UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)

x

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the quarterly period ended July 28, 2012
or

o

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the transition period from ______________ to ________________
Commission File Number: 1-15274

J. C. PENNEY COMPANY, INC.
(Exact name of registrant as specified in its charter)
Delaware
(State or other jurisdiction of incorporation or organization)

26-0037077
(I.R.S. Employer Identification No.)

6501 Legacy Drive, Plano, Texas
(Address of principal executive offices)

75024 - 3698
(Zip Code)

(Registrant's telephone number, including area code)
(972) 431-1000
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.
Yes x No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months
(or for such shorter period that the registrant was required to submit and post such files). Yes x No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange
Act.
Large accelerated filer

x

Accelerated filer

o

Non-accelerated filer o
Smaller reporting company
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes

o
o

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.
219,083,344 shares of Common Stock of 50 cents par value, as of August 30, 2012

No

x

J. C. PENNEY COMPANY, INC.
FORM 10-Q
For the Quarterly Period Ended July 28, 2012
INDEX
Page
Part I. Financial Information
Item 1. Unaudited Interim Consolidated Financial Statements
Consolidated Statements of Operations
Consolidated Statements of Comprehensive Income/(Loss)
Consolidated Balance Sheets
Consolidated Statements of Cash Flows
Notes to Unaudited Interim Consolidated Financial Statements
1. Basis of Presentation and Consolidation
2. Effect of New Accounting Standards
3. Earnings/(Loss) per Share
4. Credit Facility
5. Long-Term Debt
6. Other Assets
7. Fair Value Disclosures
8. Stockholders’ Equity
9. Stock-Based Compensation
10. Retirement Benefit Plans
11. Restructuring and Management Transition
12. Real Estate and Other, Net
13. Income Taxes
14. Litigation, Other Contingencies and Guarantees
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Item 4. Controls and Procedures
Part II. Other Information
Item 1. Legal Proceedings
Item 1A. Risk Factors
Item 6. Exhibits
SIGNATURES

2
3
4
5
6
7
7
7
8
8
9
10
11
12
13
14
15
15
17
30
30
31
31
36
38

1

Table of Contents
Part I. Financial Information
Item 1. Unaudited Interim Consolidated Financial Statements
J. C. PENNEY COMPANY, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(In millions, except per share data)
Total net sales
Cost of goods sold
Gross margin
Operating expenses/(income):
Selling, general and administrative (SG&A)
Pension
Depreciation and amortization
Real estate and other, net
Restructuring and management transition
Total operating expenses
Operating income/(loss)
Net interest expense
Income/(loss) before income taxes
Income tax expense/(benefit)
Net income/(loss)
Earnings/(loss) per share:
Basic
Diluted

$

Three Months Ended
July 28,
July 30,
2012
2011
3,022 $
3,906
2,018
2,409
1,004
1,497

$

1,050
58
128
(208)
159
1,187
(183)
58
(241)
(94)
(147)

$

$
$

(0.67)
(0.67)

$
$

Weighted average shares – basic
Weighted average shares – diluted

219.3
219.3

$

1,243
28
128
(6)
23
1,416
81
57
24
10
14 $

0.07
0.07
213.3
216.3

$
$

Six Months Ended
July 28,
July 30,
2012
2011
6,174 $
7,849
3,984
4,757
2,190
3,092
2,210
116
253
(215)
235
2,599
(409)
114
(523)
(213)
(310) $

2,524
57
256
(19)
32
2,850
242
115
127
49
78

(1.42) $
(1.42) $

0.35
0.35

218.9
218.9

The accompanying notes are an integral part of these unaudited Interim Consolidated Financial Statements.
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J. C. PENNEY COMPANY, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME/(LOSS)
(Unaudited)

($ in millions)
Net income/(loss)
Other comprehensive income/(loss), net of tax:
Unrealized gain/(loss) on REITs
Reclassification adjustment for gain on REIT included in net income
Reclassification for amortization of net actuarial (gain)/loss included in net
periodic benefit expense
Reclassification for amortization of prior service (credit)/cost included in net
periodic benefit expense
Total other comprehensive income/(loss), net of tax
Total comprehensive income/(loss), net of tax

Three Months
Ended
July
July
28,
30,
2012
2011
$ (147) $
14

$

July 28, July 30,
2012
2011
$
(310) $
78

6
(174)

7
-

33
(174)

30
-

37

23

77

46

(4)
26
40

(4)
(68)
(378) $

(8)
68
146

(2)
(133)
(280) $

The accompanying notes are an integral part of these unaudited Interim Consolidated Financial Statements.
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Six Months Ended

$
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J. C. PENNEY COMPANY, INC.
CONSOLIDATED BALANCE SHEETS

(In millions, except per share data)
Assets
Current assets
Cash in banks and in transit
$
Cash short-term investments
Cash and cash equivalents
Merchandise inventory
Income tax receivable
Deferred taxes
Prepaid expenses and other
Total current assets
Property and equipment (net of accumulated depreciation of $3,096, $2,930 and
$2,965)
Prepaid pension
Other assets
$
Total Assets
Liabilities and Stockholders’ Equity
Current liabilities
Merchandise accounts payable
$
Other accounts payable and accrued expenses
Current maturities of long-term debt, including capital leases
Total current liabilities
Long-term debt, including capital leases
Deferred taxes
Other liabilities
Total Liabilities
Stockholders' Equity
Common stock(1)
Additional paid-in capital
Reinvested earnings
Accumulated other comprehensive income/(loss)
Total Stockholders’ Equity
$
Total Liabilities and Stockholders’ Equity

July 28,
2012
(Unaudited)
171
717
888
2,993
209
407
239
4,736
5,153
923
10,812

1,015
1,219
250
2,484
2,901
904
852
7,141

July 30,
2011
(Unaudited)
$

$

$

109
3,782
1,057
(1,277)
3,671
10,812 $

244
1,307
1,551
3,572
138
196
194
5,651
5,237
788
778
12,454

1,386
1,381
2,767
3,099
1,216
669
7,751

January 28,
2012
$

$

175
1,332
1,507
2,916
168
245
245
5,081
5,176
1,167
11,424

$

1,022
1,503
231
2,756
2,871
888
899
7,414

107
3,605
1,728
(737)
4,703
12,454 $

108
3,699
1,412
(1,209)
4,010
11,424

(1) 1,250 million shares of common stock are authorized with a par value of $0.50 per share. The total shares issued and outstanding were
218.8 million, 213.3 million and 215.9 million as of July 28, 2012, July 30, 2011 and January 28, 2012, respectively.

The accompanying notes are an integral part of these unaudited Interim Consolidated Financial Statements.
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J. C. PENNEY COMPANY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
Three Months Ended
July 28,
July 30,
2012
2011

($ in millions)
Cash flows from operating activities:
Net income/(loss)
$
Adjustments to reconcile net income/(loss) to net cash provided
by/(used in) operating activities:
Restructuring and management transition
Asset impairments and other charges
(Gain) on redemption of REIT units
Depreciation and amortization
Benefit plans expense
Stock-based compensation
Excess tax benefits from stock-based compensation
Deferred taxes
Change in cash from:
Inventory
Prepaid expenses and other assets
Merchandise accounts payable
Current income taxes payable
Accrued expenses and other
Net cash provided by/(used in) operating activities
Cash flows from investing activities:
Capital expenditures
Proceeds from redemption of REIT units
Acquisition
Net cash provided by/(used in) investing activities
Cash flows from financing activities:
Financing costs
Dividends paid, common
Stock repurchase program
Proceeds from issuance of stock warrant
Proceeds from stock options exercised
Excess tax benefits from stock-based compensation
Tax withholding payments reimbursed by restricted stock
Net cash provided by/(used in) financing activities
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

(147)

$

14

Six Months Ended
July 28,
July 30,
2012
2011
$

78

78
3
(202)
128
41
14
(12)
(153)

13
1
128
14
13
(1)
(11)

90
4
(202)
253
79
26
(23)
(197)

14
2
256
28
26
(4)
(105)

91
(44)
31
113
27
(32)

(164)
(7)
112
(61)
69
120

(77)
(15)
(7)
34
(264)
(609)

(359)
3
253
74
(94)
172

(132)
248
-

(178)
-

(239)
248
(9)

(295)
-

116

(178)

-

(295)

(2)
(43)
1
12
(3)
(35)
49
839
888

(45)
(167)
50
3
1
(158)
(216)
1,767
1,551

(4)
(86)
69
23
(12)
(10)
(619)
1,507
888 $

$

$

Supplemental cash flow information:
Income taxes received/(paid), net
55
(82)
Interest received/(paid), net
(23)
(21)
The accompanying notes are an integral part of these unaudited Interim Consolidated Financial Statements.
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(310) $

51
(113)

(15)
(92)
(900)
50
11
4
(6)
(948)
(1,071)
2,622
1,551

(81)
(112)

Table of Contents
J. C. PENNEY COMPANY, INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. Basis of Presentation and Consolidation
Basis of Presentation
J. C. Penney Company, Inc. is a holding company whose principal operating subsidiary is J. C. Penney Corporation, Inc. (JCP).
JCP was incorporated in Delaware in 1924, and J. C. Penney Company, Inc. was incorporated in Delaware in 2002, when the
holding company structure was implemented. The holding company has no independent assets or operations, and no direct
subsidiaries other than JCP. The holding company and its consolidated subsidiaries, including JCP, are collectively referred to in
this quarterly report as “we,” “us,” “our,” “ourselves” or the “Company,” unless otherwise indicated.
J. C. Penney Company, Inc. is a co-obligor (or guarantor, as appropriate) regarding the payment of principal and interest on JCP’s
outstanding debt securities. The guarantee of certain of JCP’s outstanding debt securities by J. C. Penney Company, Inc. is full and
unconditional.
These unaudited Interim Consolidated Financial Statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP) and in accordance with the rules and regulations of the Securities and
Exchange Commission (SEC). The accompanying unaudited Interim Consolidated Financial Statements, in our opinion, include
all material adjustments necessary for a fair presentation and should be read in conjunction with the audited Consolidated
Financial Statements and notes thereto in our Annual Report on Form 10-K for the fiscal year ended January 28, 2012 (2011
Form 10-K). We follow substantially the same accounting policies to prepare quarterly financial statements as are followed in
preparing annual financial statements. A description of such significant accounting policies is included in the 2011 Form 10-K.
The January 28, 2012 financial information was derived from the audited Consolidated Financial Statements, with related
footnotes, included in the 2011 Form 10-K. Because of the seasonal nature of the retail business, operating results for interim
periods are not necessarily indicative of the results that may be expected for the full year.
Fiscal Year
Our fiscal year ends on the Saturday closest to January 31. As used herein, “three months ended July 28, 2012” and “three months
ended July 30, 2011” refer to the 13-week periods ended July 28, 2012 and July 30, 2011, respectively. “Six months ended July
28, 2012,” or “2012 first half,” and “six months ended July 30, 2011,” or “2011 first half,” refer to the 26-week periods ended July
28, 2012 and July 30, 2011, respectively. Fiscal year 2012 contains 53 weeks.
Basis of Consolidation
All significant intercompany transactions and balances have been eliminated in consolidation. Certain reclassifications were
made to prior year amounts to conform to the current period presentation. Beginning in the third quarter of 2011, restructuring and
management transition charges were reported as a separate operating expense line. Prior to the third quarter of 2011, these charges
were included in Real estate and other. None of the reclassifications affected our net income/(loss) in any period.
Use of Estimates and Assumptions
The preparation of unaudited Interim Consolidated Financial Statements, in conformity with GAAP, requires us to make
assumptions and use estimates that affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. The most
significant estimates relate to: inventory valuation under the retail method; valuation of long-lived assets; estimation of reserves
and valuation allowances specifically related to closed stores, insurance, income taxes, litigation and environmental contingencies
and pension accounting. While actual results could differ from these estimates, we do not expect the differences, if any, to have a
material effect on the unaudited Interim Consolidated Financial Statements.
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2. Effect of New Accounting Standards
In July 2012, the Financial Accounting Standards Board issued Accounting Standards Update 2012-02, “Intangibles - Goodwill
and Other (Topic 350): Testing Indefinite-Lived Intangible Assets for Impairment” (ASU 2012-02). ASU 2012-02 provides
companies with the option to assess qualitative factors to determine whether the existence of events and circumstances indicates
that it is more likely than not that the indefinite-lived intangible asset is impaired. If the company concludes that it is more likely
than not that the asset is impaired, it is required to determine the fair value of the intangible asset and perform the quantitative
impairment test by comparing the fair value with the carrying value in accordance with Topic 350. If the company concludes
otherwise, no further quantitative assessment is required. ASU 2012-02 is effective for annual and interim impairment tests
performed for fiscal years beginning after September 15, 2012, although early adoption is permitted. We intend to early adopt
ASU 2012-02 beginning with our annual indefinite-lived intangible asset impairment test during the fourth quarter of our fiscal
year using our third quarter balances. We do not expect the adoption to have a material impact on our consolidated results of
operations, cash flows or financial position.
3. Earnings/(Loss) per Share
Net income/(loss) and shares used to compute basic and diluted earnings/(loss) per share (EPS) are reconciled below:

Three Months Ended
July 28,
July 30,
2012
2011

(in millions, except per share data)
Earnings/(loss):
Net income/(loss)
Shares:
Weighted average common shares outstanding (basic shares)
Adjustment for assumed dilution:
Stock options and restricted stock awards
Weighted average shares assuming dilution (diluted shares)
EPS:
Basic
Diluted

$

$
$

(147)

$

14

Six Months Ended
July 28,
July 30,
2012
2011
$

(310)

$

78

219.3

213.3

218.9

221.3

219.3

3.0
216.3

218.9

2.9
224.2

(0.67)
(0.67)

$
$

0.07
0.07

$
$

(1.42)
(1.42)

$
$

0.35
0.35

The following average potential shares of common stock were excluded from the diluted EPS calculation because their effect
would have been anti-dilutive:
Three Months Ended
July 28,
July 30,
2012
2011
26
9

(Shares in millions)
Stock options, restricted awards and warrant

Six Months Ended
July 28,
July 30,
2012
2011
25
8

4. Credit Facility
On January 27, 2012, J. C. Penney Company, Inc., JCP and J. C. Penney Purchasing Corporation entered into a revolving credit
facility in the amount up to $1,250 million (2012 Credit Facility), which amended and restated the Company’s prior credit
agreement entered into in April 2011, with the same syndicate of lenders under the previous agreement, with JPMorgan Chase
Bank, N.A., as administrative agent. The 2012 Credit Facility matures on April 29, 2016. On February 10, 2012, we increased the
size of our 2012 Credit Facility to $1,500 million.
7
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The 2012 Credit Facility is an asset-based revolving credit facility and is secured by a perfected first-priority security interest in
substantially all of our eligible credit card receivables, accounts receivable and inventory. The 2012 Credit Facility is available for
general corporate purposes, including the issuance of letters of credit. Pricing under the 2012 Credit Facility is tiered based on
JCP’s senior unsecured long-term credit ratings issued by Moody’s Investors Service, Inc. and Standard & Poor’s Ratings
Services. JCP’s obligations under the 2012 Credit Facility are guaranteed by J. C. Penney Company, Inc.
Availability under the 2012 Credit Facility is limited to a borrowing base which allows us to borrow up to 85% of eligible accounts
receivable, plus 90% of eligible credit card receivables, plus 85% of the liquidation value of our inventory, net of certain reserves.
Letters of credit reduce the amount available to borrow by their face value. In the event that availability under the 2012 Credit
Facility is at any time less than the greater of (1) $125 million or (2) 10% of the lesser of the total facility or the borrowing base
then in effect, for a period of at least 30 days, the Company will be subject to a fixed charge coverage ratio covenant of 1.0 to 1.0
which is calculated as of the last day of the quarter and measured on a trailing four-quarter basis.
The 2012 Credit Facility contains covenants including, but not limited to, restrictions on the Company’s and its subsidiaries’
ability to incur indebtedness; grant liens on assets; guarantee obligations; merge, consolidate, or sell assets; pay dividends or make
other restricted payments; make investments; prepay or modify certain indebtedness; engage in transactions with affiliates; or
enter into sale-leaseback transactions under certain conditions.
No borrowings, other than the issuance of standby and import letters of credit totaling $173 million as of the end of the first half
of 2012, have been made under the 2012 Credit Facility. As of July 28, 2012, the applicable rate for standby and import letters of
credit was 2.50% and 1.25%, respectively, while the required commitment fee was 0.40% for the unused portion of the 2012
Credit Facility. As of July 28, 2012, we had $1,327 million available for borrowing under the 2012 Credit Facility.
5. Long-Term Debt
During the first half of 2012, there were no scheduled debt maturities. During the first half of 2012, we made capital investments
totaling $49 million that were financed through short-term and long-term debt and capital lease commitments. In August 2012,
subsequent to the first half of 2012, we repaid $230 million of notes at maturity. During the first half of 2011, there were no
scheduled debt maturities and no issuances of debt.
6. Other Assets
The market value of our investment in public real estate investment trust (REIT) assets are accounted for as available-for-sale
securities and are carried at fair value on an ongoing basis. As of July 28, 2012, July 30, 2011 and January 28, 2012, our REITs
had a cost basis of $34 million, $80 million and $80 million, respectively.
On July 20, 2012, Simon Property Group, L.P. (SPG) redeemed two million REIT units for cash at a price of $124.00 per unit for
a total redemption price of $248 million. As of the market close on July 19, 2012, the SPG REIT units had a fair market value of
$158.13 per unit. In connection with the redemption, we realized a gain of $202 million determined using the first-in-first-out
method for determining the cost of REIT units sold. The gain is recorded in Real estate and other, net (Note 12) in our unaudited
Interim Consolidated Statements of Operations. Following the transaction, we continue to hold approximately 205,000 REIT
units in SPG.
See Note 7 for the related fair value disclosures and Note 8 for the net unrealized gains on our REIT assets.
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7. Fair Value Disclosures
In determining fair value, the accounting standards establish a three-level hierarchy for inputs used in measuring fair value, as
follows:
Level 1 — Quoted prices in active markets for identical assets or liabilities.
Level 2 — Significant observable inputs other than quoted prices in active markets for similar assets and liabilities, such as
quoted prices for identical or similar assets or liabilities in markets that are not active; or other inputs that are observable or can
be corroborated by observable market data.
Level 3 — Significant unobservable inputs reflecting our own assumptions, consistent with reasonably available assumptions
made by other market participants.
Real Estate Investment Trust (REIT) Assets Measured on a Recurring Basis
We determined the fair value of our investments in REITs using quoted market prices. There were no transfers in or out of any
levels during any period presented. Our REIT assets measured at fair value on a recurring basis are as follows:

($ in millions)
July 28, 2012
July 30, 2011
January 28, 2012

$

Quoted Prices in Active
Markets of Identical Assets
(Level 1)
71
300
336

REIT Assets at Fair Value
Significant Other
Observable Inputs
(Level 2)
$
-

Significant Unobservable
Inputs
(Level 3)
$

-

Other Financial Instruments
Carrying values and fair values of financial instruments that are not carried at fair value in the Consolidated Balance Sheets are as
follows:
July 28, 2012
Carrying
Fair
Amount
Value
Long-term debt, including current maturities $
3,151 $
2,651
Cost investment
36
($ in millions)

July 30, 2011
Carrying
Fair
Amount
Value
$
3,099 $
3,104
-

January 28, 2012
Carrying
Fair
Amount
Value
$
3,102 $ 3,046
36
-

The fair value of long-term debt is estimated by obtaining quotes from brokers or is based on current rates offered for similar
debt. The cost investment is for equity securities that are not registered and freely tradable shares and their fair values are not
readily determinable; however, we believe the carrying value approximates or is less than the fair value.
As of July 28, 2012, July 30, 2011 and January 28, 2012, the fair values of cash and cash equivalents, accounts payables and
current installments of long-term debt approximate carrying values due to the short-term nature of these instruments. These items
have been excluded from the table above with the exception of the current installments of long-term debt.
Concentrations of Credit Risk
We have no significant concentrations of credit risk.
9
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8. Stockholders’ Equity
The following table shows the change in the components of stockholders’ equity for the first six months of 2012:
Number
Accumulated
of
Additional
Reinvested
Other
(in millions)
Common
Common
Paid-in
Earnings/
Comprehensive
Shares
Stock
Capital
(Loss)
Income/(Loss)
January 28, 2012
215.9 $
108 $
3,699 $
1,412 $
(1,209)
Net income/(loss)
(310)
Other comprehensive income/(loss)
(68)
Dividends declared, common
(45)
Stock-based compensation
2.9
1
83
July 28, 2012
218.8 $
109 $
3,782 $
1,057 $
(1,277)

Total
Stockholders’
Equity
$
4,010
(310)
(68)
(45)
84
$
3,671

The tax effects allocated to each component of other comprehensive income/(loss) are as follows:

($ in millions)

Three Months Ended
July 28, 2012
July 30, 2011
Income
Income
Tax
Tax
Gross
(Expense)
Net
Gross (Expense)
Net
Amount
Benefit Amount Amount Benefit
Amount
$
8
$
(2) $
6 $
12 $
(5) $
7

Unrealized gain/(loss) on REITs
Reclassification adjustment for gain on REIT included in net
income
Reclassification for amortization of net actuarial (gain)/loss
included in net periodic benefit expense
Reclassification for amortization of prior service (credit)/cost
included in net periodic benefit expense
$
Total

($ in millions)

(270)(1)

96

(174)

-

-

-

63

(26)

37

38

(15)

23

(7)
43 $

3
(17) $

(4)
26

(3)
(202)

$

1
69 $

(2)
(133) $

Six Months Ended
July 28, 2012
July 30, 2011
Income
Income
Tax
Tax
Gross
(Expense)
Net
Gross (Expense)
Net
Amount
Benefit Amount Amount Benefit
Amount
$
51
$
(18) $
33 $
47 $
(17) $
30

Unrealized gain/(loss) on REITs
Reclassification adjustment for gain on REIT included in net
income
Reclassification for amortization of net actuarial (gain)/loss
included in net periodic benefit expense
Reclassification for amortization of prior service (credit)/cost
included in net periodic benefit expense
$
Total

(270)(1)
127
(7)
(99)

$

96

(174)

-

-

-

(50)

77

75

(29)

46

5
(41) $

(8)
68

3
31 $

(4)
(68) $

(13)
109 $

(1) Reclassification adjustment was calculated by using the closing fair market value per unit of $158.13 on July 19, 2012 for the two million
REIT units that were redeemed on July 20, 2012. The REIT units were redeemed at a price of $124.00 per unit ( see Note 6).
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The following table shows the changes in accumulated other comprehensive income/(loss) balances for the first six months of
2012:
Unrealized
Gain/(Loss)
on REITs
January 28, 2012
Current period change
July 28, 2012

$
$

165
(141)
24

Net Actuarial
Gain/(Loss)
$
(1,397)
77
$
(1,320)

Prior Service
Credit/(Cost)
$
23
(4)
$
19

Accumulated Other
Comprehensive
Income/(Loss)
$
(1,209)
(68)
$
(1,277)

9. Stock-Based Compensation
We grant stock-based compensation awards to employees and non-employee directors under our equity compensation plan. On
May 18, 2012, our stockholders approved the J. C. Penney Company, Inc. 2012 Long-Term Incentive Plan (2012 Plan), reserving
7 million shares for future grants (1.5 million newly authorized shares plus up to 5.5 million reserved but unissued shares from our
prior 2009 Long-Term Incentive Plan (2009 Plan)). In addition, shares underlying any outstanding stock award or stock option
grant cancelled prior to vesting or exercise become available for use under the 2012 Plan. The 2009 Plan terminated on May 18,
2012, except for outstanding awards, and all subsequent awards have been granted under the 2012 Plan. As of July 28, 2012, there
were approximately 6 million shares of stock available for future grant under the 2012 Plan.
The components of total stock-based compensation costs are as follows:

($ in millions)
Stock awards (shares and units)
Stock options
Total stock-based compensation

$
$

Three Months Ended
July 28,
July 30,
2012
2011
10
$
6
4
7
14
$
13

$
$

Six Months Ended
July 28,
July 30,
2012
2011
18
$
12
8
14
26 (1) $
26

(1) Excludes $ 9 million of stock-based compensation costs reported in restructuring and management transition charges (see Note 1 1 ).

On March 13, 2012, we made an annual grant of approximately 1.9 million stock options to employees at an option price of
$37.63, with a fair value of $11.68 per option and approximately 646,000 time-based restricted stock units (RSUs) to employees
with a fair value of $37.63 per RSU award.
During the second quarter of 2012, we granted approximately 704,000 stock options to employees at an option price of $26.29 and
a fair value of $11.36 per option. Additionally, we granted approximately 690,000 time-based RSUs to employees with a fair
value of $26.29 per RSU award as well as 50,000 RSUs to directors with a fair value of $27.26 per RSU award.
11
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10. Retirement Benefit Plans
The components of net periodic benefit expense/(income) for our non-contributory qualified defined benefit pension plan (primary
plan), non-contributory supplemental pension plans and contributory postretirement health and welfare plan are as follows:

Primary Plan
Service cost
Interest cost
Expected return on plan assets
Net amortization
Net periodic benefit expense/(income)
Supplemental Plans
Service cost
Interest cost
Expected return on plan assets
Net amortization
Net periodic benefit expense/(income)
Primary and Supplemental Plans Total
Service cost
Interest cost
Expected return on plan assets
Net amortization
Net periodic benefit expense/(income)
Postretirement Health and Welfare Plan
Service cost
Interest cost
Expected return on plan assets
Net amortization
Net periodic benefit expense/(income)
Retirement Benefit Plans Total
Service cost
Interest cost
Expected return on plan assets
Net amortization
Net periodic benefit expense/(income)

$

$

Three Months Ended
July 28,
July 30,
2012
2011
23
$
22
62
62
(95)
(97)
58
34
48
$
21

$

1
4
5
10

$

$

24
66
(95)
63
58

$

$

$

$

$

$

1
(3)
(2)

$

$

24
67
(95)
60
56

$

$

$

$

$

$

$

3
4
7

$

22
65
(97)
38
28

$

(7)
(7)

$

22
65
(97)
31
21

$

$

$

$

$

Six Months Ended
July 28,
July 30,
2012
2011
46
$
44
124
124
(189)
(193)
116
68
97
$
43

1
7
11
19

47
131
(189)
127
116

1
(7)
(6)

47
131
(189)
120
109

$

$

$

$

$

$

$

$

1
6
7
14

45
130
(193)
75
57

(13)
(13)

45
130
(193)
62
44

Net periodic benefit expense/(income) for our noncontributory postretirement health and welfare plan is predominantly included in
SG&A expense on the Consolidated Statements of Operations.
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Defined Contribution Plans
Our defined contribution plans include a qualified Savings, Profit-Sharing and Stock Ownership Plan (401(k) plan), which
includes a non-contributory retirement account, and a non-qualified contributory unfunded mirror savings plan offered to certain
members of management. Total expense for our defined contribution plans for the second quarters of 2012 and 2011 was $14
million and $16 million, respectively, and was predominantly included in SG&A expenses on the Consolidated Statements of
Operations. Total expense for the first six months of 2012 and 2011 was $30 million and $32 million, respectively.
11. Restructuring and Management Transition
Restructuring and management transition charges during the three and six months ended July 28, 2012 and July 30, 2011 included
costs related to activities to streamline our supply chain operations; the exit from our catalog and outlet businesses; cost savings
initiatives to reduce store and home office expenses; costs associated with the disposal of software and systems; the write-off of
store fixtures that were replaced with the new store shop fixtures; management transition charges related to the hiring and
departure of certain members of management and other miscellaneous restructuring costs. The composition of restructuring and
management transition charges was as follows:

Three Months Ended
($ in millions)
Supply chain
Catalog and catalog outlet stores(1)
Home office and stores
Software and systems
Store fixtures
Management transition
Voluntary early retirement program
(VERP) (1)
Other
Total

$

$

July 28,
2012
10
56
36
42
10
5
159

$

Six Months Ended

July 30,
2011
12
1
4
2
4
23

$

$

$

July 28,
2012
16
101
36
42
30
10
235

$

$

July 30,
2011
15
4
5
2
6
32

$

$

Cumulative
Amount
Through
July 28, 2012
57
55
146
36
42
160
179
43
718

(1) These restructuring activities were completed in 2011 and we do not expect to incur any additional costs related to the exit of our catalog
and catalog outlet stores and the enhanced benefits associated with the VERP.

Supply chain
As a result of consolidating and streamlining our supply chain organization as part of a restructuring program that began in 2011,
during the three months ended July 28, 2012 and July 30, 2011, we recorded charges of $10 million and $12 million, respectively,
related to accelerated depreciation, termination benefits and unit closing costs. During the six months ended July 28, 2012 and July
30, 2011, we recorded charges of $16 million and $15 million, respectively. For the remainder of 2012, our current estimate is to
incur approximately $1 million of additional charges related to this restructuring activity.
Home office and stores
During the three months ended July 28, 2012 and July 30, 2011, we recorded $56 million and $4 million, respectively, of costs
associated with employee termination benefits for actions to reduce our store and home office expenses. During the six months
ended July 28, 2012 and July 30, 2011, we recorded charges of $101 million and $5 million, respectively. In July 2012, we
substantially completed our efforts to create a simplified operating structure in our home office; as a result, for the remainder of
2012 we do not anticipate incurring any additional charges related to this restructuring activity. As we continue to simplify our
store operations, our current estimate for the remainder of 2012 is to incur between $10 million to $20 million of additional
charges related to this restructuring activity.
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Software and systems
During the three months ended July 28, 2012, we recorded a charge of $3 million related to consulting fees associated with
evaluating our technology infrastructure and, as a result of this evaluation, $33 million of software and systems were disposed of,
as they did not support our new long-term strategy.
Store fixtures
During the three months ended July 28, 2012, we recorded $42 million of charges related to the replacement of store fixtures in
connection with the launch of our first 10 shops in August and September of 2012. As we continue to design and implement new
shops in conjunction with our efforts to re-organize our department stores, we anticipate additional store fixture write-offs as we
determine which store fixtures to replace.
Management transition
During the first half of 2012, we implemented several changes within our management leadership team that resulted in
management transition costs of $10 million and $30 million for the three and six months ended July 28, 2012, respectively, for
both incoming and outgoing members of management.
Other
During the three months ended July 28, 2012 and July 30, 2011, we recorded $5 million and $4 million, respectively, of
miscellaneous restructuring charges. During the six months ended July 28, 2012 and July 30, 2011, we recorded $10 million and
$6 million, respectively, of miscellaneous restructuring charges. The charges in the first quarter of 2012 were primarily related to
the exit of our specialty websites CLADTM and Gifting Grace TM and the charges in the second quarter of 2012 were primarily
related to costs associated with the closing of our Pittsburgh, Pennsylvania customer call center.
Activity for the restructuring and management transition liability for the period was as follows:

($ in millions)
January 28, 2012
Charges
Cash payments
Non-cash
July 28, 2012

Supply
$

Home
Office

Chain
and Stores
3
$
28
$
16
101
(11)
(108)
(1)
(2)
(3)(2)
6
18

Software
and
Systems
$
36
(3)
(33)(3)
-

Store

Management

Fixtures
Transition
$
10
$
42
30
(30)
(3)
(42)
(7)(2)
3

Other
19
$
10
(11)
(3)(4)
15

Total
60
235
(163)
(90)
42

(1) Amount represents increased depreciation as a result of shortening the useful lives of assets associated with our supply chain operations .
(2) Amounts represent primarily stock-based compensation expense.
(3) Amounts represent the write-off of software and systems and store fixtures that are no longer in service.
(4) Amount represents primarily the write-off of assets associated with department store remodels that will not be completed due to the
announced transformation of our department stores.

