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Item 7.01

Regulation FD Disclosure.

In connection with its Investor Conference held on October 11, 2017, The Kroger Co. issued a press release confirming its fiscal 2017 annual
guidance. The net earnings per diluted share and adjusted net earnings per diluted share guidance include the effects from the 2017 named
hurricanes, but exclude one-time expenses expected to be recognized upon settlements of a Company-sponsored pension plan later this year. ID
sales guidance includes the effect of the 2017 named hurricanes.

In addition, we disclosed that as a result of a review of assets that are potentially of more value outside of the company than as part of Kroger, the
Company has decided to explore strategic alternatives, including a potential sale, of its convenience store business. Considering the current
premium multiples for convenience stores, we feel it is our obligation as a management team to undertake this review.
Attached hereto as Exhibit 99.1, and filed herewith, is a copy of that release.
Fiscal 2017 Guidance
Identical supermarket sales (excluding fuel
sales)

We expect identical supermarket sales growth, excluding fuel, of 0.5% to 1.0% for the remainder of
fiscal 2017.

Net earnings per diluted share

We expect net earnings to be $1.74 to $1.79 per diluted share for 2017, which includes an estimated
$.09 for the 53rd week. We expect 2017 adjusted net earnings per diluted share to be $2.00 to $2.05,
including the 53rd week and excluding charges related to the withdrawal liability for certain multiemployer pension funds and a voluntary retirement offering (the “2017 adjustment items”).

Non-fuel FIFO operating margin

We expect full-year FIFO operating margin in 2017, excluding fuel, the 2017 adjustment items and
the 2016 restructuring of certain multi-employer pension obligations, to decline approximately 3040 basis points compared to 2016 results.

Capital investments

We expect capital investments, excluding mergers, acquisitions and purchases of leased facilities,
to be $3.0 to $3.3 billion. These capital investments include investments in digital and technology;
approximately 55 major projects covering new stores, expansions and relocations; 175 major
remodels; and other investments including minor remodels, and upgrades to logistics,
merchandising systems and infrastructure to support our Customer 1st business strategy.

Supermarket square footage growth

Approximately 1.8% before mergers, acquisitions and operational closings.

Expected tax rate

We expect the 2017 tax rate to be approximately 35%, excluding the resolution of certain tax items
and effects from the 2017 adjustment items.

Product Cost Inflation/LIFO

We anticipate product cost, without fuel, to be inflationary in 2017 and a LIFO charge of
approximately $80 million.

Pension Contributions/Expenses

Company-sponsored pension plans
We expect 2017 Company-sponsored pension plans expense to be approximately $90 million.
Although we were not required to make a cash contribution in 2017, in the third quarter of 2017,
we made a $1 billion ($650 million after-tax) contribution to the plan that will significantly address
the underfunded position of the plan. We do not expect to make any additional contributions to
the plan. In addition, we expect there will be a settlement charge in the fourth quarter of 2017
associated with the
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settlement of the Company-sponsored pension plan obligations for eligible participants’ pension
balances that are distributed out of the plan via a transfer to other qualified retirement plan
options or a lump sum payout, based on each participant’s election.
In addition, there will be a one-time expense in 2017 associated with the settlement of the
Company’s obligations for the eligible participants’ pension balances that are distributed out of
the plan via a transfer to other qualified retirement plan options or a lump sum payout, based on
each participant’s election.
Multi-employer plans
In 2017, we expect to contribute approximately $360 million to multi-employer pension funds,
which excludes any additional multi-employer restructuring or withdrawal liabilities that could
occur. Of this amount, $35 million has been accrued for as of year-end. Although these liabilities
are not a direct obligation or liability for Kroger, any new agreements that would commit us to
fund certain multi-employer plans will be expensed when our commitment is probable and an
estimate can be made.
Labor

We are currently negotiating an agreement with the UFCW for store associates in Food 4 Less
Warehouse Stores, with the UFCW for store associates in Charleston, West Virginia, and with the
Teamsters for the Master Agreement. Negotiations this year will be challenging as we must have
competitive cost structures in each market while meeting our associates’ needs for solid wages
and good quality, affordable health care and retirement benefits. Also, continued long-term
financial viability of our current Taft-Hartley pension plan participation is important to address.

Initial Guidance for 2018
·
·
·
·
·

We are early in the planning process.
We are striving for EPS to be flat to slight growth from 52-week 2017 adjusted results.
We are not seeing anything that would cause us to be below $1.80.
We expect the full year ID sales to be stronger than 2017.
We expect capital expenditures of approximately $3 billion.

