareholders for your ongoing 
support for Kroger, and I look forward to everything we will achieve together in the year ahead.

That concludes our annual business review. Now we will return to our formal agenda. Our voting period is now 
closed. We will provide a report on the results of the vote for the items outlined earlier. Lee, the report please.

LEE CASSIERE: The preliminary voting results are as follows. The final voting report will be reflected on our Form 
8-K which will be filed with the SEC. Item one, we find that the nominees for the Board of Directors have been duly 
elected as directors of the Kroger Co. with over 91% of the votes cast in favor of the nominees.

Item number two, we find that the resolution approving the compensation of the company's named executive 
officers was adopted with over 91% of the votes cast in favor of the resolution.

Item number three, we find that the resolution ratifying the selection of PricewaterhouseCoopers as the company's 
auditor for 2024 was adopted with over 89% of the votes cast in favor of the resolution.

Item number four, we find that the resolution that the Board of Directors commission and disclose a report on the 
public health cost created by the sale of tobacco products was defeated with over 88% of the votes cast voting 
against the resolution.

We find that the resolution that the Board of Directors report the recipients of contributions greater than $10,000 
was defeated with over 93% of the votes cast voting against the resolution item.

Item number six, we find that the resolution that the Board of Directors issue a company wage policy was defeated 
with over 83% of the votes cast voting against the resolution.

Item number seven, we find that the resolution that the Board of Directors published a just transition report was 
defeated with over 82% of the votes cast voting against the resolution.

Questions and Answers

WILLIAM MCMULLEN: Thank you Lee. We will now transition to the Q&A. Kroger's Group Vice President of 
Corporate Affairs, Keith Dailey will read several of the questions we've received, and I will respond. During the 
question and answer period, we will cover all the key themes informed by the questions we received from you, our 
shareholders.

We will address as many questions as we can while acknowledging similar questions were submitted from our 
shareholders. If your question is about our assortment, for example or a specific store, please know that we've 
shared it directly with the correct teams.

This would include questions related to a specific product availability or how store hours are determined. We will 
now have about 20 minutes for Q&A. And I'll take the first question Keith.

KEITH DAILEY, GROUP VICE PRESIDENT - CORPORATE AFFAIRS, KROGER CO: Thank you. Several 
shareholders are asking questions related to the proposed merger with Albertsons seeking any updates on current 
status.

WILLIAM MCMULLEN: Yeah. Thanks, Keith, and thanks for the question. As I mentioned a few minutes ago, we 
continue to move forward. We announced a few months ago the expanded divestiture plan with C&S. And the plan 
that we announced directly responded to the questions that were raised by federal and state antitrust regulators 
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regarding the original agreement, we believe this package with the modified and expanded store set as well as 
other (inaudible) store assets bolsters our position with the regulatory challenges to the merger.

We also believe that it positions C&S to be an incredibly strong and successful (inaudible) and we're prepared to 
defend the merger because it will bring lower prices, as I mentioned before, to our customers. It's been our strategy 
for over 15 years to lower prices.

It will continue to offer choices to customers. It protects and provides additional security for long term union jobs. 
And as I mentioned before, we've added over 100,000 jobs over the last, little over a decade. And it also supports 
our ability to continue to invest in communities that's so important to our communities and important to our business 
and our associates, and the commitment of 10 billion meals by 2030. So those are the things that the merger allows 
us to do, and we're looking forward to bringing it to successful conclusion.

KEITH DAILEY: Thank you. We also have several shareholder questions related to inflation and adding a big issue 
this past year, how do you expect inflation to be impacting customer in 2024 again?

WILLIAM MCMULLEN: Yeah. Thanks for the question. And I'm going to talk about it really from two aspects, one 
from a company standpoint, and then obviously from an individual standpoint. From a company standpoint, we've 
always tried to make sure that we have a business model that's flexible to deal with any economic environment, 
whether that's inflation or deflation event. And we think it's incredibly important to be agile and to be able to be 
successful regardless of the environment.

