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Transformation was the theme ot our year as we continued to tocus on

me evolution of our Company from trad tionai department sture to retail

ndustry leader To
bring

this vision to life in Apnl 2010 we outlined our

Long Range Plan designed to drve profitable top line growth and expand

our market share We made great strides in 2010 on these fronts

In developing our strategies we took into account that the moderate

customer we serve continues to have
gnificant budget concerns and

makes purchase decis ons close to needwith value top of nd Since

we are promotional department store th plays to our strengths and

we took series of actions to reinforce why we should be firsOchoce

shopping destnation for affordable style

Our performance in fiscal 2010 shows that we are off to solid staff in

executing on our Plan Comparable store sales rose 2.5% and online sales

increased 4.4% contr buting to $17.8 billion in total sa es for the year We

also controlled our inventory and expenses which allowed us to
protect our

margins and profitability in order to deliver earnings per share of $1.59

including 8008 of iestructuring charges up 49o from our 2009 results

In 2010 we focused on making our merchandise more exciting
and appealing

to new and younger customers You wil see this come alive across the pages

of this report

Highlights
include the addition of the conic Liz Claiborne brand MNG by

Mangm Call It Spring by The ALDO Group and our Modern Bride bridal

conceptall exclusive to jcpenneyas well as ongoing improvement across

our power private brands which deliver strong margins and set us apart We

are cotinuing the rolout of Sephora iflside jcpenney and maKing the center

core womens accessor es area stronger draw We are also working to

improve our Home businessgood progress has been made particularly

in soft home categories

To draw attention to the style in our stores we entered into paffnersnp

with People StyleWatch where tems from jcpenneys fashion assortment are

se ected by Peoole StyleWatch editors and clearly highlighted for custon ers

with the People StyleWatch Must Haves icon We also expanded our high

successful JCP Rewards program to ye our loyal customers even more

reasons to shop with us

Our sales assoc ates have received extensive training under our

Customei FIRST program which encourages them to meet our custorme

needs and showcase all that is new in our stores We are very proud that our

customer serv cc scores continue to rise In 2010 we were named the top

department store for the third consecut ye year in the annual Nat onal Retail

Federation Foundation/American Express Customers Choice Survey Du

associate engagement scores have also increased which clearly underlines

the positive experience our customers have when shopping at cpenney We

are also proud that jcpenney was recognized by Diversitylnc as one of the

Top 50 Companies for Diversity

We want to mirror the ease convenience and cxc tement of our stores

online at jcp.com To do th we continued to leverage our exceptiona

digital
infrastructure to introduce guided navigation mobile coupons and

new mobile commerce site as well as to
bring

findmore smart fixties

into more stores

Our research shows that these changes are causing new customers tc

discover jcpenney and they like what they find To capitalize on this we

introduced new marketing campaign for our brand New Look New Day

Who Knew that is bright bold and resonates with shoppers To reinforce

the transformation the jcpenney brand has undergone over the last fev

years we recently unveiled our new logo see sidebar

The next step for our Company is to build on what we have accomplished

by continuing to assert our style authority delivering
memorable custcmer

interactions and impacttul digital experiences as well as focusing on

driving profitable growth through operational effectiveness

To achieve this in planning for 2011 we undertook an extensive revivw of our

operations in order to identify areas of the bus ness that no longer contribute

meaningfully to our growth The actions we are tak ng include completing the



wind-down of our legacy catalog business and exiting the outlet business

closing certain underperfoiming store locations and streamlining our customer

ca centers and custom decorating businesses Expected to de iver E25 million

to $30 mill on in cost savings in 2012 these steps are part of an ongoing

process to ensure we are increasing sales productiv ty and
tightly managing

costs and expenses

We remain
gilant

in our ettorts to best manage inflationary cost increases that

our industry is facing The Company is in strong position with more than 50

years of re ationships with major overseas suppliers wh ch allows us to source

merchandise more cost effectively
This enables us to avoid

taking significant

pricing actions which could jeopaidize our standing as the low cost leader

among department storesa key position given the ongoing economic

challenges that our customers face

Taken together these actions are allowing us to focus on our highest potential

nitiatives including cap tal
zing on the success of our merchandising strategies

selected new store growth continued renovations ncluding additional rollouts

of Sephora inside jcpenney the introduction of new size and markdown