Investor Conference
Kroger will host an investor conference today in New York. A webcast and slide presentation will be available live online from 9:00 a.m. to
approximately 2:00 p.m. (ET) at ir.kroger.com.
Forward Looking Statements
This Current Report contains certain statements that constitute “forward-looking statements” about the future performance of The Kroger Co.
These statements are based on management’s assumptions and beliefs in light of the information currently available to it. Such statements are
indicated by words such as “believe,” “guidance,” “expect,” “estimate,” “anticipate,” “will,” “would,” “could,” “consider,” “committed,” and
“continue.” Various uncertainties and other factors could cause actual results to differ materially from those contained in the forward-looking
statements. These include the specific risk factors identified in “Risk Factors” and “Outlook” in our annual report on Form 10-K for our last fiscal
year and any subsequent filings, as well as the following:
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·

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 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.

·

Our ability to achieve sales, earnings and cash flow goals may be affected by: labor negotiations or disputes; 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 inflationary and deflationary trends in certain commodities, and the unemployment rate; the effect that fuel costs have on
consumer spending; volatility of fuel margins; changes in government-funded benefit programs; manufacturing commodity costs; 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 inconsistent pace of the economic recovery; changes in inflation or deflation in
product and operating costs; stock repurchases; 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 potential costs and risks associated with potential cyber-attacks or data security breaches;
the success of our future growth plans; and the successful integration of Harris Teeter and Roundy’s. Our ability to achieve sales and
earnings 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.

·

During the first three quarters of each fiscal year, our LIFO charge and the recognition of LIFO expense is affected primarily by estimated
year-end changes in product costs. Our fiscal year LIFO charge is affected primarily by changes in product costs at year-end.

·

If actual results differ significantly from anticipated future results for certain reporting units including variable interest entities, an
impairment loss for any excess of the carrying value of the reporting units’ goodwill over the implied fair value would have to be
recognized.

·

Our effective tax rate may differ from the expected rate due to changes in laws, the status of pending items with various taxing authorities,
and the deductibility of certain expenses.

·

Changes in our product mix may negatively affect certain financial indicators. For example, we continue to add supermarket fuel centers to
our store base. Since fuel generates lower profit margins than our supermarket sales, we expect to see our FIFO gross margins decline as
fuel sales increase.

Item 9.01

Financial Statements and Exhibits.

(d) Exhibits
Exhibit No.

99.1

Description

Press Release dated October 11, 2017
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Exhibit Index
Exhibit No.

99.1
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Press Release dated October 11, 2017
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

THE KROGER CO.

October 11, 2017

By:

/s/ Christine S. Wheatley
Christine S. Wheatley
Group Vice President, Secretary and General Counsel

6

(Back To Top)

Section 2: EX-99.1 (EX-99.1)
Exhibit 99.1

Kroger Outlines Plan to Redefine the Way America Eats and to Deliver Value for Customers & Shareholders
Kroger’s plan to create value for shareholders focuses on redefining the food & customer experience through digital and technology,
expanding partnerships to create customer value, developing talent, and creating social impact
Kroger reaffirms 2017 guidance, including:
·
·
·

Identical supermarket sales growth of 0.5 to 1.0%, excluding fuel, for the remainder of 2017.
Net earnings of $1.74 to $1.79 per diluted share, including an estimated $.09 for the 53rd week.
Adjusted net earnings of $2.00 to $2.05 per diluted share, including the 53rd week and excluding charges related to the withdrawal
liability for certain multi-employer pension funds and a voluntary retirement offering (the “2017 adjustment items”).
Please see 8-K filed today for additional guidance information.

CINCINNATI, October 11, 2017 — The Kroger Co. (NYSE: KR) today will announce its plan to redefine the food and grocery customer experience
in America, called Restock Kroger, during its annual Investor Conference.
“We know that when we serve America through food inspiration and uplift, we create value for our shareholders, customers and associates,” said
Rodney McMullen, Kroger’s chairman and CEO. “We understand that today’s marketplace is shifting rapidly. Kroger’s success has always
depended on our ability to proactively address changes by focusing relentlessly on our customers. We have the scale, the data, physical assets
and human connection to win. Combining our food expertise and data analytics uniquely positions Kroger to create new and highly-relevant
customer experiences, delivered both digitally and in stores. Restock Kroger builds on our strengths and strategically repositions Kroger to
accelerate our customer-centered efforts in order to create shareholder value.”
The Restock Kroger Plan will be fueled by capital investments, cost savings and free cash flow.
The Plan has four main drivers: Redefine the Food and Grocery Customer Experience, Expand Partnerships to Create Customer Value, Develop
Talent, and Live Kroger’s Purpose. The company will regularly update investors on its progress against these pillars, which collectively will create
shareholder value.