12. Real Estate and Other, Net

($ in millions)
Real estate activities
Other
Total (income)/expense

$
$

Three Months Ended
July 28,
July 30,
2012
2011
(210) $
(7)
2
1
(208) $
(6)

14

$
$

Six Months Ended
July 28,
July 30,
2012
2011
(218) $
(22)
3
3
(215) $
(19)
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Real estate and other consists of ongoing operating income from our real estate subsidiaries whose investments are in REITs, as
well as investments in 13 joint ventures that own regional mall properties. Real estate and other also includes net gains from the
sale of facilities and equipment that are no longer used in operations, asset impairments and other non-operating charges and
credits.
For the three months ended July 28, 2012 and July 30, 2011, we received dividend income from our REITs totaling $2 million and
$2 million, respectively, and we recorded investment income for our proportional share of earnings from our joint ventures
totaling $3 million and $4 million, respectively. For the six months ended July 28, 2012 and July 30, 2011, we received dividend
income from our REITs totaling $5 million and $4 million, respectively, and we recorded investment income for our proportional
share of earnings from our joint ventures totaling $6 million and $7 million, respectively. During the three months ended July 28,
2012, we recorded a gain of $202 million in connection with the redemption of 2 million of our SPG REIT units (see Note 6).
13. Income Taxes
The provision for income taxes is based on the current estimate of the annual effective tax rate adjusted to reflect the impact of
items discrete to the three and six months ended July 28, 2012. The effective tax rate from continuing operations for the three
months ended July 28, 2012 was (39.0)% compared to 41.7% for the three months ended July 30, 2011. The effective tax rate
from continuing operations for the six months ended July 28, 2012 was (40.7)% compared to 38.6% for the six months ended
July 30, 2011. Our income tax benefit for the first half was positively impacted by federal wage tax credits, state law changes and
state audit settlements and negatively impacted by the discontinuation of our quarterly dividend.
The total amount of unrecognized tax benefits as of July 28, 2012 was $91 million compared to $110 million as of January 28,
2012. The decrease included $22 million for settlements reached with tax authorities. As of the end of the second quarter of 2012,
the uncertain tax position balance included $59 million that, if recognized, would lower the effective tax rate and would be
reduced upon settlement by $21 million related to the federal tax deduction of state taxes. The remaining amounts reflect tax
positions for which the ultimate deductibility is highly certain, but for which there is uncertainty about the timing. Due to deferred
tax accounting, other than any interest or penalties incurred, the disallowance of the shorter deductibility period would not impact
the effective tax rate, but would accelerate payment to the taxing authority.
Over the next 12 months, it is reasonably possible that the amount of unrecognized tax benefits could be reduced by
approximately $11 million if our tax position is sustained upon audit, the controlling statute of limitations expires or we agree to a
disallowance.
Accrued interest and penalties related to unrecognized tax benefits was $4 million as of July 28, 2012 and $4 million as of January
28, 2012, respectively.
14. Litigation, Other Contingencies and Guarantees
We are subject to various legal and governmental proceedings involving routine litigation incidental to our business. Reserves
have been established based on our best estimates of our potential liability in certain of these matters. These estimates have been
developed in consultation with in-house and outside counsel. While no assurance can be given as to the ultimate outcome of these
matters, management currently believes that the final resolution of these actions, individually or in the aggregate, will not have a
material adverse effect on our results of operations, financial position, liquidity or capital resources.
As of July 28, 2012, we estimated our total potential environmental liabilities to range from $20 million to $27 million and
recorded our best estimate of $21 million in other liabilities in the Consolidated Balance Sheet as of that date. This estimate
covered potential liabilities primarily related to underground storage tanks, remediation of environmental conditions involving our
former drugstore locations and asbestos removal in connection with approved plans to renovate or dispose of our facilities. We
continue to assess required remediation and the adequacy of environmental reserves as new information becomes available and
known conditions are further delineated. If we were to incur losses at the upper end of the estimated range, we do not believe that
such losses would have a material effect on our financial condition, results of operations or liquidity.
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As of July 28, 2012, we had a guarantee totaling $20 million for the maximum exposure on insurance reserves established by a
former subsidiary included in the sale of our Direct Marketing Services business.
In connection with the sale of the operations of our outlet stores, we assigned leases on 10 outlet store locations to the
purchaser. As part of the assignment agreements, we became third guarantor for all 10 of the assigned lease agreements. In the
event of lease default by the purchaser, our maximum obligation under the lease guarantees, as of July 28, 2012, is $23 million,
assuming acceleration of all lease payments. The 10 leases have expiration dates beginning in June 2014 with the last lease
expiring in November 2020.
In connection with the redemption of two million of our SPG REIT units (see Note 6), we agreed to make future capital
contributions to SPG under certain circumstances. Capital contributions would be required only if (i) one or more unsecured senior
notes or term loans of SPG are in default and (ii) the aggregate amount received and/or realized by the lenders with respect to such
notes or loans upon the exhaustion of all other remedies available to them is less than the maximum amount of all capital
contribution commitments of the Company and other parties with similar commitments. Our contribution obligation is subject to a
maximum aggregate amount of $360 million, and is proportionate to our share of all similar commitments provided by the
Company and other parties. Under certain circumstances, including the disposition of its remaining SPG REIT units, the
Company can terminate its obligation. The possibility that we would be required to make a contribution is considered remote, and
as such, no amount has been recorded in the unaudited Interim Consolidated Financial Statements.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
General
J. C. Penney Company, Inc. is a holding company whose principal operating subsidiary is J. C. Penney Corporation, Inc. (JCP).
JCP was incorporated in Delaware in 1924, and J. C. Penney Company, Inc. was incorporated in Delaware in 2002, when the
holding company structure was implemented. The holding company has no independent assets or operations and no direct
subsidiaries other than JCP. The holding company and its consolidated subsidiaries, including JCP, are collectively referred to in
this quarterly report as “we,” “us,” “our,” “ourselves” or the “Company,” unless otherwise indicated.
The holding company is a co-obligor (or guarantor, as appropriate) regarding the payment of principal and interest on JCP’s
outstanding debt securities. The guarantee of certain of JCP’s outstanding debt securities by the holding company is full and
unconditional.
This discussion is intended to provide information that will assist the reader in understanding our financial statements, the changes
in certain key items in those financial statements from period to period, and the primary factors that accounted for those changes,
how operating results affect the financial condition and results of operations of our Company as a whole, as well as how certain
accounting principles affect the financial statements. It should be read in conjunction with our consolidated financial statements as
of January 28, 2012, and for the year then ended, and related Notes and Management’s Discussion and Analysis of Financial
Condition and Results of Operations (MD&A), all contained in the Annual Report on Form 10-K for the fiscal year ended January
28, 2012 (2011 Form 10-K). Unless otherwise indicated, all references to earnings/(loss) per share (EPS) are on a diluted basis
and all references to years relate to fiscal years rather than to calendar years.
Second Quarter Summary and Recent Developments

§

For the second quarter of 2012, our net loss was $147 million, or $0.67 per share, compared to net income of $14
million, or $0.07 per share, for the corresponding prior year quarter. Results this quarter included $159 million, or $0.45
per share, of restructuring and management transition charges; $102 million, or $0.29 per share, of markdowns taken to
clear discontinued inventory in preparation for new product arriving for our shops; $48 million, or $0.13 per share, for
the non-cash impact of our qualified defined benefit pension plan (primary plan) expense and $200 million, or $0.57 per
share, for the gain on the redemption of real estate investment trust (REIT) units, net of fees.

§

Comparable store sales decreased 21.7% for the second quarter of 2012 reflecting lower sales during the quarter as we
continued with the early stages of our transformation strategy. Sales were also negatively impacted by the Company’s
decision to significantly reduce its marketing activities in the latter half of the quarter, as we reconsidered our approach
to pricing and marketing in time for back to school.

§

For the second quarter of 2012, gross margin as a percentage of sales decreased 510 basis points compared to the same
period last year due to lower than expected sales in the quarter as well as $102 million of markdowns taken to clear
discontinued inventory in preparation for new product arriving for our shops.

§

Selling, general and administrative expenses (SG&A) decreased $193 million, or 15.5%, for the second quarter of 2012
as compared to the corresponding quarter in the prior year as we continue to realize the benefits from our cost savings
initiatives.

§

At the end of the second quarter of 2012, as we completed the first six months of our transformation, we further
simplified our pricing by eliminating month-long values and lowering our everyday prices. On August 1, 2012, we
launched the first of our specialty shop concepts for Levi’s®, i jeans by Buffalo TM and The Original Arizona Jean
Co. ® and refocused our marketing efforts to highlight brands, products and value.
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Results of Operations

($ in millions, except EPS)
Total net sales
Percent increase/(decrease) from prior year
Comparable store sales increase/(decrease)(1)
Gross margin
Operating expenses/(income):
Selling, general and administrative
Primary pension plan
Supplemental pension plans
Total pension
Depreciation and amortization
Real estate and other, net
Restructuring and management transition
Total operating expenses
Operating income/(loss)
Adjusted operating income/(loss) (non-GAAP) (2)
Net interest expense
Income/(loss) before income taxes
Income tax expense/(benefit)
Net income/(loss)
Adjusted net income/(loss) (non-GAAP) (2)

$

Diluted EPS
Adjusted diluted EPS (non-GAAP) (2)
Ratios as a percent of sales:
Gross margin
SG&A
Total operating expenses
Operating income/(loss)
Adjusted operating income/(loss) (non-GAAP)(2)

Three Months Ended
July 28,
July 30,
2012
2011
3,022 $
3,906
(22.6)%
(0.8)%
(21.7)%
1.5%
1,004
1,497

$

Six Months Ended
July 28,
July 30,
2012
2011
6,174 $
7,849
(21.3)%
(0.2)%
(20.3)%
2.7%
2,190
3,092

$

1,050
48
10
58
128
(208)
159
1,187
(183)
(74)
58
(241)
(94)
(147) $

$

(81) $

41

$

(136) $

124

$
$

(0.67) $
(0.37) $

0.07
0.19

$
$

(1.42) $
(0.62) $

0.35
0.55

33.2%
34.7%
39.3%
(6.1)%
(2.4)%

1,243
21
7
28
128
(6)
23
1,416
81
125
57
24
10
14 $

2,210
97
19
116
253
(215)
235
2,599
(409)
(122)
114
(523)
(213)
(310) $

2,524
43
14
57
256
(19)
32
2,850
242
317
115
127
49
78

38.3%
31.8%
36.2%
2.1%
3.2%

35.5%
35.8%
42.1%
(6.6)%
(2.0)%

39.4%
32.2%
36.3%
3.1%
4.0%

(1) Comparable store sales are presented on a 52-week basis and include sales from new and relocated stores that have been opened
for 12 consecutive full fiscal months and Internet 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 remain in the
calculations.
(2) See “Non-GAAP Financial Measures” below for a discussion of this non-GAAP measure and reconciliation to its most directly
comparable GAAP financial measure and further information on its uses and limitations.
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Non-GAAP Financial Measures
We report our financial information in accordance with generally accepted accounting principles in the United States
(GAAP). However, we present certain financial measures and ratios identified as non-GAAP under the rules of the Securities and
Exchange Commission (SEC) to assess our results. We believe the presentation of these non-GAAP financial measures and ratios
is useful in order to better understand our financial performance as well as to facilitate the comparison of our results to the results
of our peer companies. It is important to view non-GAAP financial measures in addition to, rather than as a substitute for, those
measures and ratios prepared in accordance with GAAP. We have provided reconciliations of the most directly comparable
GAAP measures to our non-GAAP financial measures presented.
The following non-GAAP financial measures are adjusted to exclude the impact of markdowns related to the alignment of
inventory with our new strategy, restructuring and management transition charges, the non-cash impact of our primary plan
expense and the gain on the redemption of REIT units, net of fees. Unlike other operating expenses, markdowns related to the
alignment of inventory with our new strategy, restructuring and management transition charges and the gain on the redemption of
REIT units, net of fees are unrelated to our ongoing core business operations. Additionally, primary plan expense is determined
using numerous complex assumptions about changes in pension assets and liabilities that are subject to factors beyond our control,
such as market volatility. We believe it is useful for investors to understand the impact of markdowns related to the alignment of
inventory with our new strategy, restructuring and management transition charges, the non-cash impact of our primary plan
expense and the gain on the redemption of REIT units, net of fees on our financial results and therefore are presenting the
following non-GAAP financial measures: (1) adjusted operating income/(loss); (2) adjusted net income/(loss); and (3) adjusted
diluted EPS.
Adjusted Operating Income/(Loss). The following table reconciles operating income/(loss), the most directly comparable GAAP
financial measure, to adjusted operating income/(loss), a non-GAAP financial measure:

Three Months Ended
Six Months Ended
July 28,
July 30,
July 28,
July 30,
2012
2011
2012
2011
$
(183) $
81 $
(409) $
242
(6.1)%
2.1%
(6.6)%
3.1%
102
155
159
23
235
32
48
21
97
43
(200)
(200)
$
(74) $
125 $
(122) $
317
(2.4)%
3.2%
(2.0)%
4.0%

($ in millions)
Operating income/(loss) (GAAP)
As a percent of sales
Add: markdowns - inventory strategy alignment
Add: restructuring and management transition charges
Add: primary pension plan expense
Less: redemption of REIT units, net of fees
Adjusted operating income/(loss) (non-GAAP)
As a percent of sales
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Adjusted Net Income/(Loss) and Adjusted Diluted EPS. The following table reconciles net income/(loss) and diluted EPS, the
most directly comparable GAAP financial measures, to adjusted net income/(loss) and adjusted diluted EPS, non-GAAP financial
measures:
Three Months Ended
Six Months Ended
July 28,
July 30,
July 28,
July 30,
2012
2011
2012
2011
$
(147) $
14 $
(310) $
78
$
(0.67) $
0.07 $ (1.42) $
0.35

($ in millions, except per share data)

Net income/(loss) (GAAP)
Diluted EPS (GAAP)
Add: markdowns - inventory strategy alignment, net of income tax
expense/(benefit) of $39, $-, $60 and $Add: restructuring and management transition charges, net of income tax
expense/(benefit) of $61, $9, $91 and $12
Add: primary pension plan expense, net of income tax expense/(benefit) of $19,
$8, $38 and $17
Less: redemption of REIT units, net of fees, net of income tax expense/(benefit)
of $76, $-, $76 and $$
Adjusted net income/(loss) (non-GAAP)
Adjusted diluted EPS (non-GAAP)
$

63

-

95

-

98

14

144

20

29

13

59

26

(124)
(81) $
(0.37) $

41 $
0.19 $

(124)
(136) $
(0.62) $

124
0.55

Total Net Sales
Three Months Ended
July 28,
July 30,
2012
2011
3,022 $
3,906

($ in millions)
Total net sales
Sales percent increase/(decrease):
Total net sales
Comparable store sales

$

(22.6)%
(21.7)%

Six Months Ended
July 28,
July 30,
2012
2011
6,174
$
7,849

$

(0.8)%
1.5%

(21.3)%
(20.3)%

(0.2)%
2.7%

Total net sales decreased $884 million in the second quarter of 2012 compared to the second quarter of 2011. For the first six
months of 2012, total net sales decreased $1,675 million from the same period last year. The following table provides the
components of the net sales decrease:

($ in millions)
Comparable store sales increase/(decrease)
New and closed stores, net
Exit of the catalog outlet stores
Total net sales increase/(decrease)

$

$

Three Months Ended
July 28,
July 30,
2012
2011
(832) $
56
10
(52)
(98)
(884) $
(32)

20

$

$

Six Months Ended
July 28,
July 30,
2012
2011
(1,564) $
199
(5)
17
(106)
(234)
(1,675) $
(18)
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Store Count
The following table compares the number of stores and gross selling space for the second quarter and first six months of 2012 and
2011:
Three Months Ended
July 28,
July 30,
2012
2011
jcpenney department stores
Beginning of period
Stores opened
Closed stores
End of period(1)
The Foundry Big and Tall Supply Co. (2)

Six Months Ended
July 28,
July 30,
2012
2011

1,103
(2)
1,101

1,108
(5)
1,103

1,102
2
(3)
1,101

1,106
2
(5)
1,103

10

10

10

10

(1) Gross selling space was 111 million square feet as of July 28, 2012 and July 30, 2011 .
(2) Gross selling space was 51 thousand square feet as of July 28, 2012 and July 30, 2011 .

