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SAFEWAY INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

principles, a reporting unit is either the equivalent to, or one level below, an operating segment. Each reporting unit constitutes a
business for which discrete financial information is available and for which management regularly reviews the operating results.
Safeway's operating segments are our retail divisions. Safeway's reporting units are generally consistent with its operating segments.

Companies are allowed perform the first step of the two-step impairment process by assessing qualitative factors to determine
whether events or circumstances exist which lead to a determination that it is more likely than not that the fair value of a reporting unit is
less than its carrying amount. After assessing the totality of events and circumstances, we conclude that it is more likely than not that the
fair value of our reporting units with goodwill is greater than the book value and, therefore, that there is no goodwill impairment.

If Safeway concludes that fair value is greater than the book value, Safeway does not have to proceed to step two, and Safeway
can conclude there is no goodwill impairment. If the Company concludes that the fair value of a reporting unit is less than book value, the
Company must perform step two, in which it calculates the implied fair value of goodwill and compares it to carrying value. |f the carrying
value of goodwill exceeds the implied fair value of goodwill, such excess represents the amount of goodwill impairment.

Determining the fair value of a reporting unit involves the use of significant estimates and assumptions. The estimated fair value of
each reporting unit is based on an average of the guideline company method and the discounted cash flow method. These methods are
based on historical and forecasted amounts specific to each reporting unit and consider sales, gross profit, operating profit and cash
flows and general economic and market conditions, as well as the impact of planned business and operational strategies. Safeway
bases its fair value estimates on assumptions it believes to be reasonable at the time, but such assumptions are subject to inherent
uncertainty. Measuring the fair value of reporting units would constitute a Level 3 measurement under the fair value hierarchy. See Note |
for a discussion of levels.

Based upon the results of our 2014, 2013 and 2012 analyses, no impairment of goodwill was indicated in 2014, 2013 or 2012.
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