Redefine the Food and Grocery Customer Experience: Kroger will outline how it is uniquely positioned to win with customers by accelerating its
digital and ecommerce efforts, applying its customer data and personalization expertise through 84.51 to even more aspects of the business, and
building on the outstanding growth of the company’s Our Brands portfolio.
·
·
·
·
·

Data & Personalization: Kroger already delivers more than 3 billion personalized recommendations to customers annually. Kroger will update
investors on how it is using shopper data to create different experiences for customers.
Digital: Kroger will outline how it is optimizing the digital experience by placing the customer at the center of everything we do, providing not
only functional information but also inspiration and personalized discovery through recipes and product content.
Space Optimization: Kroger intends to leverage customer science to make space-planning decisions to disrupt shelf, optimize assortment and
improve in-stocks.
Our Brands: Building on Our Brands strong, 37% growth from 2011 to 2017 (from $15B to $20.5B in annual sales), Kroger will continue
investing to grow its most popular brands.
Smart Pricing: Kroger will continue investing to avoid losing customers because of price. The company has invested more than $4 billion in
price since 2001.

Expand Partnerships to Create Customer Value: The company will discuss its plans to utilize more of its capital to fund technology and
infrastructure upgrades, and its intention to create alternative revenue streams.
·
·
·

Front End Transformation: Redesign front-end to maximize stores for self-checkout, include expanding currently 20-store Scan, Bag, Go pilot
to 400 stores in 2018.
Technology Innovation: Kroger will continue building its Internet of Things sensor network, video analytics and machine learning networks
and complement those innovations with robotics and artificial intelligence to transform the customer experience.
Alternative Revenue Streams: Kroger intends to create shareholder value by expanding its alternative revenue streams, including driving
media and advertising revenue.

Develop Talent: Kroger will discuss how it is accelerating its high-performance leadership culture through future talent development, training, and
a rebalancing of pay & benefits.
·

Investing in Store Associates: Kroger plans to invest an incremental $500 million in human capital over the next three years. This will be in
addition to the company’s continued efforts to rebalance pay and benefits while also focusing on certifications and performance incentives,
career opportunities and training.

Live Kroger Purpose through Social Impact: The company successfully launched its Zero Hunger | Zero Waste Plan in September, which aims to
end hunger in the communities Kroger calls home and eliminate waste in the company by 2025.
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Incremental Operating Margin, Capital to Support Growth, Free Cash Flow
The Restock Kroger plan is expected to generate $400 million in incremental operating margin by 2020. Kroger will also outline how it will prioritize
its estimated $9 billion in capital investments to support Restock Kroger over the next three years. The company expects to generate more than $4
billion of free cash flow over the next three years — nearly double what was generated over the previous three years.
“Our goal is to continue generating shareholder value even as we make strategic investments to grow our business,” said Mike Schlotman,
Kroger’s executive vice president and CFO.
Exploring Strategic Alternatives for Convenience Store Business
Kroger today announced its intention to explore strategic alternatives for its convenience store business, including a potential sale. This is the
result of a review of assets that are potentially of more value outside of the company than as part of Kroger.
“Our convenience stores are strong, successful and growing with the potential to grow even more,” said Mr. Schlotman. “We want to look at all
options to ensure this part of the business is meeting its full potential. Considering the current premium multiples for convenience stores, we feel it
is our obligation as a management team to undertake this review.”
Kroger’s convenience store business includes 784 convenience stores located across 18 states. It includes 68 franchise operations. The stores
employ 11,000 associates and operate under the following banner names: Turkey Hill Minit Markets, Loaf ‘N Jug, KwikShop, Tom Thumb and
QuickStop. Neither supermarket fuel centers nor Turkey Hill Dairy is included in this review. Kroger’s convenience store business generated
revenue of $1.4 billion and sold 1.2 billion gallons of fuel in 2016. The business unit has delivered 62 consecutive quarters of identical store sales
growth.
“Our convenience store management and associates are an important part of our success. They put our customer first every day. We value what
they do and thank them for what they will continue to do as we conduct this evaluation,” Mr. Schlotman said.
The company has hired Goldman Sachs & Co. to identify, review and evaluate the options.