In the second quarter of 2012, comparable store sales decreased 21.7%, reflecting lower sales during the quarter as we continued
with the early stages of our transformation strategy. Sales were also negatively impacted by the Company’s decision to
significantly reduce its marketing activities in the latter half of the quarter, as we reconsidered our approach to pricing and
marketing in time for back to school. Sales through jcp.com, which are included in comparable store sales, decreased 32.6%, to
$220 million. Total net sales decreased 22.6% to $3,022 million compared with $3,906 million in last year’s second quarter. The
decrease in total net sales includes the impact of our exit from the catalog outlet businesses in October 2011.
Based on a sample of our mall and off-mall stores, our store traffic decreased approximately 12%, while our conversion rate
increased in the quarter compared to second quarter last year. Both the number of store transactions and the number of units
decreased in the quarter as compared to the prior year corresponding period; however, the average number of units per transaction
slightly increased. Our average unit retail for the second quarter of 2012 increased as compared to the second quarter in
2011. Although we sold more items at our everyday and month-long prices at a higher average unit retail, the decrease in traffic
for the quarter more than offset that benefit.
All merchandise divisions experienced comparable store sales declines for the second quarter of 2012 compared to the prior year
corresponding period. Men’s and women’s apparel experienced the smallest declines while the home division experienced the
largest decline. All geographic regions also experienced comparable store sales declines. Private brands, including exclusive
brands found only at jcpenney, comprised approximately 56% of total merchandise sales for the second quarter of 2012, compared
to 57% in last year’s second quarter.
For the first six months of 2012, comparable store sales decreased 20.3% while comparable store sales in last year’s first six
months increased 2.7%. Total net sales decreased 21.3% to $6,174 million compared with $7,849 million last year.
Gross Margin
Gross margin for the second quarter decreased $493 million to $1,004 million compared to $1,497 million in last year’s second
quarter. As a percent of sales, the gross margin rate decreased 510 basis points to 33.2% compared to 38.3% for the comparable
prior year period. Overall, compared to last year, gross margin was impacted by deeper markdowns to move higher than
anticipated levels of seasonal inventory as a result of lower than expected sales in the quarter. During the quarter, we also
recorded $102 million of markdowns taken to clear discontinued inventory in preparation for new product for our shops. These
markdowns had a 340 basis point impact on gross margin. In addition, during the second quarter of 2012 our margins were
negatively impacted by approximately 90 basis points as a result of a decrease in vendor support as compared to the prior year
corresponding quarter.
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Through the first half of 2012, gross margin decreased 390 basis points to 35.5% of sales, or $2,190 million, compared with 39.4%
of sales, or $3,092 million, for the first half of 2011. During the six months ended July 28, 2012, we recorded $155 million of
markdowns related to the alignment of inventory with our new strategy that had a 251 basis point impact on gross margin,
including $102 million of markdowns in the second quarter and a $53 million reserve taken in the first quarter of 2012 as a result
of our efforts to transform our merchandise assortment and reduce our weeks of supply of inventory to align with the Company’s
new strategy. In addition, during the first quarter of 2012, we experienced inflationary impacts related to higher cotton and
petroleum based textiles that eased during the second quarter.
SG&A Expenses
SG&A expenses for the quarter decreased $193 million to $1,050 million compared to $1,243 million in last year’s second
quarter. The decrease was driven primarily by lower salaries and related benefits from our cost savings initiatives of $120 million,
or 397 basis points. Benefits from the jcpenney private label credit card positively impacted SG&A expenses by $31 million, or
103 basis points. In addition, advertising decreased $23 million, or 76 basis points, and the previous exit from our catalog outlet
stores resulted in $17 million, or 56 basis points, of savings during the quarter. With the decline in sales, SG&A expenses as a
percent of sales increased 290 basis points to 34.7% compared to 31.8% in the second quarter of 2011.
For the first half of 2012, SG&A expense decreased $314 million to $2,210 million compared to $2,524 million in last year’s first
half. The decrease was driven primarily by lower salaries and related benefits and incentive compensation of $175 million, or 304
basis points. Benefits from the jcpenney private label credit card positively impacted SG&A expenses by $48 million, or 78 basis
points. The previous exits from our catalog outlet stores and our specialty websites CLADTM and Gifting Grace TM resulted in
$34 million, or 70 basis points, of savings during the first half. In addition, advertising decreased $25 million, or 40 basis points,
and general expenses decreased $9 million, or 15 basis points. With the decline in sales for the first half of 2012, SG&A expenses
as a percent of sales increased 360 basis points to 35.8% of sales compared to 32.2% in the first half of 2011.
Pension Expense
($ in millions)
Primary pension plan
Supplemental pension plans
Total pension expense

$
$

Three Months Ended
July 28,
July 30,
2012
2011
48 $
21
10
7
58 $
28

$
$

Six Months Ended
July 28,
July 30,
2012
2011
97 $
43
19
14
116 $
57

Total pension expense, which consists of our non-cash primary pension plan expense and our supplemental pension plans expense,
is based on our 2011 year-end measurement of pension plan assets and benefit obligations. The primary pension plan expense for
the second quarter of 2012 increased $27 million, to $48 million, compared with $21 million in the second quarter of 2011. The
increase was primarily a result of an approximately 80 basis point decrease in our discount rate, an increase in the pension liability
resulting from our voluntary early retirement program offered during the third quarter of 2011 and a decrease in the value of plan
assets due to unfavorable capital market returns in 2011. For the second quarter of 2012, the supplemental pension plans expense
of $10 million increased $3 million compared to the second quarter of 2011. For the first six months of 2012, our primary
pension plan expense increased $54 million to $97 million and our supplemental pension plans expense increased $5 million to
$19 million.
Depreciation and Amortization Expense
Depreciation and amortization expense in the second quarter of 2012 remained flat at $128 million when compared to the same
period last year. For the first six months of 2012, depreciation and amortization expense decreased $3 million to $253 million
from $256 million last year.
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Real Estate and Other, Net

($ in millions)
Real estate activities
Other
Total (income)/expense

$
$

Three Months Ended
July 28,
July 30,
2012
2011
(210) $
(7)
2
1
(208) $
(6)

$
$

Six Months Ended
July 28,
July 30,
2012
2011
(218) $
(22)
3
3
(215) $
(19)

Real estate and other consists of ongoing operating income from our real estate subsidiaries whose investments are in REITs, as
well as investments in 13 joint ventures that own regional mall properties. Real estate and other also includes net gains from the
sale of facilities and equipment that are no longer used in operations, asset impairments and other non-operating charges and
credits.
For the three months ended July 28, 2012 and July 30, 2011, we received dividend income from our REITs totaling $2 million in
both periods. Additionally, for the three months ended July 28, 2012 and July 30, 2011, we recorded investment income for our
proportional share of earnings from our joint ventures totaling $3 million and $4 million, respectively. In the first half of 2012 and
2011, we received dividend income from our REITs totaling $5 million and $4 million, respectively. Additionally, we recorded
investment income for our proportional share of earnings from our joint ventures totaling $6 million and $7 million,
respectively. During the three months ended July 28, 2012, we recorded a gain of $202 million in connection with the redemption
of two million of our REIT units.
Restructuring and Management Transition
Restructuring and management transition charges during the three and six months ended July 28, 2012 and July 30, 2011 included
costs related to activities to streamline our supply chain operations; the exit from our catalog and outlet businesses; cost savings
initiatives to reduce store and home office expenses; costs associated with the disposal of software and systems; the write-off of
store fixtures that were replaced with the new store shop fixtures; management transition charges related to the hiring and
departure of certain members of management and other miscellaneous restructuring costs. The composition of restructuring and
management transition charges was as follows:

($ in millions)
Supply chain
Catalog and catalog outlet stores
Home office and stores
Software and systems
Store fixtures
Management transition
Other
Total

$

$

Three Months Ended
July 28,
July 30,
2012
2011
10 $
12
1
56
4
36
42
10
2
5
4
159 $
23

$

$

Six Months Ended
July 28,
July 30,
2012
2011
16 $
15
4
101
5
36
42
30
2
10
6
235 $
32

Supply chain
As a result of consolidating and streamlining our supply chain organization as part of a restructuring program that began in 2011,
during the three months ended July 28, 2012 and July 30, 2011, we recorded charges of $10 million and $12 million, respectively,
related to accelerated depreciation, termination benefits and unit closing costs. During the six months ended July 28, 2012 and July
30, 2011, we recorded charges of $16 million and $15 million, respectively. For the remainder of 2012, our current estimate is to
incur approximately $1 million of additional charges related to this restructuring activity.
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Home office and stores
During the three months ended July 28, 2012 and July 30, 2011, we recorded $56 million and $4 million, respectively, of costs
associated with employee termination benefits for actions to reduce our store and home office expenses. During the six months
ended July 28, 2012 and July 30, 2011, we recorded charges of $101 million and $5 million, respectively. In July 2012, we
substantially completed our efforts to create a simplified operating structure in our home office; as a result, for the remainder of
2012 we do not anticipate incurring any additional charges related to this restructuring activity. As we continue to simplify our
store operations, our current estimate for the remainder of 2012 is to incur between $10 million to $20 million of additional
charges related to this restructuring activity.
Software and systems
During the three months ended July 28, 2012, we recorded a charge of $3 million related to consulting fees associated with
evaluating our technology infrastructure and, as a result of this evaluation, $33 million of software and systems were disposed of,
as they did not support our new long-term strategy.
Store fixtures
During the three months ended July 28, 2012, we recorded $42 million of charges related to the replacement of store fixtures in
connection with the launch of our first 10 shops in August and September of 2012. As we continue to design and implement new
shops in conjunction with our efforts to re-organize our department stores, we anticipate additional store fixture write-offs as we
determine which fixtures to replace.
Management transition
During the first half of 2012, we implemented several changes within our management leadership team that resulted in
management transition costs of $10 million and $30 million for the three and six months ended July 28, 2012, respectively, for
both incoming and outgoing members of management.
Other
During the three months ended July 28, 2012 and July 30, 2011, we recorded $5 million and $4 million, respectively, of
miscellaneous restructuring charges. During the six months ended July 28, 2012 and July 30, 2011, we recorded $10 million and
$6 million, respectively, of miscellaneous restructuring charges. The charges in the first quarter of 2012 were primarily related to
the exit of our specialty websites CLADTM and Gifting Grace TM and the charges in the second quarter of 2012 were primarily
related to costs associated with the closing of our Pittsburgh, Pennsylvania customer call center.
Future restructuring
In January 2012, we announced a targeted expense reduction of $900 million, primarily in SG&A expense. In July 2012, we
substantially completed our efforts to create a simplified operating structure and based on actions we have taken, we expect to
exceed the $900 million savings run-rate by the end of 2012. We expect to achieve savings by reductions to costs in our store
operations, marketing and our home office.
Operating Income/(Loss)
For the second quarter of 2012, we reported an operating loss of $183 million compared to operating income of $81 million in the
prior year corresponding period. Excluding the impact of markdowns related to the alignment of inventory with our new strategy,
restructuring and management transition charges, the non-cash impact of our primary plan expense and the gain on the redemption
of REIT units, net of fees, adjusted operating income/(loss) (non-GAAP) decreased $199 million from $125 million in the second
quarter last year to a loss of $74 million in the current period.
For the first half of 2012, we reported an operating loss of $409 million compared to operating income of $242 million in the prior
year corresponding period. Excluding the impact of markdowns related to the alignment of inventory with our new strategy,
restructuring and management transition charges, the non-cash impact of our primary plan expense and the gain on the redemption
of REIT units, net of fees, adjusted operating income/(loss) (non-GAAP) decreased $439 million from $317 million in the first
half of last year to a loss of $122 million in the first half of 2012.
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Net Interest Expense
Net interest expense for the second quarter of 2012 was $58 million compared to $57 million in the second quarter of 2011. For
the first six months of 2012, net interest expense was $114 million compared to $115 million in the first six months of 2011.
Income Taxes
In determining the quarterly provision for income taxes, we use an estimated annual effective tax rate, which is based on our
expected annual income, statutory tax rates and tax planning opportunities available in the various jurisdictions in which we
operate. Subsequent recognition, de-recognition and measurement of a tax position taken in a previous period are separately
recognized in the quarter in which they occur. The effective income tax rate was (39.0)% and 41.7% for the second quarters of
2012 and 2011, respectively. For the first half of 2012 and 2011, our effective income tax rate was (40.7)% and 38.6%,
respectively. Our income tax benefit for the second quarter and for the first half of 2012 was positively impacted by federal wage
tax credits, state law changes and state audit settlements and negatively impacted by the discontinuation of our quarterly dividend.
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Liquidity and Capital Resources
The following table provides a summary of our key components and ratios of financial condition and liquidity:

($ in millions)
Cash and cash equivalents
Merchandise inventory
Property and equipment, net

$

Six Months Ended
July 28,
July 30,
2012
2011
888 $
1,551
2,993
3,572
5,153
5,237

Long-term debt, including capital leases and current maturities
Stockholders’ equity
Total capital
Maximum capacity under our credit agreement
Cash flow from operating activities
Free cash flow (non-GAAP) (1)
Capital expenditures
Dividends paid
Ratios:
Debt-to-total capital(2)
Cash-to-debt(3)

3,151
3,671
6,822
1,500
(609)
(934)
239
86

3,099
4,703
7,802
1,250
172
(215)
295
92

46%
28%

40%
50%

(1) See “Free Cash Flow” below for a reconciliation of this non-GAAP financial measure to its most directly comparable GAAP financial
measure and further information on its uses and limitations.

(2) Long-term debt, including capital leases and current maturities, divided by total
capitalization.

(3) Cash and cash equivalents divided by long-term debt , including capital leases and current maturities .
Cash and Cash Equivalents
We ended the second quarter of 2012 with $888 million in cash and cash equivalents, which represented 28% of our $3,151 million
of outstanding long-term debt, including capital leases and current maturities.
Free Cash Flow (Non-GAAP)
Free cash flow is a key financial measure of our ability to generate additional cash from operating our business and in evaluating
our financial performance. We define free cash flow as cash flow from operating activities, less capital expenditures and dividends
paid, plus the proceeds from the sale of operating assets. Free cash flow is a relevant indicator of our ability to repay maturing
debt, revise our dividend policy or fund other uses of capital that we believe will enhance stockholder value. Free cash flow is
considered a non-GAAP financial measure under the rules of the SEC. Free cash flow is limited and does not represent remaining
cash flow available for discretionary expenditures due to the fact that the measure does not deduct payments required for debt
maturities, pay-down of off-balance sheet pension debt, and other obligations or payments made for business acquisitions.
Therefore, it is important to view free cash flow in addition to, rather than as a substitute for, our entire statement of cash flows and
those measures prepared in accordance with GAAP.
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The following table reconciles net cash provided by/(used in) operating activities, the most directly comparable GAAP financial
measure, to free cash flow, a non-GAAP financial measure:
Three Months Ended
July 28,
July 30,
2012
2011
$
(32) $
120

($ in millions)
Net cash provided by/(used in) operating activities (GAAP)
Less:
Capital expenditures
Dividends paid, common
Free cash flow (non-GAAP)

$

(132)
(43)
(207)

$

(178)
(45)
(103)

$

$

Six Months Ended
July 28,
July 30,
2012
2011
(609) $
172
(239)
(86)
(934) $

(295)
(92)
(215)

Free cash flow for the three months ended July 28, 2012 decreased $104 million to an outflow of $207 million compared to an
outflow of $103 million in the same period last year. Free cash flow for the six months ended July 28, 2012 decreased $719
million to an outflow of $934 million compared to an outflow of $215 million in last year’s first half. The decrease was primarily
a result of the decline in sales and resulting use of cash from operating activities during the period which were partially offset by
lower capital expenditures compared to last year.
Operating Activities
While a significant portion of our sales, profit and operating cash flows have historically been realized in the fourth quarter, our
quarterly results of operations may fluctuate significantly as a result of many factors, including seasonal fluctuations in customer
demand, product offerings, inventory levels and the impact of our transformation strategy.
Cash flow from operating activities for the three months ended July 28, 2012 decreased $152 million to an outflow of $32 million
compared to an inflow of $120 million during the same period last year. Cash flow from operating activities for the first half
decreased $781 million to an outflow of $609 million compared to an inflow of $172 million last year. The decrease was
primarily due to the decline in sales and related lower sales taxes payable, lower levels of payables including merchandise
accounts payable as a result of lower receipts, lower income taxes payable resulting from the operating loss and related tax benefit
and lower accrued payroll taxes from the reduction of salaries.
Merchandise inventory decreased $579 million to $2,993 million, or 16.2%, as of the end of the second quarter of 2012 compared
to $3,572 million as of the end of the second quarter last year.
Investing Activities
Investing activities for the first six months of 2012 totaled zero compared to an outflow of $295 million for the same period last
year. Investing activities were positively impacted by an inflow of $248 million from the redemption of two million REIT units at
a cash price of $124.00 per unit during the second quarter of 2012. Capital expenditures were $239 million for the first half of
2012, a decrease of $56 million compared to the first half of 2011.
Capital expenditures during the second quarter of 2012 included furniture and fixtures relating to Men’s and Women’s Arizona
shops, Levi’s shops, and i jeans by Buffalo boutiques in approximately 683 stores that launched on August 1, 2012. Additionally,
during the second quarter of 2012, we opened 23 Sephora inside jcpenney locations, bringing the total to 348 locations.
During the first quarter of 2012, we opened 17 Sephora inside jcpenney locations and two new department stores.
During the first half of 2011, we opened 45 Sephora inside jcpenney locations, two new department stores and approximately 200
MNG by Mango® and 100 Call it Spring® shops.
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Capital expenditures for the remainder of 2012 will relate primarily to the investment in our shops inside jcpenney stores and
technology improvements. Consistent with the second quarter, capital expenditures for the remainder of 2012 are expected to be
funded from existing cash and cash equivalent balances, the savings resulting from the elimination of the dividend as well as
expected cash flow from operations. We anticipate full year 2012 capital expenditures to be approximately $850 million.
Financing Activities
Financing activities for the first six months of 2012 were an outflow of $10 million compared to an outflow of $948 million for the
same period last year. As authorized by the Board, we paid quarterly dividends of $0.20 per share during each of the first halves
of 2012 and 2011. On May 15, 2012, we announced that we had discontinued the quarterly $0.20 per share dividend, resulting in
approximately $175 million in annual cash savings.
In the first half of 2011, we completed our share buyback program authorized by the Board of Directors in February. Through
open market transactions we repurchased approximately 24.4 million shares at a cost of $900 million and an average share price of
$36.98. Additionally in June 2011, we received proceeds of $50 million for the sale of a warrant on 7.3 million shares of J. C.
Penney Company, Inc. common stock to Ronald B. Johnson.
Cash Flow Outlook
For the remainder of 2012, we believe that our expected cash flow generated from operations, combined with our existing cash
and cash equivalents and the savings resulting from the elimination of the dividend will be adequate to fund our capital
expenditures and working capital needs. In August 2012, subsequent to the first half of 2012, we repaid $230 million of notes at
maturity with our existing cash and cash equivalents. In accordance with our long-term financing strategy, we may access the
capital markets opportunistically. We may borrow under our credit facility for general corporate purposes including, but not
limited to, seasonal working capital needs and to support ongoing letters of credit.
Our cash flows may be impacted by many factors including the economic environment, consumer confidence, competitive
conditions in the retail industry and the success of our transformation strategy.
2012 Credit Facility
On January 27, 2012, J. C. Penney Company, Inc., JCP and J. C. Penney Purchasing Corporation entered into a revolving credit
facility in the amount up to $1,250 million (2012 Credit Facility), which amended and restated the Company’s prior credit
agreement entered into in April 2011, with the same syndicate of lenders under the previous agreement, with JPMorgan Chase
Bank, N.A., as administrative agent. The 2012 Credit Facility matures on April 29, 2016. On February 10, 2012, we increased the
size of our 2012 Credit Facility to $1,500 million.
The 2012 Credit Facility is an asset-based revolving credit facility and is secured by a perfected first-priority security interest in
substantially all of our eligible credit card receivables, accounts receivable and inventory. The 2012 Credit Facility is available for
general corporate purposes, including the issuance of letters of credit. Pricing under the 2012 Credit Facility is tiered based on
JCP’s senior unsecured long-term credit ratings issued by Moody’s Investors Service, Inc. and Standard & Poor’s Ratings
Services. JCP’s obligations under the 2012 Credit Facility are guaranteed by J. C. Penney Company, Inc.
No borrowings, other than the issuance of standby and import letters of credit totaling $173 million as of the end of the first half
of 2012, have been made under the 2012 Credit Facility. As of July 28, 2012, we had $1,327 million available for borrowing
under the 2012 Credit Facility.
28