optimization tools in order to better control inventory and the upcoming

aunches of our new Growth Brands DivisionThe roundry Big Tall Suppiy Co

Gftng Grace and CLAD

Each of these marks an opportunity for us to deliver profitable sales

growth As we pursue them we are fortunate to have strong experienced

management team that focused on driving continuous improvement in our

business We also have an accomplished dedicated Board of Directors and we

welcome its newest members William Ackman founder and CEO of Persh ng

Square Capital Management and Steven Roth chairman of the board of

Vornado Rea
ty

Trust They are each distinguished businessmen

and among our largest shareholders

Finally we could not achieve what we do without our hard working associates

who focus every day on making icpenney Americas shopping destination for

discovering great styles at compelling prices and continue to del ver on our

goal of ncreasing the value of your investment

Symbolizing our transformation to become Arrier cas

favorite shopp ng destinat on jcpenney unveiled

new modern evolution of our enduring brand

February 2011 Endorsed by thousands of customers

during extensive research the fresh bo des gn

was the most meaningful update to our Companys

ogo 40 years

It signifies the Companys progress of infusing

gieat style into our assortments delivering

world-c ass customer service and introducinc

innovative tecnnoiogies that nave made
jcpenriey

retail leader in the digital age

Thank you for your continued support

Myron Mike OIlman Ill

Chairman and Chief Executive Officer

April 2011
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jcpenney the perfect home foi Caiborne The brands Joyat fotowing--couped

with our abtity to create meaningfu assortments key aieas has made possbe

to provide customers fuf ifestye cofection across 30 categor es at more accessbIe

prices than ever before
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Sephora continues to shine for jcpenney as our biggest growth area by bringing style and energy to

the store experience This year we opened 76 new Sephora nside jcpenney beauty boutiques tor

total ot 231 By the end ot 2011 we plan to increase that number to more than 300

SE PHORA
inside jcpenney



In an exc usive agreement with renowned Barcelona based fashion house Mango were bringing high-quality affordable European

runway fast fashion directly to the jcpenney customer With its dedicated shop thin-a-shop experience and new merchandise

arr ng twice monthly MNG by Mango is giving customers new excitng reasons to shop early and often Launched in 77 stores and

on icp.com in August2010 MNG by Mango will be in 500 stores by fall 2011

MNG by Mango enhances our exclusive contemporary assortment which includes ALLEN IV Ronson and Bisou sou By

building on the successful integration of Sephora inside jcpenney we wil continue to capita ze on our full fashion potent al with top

obal brands
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BRIDES LOVE jcpenney

We re taking bold steps to tiansform our bndal

business and become the preferred destination for

todays brides In unique collaboration with Goode

Nast we have launched Modern Bride concept

devoted to providing special shopping experience

with trusted quality timeless style and outstanding

customer service In February 2011 we introduced

the Modern Bride concept in our Fine Jewelry

partments just in time for Valentines Day

key fine jewelry shopping period



NEW APPROACH TO FINE JEWELRY

Were focused on creating strong portfolio of stylish highquality affordable fine jewelry that addresses our

customers diverse
lifestyle

needs We have ed ted our assortment to high ight
fashion fine jewe ry

items ava ab

at very attainable prices Bu Iding on this initiat ye we launched One Kiss by ndy Crawfordour rst exclus ye

brand in the tine jewelry business
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Marolyn

Everyone jcpenney

Bought most of hubbys sons Christmas presents here this past year

Cot an excellent deal on leather coat iCR

jcpenney Hey thats great Marolynl Thanks for letting us

know

Jenrifer

am taking my sister shopping on Thursday for her belated Christmas

presents Do you have any coupon links

jcpenney Jennifer Here is link to our latest ad

http//jcp.is/55VGW1 You can also sign up to receive mobile

and email coupons atjcp.com Thanks for asking

ieresa

We have had great customer service in the Ocala FL store Bought our

daughter some luggage for their honeymoon Ocala didnt have it but the

associate called Gainesville and they held the luggage while we went to

get it Luggage was waiting for us when we arrived We bought our

daughter watch for Christmas and again the associate was very helpful

The manager must work hard to keep morale up ado customer ser9ice

their number one priority

Jcpenney Hi Theresa were glad you had great experience

We will make sure to pass your feedback along to the store

manager

icper ney

Our finalists from the JCPCares contest have been chosen Now its up

to you to vote and decide who wins $50k scholarship and S50k

donation to the charity of their choice Dont forget you can still vote for

your favorite afterschool charity http//social.jcp.com/UGZ

/L Nicky Zaniolda Boys Girls Club of America

1L.J cctO

Sara YMCA all the way
L.J Oc.