2018 Commentary
With respect to 2018, the company expects identical supermarket sales to be stronger than 2017. For earnings per diluted share, the company is
striving for flat to slightly-up from 52 week adjusted 2017 earnings per diluted share. While early in the planning process, the company further
noted that it doesn’t see anything in the environment that would cause 2018 earnings per diluted share to be below $1.80.
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Investment Thesis
Mr. McMullen will also outline Kroger’s investment thesis.
“We feel great about our strengths. As America’s grocer, we are growing in a fragmented market. Kroger has more data than any of our
competitors, which leads to deep customer knowledge and unparalleled personalization. We have incredibly convenient locations and platforms
for pickup and delivery within one-to-two miles of our customers. We have a leadership team that combines deep experience with creative new
talent. We have the scale to win with more than 60 million households shopping with us annually. In fact, we’ve been named America’s most
beloved grocery store several times. We connect personally with our associates, customers and communities to uplift and improve lives. And, we
have a proven track record of consistently returning capital to shareholders through an increasing dividend and share buyback program.”
“We believe our best days are ahead of us,” he said.
At The Kroger Co., we are dedicated to our purpose: to Feed the Human SpiritTM. We are 450,000 associates who serve nearly nine million
customers daily in 2,793 retail food stores under a variety of local banner names in 35 states and the District of Columbia. Our Family of Companies
operates an expanding ClickList offering — a personalized order online service — in addition to 2,258 pharmacies, 783 convenience stores, 307 fine
jewelry stores, 222 retail health clinics, 1,472 supermarket fuel centers and 38 food production plants in the United States. Our Company has been
recognized as one of America’s most generous companies for our support of more than 100 Feeding America food bank partners, breast cancer
research and awareness, the military and their families, and more than 145,000 community organizations including schools. As a leader in supplier
diversity, we are a proud member of the Billion Dollar Roundtable.
-30Kroger Contacts:
Media: Kristal Howard, (513) 762-1304
Investors: Kate Ward, (513) 762-4969
This press release contains certain statements that constitute “forward-looking statements” about the future performance of the company. 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 “intends,” “plans,” “assumes,” “estimate,” “expect,” “guidance,” “believe,” “committed,” “will,” “goal,” and “continue.”
Various uncertainties and other factors could cause actual results to differ materially from
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those contained in the forward-looking statements. These include the specific risk factors identified in “Risk Factors” and “Outlook” in Kroger’s
annual report on Form 10-K for the last fiscal year and any subsequent filings, as well as the following:
·

·

Kroger’s ability to achieve sales, earnings and cash flow goals may be affected by: labor negotiations or disputes; changes in the types
and numbers of businesses that compete with Kroger; pricing and promotional activities of existing and new competitors, including nontraditional competitors, and the aggressiveness of that competition; Kroger’s response to these actions; the state of the economy,
including interest rates, the inflationary and deflationary trends in certain commodities, and the unemployment rate; the effect that fuel
costs have on consumer spending; volatility of fuel margins; changes in government-funded benefit programs; manufacturing commodity
costs; diesel fuel costs related to Kroger’s logistics operations; trends in consumer spending; the extent to which Kroger’s customers
exercise caution in their purchasing in response to economic conditions; the inconsistent pace of the economic recovery; changes in
inflation or deflation in product and operating costs; stock repurchases; Kroger’s ability to retain pharmacy sales from third party payors;
consolidation in the healthcare industry, including pharmacy benefit managers; Kroger’s ability to negotiate modifications to multiemployer pension plans; natural disasters or adverse weather conditions; the potential costs and risks associated with potential cyberattacks or data security breaches; the success of Kroger’s future growth plans; and the successful integration of Harris Teeter and
Roundy’s. Kroger’s ability to achieve sales and earnings goals may also be affected by Kroger’s ability to manage the factors identified
above. Kroger’s ability to execute its financial strategy may be affected by its ability to generate cash flow.
During the first three quarters of each fiscal year, Kroger’s LIFO charge and the recognition of LIFO expense is affected primarily by
estimated year-end changes in product costs. Kroger’s fiscal year LIFO charge is affected primarily by changes in product costs at yearend.

Kroger assumes no obligation to update the information contained herein. Please refer to Kroger’s reports and filings with the Securities and
Exchange Commission for a further discussion of these risks and uncertainties.
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