Table of Contents
Our credit ratings and outlook as of August 30, 2012 were as follows:
Credit Ratings
Long-Term Debt
Ba3
B+
BB-

Moody’s Investors Service, Inc.
Standard & Poor’s Ratings Services
Fitch Ratings

Outlook
Stable
Negative
Negative

Credit rating agencies periodically review our capital structure and the quality and stability of our earnings. Rating agencies
consider, among other things, changes in operating performance, comparable store sales, the economic environment, conditions in
the retail industry, financial leverage and changes in our business strategy in their rating decisions. Downgrades to our long-term
credit ratings may result in higher interest costs under our credit facility and could result in reduced access to the credit and capital
markets and higher interest costs on future financings.
Contractual Obligations and Commitments
Aggregate information about our obligations and commitments to make future payments under contractual or contingent
arrangements was disclosed in the 2011 Form 10-K. Our unrecorded contractual obligations related to merchandise have
decreased approximately 6% since year end primarily due to the alignment of merchandise inventory levels and mix with our
broad based transformation plan.
Inflation
Over the past three years the retail industry has experienced inflationary cost increases. Inflation impacted our results of
operations primarily during the first quarter of 2012 in the sales of our clearance items. This increase was driven primarily by
rising costs for cotton and petroleum based textiles for 2011 holiday and early 2012 spring goods. During the second quarter of
2012, these pressures began to ease and we expect this trend to continue through the second half of the year.
Critical Accounting Policies
Management’s discussion and analysis of our financial condition and results of operations is based upon our consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States of
America. The preparation of these financial statements requires us to make estimates and use judgments that affect reported
amounts of assets, liabilities, revenues and expenses and related disclosures of contingent assets and liabilities. We base our
estimates on historical experience and on other assumptions that are believed to be reasonable under the circumstances. On an
ongoing basis, we evaluate estimates used, including those related to inventory valuation under the retail method, valuation of
long-lived assets, estimation of reserves and valuation allowances specifically related to closed stores, insurance, income taxes,
litigation and environmental contingencies and pension accounting. While actual results could differ from these estimates, we do
not expect the differences, if any, to have a material effect on the unaudited Interim Consolidated Financial Statements.
There were no changes to our critical accounting policies during the first half of 2012.
For a further discussion of the judgments we make in applying our accounting policies, see Item 7, Management’s Discussion and
Analysis of Financial Condition and Results of Operations, in our 2011 Form 10-K.
Recently Issued Accounting Pronouncements
Recently issued accounting pronouncements are discussed in Note 2 to the unaudited Interim Consolidated Financial Statements.
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Seasonality
While a significant portion of our sales, profit and operating cash flows have historically been realized in the fourth fiscal quarter,
our quarterly results of operations may fluctuate significantly as a result of many factors, including seasonal fluctuations in
customer demand, product offerings, inventory levels and the impact of our transformation strategy. The results of operations and
cash flows for the six months ended July 28, 2012 are not necessarily indicative of the results for future quarters or the entire
year.
Cautionary Statement Regarding Forward-Looking Statements
This report contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995,
which reflect our current view of future events and financial performance. The words expect, plan, anticipate, believe, inten d,
should, will and similar expressions identify forward-looking statements. Any such forward-looking statements are subject to
known and unknown risks and uncertainties that may cause our actual results to be materially different from planned or expected
results.
These risks and uncertainties include, but are not limited to, general economic conditions, including inflation, recession,
unemployment levels, consumer spending patterns, credit availability and debt levels, changes in store traffic trends, the cost of
goods, trade restrictions, the impact of changes designed to transform our business, changes in tariff, freight and shipping rates,
changes in the cost of fuel and other energy and transportation costs, increases in wage and benefit costs, competition and retail
industry consolidations, interest rate fluctuations, dollar and other currency valuations, the impact of weather conditions, risks
associated with war, an act of terrorism or pandemic, a systems failure and/or security breach that results in the theft, transfer or
unauthorized disclosure of customer, employee or Company information and legal and regulatory proceedings. Furthermore, the
Company typically earns a disproportionate share of its operating income in the fourth quarter due to holiday buying patterns, and
such buying patterns are difficult to forecast with certainty. While we believe that our assumptions are reasonable, we caution that
it is impossible to predict the degree to which any such factors could cause actual results to differ materially from predicted
results.
For additional discussion on risks and uncertainties, see Item 1A, Risk Factors, in this Quarterly Report on Form 10-Q. We intend
the forward-looking statements in this Quarterly Report on Form 10-Q to speak only as of the date of this report and do not
undertake to update or revise these projections as more information becomes available.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
We are exposed to market risks in the normal course of business due to changes in interest rates. Our market risks related to
interest rates at July 28, 2012 are similar to those disclosed in the 2011 Form 10-K.
Item 4. Controls and Procedures
Based on their evaluation of our disclosure controls and procedures (as defined in Rules 13a-15 and 15d-15 under the Securities
Exchange Act of 1934 (the Exchange Act)) as of the end of the period covered by this Quarterly Report on Form 10-Q, our
principal executive officer and principal financial officer concluded our disclosure controls and procedures are effective to ensure
that information required to be disclosed by us in the reports that we file or submit under the Exchange Act, is recorded, processed,
summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms and is
accumulated and communicated to management, including our principal executive officer and principal financial officer, as
appropriate, to allow timely decisions regarding required disclosure. There were no changes in our internal control over financial
reporting during the second quarter ended July 28, 2012, that have materially affected, or are reasonably likely to materially affect,
our internal control over financial reporting.
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Part II. Other Information
Item 1. Legal Proceedings
Ozenne Derivative Lawsuit
On January 19, 2012, a purported shareholder of the Company, Everett Ozenne, filed a shareholder derivative lawsuit in the 193 rd
District Court of Dallas County, Texas, against certain of the Company’s Board of Directors and former executives. The Company
is a nominal defendant in the suit. The lawsuit alleges breaches of fiduciary duties, corporate waste and unjust enrichment
involving decisions regarding executive compensation, specifically that compensation paid to certain executive officers from 2008
to 2011 was too high in light of the Company’s financial performance. The suit seeks damages including unspecified compensatory
damages, disgorgement by the former officers of allegedly excessive compensation, and equitable relief to reform the Company’s
compensation practices. The Company and the named individuals filed an Answer and Special Exceptions to the lawsuit, arguing
primarily that the plaintiff could not proceed with his suit because he failed to make demand on the Company’s Board of
Directors, and that because demand on the Board would not be futile, demand is not excused. The trial court heard arguments on
the Special Exceptions on June 25, 2012, and denied them. The Company and named individuals have filed a mandamus
proceeding in the Fifth District Court of Appeals challenging the trial court’s decision. While no assurance can be given as to the
ultimate outcome of this matter, we currently believe that the final resolution of this action will not have a material adverse effect
on our results of operations, financial position, liquidity or capital resources.
Item 1A. Risk Factors
The risk factors listed below update and supersede the risk factors associated with our business previously disclosed in Part II,
Item 1A of our Quarterly Report on Form 10-Q for the quarter ended April 28, 2012.
We face uncertainties in connection with the implementation of our strategies to transform our business.
In 2011, we recruited a new executive team and announced plans in 2012 to transform our business, including changes in our
pricing strategy, corporate branding, marketing and messaging cadence, store layout and merchandise assortments. The success of
our transformation is subject to both the risks affecting our business generally and the inherent difficulties associated with
implementing our new strategies and is dependent on the skills, experience, and efforts of our management and other team
members. The loss of the services of one or more key operations executives or of numerous team members with essential skills
could have an adverse impact on our business. Our transformational plan also involves the re-imagining of some of our business
practices and may result in a restructuring of our traditional vendor arrangements, including the sharing of certain costs and
expenses. There is no assurance that we will be able to successfully implement these strategic initiatives, which may result in an
adverse impact on our business and financial results. In addition, the changes to our pricing and marketing strategies announced in
2012 could result in a prolonged decline in sales. There can be no assurance that our new pricing, branding, marketing and
merchandising strategies, or any future modifications of our strategies, will be successful or result in improved operating results or
productivity.
Our Company's growth and profitability depend on the level of consumer confidence and spending.
Our results of operations are sensitive to changes in overall economic and political conditions that impact consumer spending,
including discretionary spending. Many economic factors outside of our control, including the housing market, interest rates,
recession, inflation and deflation, energy costs and availability, consumer credit availability and terms, consumer debt levels, tax
rates and policy, and unemployment trends influence consumer confidence and spending. The domestic and international political
situation and actions also affect consumer confidence and spending. Additional events that could impact our performance include
pandemics, terrorist threats and activities, worldwide military and domestic disturbances and conflicts, political instability and civil
unrest. Declines in the level of consumer spending could adversely affect our growth and profitability.
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The retail industry is highly competitive, which could adversely impact our sales and profitability.
The retail industry is highly competitive, with few barriers to entry. We compete with many other local, regional and national
retailers for customers, team members, locations, merchandise, services and other important aspects of our business. Those
competitors include other department stores, discounters, home furnishing stores, specialty retailers, wholesale clubs, direct-toconsumer businesses, including the Internet, and other forms of retail commerce. Some competitors are larger than jcpenney, have
greater financial resources available to them, and, as a result, may be able to devote greater resources to sourcing, promoting and
selling their products. Competition is characterized by many factors, including merchandise assortment, advertising, price, quality,
service, location, reputation and credit availability. The performance of competitors as well as changes in their pricing and
promotional policies, marketing activities, new store openings, launches of Internet websites, brand launches and other
merchandise and operational strategies could cause us to have lower sales, lower gross margin and/or higher operating expenses
such as marketing costs and other selling, general and administrative expenses, which in turn could have an adverse impact on our
profitability.
Our sales and operating results depend on customer preferences and fashion trends.
Our sales and operating results depend in part on our ability to predict and respond to changes in fashion trends and customer
preferences in a timely manner by consistently offering stylish quality merchandise assortments at competitive prices. We
continuously assess emerging styles and trends and focus on developing a merchandise assortment to meet customer preferences.
Even with these efforts, we cannot be certain that we will be able to successfully meet constantly changing customer demands. As
part of our transformational plan, we are transforming our stores into a collection of shops showcasing major apparel and brands.
To the extent our predictions regarding our merchandise or the vendors selected for our shops differ from our customers'
preferences, we may be faced with excess inventories for some products and/or missed opportunities for others. Excess inventories
can result in lower gross margins due to greater than anticipated discounts and markdowns that might be necessary to reduce
inventory levels. Low inventory levels can adversely affect the fulfillment of customer demand and diminish sales and brand
loyalty. Consequently, any sustained failure to identify and respond to emerging trends in lifestyle and customer preferences and
buying trends could have an adverse impact on our business and any significant misjudgments regarding inventory levels could
adversely impact our results of operations.
Changes in our credit ratings may limit our access to capital markets and adversely affect our liquidity.
The credit agencies periodically review our capital structure and the quality and stability of our earnings. In July 2012, Standard
& Poor’s Ratings Services lowered its corporate credit rating for the Company from BB- to B+ and maintained its negative
outlook. In August 2012, Moody’s Investors Service, Inc. lowered its corporate credit rating for the Company from Ba1 to Ba3
and maintained its stable outlook. Future downgrades to our long-term credit ratings could result in reduced access to the credit
and capital markets and higher interest costs on future financings. The future availability of financing will depend on a variety of
factors, such as economic and market conditions, the availability of credit and our credit ratings, as well as the possibility that
lenders could develop a negative perception of us. If required, we may not be able to obtain additional financing, on favorable
terms, or at all.
Our operations are dependent on information technology systems; disruptions in those systems could have an adverse impact
on our results of operations.
Our operations are dependent upon the integrity, security and consistent operation of various systems and data centers, including
the point-of-sale systems in the stores, our Internet website, data centers that process transactions, communication systems and
various software applications used throughout our Company to track inventory flow, process transactions and generate
performance and financial reports. In July 2012, we announced plans to implement an integrated suite of products and systems
from a third party vendor to simplify our processes and reduce our use of customized existing legacy systems. Implementing new
systems carries substantial risk, including potential loss of data or information, cost overruns, implementation delays, disruption of
operations, lower customer satisfaction resulting in lost customers or sales, inability to deliver merchandise to our stores or our
customers, and the potential inability to meet reporting requirements. There can be no assurances that we will successfully launch
the new systems as planned, that the new systems will perform as expected or that the new systems will be implemented without
disruptions to our operations, any of which may cause critical information upon which we rely to be delayed, unreliable, corrupted,
insufficient or inaccessible. We have also outsourced various IT functions to third party service providers and may outsource other
functions in the future. We rely on those third party service providers to provide services on a timely and effective basis and their
failure to perform as expected or as required by contract could result in disruptions and costs to our operations. We are also
pursuing technology initiatives
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to enable our employees to continue to provide high quality service to our customers and to provide our customers a better
experience. We may not be able to effectively implement new technology-driven products and services or be successful in
marketing these products and services to our customers. Our new or upgraded technology might not provide the anticipated
benefits, it might take longer than expected to realize the anticipated benefits or the technology might fail altogether. Further,
despite our considerable efforts and technology to secure our computer network, security could be compromised, confidential
information could be misappropriated or system disruptions could occur. This could lead to loss of sales or profits or cause our
customers to lose confidence in our ability to protect their personal information, which could lead to lost future sales or cause us to
incur significant costs to reimburse third parties for damages. Any of these potential issues, individually or in the aggregate,
could have a material adverse effect on our business, financial position, results of operations and cash flows.
Our profitability depends on our ability to source merchandise and deliver it to our customers in a timely and cost-effective
manner.
Our merchandise is sourced from a wide variety of suppliers, and our business depends on being able to find qualified suppliers
and access products in a timely and efficient manner. Inflationary pressures on commodity prices and other input costs could
increase our cost of goods, and an inability to pass such cost increases on to our customers or a change in our merchandise mix as a
result of such cost increases could have an adverse impact on our profitability. Additionally, the impact of current and future
economic conditions on our suppliers cannot be predicted and may cause our suppliers to be unable to access financing or become
insolvent and thus become unable to supply us with products.
We are subject to risks associated with importing merchandise from foreign countries.
A substantial portion of our merchandise is sourced by our vendors and by us outside of the United States. All of our suppliers
must comply with our supplier legal compliance program and applicable laws, including consumer and product safety laws.
Although we diversify our sourcing and production by country, the failure of a supplier to produce and deliver our goods on time,
to meet our quality standards and adhere to our product safety requirements or to meet the requirements of our supplier compliance
program or applicable laws, or our inability to flow merchandise to our stores or through the Internet channel in the right quantities
at the right time could adversely affect our profitability and could result in damage to our reputation. We began outsourcing a
portion of our quality functions, including inspection and testing capabilities, to a third party in early 2012. Although we have
implemented policies and procedures designed to facilitate compliance with laws and regulations relating to doing business in
foreign markets and importing merchandise from abroad, there can be no assurance that third parties with whom we do business
will not violate such laws and regulations or our policies, which could subject us to liability and could adversely affect our results
of operations.
We are subject to the various risks of importing merchandise from abroad and purchasing product made in foreign countries, such
as potential disruptions in manufacturing, logistics and supply; changes in duties, tariffs, quotas and voluntary export restrictions
on imported merchandise; strikes and other events affecting delivery; consumer perceptions of the safety of imported
merchandise; product compliance with laws and regulations of the destination country; product liability claims from customers or
penalties from government agencies relating to products that are recalled, defective or otherwise noncompliant or alleged to be
harmful; concerns about human rights, working conditions and other labor rights and conditions in foreign countries where
merchandise is produced, and changing labor, environmental and other laws in these countries; compliance with laws and
regulations concerning ethical business practices, such as the U.S. Foreign Corrupt Practices Act; exposure for product warranty
and intellectual property issues; and economic, political or other problems in countries from or through which merchandise is
imported. Political or financial instability, trade restrictions, tariffs, currency exchange rates, labor conditions, transport capacity
and costs, systems issues, problems in third party distribution and warehousing and other interruptions of the supply chain,
compliance with U.S. and foreign laws and regulations and other factors relating to international trade and imported merchandise
beyond our control could affect the availability and the price of our inventory. These risks and other factors relating to foreign
trade could subject us to liability or hinder our ability to access suitable merchandise on acceptable terms, which could adversely
impact our results of operations.
Our business is seasonal, which impacts our results of operations.
Our annual earnings and cash flows depend to a great extent on the results of operations for the last quarter of our fiscal year,
which includes the holiday season. Our fiscal fourth-quarter results may fluctuate significantly, based on many factors, including
holiday spending patterns and weather conditions. This seasonality causes our operating results to vary considerably from quarter
to quarter.
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Our profitability may be impacted by weather conditions.
Our merchandise assortments reflect assumptions regarding expected weather patterns and our profitability depends on our ability
to timely deliver seasonally appropriate inventory. Unseasonable or unexpected weather conditions such as warm temperatures
during the winter season or prolonged or extreme periods of warm or cold temperatures could render a portion of our inventory
incompatible with consumer needs. Extreme weather or natural disasters could also severely hinder our ability to timely deliver
seasonally appropriate merchandise. A reduction in the demand for or supply of our seasonal merchandise could have an adverse
effect on our inventory levels, gross margins and results of operations.
The moderation of our new store growth strategy as a result of current economic conditions could adversely impact our future
growth and profitability.
Our future growth and profitability depend in part on our ability to add new stores. Current and projected future economic
conditions have caused us to moderate the number of new stores that we plan to open in the near term and have made it difficult
for third-party developers to obtain financing for new sites. These factors could negatively impact our future anticipated store
openings. Furthermore, although we have conducted strategic market research, including reviewing demographic and regional
economic trends, prior to making a decision to enter into a particular market, we cannot be certain that our entry into a particular
market will prove successful. The failure to expand by successfully opening new stores, or the failure of a significant number of
these stores to perform as planned, could have an adverse impact on our future growth, profitability and cash flows.
The failure to retain, attract and motivate our team members, including team members in key positions, could have an adverse
impact on our results of operations.
Our results depend on the contributions of our team members, including our senior management team and other key team
members. Our performance depends to a great extent on our ability to retain, attract and motivate talented team members
throughout the organization, many of whom, particularly in the department stores, are in entry level or part-time positions with
historically high rates of turnover. Our ability to meet our labor needs while controlling our costs is subject to external factors
such as unemployment levels, prevailing wage rates and minimum wage legislation. If we are unable to retain, attract and motivate
talented team members at all levels, our results of operations could be adversely impacted.
Changes in federal, state or local laws and regulations could increase our expenses and adversely affect our results of
operations.
Our business is subject to a wide array of laws and regulations. While our management believes that our team member relations are
good, significant legislative changes that impact our relationship with our team members could increase our expenses and
adversely affect our results of operations. Examples of possible legislative changes impacting our relationship with our team
members include changes to an employer's obligation to recognize collective bargaining units, the process by which collective
bargaining agreements are negotiated or imposed, minimum wage requirements, and health care mandates. In addition, if we fail to
comply with applicable laws and regulations we could be subject to legal risk, including government enforcement action and class
action civil litigation that could increase our cost of doing business. Changes in the regulatory environment regarding other topics
such as privacy and information security, product safety or environmental protection, including regulations in response to concerns
regarding climate change, among others, could also cause our expenses to increase and adversely affect our results of operations.
Legal and regulatory proceedings could have an adverse impact on our results of operations.
Our Company is subject to various legal and regulatory proceedings relating to our business, certain of which may involve
jurisdictions with reputations for aggressive application of laws and procedures against corporate defendants. We are impacted by
trends in litigation, including class action litigation brought under various consumer protection, employment, and privacy and
information security laws. In addition, litigation risks related to claims that technologies we use infringe intellectual property
rights of third parties have been amplified by the increase in third parties whose primary business is to assert such claims.
Reserves are established based on our best estimates of our potential liability. However, we cannot accurately predict the ultimate
outcome of any such proceedings due to the inherent uncertainties of litigation. Regardless of the outcome or whether the claims
are meritorious, legal and regulatory proceedings may require that we devote substantial time and expense to defend our Company.
Unfavorable rulings could result in a material adverse impact on our business, financial condition or results of operations.
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Significant changes in discount rates, actual investment return on pension assets, and other factors could affect our earnings,
equity, and pension contributions in future periods.
Our earnings may be positively or negatively impacted by the amount of income or expense recorded for our qualified pension
plan. Generally accepted accounting principles in the United States of America (GAAP) require that income or expense for the
plan be calculated at the annual measurement date using actuarial assumptions and calculations. The most significant assumptions
relate to the capital markets, interest rates and other economic conditions. Changes in key economic indicators can change the
assumptions. Two critical assumptions used to estimate pension income or expense for the year are the expected long-term rate of
return on plan assets and the discount rate. In addition, at the measurement date, we must also reflect the funded status of the plan
(assets and liabilities) on the balance sheet, which may result in a significant change to equity through a reduction or increase to
other comprehensive income. Although GAAP expense and pension contributions are not directly related, the key economic
factors that affect GAAP expense would also likely affect the amount of cash we could be required to contribute to the pension
plan. Potential pension contributions include both mandatory amounts required under federal law and discretionary contributions to
improve a plan's funded status.
As a result of their ownership stakes in the Company, our largest stockholders have the ability to materially influence actions to
be taken or approved by our stockholders. These stockholders are represented on our Board of Directors and, therefore, also
have the ability to materially influence actions to be taken or approved by our Board.
As of August 30, 2012, Pershing Square Capital Management L.P., PS Management GP, LLC and Pershing Square GP, LLC
(together "Pershing Square") beneficially owned approximately 17.8% of the outstanding shares of our common stock. Pershing
Square has additional economic exposure to approximately 7.3% of the outstanding shares of our common stock under cash-settled
total return swaps, bringing their total aggregate economic exposure to approximately 25.1% of the outstanding shares of our
common stock. William A. Ackman, Chief Executive Officer of Pershing Square Capital Management, is one of our directors.
As of August 30, 2012, Vornado Realty Trust, Vornado Realty L.P., VNO Fashion LLC and VSPS I L.L.C. (together "Vornado")
beneficially owned approximately 10.7% of the outstanding shares of our common stock. Steven Roth, Chairman of the Board of
Trustees of Vornado Realty Trust, is one of our directors.
Together, Pershing Square and Vornado owned approximately 28.5% of our outstanding shares as of August 30, 2012 and had
aggregate economic exposure to approximately 35.8% of our outstanding shares. Pershing Square and Vornado have each stated
that they intend to consult with each other in connection with their respective investments in our common stock. Pershing Square
and Vornado have the ability to materially influence actions to be taken or approved by our stockholders, including the election of
directors and any transactions involving a change of control. Pershing Square and Vornado also have the ability to materially
influence actions to be taken or approved by our Board.
On August 19, 2011, we entered into a stockholder agreement with Pershing Square that, among other things, prohibits Pershing
Square from purchasing shares of our common stock and derivative securities whose value is derived from the value of our
common stock in excess of 26.1% of the shares of our common stock outstanding and permits Pershing Square to designate one
member of our Board of Directors. Pursuant to the August stockholder agreement, Pershing Square is able to direct the vote of
15% of the shares of our common stock outstanding and is required to vote the number of any excess shares of our common stock
that they beneficially own to be present and voted at stockholder meetings either as recommended by our Board of Directors or in
direct proportion to how all other stockholders vote.
On September 16, 2011, we entered into a stockholder agreement with Vornado that, among other things, prohibits Vornado from
purchasing shares of our common stock and derivative securities whose value is derived from the value of our common stock in
excess of 15.4% of the shares of our common stock outstanding and permits Vornado to designate one member of our Board of
Directors. Pursuant to the September stockholder agreement, Vornado is able to direct the vote of 9.9% of the shares of our
common stock outstanding and is required to vote the number of any excess shares of our common stock that they beneficially
own to be present and voted at stockholder meetings either as recommended by our Board of Directors or in direct proportion to
how all other stockholders vote.
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SIGNATURES
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 thereunto duly authorized.