jcpenney

Wall

Post Photo nI deo

Jennifer 4-H

toj 9U2



jopenney POWERS UP MOBILE

This year we launched new mobile rutiatives ncludng moble

commerce mM locat on based check in offers and enhancements

to our mobile apps as well as exmting mobile experiences via the

App Ad platform Building on our successful mobile coupon

program these new initiabves are bringing our style quality and

compeltng prices directly to our customers fingertips

EXPANDING IN-STORE DIGITAL EXPERIENCES

In conluncbon with the aunch of Modern Bride we have begun to

roll out iPad devices to 50 fine leweiry departments Thru experience

al ows us io showcase our full offer ng of bridal fine jewelry highlighting

variety of styles cuts sizes and metal options

NO



JCPinsiders ASKED WE DELIVERED

v/\i NC

Designed with our customers specific requests in mind our Pure Perfection

towel by JCP home has new features and upgrades The improved

towel delivers on our customers needs in four important ways

The dye has been specially designed to hold color longer

The yarns have been engineered to be soft and absorbent

There special finish on the towels to prevent pilling

Even with these upgrades we maintained the towels compelling price

NF
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fact
top0000y significantly increased membership

in JCP flemarde from million to 26 million in

2616 by extending membership to every one

of nor credit card holders

rewards



Nessa Scara is one of 150000 associates proudly practicing great CustomerFlRSl service every day

cpemey asso ates samad thed

tdghsstsvsr sssrat sadstactkm

scsrss tram customers during the

2010 hoiiday shopping season



2010 every one of our 8000 supply chain associatesfrom mit leaders to

hourly associatesparticipated in WlNnovation training progran tocused on

drvng process excellence innovation and collaboration across our 18 ocations

Since the program launched in 2009 more than 400 operationa exce lence

projects have been implemented with an expected cost savings ot million

Associate Stephen Kose applied skills he learned in WlNnovation training to improve

supply chain processes
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USING OUR RESOURCES RESPONSIBLY

The J.S Environmenta Protection Agency awarded jcpenney with 2010 ENERGY STAR Sustained Excellence Award in recognition
of our

coniinued eadership protecting environmental resources through energy eft ciency This is our fourth distnction by the EPA since receiving

the ENERGY STAR Partner of the Year Award in 2007 We are credited with being the first national retailer to receive an ENERGY STAR award

fur our corrprehnsiv hanus-o approach to energy conservation In 2010 we announced Gompanywide goal to reduce faciiity energy

usage 20o by 2015

NDF
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The Foundry Big Tal Supply Co new retail concept catering
to the mens ml

customer Carrying an extensive assortment of highly sought after natonal mens brunds and

prvate brand merchandise these specialty stores will supply big tall men with an upscale

one-mop shopp ng exper ence

The Foundry Big Ta Supply Co plans to open 10 stores in May 2011 follow ng the Apri 2011

aunch of its commerce website The brand will aggressively expand io 100 stores by 2013

th quality trend right merchand se in specialty store environment the retai stores be up

to 000 square feet and staffed th dedicated associates committed to
providing exceptional

customer service
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Operaung Resifits 2009 2008

Total net sales
in mtlronn 17556 18486

Comparable store sales increase/decrease2 6.3% 8.5%

Gross margin as percent of sales 39.4% 37.4%

Income from continuing operations 249 567

in millions

Adjusted income from continuing operations 433 484

in millions

Diluted earnings per share $1.07 2.54

from continuing operations

Adjusted diluted earnings per share $1.86 2.17

from continung speratinns

Free cash flow mrllrons 677 22

Cash and cash equivalents in millinns 3011 2352

Cash and cash equivalents as percent

of long-term debt including current maturitms

88.8/0 67.1 Is

Dividends declared per common share 0.80 0.80

Number of jcpenney stores 1108 1093

Gross selling space fsquare
testis millons

111.7 109.9

Comparable store sales are presented on 52-week basrs and mclude sales from new and relocated stores that have been opened for 12 consecutive full fiscal months and onhne sales through

jcp.com Stores closed for an extended period are not included in comparable store sales calculations while stores remodeled and minor expansions not requiring store closures remam in the

calculations Our definition and calculation of comparable store sales may differ from other companies in the retail industry

