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Vote FOR Proposal #8 to
Require an Independent Chair at
The Kroger Co. (NYSE:KR)

Meeting Date: June 28, 2018

Dear fellow Kroger shareholder:

SumOfUs, an institutional shareholder of Kroger, urges you to vote FOR Proposal 8 at the annual meeting of
Kroger shareholders on June 28, 2018.1 Proposal 8 calls on Kroger to have an independent chair of the board
of directors.

We believe a structure where the CEO runs the business and is accountable to a board led by an independent chair is

in the best interests of Kroger shareholders. Except for brief “apprenticeship” periods at the outset of their CEO service,
Kroger CEOs have also held the role of board Chair for many decades. Kroger CEO W. Rodney McMullen is both the
CEO and Board Chair.

We believe that independent oversight of management would improve the ability of the Kroger board to support
Kroger executives as they formulate appropriate responses to sustainability and competitive challenges. As Intel’s
former chair Andrew Grove stated, “The separation of the two jobs goes to the heart of the conception of a corporation.
Is a company a sandbox for the CEO, or is the CEO an employee? If he’s an employee, he needs a boss, and that boss
is the board. The chairman runs the board. How can the CEO be his own boss?”

An independent board chair is a corporate governance best practice supported by the Council of Institutional
Investors, GMI Ratings, Glass Lewis, and other corporate governance advisors. According to Spencer Stuart, 51% of
companies in the S&P 500 separated the roles of CEO and board chair in 2017. CEOs that report to a board run by an
independent chair are paid about 20% less than their peers, according to a 2016 study by proxy advisory firm
Institutional Shareholder Services.2 We view CEO compensation as a visible indicator of the robustness of board
oversight.

Investors look to the board to advance a long-term outlook, as a counterweight to the shorter-term approaches of
traders and company management.? Robust board oversight with a long-term orientation is especially important as
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Kroger competes with retailers which have implemented sustainability policies that may be more attractive to
customers. A March 2018 study rated Kroger as “failing” on the category of pesticides in its supply chain because it has
no publicly available policy to reduce or eliminate hazardous pesticide use, while five of its leading competitors rated
higher in this category.* Fifty percent of Americans report being concerned about chemicals in their food, and 48
percent are concerned about pesticide residues.’ Consumers cite avoiding pesticides and protecting the health of
themselves and their children as the top two reasons to purchase organic.¢ In a recent Natural Grocers survey, 90
percent of organic consumers said they choose organic food “to avoid pesticides.’A 2016 poll found that 80 percent of
Americans believe it is important to eliminate bee-killing neonicotinoids (“neonics”) from agricultufeKroger’s 87-page
2017 Sustainability Report does not make any mention of this issue.’

I See http://bit.ly/KrogerChair for text of shareholder proposal.
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Kroger faces both reputational and supply chain risks for failing to address the overuse of agricultural pesticides such
as neonicotinoids, glyphosate and chlorpyrifos.19 A new report by the Cambridge Conservation Initiative found that a
dramatic decline in the number of pollinators such as bees and butterflies could lead to many companies facing
potential shortages of raw materials, a fall in crop quality and challenges around security of supply because of an
emerging pollination deficit.!! One of the leading factors contributing to pollinator decline is pesticide use.!2 A
growing body of science has implicated the world’s most widely-used insecticides, neonicotinoids (neonics), used on
140 crops, as a key factor in recent declines of pollinators.!3 The Task Force on Systemic Pesticides, a global body of
independent scientists analyzed thousands of studies and concluded that neonicotinoids represent a major worldwide
threat to biodiversity and ecosystems and called for an immediate stop to agricultural uses of systemic pesticides.!4

Chlorpyrifos is a toxic nerve agent pesticide proven to cause health impacts in people, including brain damage in
children.!3 It has also been shown to harm pollinators and other wildlife.!6 People come in contact with the chemical
through residues on food.!7 Chlorpyrifos is so dangerous, that after years of study the EPA planned to ban this
pesticide. However, that decision was reversed by EPA Administrator Scott Pruitt.!8 The science is clear that
chlorpyrifos is unsafe and Kroger should stop selling food grown with this pesticide.

We believe that the issue of sustainability and brand damage related to pesticide use is only one of many areas where
independent oversight of Kroger management, by a board of directors chaired by an independent director, would
benefit the long term value of Kroger shares.

We urge you to vote FOR Proposal 8.

Sincerely,

Lisa Lindsley

lisa@sumofus.org

10 Ceres. “Agricultural Supply Chains as a Driver of Financial Risks.” Ceres. November 6, 2017. Retrieved from
https://www.ceres.org/sites/default/files/Engage %20the %20Chain/Ceres_EngageTheChain_Risks_110417.pdf
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