J. C. PENNEY COMPANY, INC.
By /s/ Dennis P. Miller
Dennis P. Miller
Senior Vice President and Controller
(Principal Accounting Officer)

Date: September 4, 2012
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Exhibit 10.1
May 2, 2012

Kenneth Hannah
Ken:
Congratulations! We are excited about the opportunity to work with you and welcome you to the jcp team. We are pleased
to confirm our employment offer for the position of EVP, Chief Financial Officer . You will report to Michael Kramer,
COO. Your start date will be Monday, May 7, 2012.
Salary Compensation
This position is offered to you at an annualized base salary of $850,000. In addition, subject to the terms and conditions of
the attached jcpenney Signing Bonus Agreement, we are offering you a one-time cash bonus of $2,000,000. Additional
compensation components are outlined below.
Annual Performance-Based Incentive
You are eligible to participate in an annual performance-based incentive compensation program. Your target incentive
opportunity is 80% of your base salary and your maximum incentive opportunity is 160% of your base salary. Assuming
employment for a full fiscal year, your incentive compensation amount at target would be $680,000, for total earnings of
$1,530,000. The maximum incentive compensation amount would be $1,360,000 for total earnings of $2,210,000.
Your incentive compensation under this program for the 2012 fiscal year will be prorated based upon the actual number of
months you are participating in the program.
Long-Term Incentive Compensation
You will receive an equity award having a fair market value of $2,500,000 on the date of grant. The award will be delivered
100% in time-based restricted stock units. The award will vest 100% on the third anniversary of the grant date. The vesting
of awards is contingent on your active employment with the Company on the applicable vesting date with no break in
service. In addition, your equity award will fully vest if your employment terminates for any reason other than your
voluntary resignation (other than for “good reason” following a change in control) or as a result of a summary dismissal as
defined in the award agreement.
Your equity award grant date is the third full trading date following the date of public release of Company earnings for the
fiscal quarter in which employment begins. If that date occurs during a blackout period in which Company insiders are
prohibited from trading in the Company’s stock, your grant date will be the first trading date following the end of the
blackout period.
Financial Counseling Program and Health Exam
As an officer of the Company, you are eligible to participate in the Financial Counseling Program and receive an annual
Health Exam. The Company offers the Financial Counseling Program to provide you with the means to deal with the
complexities of your personal financial matters. You may select any firm for financial counseling, keeping within the
Company guidelines. The Company will pay up to $14,500 as a first-year fee and up to $10,000 annually for each
succeeding year to cover the financial counseling firm’s fees. The Company will also provide you with an allowance of up to
$3,000 for an annual health exam.
1

Other Programs
You are eligible for the Company’s Executive Termination Pay Agreement and the 2011 Change in Control Plan. Both
documents are attached. Please contact Brynn Evanson, VP Compensation and Benefits, with any questions at 972-431-2629
or bevanson@jcp.com.
Non-Competition and Other Restrictions
This offer is based on the assumption that you are not subject to any non-compete or other covenant that could restrict your
ability to assume your job responsibilities with us. Please confirm whether or not you have any such restrictions and if so,
please provide us with a copy of any such restrictions as soon as possible. If you are under any non-compete or other similar
restrictions, this offer may be withdrawn or modified.
The employment relationship existing between jcpenney and its employees is employment-at-will. Under this relationship,
jcpenney may, at any time, decide to end an individual’s employment with or without cause, prior notice or discipline at
jcpenney sole discretion. Likewise, any employee is free to end his or her employment at any time for any reason with or
without notice.
All jcpenney associates must sign a mandatory arbitration agreement at the start of their employment. You should review the
Arbitration Agreement and Rules before your first day of employment and freely discuss any concerns with your attorney.
This agreement can be found at www.jcpenney.net/associate_arbitration_agreement.
We are excited to have you join our jcpenney team and look forward to partnering with you to become America’s Favorite
Store!
Regards,
/s/DEWalker
Dan Walker
Chief Talent Officer
M 949.374.3402
jcpenney . jcp.com
6501 Legacy Drive
Plano, TX, 75024
My signature acknowledges that I am accepting your offer of employment as outlined in the offer letter. I acknowledge that
this is not a contract of employment.
Name (Print):

Ken Hannah

Signature:

/s/ Ken Hannah

Date:

5/3/12
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J. C. Penney Company , Inc.
AGREEMENT TO RESPECT CONFIDENTIAL INFORMATION
Congratulations and welcome to jcpenney! We are pleased and excited that you have agreed to join our team. With your
help, we will accelerate our growth and become America’s Favorite Store!
While you have been hired based on your prior accomplishments and experiences, we ask that you do not bring any
confidential business information with you from any prior employer(s). Confidential information is information that may be
marked as “confidential”, “proprietary” or “privileged” or any other business information that may not be known by the
public. While bringing such information to jcpenney may seem innocent, doing so can expose both you and our Company to
civil and criminal liability.
The type of confidential information that should not be shared with us is the same type of information that jcpenney would
not want you to share with our competitors. If you have any questions whether the information you have from any prior
employer(s) is confidential information, please contact your Human Resources Representative to discuss.
Please sign below to acknowledge your understanding and agreement.
Name (Print):

Ken Hannah

Signature:

/s/ Ken Hannah

Date:

5/3/12
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J. C. Penney Company , Inc.
Sign-On Bonus Addendum
In addition to your base salary, you will receive a one time signing bonus in the amount of $2,000,000 less applicable taxes,
within 30 days after your date of hire.
By accepting this bonus and signing the agreement below, if you voluntarily terminate your employment with jcpenney or
your employment is terminated for cause within 12 months of your start date, you agree to reimburse the Company for a prorata portion of the signing bonus according to the following formula:

·

·

The amount of the Signing Bonus you will be required to reimburse jcpenney will be determined by
multiplying the portion of the Signing Bonus you received by a fraction
o The numerator of which is the number of whole calendar months that remain between the date of your
termination and the first anniversary of your start date
o The denominator of which is
12
You will not be required to reimburse jcpenney for any portion of your Signing Bonus if your employment is
involuntarily terminated by jcpenney for any reason other than for Cause, or if your employment is terminated
as a result of your death, or disability

To the extent permitted by law, associate agrees that jcpenney may deduct reimbursement payments from associate’s final
paycheck and/or vacation payout. If reimbursement payments are not timely paid, the Company shall be entitled to recover
reasonable collection agency fees and attorney's fees incurred by the Company because of such noncompliance.
Name (Print):

Ken Hannah

Signature:

/s/ Ken Hannah

Date:

5/3/12
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Exhibit 10.2
EXECUTIVE TERMINATION PAY AGREEMENT
KENNETH HANNAH
This Executive Termination Pay Agreement (the “Agreement”), dated as of 8/23, 2012 is between J.C. Penney Corporation,
Inc. (“Corporation”) and the undersigned member of the Corporation’s Executive Board (the “Executive”).
WHEREAS, in order to achieve its long-term objectives, the Corporation recognizes that it is essential to attract and retain
superior executives to serve on its Executive Board;
WHEREAS, in order to induce the Executive to serve in the Executive’s position with the Corporation, the Corporation
desires to provide the Executive with the right to receive certain benefits in the event the Executive’s employment is terminated,
on the terms and subject to the conditions hereinafter set forth;
NOW, THEREFORE, in consideration of the promises and of the mutual covenants herein contained, it is agreed as follows:
1.

Termination Payments and
Benefits.
1.1

Death or Permanent Disability. In the event of a Separation from Service due to death, or in the event of a
Separation from Service within 30 days following a determination of Permanent Disability (as defined in Section
2) of the Executive, then as soon as practicable or within the period required by law, but in no event later than
30 days after Separation from Service, the Corporation shall pay any (a) accrued and unpaid Base Salary (as
defined in Section 2) and vacation to which the Executive was entitled as of the effective date of termination of
the Executive’s employment with the Corporation (collectively, the “Compensation Payments”) and (b) the
target annual incentive (at $1.00 per unit) under the Corporation’s Management Incentive Compensation
Program (or any successor plan) for the fiscal year in which the date of death or the determination of Permanent
Disability occurs, prorated for the actual period of service for that fiscal year (the “Prorated
Bonus”). Notwithstanding the foregoing, if the Executive has elected to defer under the Corporation’s Mirror
Savings Plan (or any successor plan) a portion of the annual incentive to be paid under the Corporation’s
Management Incentive Compensation Program for the fiscal year, then that portion of the Prorated Bonus will
be deferred and paid in accordance with the terms of the Corporation’s Mirror Savings Plan, and the remaining
portion of the Prorated Bonus will be paid in a lump sum under this Section. The payment of any death benefits
or disability benefits under any employee benefit or compensation plan that is maintained by the Corporation for
the Executive’s benefit shall be governed by the terms of such plan.