Adjusted mcome from contmuing operations and adjusted diluted earnings per
share EPS from continuing operations exclude the non-cash mpact of our primary penmon plan expense income

net of income tax and are considered nou-GAAP financial measures under the rules of the Securities and Exchange Commission ISEC Their most directly comparable GAAP inancial measures are

income from continuing operations and diluted EPS from continuing operations The primary pension plan expense/income set of ecome tax was $13S million or $0.57 per share in 2010 $184

million or $0.79
per

share in 2009 and $83 million or $O.37 per share in 2008 In 2010 income from continurng operations of $378 million or $1.S9 per share plus $13S million or $0.57 per

share of non-cash primary pension plan expense net of income tax provided adjusted income from continuing operations of $513 milton and
adjusted

EPS from continuing operations of $2.16 per

share In 2009 income from continuing operations of $249 million or $107 per share plus $184 million or S0.79 per share of non-cash primary pension plan expense net of income tax provided

adtusted income from continuing operations of $433 million and adjusted EPS from continuing operations of $1.86 In 2008 income from continuing operations of $567 million or $254 per share

ess $83 million or $0.37 per share of non-cash primary pension plan income net of income tax provided adjusted income from continuing operations of $484 million and adjusted EPS from

continuing operations of $2.17

Free cash flow is defined as net cash provided by operating activities excluding discretionary cash contributions to our primary pension plan and associated tax impact less capital exper ditures and

dividends paid plus proceeds from the sale of assets Free cash flow is considered non-GAAP financial measure under the rules of the SEC its most directly comparable GAAP financ al measure

is net cash provided by operating activities In 2010 net cash provided by operating
activities of $592 million excluding $392 million of discretionary pension contribution less $152 million of

related tax benefit from the pension contribution less $499 million of capital expenditures less $189 million of dividends paid plus $14 million of proceeds from the sale of assets provided $158

mlIon of free cash flow In 2009 net cash provided by operating activities of $1S73 million excluding $126 million of tax benefit of discretionary stock contribution to our primary pension plan

ess $600 mil ion of capital expenditures less $183 million of dividends paid plus $13 million of proceeds from the sale of assets provided $677 million of free cash flow In 2008 net cash provided

by operating activities of $1156 million less $969 million of capital expenditures less $178 million of dividends paid plus $13 million of proceeds from the sale of assets provided $22 million of

free cash flow



Myron Mike Ullman Ill Burl Osborne Myron Mike Uliman III
Jan Hodges Pam Mortensen

Chairman of the Board and Rehred Cha rman of the Board Chairman of the Board and Senior Vice President Senmr Vice President

Chief Executive Officer The Associated Press Chief Executive Officer General Merchendae Manager General Merchandise Manager-

WI ham Ackman Leonard Roberts Ruby Anik

Women Accessones Fine Jewelry

Founder and Chief Execstive Officer Retired Chairman and Chef Executive Officer Senior Vice President Clarence Kehley
Thomas Neal sn

Pershing Square Capitsi Management RadioShac Corporation Brano Marketing Executive Vice Presixent Group Exeuutivs Vice Piesixuiit

Cohleen Barrett Steven Roth
Michael Boylson

Planning and Allocation

Ed Robben

President Emeritus Chairman of the Board
Executive Vice President and Jim Kenney Senior Vice President and

Southwest Airlines Co Vornado Realty Trust
Chef Marketing Officer Senior Vice President Chief Information Officer

Anthony Burns Javier Teruel Corporate Strategy

Chairman Emeritus Retired Vice Chairman
Thomas Clerkin Elizabeth Sweney

Senior Vice President Marie Lacertosa Executive Vice 3resident

Ryder System Inc Colgate-Palmolive Company

Partner Spectron Desarrohlo SC
Propeffy Oevelopment Senixr Vice President Senior General Merchandise