As I mentioned earlier, our long-term strategy is to continue lowering prices for customers. Our gross profit rate 
today is significantly lower than it was a 3 years ago, 5 years ago, or 10 years ago or 15 years ago. So all those 
things that we've tried to make sure from that Kroger is successful regardless of the environment, it always makes it 
difficult when you go aggressively from inflation to deflation or vice versa.

If you look at the current environment in the first quarter, inflation was right around 1%, truly where we expected to 
finish this year will be around 1% as well.

When you look at customers, there's a significant number of customers that are under tremendous financial 
pressure, and that's some of the things that we do in terms of trying to lower our overall margin. But we also we 
introduced the product smart way, which is an entry price point item.

We also tried to do -- continue to do a better job on loyal customer mailings and promotional offers and other things 
to really trying to let a customer not have to compromise between quality and fresh. And we feel emotionally 
obviously, in terms of what are the things that we can do to help that person on a budget, to stretch their budget and 
how do we help them feed their family for $10 or less, the family of four, $15 at least.

So those are all the things that we do, and it's just important getting back to our job is to make sure everybody has 
access to fresh, affordable food with zero compromise. So really appreciate the question, and we'll do everything 
we can to minimize inflation and minimize the impact on people.

KEITH DAILEY: A shareholder notes that a lot of companies are betting big on AI, artificial intelligence, how's 
Kroger thinking about using it if at all.

WILLIAM MCMULLEN: Yeah, it's a great question. And it's something that if you look at going into the future, it will 
continue to be important. We are doing all we can looking at machine learning and AI in terms of how are we -- how 
can we do things that make our associates job easier and our customers' lives easier, and we're exploring tons of 
different opportunities.

If you just think about fulfilling our pickup orders, helping our associates understand what items are substitutable for 
the customer, how -- what is the right route to go through a store, what's the most efficient way to do it. All of those 
things allow us to continue to support the increase in wages that I mentioned earlier, and continuing to invest in 
price.
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But AI to me is the journey that we're just starting to get started on. I don't think any of us knows what it will do, but 
we're going to do everything we can on to try to make sure that the customers job is easier to be able to feed their 
family, and our associates job easier as well.

So it's an exciting opportunity that I think we're just getting started. But it is all about how do we help others, how do 
we help our customers, and how do we help our associates.

KEITH DAILEY: A shareholder, [Mike Telford] asked if the company is having any supply chain issues in its 
(inaudible) categories. And sir thank you and keep up the good work.

WILLIAM MCMULLEN: Thanks, Mike, for the comment obviously and appreciate it on behalf of our whole team that 
I can't be more proud of the whole team that we have it and all the work they do. If you look at supply chain, our 
team has done a fabulous job of really smoothing things out and the partnership between our supply chain team 
and our merchandise and procurement team, really has got us well past COVID now.

And it would be very I'm trying I think if there's any items out there right now, the only thing that I would be aware 
where there could be some supply chain issues, it's really more weather related at this point.

But it's to me, if you think back just a couple of years ago in the middle of COVID, what our team did to make sure 
that people were able to keep buying their groceries every week was mind boggling. Those teams have done a 
great job of leveraging those learnings to make sure that we continue to do it.

And if you had a chance to listen to our earnings call, you heard us talk about that actually our teams were able to 
reduce our supply chain costs in the first quarter versus last year. And that's because of the partnership across the 
whole company. So it's incredibly exciting to see and appreciate it.

KEITH DAILEY: Great. Next question is from shareholder [Kyle Saber] who knows that even though the company 
beat the 2023 first quarter stock -- excuse me, 2023, first quarter results, the stock price has fluctuated between 
$49 and $58, unless there is any indication why the price varies and whether the Board has considered a stock split 
to encourage more investment.

WILLIAM MCMULLEN: Yeah. Thanks Kyle for the question. And one of my favorite quote, I used to always give 
credit to Warren Buffett that when I gave Warren credit, he told me it was actually Benjamin, one of his mentors that 
(inaudible) that said it originally. And short term, stock markets and voting machine long-term, it's a weighing 
machine.

And our team continues to deliver. And if you look at our stock price performance over a 3 year, 5-year, 10-year 
period has been very strong. So it's hard not to look at it on a daily basis, I understand because I have that same 
thing.