1.2

Involuntary Separation from Service for Cause; Voluntary Separation from Service by the Executive. In the
event of the Involuntary Separation from Service (as defined in Section 2) of the Executive for Cause (as defined
in Section 2) or voluntary Separation from Service by the Executive, the Corporation shall pay the
Compensation Payments to the Executive as soon as practicable or within the period required by law, and the
Executive shall be entitled to no other compensation, except as otherwise due to the Executive under applicable
law, applicable plan or program. The Executive shall not be entitled to the payment of any bonuses for any
portion of the fiscal year in which such Separation from Service occurs.
1

1.3

Involuntary Separation from Service without
Cause.
(a)

Form and Amount. In the event of the Involuntary Separation from Service of the Executive without
Cause, the Corporation shall pay the Compensation Payments to the Executive as soon as practicable or
within the period required by law. In addition, conditioned upon receipt of the Executive’s written
release of claims in such form as may be required by the Corporation and the expiration of any
applicable period during which the Executive can rescind or revoke such release, the Corporation shall
pay the Executive a lump sum as severance pay within 14 days thereafter. In no event will severance
pay be paid later than two and one-half months after the end of the Executive’s tax year in which the
Involuntary Separation from Service occurs. The lump sum severance pay will be equal to (i) the
Prorated Bonus, except as provided below, (ii) the Executive’s monthly salary and the target annual
incentive (at $1.00 per unit) under the Corporation’s Management Incentive Compensation Program for
the Severance Period (as defined in Section 2), (iii) the Corporation’s portion of the premium cost of
Medical, Dental, and Corporation Paid Life Insurance Plans coverage for the Severance Period as
provided in Section 1.3(b), (iv) Special Bonus Hours to the extent provided under Section 1.3(c), and (v)
$25,000 to pay for outplacement services and financial counseling services. Notwithstanding the
foregoing, if the Executive has elected to defer under the Corporation’s Mirror Savings Plan a portion of
the annual incentive to be paid under the Corporation’s Management Incentive Compensation Program
for the fiscal year, then that portion of the Prorated Bonus will be deferred and paid in accordance with
the terms of the Corporation’s Mirror Savings Plan, and the remaining portion of the Prorated Bonus
will be paid in a lump sum under this Section. In addition to the lump sum payments provided for
herein, following an Involuntary Separation from Service, the Corporation shall also provide to the
Executive Accelerated Vesting as provided in Section 1.3(d).

(b)

Health Care and Life Insurance. Following an Involuntary Separation from Service, the Executive will
receive a lump sum payment equal to the Corporation’s premium cost for the Executive’s active
Associate Medical, Dental and Life Insurance Plans coverage, if any, as in effect on the day prior to the
effective date of the Executive’s Involuntary Separation from Service, in an amount based on the entire
Severance Period. Such amount shall be grossed-up for applicable federal income taxes using the
applicable federal income tax rate that applied to the Executive for the taxable year prior to the year in
which the Involuntary Separation from Service shall have occurred.

(c)

Special Bonus Hours. Following an Involuntary Separation from Service, the Corporation shall pay the
Executive a lump sum payment for Special Bonus Hours, if the Executive is a participant in the
Corporation’s Paid Time Off Policy (“PTO Policy”). Such payment shall be determined in accordance
with the provisions of the PTO Policy applicable to an involuntary termination resulting from a
reduction in force.

(d)

Accelerated Vesting. Effective on the Involuntary Separation from Service date, all Long Term
Incentive stock awards and stock options in the Executive’s name shall be immediately vested. To the
extent applicable, if the Executive has elected to make a deferral under the Corporation’s equity
compensation plan (or any successor plan), then such deferral will be paid in accordance with the terms
of the Corporation’s equity compensation plan.

1.4

Section 409A. To the extent applicable, it is intended that portions of this Agreement either comply with or be
exempt from the provisions of Section 409A of the Code (as defined in Section 2). Any provision of this
Agreement that would cause this Agreement to fail to comply with or be exempt from Code section 409A shall
have no force and effect until such provision is either amended to comply with or be exempt from Code section
409A (which amendment may be retroactive to the extent permitted by Code section 409A and the Executive
hereby agrees not to withhold consent unreasonably to any amendment requested by the Corporation for the
purpose of either complying with or being exempt from Code section 409A).

1.5

Forfeiture. Notwithstanding the foregoing provisions of this Section 1, in addition to any remedies to which the
Corporation is entitled, any right of the Executive to receive termination payments and benefits under Section 1
shall be forfeited to the extent of any amounts payable or benefits to be provided after a breach of any covenant
set forth in Section 3.

1.6

Non-Eligibility For Other Company Separation Pay Benefits . The benefits provided for herein are intended to
be in lieu of, and not in addition to, other separation pay benefits to which the Executive might be entitled,
including those under the Corporation’s Separation Pay Plan, or any successor plan or program offered by the
Corporation, which the Executive hereby waives. If the Executive receives benefits under the Corporation’s
Change in Control Plan (the “CIC Plan”), in the event of Employment Termination (as defined in the CIC Plan),
the covenants set forth in Section 3 hereof shall automatically terminate and, if the Executive shall receive all
benefits to which the Executive is entitled under the CIC Plan, the Executive waives all benefits hereunder.
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2.

1.7

Corporation’s Right of Offset. If the Executive is at any time indebted to the Corporation, or otherwise
obligated to pay money to the Corporation for any reason, to the extent exempt from or otherwise permitted by
Code section 409A and the Treasury Regulations thereunder, including Treasury Regulation section 1.409A-3(j)
(4)(xiii) or any successor thereto, the Corporation, at its election, may offset amounts otherwise payable to the
Executive under this Agreement, including, but without limitation, Base Salary and incentive compensation
payments, against any such indebtedness or amounts due from the Executive to the Corporation, to the extent
permitted by law.

1.8

Mitigation. In the event of the Involuntary Separation from Service of the Executive, the Executive shall not be
required to mitigate damages by seeking other employment or otherwise as a condition to receiving termination
payments or benefits under this Agreement. No amounts earned by the Executive after the Executive’s
Involuntary Separation from Service, whether from self-employment, as a common law employee, or otherwise,
shall reduce the amount of any payment or benefit under any provision of this Agreement.

1.9

Resignations. Except to the extent requested by the Corporation, upon any termination of the Executive’s
employment with the Corporation, the Executive shall immediately resign all positions and directorships with
the Corporation and each of its subsidiaries and affiliates.

Certain
Definitions.
As used in this Agreement, the following terms shall have the following meanings:
2.1

“Agreement” shall mean this Executive Termination Pay
Agreement.

2.2

“Base Salary” shall mean the Executive’s annual base salary as in effect at the effective date of termination of
the Executive’s termination of employment with the Corporation.

2.3

“Cause” shall mean (a) an intentional act of fraud, embezzlement, theft or any other material violation of law
that occurs during or in the course of Executive’s employment with the Corporation; (b) intentional damage to
the Corporation’s assets; (c) intentional disclosure of the Corporation’s confidential information contrary to
Corporation’s policies; (d) material breach of Executive’s obligations under this Agreement; (e) intentional
engagement in any competitive activity which would constitute a breach of Executive’s duty of loyalty or of
Executive’s obligations under this Agreement; (f) the willful and continued failure to substantially perform
Executive’s duties for the Corporation (other than as a result of incapacity due to physical or mental illness); or
(g) intentional breach of any of Corporation’s policies or willful conduct by Executive that is in either case
demonstrably and materially injurious to Corporation, monetarily or otherwise; provided, however, that
termination for Cause based on clause (d) shall not be effective unless the Executive shall have written notice
from the Chief Executive Officer of the Corporation (which notice shall include a description of the reasons and
circumstances giving rise to such notice) not less than 30 days prior to the Executive’s termination and the
Executive has failed after receipt of such notice to satisfactorily discharge the Executive’s duties. For purposes
hereof, an act, or a failure to act, shall not be deemed “willful” or “intentional” unless it is done, or omitted to be
done, by the Executive in bad faith or without a reasonable belief that the Executive’s action or omission was in
the best interest of Corporation. Failure to meet performance standards or objectives, by itself, does not
constitute “Cause.” “Cause” also includes any of the above grounds for dismissal regardless of whether the
Corporation learns of it before or after terminating Executive’s employment.

2.4

“Code” shall mean the Internal Revenue Code of 1986, as amended, including proposed, temporary or final
regulations or any other guidance issued by the Secretary of the Treasury or the Internal Revenue Service with
respect thereto.

2.5

“CIC Plan” shall have the meaning ascribed thereto in Section
1.6.

2.6

“Compensation Payments” shall have the meaning ascribed thereto in Section
1.1.

2.7

“Competing Business” shall have the meaning ascribed thereto in
Section 3.4.

2.8

“Corporation” shall mean J.C. Penney Corporation,
Inc.

2.9

“Executive” shall mean the undersigned member of the Corporation’s Executive
Board.
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2.10

“Involuntary Separation from Service” shall mean Separation from Service due to the independent exercise of
the unilateral authority of the Service Recipient to terminate the Executive's services, other than due to the
Executive’s implicit or explicit request, where the Executive was willing and able to continue performing
services, within the meaning of Code section 409A and Treasury Regulation section 1.409A-1(n)(1) or any
successor thereto.

2.11

“Permanent Disability” means the Executive is unable to engage in any substantial gainful activity by reason of
any medically determinable physical or mental impairment that can be expected to result in death or can be
expected to last for a continuous period of not less than 12 months, within the meaning of Code Section 409A
and Treasury Regulation section 1.409A-3(i)(4)(i)(A) or any successor thereto. A determination of Permanent
Disability, for purposes of payment under this Agreement, will be made by the Corporation’s disability
insurance plan administrator or insurer.

2.12

“Proprietary Information” shall have the meaning ascribed thereto in Section
3.

2.13

“Prorated Bonus” shall have the meaning ascribed thereto in Section
1.1.

2.14

“PTO Policy” shall have the meaning ascribed thereto in Section
1.3.

2.15

“Separation from Service” within the meaning of Code section 409A and Treasury Regulation section 1.409A1(h) or any successor thereto, shall mean the date an Executive retires, dies or otherwise has a termination of
employment with the Service Recipient. In accordance with Treasury Regulation section 1.409A-1(h) or any
successor thereto, if an Executive is on a period of leave that exceeds six months and the Executive does not
retain a right to reemployment under an applicable statute or by contract, the employment relationship is deemed
to terminate on the first date immediately following such six-month period, and also, an Executive is presumed
to have separated from service where the level of bona fide services performed (whether as an employee or an
independent contractor) decreases to a level equal to 20 percent or less of the average level of services
performed (whether as an employee or an independent contractor) by the Executive during the immediately
preceding 36-month period (or the full period of service to the Service Recipient if the employee has been
providing services for less than the 36-month period).

2.16

“Service Recipient” shall mean the person, within the meaning of Treasury Regulation section 1.409A-1(g) or
any successor thereto, for whom the services are performed and with respect to whom the legally binding right
to compensation arises, and all persons with whom such person would be considered a single employer under
Code section 414(b) (employees of controlled group of corporations), and all persons with whom such person
would be considered a single employer under Code section 414(c) (employees of partnerships, proprietorships,
etc., under common control), using the “at least 50 percent” ownership standard, within the meaning of Code
section 409A and Treasury Regulation section 1.409A-1(h)(3) or any successor thereto.

2.17

“Severance Period” shall mean the following period, based on the Executive’s title at the time of termination of
the Executive’s employment with the Corporation:

Title
Executive Vice Presidents and above
Senior Vice President
3.

Severance Period
18 months
12 months

Covenants and Representations of the Executive. The Executive hereby acknowledges that the Executive’s duties to the
Corporation require access to and creation of the Corporation’s confidential or proprietary information and trade secrets
(collectively, the “Proprietary Information”). The Proprietary Information has been and will continue to be developed by the
Corporation and its subsidiaries and affiliates at substantial cost and constitutes valuable and unique property of the
Corporation. The Executive further acknowledges that due to the nature of the Executive’s position, the Executive will have
access to Proprietary Information affecting plans and operations in every location in which the Corporation (and its
subsidiaries and affiliates) does business or plans to do business throughout the world, and the Executive’s decisions and
recommendations on behalf of the Corporation may affect its operations throughout the world. Accordingly, the Executive
acknowledges that the foregoing makes it reasonably necessary for the protection of the Corporation’s business interests
that the Executive agree to the following covenants:
3.1

Confidentiality. The Executive hereby covenants and agrees that the Executive shall not, without the prior
written consent of the Corporation, during the Executive’s employment with the Corporation or at any time
thereafter disclose to any person not employed by the Corporation, or use in connection with engaging in
competition with the Corporation, any Proprietary Information of the Corporation.
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(a)

It is expressly understood and agreed that the Corporation’s Proprietary Information is all nonpublic
information relating to the Corporation’s business, including but not limited to information, plans and
strategies regarding suppliers, pricing, marketing, customers, hiring and terminations, employee
performance and evaluations, internal reviews and investigations, short term and long range plans,
acquisitions and divestitures, advertising, information systems, sales objectives and performance, as well
as any other nonpublic information, the nondisclosure of which may provide a competitive or economic
advantage to the Corporation. Proprietary Information shall not be deemed to have become public for
purposes of this Agreement where it has been disclosed or made public by or through anyone acting in
violation of a contractual, ethical, or legal responsibility to maintain its confidentiality.

(b)

In the event the Executive receives a subpoena, court order or other summons that may require the
Executive to disclose Proprietary Information, on pain of civil or criminal penalty, the Executive will
promptly give notice to the Corporation of the subpoena or summons and provide the Corporation an
opportunity to appear at the Corporation’s expense and challenge the disclosure of its Proprietary
Information, and the Executive shall provide reasonable cooperation to the Corporation for purposes of
affording the Corporation the opportunity to prevent the disclosure of the Corporation’s Proprietary
Information.

3.2

Nonsolicitation of Employees. The Executive hereby covenants and agrees that during the Executive’s
employment with the Corporation and for a period equal to the Severance Period thereafter, the Executive shall
not, without the prior written consent of the Corporation, on the Executive’s own behalf or on the behalf of any
person, firm or company, directly or indirectly, attempt to influence, persuade or induce, or assist any other
person in so persuading or inducing, any of the employees of the Corporation (or any of its subsidiaries or
affiliates) to give up his or her employment with the Corporation (or any of its subsidiaries or affiliates), and the
Executive shall not directly or indirectly solicit or hire employees of the Corporation (or any of its subsidiaries
or affiliates) for employment with any other employer.

3.3

Noninterference with Business Relations. The Executive hereby covenants and agrees that during the
Executive’s employment with the Corporation and for a period equal to the Severance Period thereafter, the
Executive shall not, without the prior written consent of the Corporation, on the Executive’s own behalf or on
the behalf of any person, firm or company, directly or indirectly, attempt to influence, persuade or induce, or
assist any other person in so persuading or inducing, any person, firm or company to cease doing business with,
reduce its business with, or decline to commence a business relationship with, the Corporation (or any of its
subsidiaries or affiliates).

3.4

Noncompetition.
(a)

The Executive covenants that during the Executive’s employment with the Corporation and, in the event
the Executive will receive or has received the severance benefits provided for in Section 1.3, for a
period equal to the Severance Period thereafter, the Executive will not undertake work for a Competing
Business, as defined in Section 3.4(b). For purposes of this covenant, “undertake work for” shall
include performing services, whether paid or unpaid, in any capacity, including as an officer, director,
owner, consultant, employee, agent or representative, where such services involve the performance of
similar duties or oversight responsibilities as those performed by the Executive at any time during the
12-month period preceding the Executive’s termination from the Corporation for any
reason. Notwithstanding the foregoing, the Executive may waive the benefits under Section 1.3 by
providing a written notice to the Corporation’s General Counsel and will then not be subject to this
Section 3.4.

(b)

As used in this Agreement, the term “Competing Business” shall mean any business that, at the time of
the determination:
(i)

operates (A) any retail department store, specialty store, or general merchandise store; (B) any
retail catalog, telemarketing, or direct mail business; (C) any Internet-based or other electronic
department store or general merchandise retailing business; (D) any other retail business that sells
goods, merchandise, or services of the types sold by the Corporation, including its divisions,
affiliates, and licensees; or (E) any business that provides buying office or sourcing services to
any business of the types referred to in this Section 3.4(b)(i); and

(ii) conducts any business of the types referred to in Section 3.4(b)(i) in the United States,
Commonwealth of Puerto Rico, or another country in which the Corporation, including its
divisions, affiliates, and licensees, conducts a similar business.
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3.5

Injunctive Relief. If the Executive shall breach any of the covenants contained in this Section 3, the Corporation
shall have no further obligation to make any payment to the Executive pursuant to this Agreement and may
recover from the Executive all such damages as it may be entitled to at law or in equity. In addition, the
Executive acknowledges that any such breach is likely to result in immediate and irreparable harm to the
Corporation for which money damages are likely to be inadequate. Accordingly, the Executive consents to
injunctive and other appropriate equitable relief without the necessity of bond in excess of $500.00 upon the
institution of proceedings therefor by the Corporation in order to protect the Corporation’s rights hereunder.