Thomas Engibous Supply Chain Manager

Retired Chairman of the Board Gerald Turner2 Michael Oastugue

Texas Instruments Inc President
Exucut ye Vice President and Steven Lawrence Michael Toxter

Southern Methodist University
Chief Financial Officer Executive Vice President Executive Vice 3rexidext

Kent oster
Senior General Merchandise lcpenney Stores

Retired Chairman of the Board Mary Beth West Janet Dhillon
Manager

Ingram Micro Inc Executive Vice President and Chief Category
Executive Vice President

Michael Thsi mann

Geraldine Laybourne

and Marketing Officer Kraff Foods Inc General Counsel Ken Mangone Group Executive Vce President

and Secretary
Executive Vice President

Founder and Former Chairman and
Product Development

John Tighe

Chef Executive Officer Oxygen Media Lorraine Hitch
Oesign and Sourcing

Senior Vice President

Senior Vice President General Merchrndise

General Merchandise Manager Clark McNaught ManagerHums

Handbags and Shoes Senior Vice President

General Merchandise

ManagerChildrens

This committee selects and retains the independent auditors for the annual audit of the Companys consolidated financial statements
approves

audit fees sod non audit

services and fees of the independent auditors reviews the independent auditors audit strategy and plan scope audit results performance and independence participates in the certiticetios process for

periodic reports filed pursuant to the Securities Exchange Act of 1934 reviews internal audit reports on the adequacy of internal controls reviews the status of significant legal matters the Compxnys ethics

program the scope of the internal auditors plans and budget and results of their audits and reviews the effectioenesn of the Companys program
for correcting audit findings

vs ii This committee considers matters of corporate governance and reviews developments in the governance area as they affect relations between the Company

and its stockholders develops and recommends to the Board corporate governance principles and practices for the Company makes recommendations to the Board on the size composition organization and

responsibilities of the Board sod its Oirectors makes recommendations to the Board with respect to the qualifications of Directors candidates for election as Directors and the compensation of Directors and makes

recommendations to the Board regarding annual odependence determinations and the annual performance self-assessment by the Board

ir This committee reviews and administers the Companys annual and long-term incentive compensation plans recummevds srtakes action

with respectto senior executive officer compensation performs periodic reviews of succession plans for key Company executives including the CEO reviews the annual financial condition and investment performance

of the Companys retirement and welfare plans including the annual actuarial valuation reports for the plans and oversees the administration and operation of certain Company retirement and welfare plans

This committee reviews the Company financial pohic us strategies and capital structure



Services for registered stockholders Fiscal 2011 sales release dates

Mellon lnvestoi Services LLC operating with the service name BNY Mellon

Sharuowi Ci Seivicex the transfer agent fur Pennuy Company Inc

provides servces such as record keeping stock transfers change of

ownership change of address and dividend payments for Penney

Company Inc registered stockholders Registered stockholders who

iave quest ons or need assistance th their accounts should contact

BNY Mellon Shaieowner Services

P.O Box 358015

Pittsburgh PA 15252801o

t-800842 9470

www bnymel on corn shareowr er eqretyaccess

Quarterly earnings conference calls

Lye audio of each quarterly earnings confeience cal can be accessed

through our Investor Relations website at jcpenney.net on the morning of

the earnings re ease Audio replays of the ca are avai able up to 90 days

fol owing the event

Annual meeting

Friday May 20 20 at 1000am CDT

Penney Company Inc Home Office

6501 Legacy Drive

Piano TX 75024

IjvY1o
2010 total number of jcpenney stores 1106

Sales Period

Febi nary 2011

March 2011

April 2011

May2011

Release Date

March 2011

April
2011

MayS 2011

June 22011

June 2011 July 2011

July 2011

August 2011

September 2011

October 2011

Novernber 2011

December 2011

January 2012

Augusf4 2011

September 2011

October 2011

November 2011

December 2011

January 2012

February 2012

Fiscal 2011 earnings release dates

Quarter Release Date

1st Quarter May 16 2011

2nd Quarter August 12 2011

3rd Quarter

4th Quarter

Nove iibei 11 2011

February 24 2012

jcpenney stores by state

Alaska

Puerto Rico