But as long as we continue to take care of our customers, take care of our associates and support our communities, 
our financial results are an outcome of doing those jobs well, and then our stock price is a reflection of that and the 
business continues to generate obviously strong cash flow as well, which will position us to be able to merge with 
Albertsons.

As you know, we just announced -- the Board just announced increasing the quarterly dividend from $0.29 to $0.32. 
That's really a reflection of the support of the business and the growth of the business. And it was the 18th year in a 
row that we've raised the dividend.

On the stock split, it's not something that really has been given serious consideration at the current price of our 
stock. At some point, I'm sure the Board would take up that but at the current price, it really doesn't make sense to 
split it at this point in time, and really thanks for the question Kyle.

KEITH DAILEY: The next question is from a shareholder who is looking for a status update on the company's 
renewed commitment to building and renovating stores.

PX6675-012

PUBLIC

FEDERAL TRADE COMMISSION | OFFICE OF THE SECRETARY | FILED 07/31/2024 OSCAR NO. 611336 -PAGE Page 613 of 620 * PUBLIC * 



Page 13 of 15

Kroger Co Annual Shareholders Meeting - Final

WILLIAM MCMULLEN: Yeah, thanks for that question. And to me, this is one of those words incredibly exciting to 
talk about, you know, every year, we're spending $3.5 billion to $4 billion in capital. And that capital allows us to 
expand our stores, remodel our stores, build new stores, and all those things create new job opportunities for our 
associates and promotion opportunities.

And you hear all of us talk about so many people come to Kroger for a job and discover a career. And our capital 
plan and building up those stores are things that allow us to be able to support people to grow. In fact, 70% of our 
store managers started out as hourly people.

You would see us really incrementally adding stores. We would expect to do about 30 major projects this year, 
that's up 12 or 14 over last year. Some areas that have the higher growth, if you think about Colorado and Arizona 
would be places that we're investing a little bit incrementally.

So far, we're seeing great results from the projects that we have completed and the technology is also important 
that we continue to invest there. We feel really confident that we have the right mix of stores and digital assets to be 
able to bring fresh food to more people across the country.

And really appreciate the question because that is the lifeblood of the future of the company and the continued 
growth of the company and being able to support our jobs as well.

KEITH DAILEY: The next question is related to the digital business. The shareholder asks if it's still a big focus or 
has the strategy shifted to spend more on stores?

WILLIAM MCMULLEN: Yeah, I understand the question, appreciate the question, and it really ties back to some of 
my comments I made on the last question. As we look at 5 and 10 years, what we find is customers, I don't even 
think we call it seamless, but I don't mean the customer thinks of it that way, the customer thinks of what they need 
to do at that particular point in time and how do they make their lives easier here.

And sometimes that will be actually shopping in a store and getting some cool new cheeses at Murray's or 
(inaudible) and our seafood department or meat. Other times it will be involved stopping at a store and getting 
pickup. Other times it's getting delivery from one of our sheds.

And all of that -- we think all of those things and the customer allowing the customers to be able to move back and 
forth in a totally seamless way is the key to the future, and we will continue to support that. In fact, if you look at the 
first quarter, when you just look at our pickup and delivery business, it grew double digits, and it has for the last 
couple of years and we would expect that to continue.

And also we are increasing the number of households and the number of orders. All of those things are important. 
And then when you look at our customer fulfillment centers, that wouldn't be like in Cincinnati, it's Monroe, but we 
have them throughout the country.

The Net Promoter Scores that customers telling us how much they enjoy that experience, they rated incredibly high 
because they're confident that their ice cream will come to their house frozen, even if it's 90 or 100 degrees outside. 
Chocolate won't be melted, and the produce will be amazingly fresh and the delivery person will have an amazing 
smile when they're delivering to their door.

So it's absolutely critical to our future, but it really is our physical stores and our delivery business and our digital. 
And if you think about our website, that's really a storefront and our teams have done an amazing job to continue to 
make it faster for somebody to find what they want, inspire them to find things that they wanted that they didn't 
realize.

And it really is all of that working together that will be critical to our future success. And I feel really good about 
where we're positioned, but we're just getting started. Thanks for the question.

