November 3, 2022

The Honorable Lina Khan
Chair

Federal Trade Commission
600 Pennsylvania Avenue, NW
Washington, DC 20580

Dear Chair Khan:

On behalf of our organizations’ collective members—who include grocery workers, consumers,
community activists, clergy and other interested parties—we are writing to express our
opposition to Kroger Company’s proposed $24.6 billion acquisition of Albertsons Companies,
Inc., and Albertsons’ related plan to make an unusual up to $4 billion special dividend payment
to its shareholders on November 7.

These monopolistic machinations will inevitably cause worker layoffs, impose downward
pressure on wages and other job standards, raise food prices for hard-hit consumers, increase the
prevalence of food deserts in lower-income communities and the number of food-insecure
Americans, and squelch competition in this essential industry.

It will also further exacerbate income inequality, with private equity pocketing billions of dollars
while many thousands of workers are poised to earn less and consumers to pay more for the
essentials of living. Everything about this proposed merger is a classic example of how ultra-
wealthy interests game the system to further amass power and treasure at the expense of the rest
of society.

The most immediate matter at hand is Albertsons’ up to $4 billion special dividend payment
scheme. This is nothing less than an out-and-out looting of the company by a consortium of
investors led by the private equity firm Cerberus Capital Management, which together own 70
percent of Albertsons. The dividend payment amounts to the entirety of Albertsons’ $3.4 billion
in cash and cash equivalents and $651,700 in net receivables listed in the company’s latest 10-Q
filing.! If allowed to occur, it will leave the company largely depleted of liquid assets, carrying
$6.55 billion in debt, $4.7 billion in unfunded pension liabilities, and unsustainable as an
ongoing concern.

Not only would this unjustly enrich Cerberus’ private equity billionaires—it is seemingly a
brazen attempt to manufacture new facts on the ground by destabilizing Albertsons’ competitive
position and jeopardize the FTC’s ability to fully exercise its statutorily-mandated antitrust
oversight, because the self-sabotaged shell of Albertsons that remains will likely argue that it
will fail if the merger is rejected.

Simply put, this is an appalling abuse of the system, and we urge you to investigate whether it
amounts to unlawful collusion between the companies.



But whether or not Albertsons’ dividend scheme actually transpires, the merger should be
blocked, as it would harm workers, consumers and communities.

In many markets across the country, grocery competition would cease, likely resulting in
employee layoffs and higher prices. The companies’ proposal to divest between 100 and 375
stores into a new SpinCo company is no solution, as the 2015 Albertsons-Safeway merger makes
clear. At the FTC’s direction, that merged company sold 168 stores, most of which were
purchased by Haggen Holdings LLC. But months later, Haggen filed for bankruptcy, enabling
Albertsons to buy back many of these same stores,’ thus negating any pro-competitive effects of
the divestment. There is no reason to think the outcome of a Kroger-Albertsons merger would be
any different, especially with SpinCo likely to be undercapitalized and indebted from the start.
Simply put, Kroger and Albertsons have no reason to setup SpinCo to be a successful competitor
and plenty of incentive to ensure its failure.

With 5,000 stores and 710,000 workers between them, Kroger and Albertsons already have an
unhealthy share of the grocery market. Further consolidation would only worsen outcomes for
workers.

As an Economic Roundtable survey found, “The living and working conditions of Kroger
workers have declined markedly over the past 20 years. Kroger’s current low-wage, part-time
workforce strategy relies on poorly-paid, part-time workers with constantly changing schedules...
More than two-thirds of Kroger workers struggle for survival due to low wages and part-time
work schedules. Nine out of ten Kroger workers report that their wages have not increased as
much as basic expenses such as food and housing have increased.”

Kroger’s actions during the COVID pandemic further demonstrate the company’s contempt for
those whose hard work earns the company its profits—it actually closed stores to avoid paying
an extra $4/hour in hazard pay mandated by local ordinances."

With a far larger market share than it already has, Kroger’s callous approach to its workforce
will only expand and is likely decimate working and living conditions for all industry workers.

And considering that Kroger engaged in $1 billion stock buyback programs in 2021 and again in
2022, there is no reason to think that the merged company would suddenly prioritize the living
standards of its workers over further enriching its shareholders.

Consumers—meaning all of us, because every human being needs food to survive—would fare
no better, as Kroger’s and Albertsons’ unrestrained profiteering during the pandemic makes
clear. In a time of crisis and need, both companies prioritized lining shareholders’ pockets before
any sense of social responsibility.

People living in poverty will suffer most of all—not only because of skyrocketing prices as
competition vanishes, but through probable store closures. As Forbes recently noted, “There are
already 30% fewer grocery stores than a few decades ago and most major metropolitan areas
(with the exception of New York City) are heavily concentrated among just a handful of grocery
chains.”" Post-merger, the number of stores would shrink further and the areas most likely



impacted by closures would be lower-income communities that would be turned into food
deserts.

The bottom line is that this proposed merger is bad for workers, bad for consumers, bad for
communities, bad for the economy—indeed, bad for everyone not associated with Cerberus
Capital Management or owning shares in these two companies. We urge you to take immediate
action to stop the special dividend payment and block this merger altogether.

Sincerely,
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