KEITH DAILEY: Thank you. A shareholder asked why did Kroger advise an against voting in favor of a living wage 
policy to support associates.
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WILLIAM MCMULLEN: Yeah. It's really gets back to the comments that were in the proxy. We're really proud of the 
fact that over the last since 2018, we've increased our average hourly rate by 33%, and it's nearly $19 and $25 
when you include world class benefits, which most of our competitors don't offer. And we will continue to invest in 
wages, but we have to make sure that we do that in a way that's balanced and also supports our pricing and other 
strategies. So it's all of that together.

I understand and appreciate the question a lot. But we will continue to invest in wages. It is also the reason why we 
will invest, we call it feed your future, but we help anybody go to college or get there (inaudible) to their PhD 
because those are the things that will allow somebody to come to Kroger for a job and get promoted and take on 
additional responsibilities, which always comes with higher wages too.

And as I mentioned before, 70% of our managers started out as hourly associates. And that is really what's special 
about our company. And you saw it in the video where our associates talked about what amazing place it is to work.

KEITH DAILEY: Thank you.

WILLIAM MCMULLEN: Thanks for the question.

KEITH DAILEY: A shareholder asks if you can give an update on alternative profit businesses.

WILLIAM MCMULLEN: Yeah, this is an area where I'm super proud of the whole team because it really -- it started 
several years ago, but it was identifying the fact that we have 11 million people a day come into our stores and 4.5 
million people a day gone to our website is how do you identify things that are helpful for the customer and has a 
margin that's higher than the grocery business, and you can use that profit to invest in wages that I just mentioned, 
in benefits, in lower prices, in supporting communities.

And in the first quarter was incredibly strong. I was led by our what we call KPM, that our Kroger precision 
marketing, it's our media business. And when you look at the competitors there, it's really Facebook and Google 
and people like that. And we think we do a better job of letting people know how their money is being spent, but the 
return on that money, and doing it in a totally transparent way.

And we think the opportunity is even bigger in front of us. And the first -- importance of first-party data will be more 
important than ever before. And then if you look at our what we call our Kruger personal finance business, there's a 
couple of cool new ideas that that team is working on that we will -- we believe will further support our growth going 
forward.

So it's an important part of our overall economic engine and allowing us to give the customer experience, that 
customers need and want and expect from us, allows us to invest in wages and pricing. And it's one of those things 
where we can do something a little different than many of our competitors. Really appreciate the question, exciting 
opportunities.

KEITH DAILEY: Great, thank you. We have time for one more question and a shareholder knows their BOOST 
member and they like their free delivery and they wanted to know if they can expect any additional benefits coming 
through the BOOST program.

WILLIAM MCMULLEN: Yeah, BOOST is incredibly an important future for us. And it's one of those things where it's 
fascinating. We have a lot of people that will tell us they've heard about it, but they don't tell us they love it until they 
get engaged with it and we actually P&G with nice enough to do some research with us on customers.

And it was fascinating because some customers truly love what you did in terms of the extra points on fuel. Other 
customers love the fact they can get same-day delivery without an incremental charge. And so all those things that 
are incredibly important and we'll continue to look forward to sharing more.

I can tell you the team is ongoing on looking for other ideas on how to add more value to the BOOST membership. 
But it is the most affordable membership program out there, either the $59 or $99 level and the double fuel points 
and the delivery, and all those things are really important, and we'll keep looking for it and appreciate the question.
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As always, thanks everybody, for all the questions, and thank you for joining us today. Along with my fellow 
directors and officers, we welcome your input throughout the year, not just at the annual meeting and you can read 
in the proxy statement how to contact us.

Before I officially end, I always like to send out a huge thank you to the retirees. Kroger would not be who it is 
without all the retirees and I know [Dave Dillon], who is my predecessor, always gets the chance to listen in and I 
wouldn't be the person I am if it wasn't for Dave and I think about some of the teachings from Dave every single 
day, and it's just amazing.

And [Kevin Doherty] and [Paul Kelvin] I know always listen in as well. And I'm sure I'm missing others, but really 
appreciate your partnerships over the year and the friendships and together all the retirees is what made Kroger it is 
today.

Thank you again for your participation and please take care and be well, the meeting is adjourned.
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