4.

Employment-at-Will. Notwithstanding any provision in this Agreement to the contrary, the Executive hereby acknowledges
and agrees that the Executive’s employment with the Corporation is for an unspecified duration and constitutes “at-will”
employment, and the Executive further acknowledges and agrees that this employment relationship may be terminated at any
time, with or without Cause or for any or no Cause, at the option either of the Corporation or the Executive.

5.

Miscellaneous
Provisions.
5.1

Dispute Resolution. Any dispute between the parties under this Agreement shall be resolved (except as provided
below) through informal arbitration by an arbitrator selected under the rules of the American Arbitration
Association for arbitration of employment disputes (located in the city in which the Corporation’s principal
executive offices are based) and the arbitration shall be conducted in that location under the rules of said
Association. Each party shall be entitled to present evidence and argument to the arbitrator. The arbitrator shall
have the right only to interpret and apply the provisions of this Agreement and may not change any of its
provisions, except as expressly provided in Section 3.4 and only in the event the Corporation has not brought an
action in a court of competent jurisdiction to enforce the covenants in Section 3. The arbitrator shall permit
reasonable pre-hearing discovery of facts, to the extent necessary to establish a claim or a defense to a claim,
subject to supervision by the arbitrator. The determination of the arbitrator shall be conclusive and binding upon
the parties and judgment upon the same may be entered in any court having jurisdiction thereof. The arbitrator
shall give written notice to the parties stating the arbitrator’s determination, and shall furnish to each party a
signed copy of such determination. The expenses of arbitration shall be borne equally by the Corporation and
the Executive or as the arbitrator equitably determines consistent with the application of state or federal law;
provided, however, that the Executive’s share of such expenses shall not exceed the maximum permitted by
law. To the extent applicable, in accordance with Code section 409A and Treasury Regulation section 1.409A3(i)(1)(iv)(A) or any successor thereto, any payments or reimbursement of arbitration expenses which the
Corporation is required to make under the foregoing provision shall meet the requirements below. The
Corporation shall reimburse the Executive for any such expenses, promptly upon delivery of reasonable
documentation, provided, however, all invoices for reimbursement of expenses must be submitted to the
Corporation and paid in a lump sum payment by the end of the calendar year following the calendar year in
which the expense was incurred. All expenses must be incurred within a 20 year period following the
Separation from Service. The amount of expenses paid or eligible for reimbursement in one year under this
Section 5.1 shall not affect the expenses paid or eligible for reimbursement in any other taxable year. The right
to payment or reimbursement under this Section 5.1 shall not be subject to liquidation or exchange for another
benefit.
Any arbitration or action pursuant to this Section 5.1 shall be governed by and construed in accordance
with the substantive laws of the State of Texas and, where applicable, federal law, without giving effect to
the principles of conflict of laws of such State. The mandatory arbitration provisions of this Section 5.1
shall supersede in their entirety the J.C. Penney Alternative, a dispute resolution program generally
applicable to employment terminations.
Notwithstanding the foregoing, the Corporation shall not be required to seek or participate in arbitration regarding
any actual or threatened breach of the Executive’s covenants in Section 3, but may pursue its remedies, including
injunctive relief, for such breach in a court of competent jurisdiction in the city in which the Corporation’s
principal executive offices are based, or in the sole discretion of the Corporation, in a court of competent
jurisdiction where the Executive has committed or is threatening to commit a breach of the Executive’s covenants,
and no arbitrator may make any ruling inconsistent with the findings or rulings of such court.

5.2

Binding on Successors; Assignment. This Agreement shall be binding upon and inure to the benefit of the
Executive, the Corporation and each of their respective successors, assigns, personal and legal representatives,
executors, administrators, heirs, distributees, devisees, and legatees, as applicable; provided however, that
neither this Agreement nor any rights or obligations hereunder shall be assignable or otherwise subject to
hypothecation by the Executive (except by will or by operation of the laws of intestate succession) or by the
Corporation except that the Corporation may assign this Agreement to any successor (whether by merger,
purchase or otherwise) to all or substantially all of the stock, assets or businesses of the Corporation, if such
successor expressly agrees to assume the obligations of the Corporation hereunder.
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5.3

Governing Law. This Agreement shall be governed, construed, interpreted, and enforced in accordance
with the substantive law of the State of Texas and federal law, without regard to conflicts of law
principles, except as expressly provided herein. In the event the Corporation exercises its discretion under
Section 5.1 to bring an action to enforce the covenants contained in Section 3 in a court of competent
jurisdiction where the Executive has breached or threatened to breach such covenants, and in no other
event, the parties agree that the court may apply the law of the jurisdiction in which such action is
pending in order to enforce the covenants to the fullest extent permissible.

5.4

Severability. Any provision of this Agreement that is deemed invalid, illegal or unenforceable in any jurisdiction
shall, as to that jurisdiction, be ineffective, to the extent of such invalidity, illegality or unenforceability, without
affecting in any way the remaining provisions hereof in such jurisdiction or rendering that or any other
provisions of this Agreement invalid, illegal or unenforceable in any other jurisdiction. If any covenant in
Section 3 should be deemed invalid, illegal or unenforceable because its time, geographical area, or restricted
activity, is considered excessive, such covenant shall be modified to the minimum extent necessary to render the
modified covenant valid, legal and enforceable.

5.5

Notices. For all purposes of this Agreement, all communications required or permitted to be given hereunder
shall be in writing and shall be deemed to have been duly given when hand delivered or dispatched by electronic
facsimile transmission (with receipt thereof confirmed), or five business days after having been mailed by
United States registered or certified mail, return receipt requested, postage prepaid, or three business days after
having been sent by a nationally recognized overnight courier service, addressed to the Corporation at its
principal executive office, c/o the Corporation’s General Counsel, and to the Executive at the Executive’s
principal residence, or to such other address as any party may have furnished to the other in writing and in
accordance herewith, except that notices of change of address shall be effective only upon receipt.

5.6

Counterparts. This Agreement may be executed in several counterparts, each of which shall be deemed to be an
original, but all of which together shall constitute one and the same Agreement.

5.7

Entire Agreement. The terms of this Agreement are intended by the parties to be the final expression of their
agreement with respect to the Executive’s employment by the Corporation and may not be contradicted by
evidence of any prior or contemporaneous agreement. The parties further intend that this Agreement shall
constitute the complete and exclusive statement of its terms and that no extrinsic evidence whatsoever may be
introduced in any judicial, administrative, or other legal proceedings to vary the terms of this Agreement.

5.8

Amendments; Waivers. This Agreement may not be modified, amended, or terminated except by an instrument
in writing, approved by the Corporation and signed by the Executive and the Corporation. Failure on the part of
either party to complain of any action or omission, breach or default on the part of the other party, no matter
how long the same may continue, shall never be deemed to be a waiver of any rights or remedies hereunder, at
law or in equity. The Executive or the Corporation may waive compliance by the other party with any provision
of this Agreement that such other party was or is obligated to comply with or perform only through an executed
writing; provided, however, that such waiver shall not operate as a waiver of, or estoppel with respect to, any
other or subsequent failure.

5.9

No Inconsistent Actions. The parties hereto shall not voluntarily undertake or fail to undertake any action or
course of action that is inconsistent with the provisions or essential intent of this Agreement. Furthermore, it is
the intent of the parties hereto to act in a fair and reasonable manner with respect to the interpretation and
application of the provisions of this Agreement.

5.10

Headings and Section References. The headings used in this Agreement are intended for convenience or
reference only and shall not in any manner amplify, limit, modify or otherwise be used in the construction or
interpretation of any provision of this Agreement. All section references are to sections of this Agreement,
unless otherwise noted.

5.11

Beneficiaries. The Executive shall be entitled to select (and change, to the extent permitted under any applicable
law) a beneficiary or beneficiaries to receive any compensation or benefit payable hereunder following the
Executive’s death, and may change such election, in either case by giving the Corporation written notice thereof
in accordance with Section 5.5. In the event of the Executive’s death or a judicial determination of the
Executive’s incompetence, reference in this Agreement to the “Executive” shall be deemed, where appropriate,
to be the Executive’s beneficiary, estate or other legal representative.

5.12

Withholding. The Corporation shall be entitled to withhold from payment any amount of withholding required
by law.
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date and year first above written.
J. C. Penney Corporation, Inc.
By: /s/ Ron Johnson
Name: Ron Johnson
Title: CEO
Executive
/s/ Ken Hannah
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Exhibit 10.3
EXECUTION VERSION
SECOND AMENDMENT dated as of July 20, 2012 (this “Amendment”), to the
Amended and Restated Credit Agreement dated as of January 27, 2012 (as amended
through the date hereof, the “Credit Agreement”), among J. C. PENNEY COMPANY,
INC., J. C. PENNEY CORPORATION, INC. and J. C. PENNEY PURCHASING
CORPORATION; the financial institutions named therein as lenders; JPMORGAN
CHASE BANK, N.A., as Administrative Agent; and WELLS FARGO BANK,
NATIONAL ASSOCIATION, as LC Agent.
Capitalized terms used but not defined herein have the meanings assigned to them in the Credit
Agreement, as amended hereby.
WHEREAS, pursuant to the Credit Agreement, the Lenders have agreed to extend and have
extended credit to the Borrowers, in each case on the terms and subject to the conditions set forth therein.
WHEREAS, Holdings, the Borrowers and the Account Parties have requested that the Lenders
agree to amend certain provisions of the Credit Agreement on the terms and subject to the conditions set forth
herein.
NOW THEREFORE, in consideration of the mutual agreements herein contained and other good
and valuable consideration, the sufficiency and receipt of which are hereby acknowledged, and subject to the
conditions set forth herein, the parties hereto hereby agree as follows:
SECTION 1. Amendments. The definition of “Material Subsidiary” in Section 1.01 of the
Credit Agreement is hereby amended and restated in its entirety to read as follows:
“Material Subsidiary” means, at any date of determination, any Subsidiary of Holdings
then having Net Tangible Assets representing more than 3% (or, in the case of JCP Realty, Inc.,
5%) of the total Net Tangible Assets of Holdings and its Subsidiaries.
SECTION 2. Representations and Warranties. Holdings, the Borrowers and the Account Parties
hereby represent and warrant to the Administrative Agent and to each of the Lenders:
(a) This Amendment has been duly authorized by Holdings, each Borrower and each Account
Party, has been duly executed and delivered by each such party and constitutes a legal, valid and binding obligation
of each such party, enforceable in accordance with its terms, subject to applicable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors’ rights generally and subject to general principles of
equity, regardless of whether considered in a proceeding in equity or at law.
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(b) After giving effect to this Amendment, each of the representations and warranties of the
Loan Parties set forth in the Loan Documents is true and correct (or, in the case of any representation or warranty
not qualified as to materiality, true and correct in all material respects) on and as of the date hereof, except to the
extent such representations and warranties relate to an earlier date, in which case such representations and
warranties are true and correct (or, in the case of any representation or warranty not qualified as to materiality, true
and correct in all material respects) as of such earlier date.
(c) Immediately after the effectiveness of this Amendment, no Default shall have occurred and
be continuing.
SECTION 3. Conditions to Effectiveness. This Amendment shall become effective, as of the
date first above written, on the date (the “Amendment Effective Date”) on which each of the following conditions
is satisfied:
(a) The Administrative Agent (or its counsel) shall have received from each of Holdings, each
Borrower, each Account Party and Lenders constituting at least the Required Lenders either (i) a counterpart of this
Amendment signed on behalf of such party or (ii) written evidence satisfactory to the Administrative Agent (which
may include telecopy or electronic transmission of a signed signature page of this Amendment) that such party has
signed a counterpart of this Amendment.
(b) The Administrative Agent shall have received a certificate, dated the Amendment Effective
Date and signed by a President, a Vice President or a Financial Officer of the Parent Borrower, confirming
compliance with the representations and warranties set forth in Section 2 above.
(c) The Administrative Agent shall have received all fees (including the Amendment Fee
referred to below) and other amounts due and payable on or prior to the Amendment Effective Date, including fees,
charges and disbursements of counsel and payment of all out‑of‑pocket expenses required to be reimbursed or paid
by any Loan Party hereunder or under the Credit Agreement.
The Administrative Agent shall notify the Parent Borrower and the Lenders of the Amendment
Effective Date, and such notice shall be conclusive and binding.
SECTION 4. Covenant. The Parent Borrower has advised the Lenders that JCP Realty, Inc.
proposes to enter into a unit redemption agreement with Simon Property Group, L.P. (the “Redemption
Agreement”) providing for the redemption for cash of certain limited partnership interests in Simon Property
Group, L.P. currently held by JCP Realty, Inc. The Parent Borrower agrees that, promptly following the receipt
thereof by JCP Realty, Inc., all proceeds of such redemption shall be transferred to the Parent Borrower as an
intercompany loan that will qualify as Permitted Long-Term Indebtedness.
SECTION 5. Amendment Fee. The Parent Borrower agrees to pay to the Administrative Agent,
for the account of each Lender that executes and delivers a copy of
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this Amendment to the Administrative Agent (or its counsel) prior to 12:00 noon, New York City time, on July 20,
2012, an amendment fee (the “Amendment Fee”) in an amount equal to 0.125% of the aggregate principal amount
of the Commitment of such Lender as of the Amendment Effective Date; provided that the Parent Borrower shall
have no liability for any such Amendment Fee if this Amendment does not become effective in accordance with
Section 3 above. Such Amendment Fee shall be payable in immediately available funds on, and subject to the
occurrence of, the Amendment Effective Date, shall not be subject to setoff or counterclaim, and shall be in
addition to any other fees or amounts referred to herein.
SECTION 6. Credit Agreement. Except as specifically amended hereby, the Credit Agreement
shall continue in full force and effect in accordance with the provisions thereof as in existence on the date
hereof. After the date hereof, any reference to the Credit Agreement shall mean the Credit Agreement as amended
or modified hereby. This Amendment shall be a Loan Document for all purposes of the Credit Agreement and the
other Loan Documents.
SECTION 7. Applicable Law. THIS AMENDMENT SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.
Notwithstanding anything to the contrary contained herein, the provisions of Sections 9.09 and 9.10 of the Credit
Agreement are incorporated by reference herein, mutatis mutandis.
SECTION 8. Counterparts. This Amendment may be executed in any number of counterparts
and by separate parties hereto on separate counterparts, each of which shall constitute an original but all of which
when taken together shall constitute but one agreement. Delivery of an executed signature page to this Amendment
by facsimile or email transmission shall be effective as delivery of a manually executed counterpart of this
Amendment.
SECTION 9. Expenses. The Parent Borrower agrees to reimburse the Administrative Agent for
its reasonable out-of-pocket expenses in connection with this Amendment, including the fees, charges and
disbursements of Cravath, Swaine & Moore, LLP, counsel for the Administrative Agent.
SECTION 10. Headings. The Section headings used herein are for convenience of reference
only, are not part of this Amendment and are not to affect the construction of, or to be taken into consideration in
interpreting, this Amendment.

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed
by their respective authorized officers as of the day and year first written above.
J. C. PENNEY COMPANY, INC.,
by: /s/ Kenneth Hannah
Name:Kenneth Hannah
Title: EVP, Chief Financial Officer
J. C. PENNEY CORPORATION, INC.,
by:/s/ Michael D. Porter
Name:Michael D. Porter
Title: Vice President, Treasurer
J. C. PENNEY PURCHASING CORPORATION,
by: /s/ Michael D. Porter
Name:Michael D. Porter
Title: Vice President, Treasurer of
J. C. Penney Corporation, Inc.
JPMORGAN CHASE BANK, n.a., as Lender and as
Administrative Agent,
by: /s/ Barry K. Bergman
Name:Barry K. Bergman
Title: Managing Director
[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Barclays Bank PLC
By /s/ Ronnie Glenn
Name: Ronnie Glenn
Title: Vice President

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Wells Fargo Bank, N.A.
By /s/ Y Sonia Anadraj
Name: Y Sonia Anadraj
Title: AVP

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Bank of America, N.A.
By /s/ Christine Hutchinson
Name: Christine Hutchinson
Title: Director

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: HSBC BANK USA, N. A.
By /s/ Brian Gingue
Name: Brian Gingue
Title: Vice President

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: U. S. Bank National Association
By /s/ Christopher Fudge
Name: Christopher Fudge
Title: Vice President

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Compass Bank
By /s/ Ramon Garcia
Name: Ramon Garcia
Title: Vice President

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Goldman Sachs Bank USA
By /s/ Lauren Day
Name: Lauren Day
Title: Authorized Signatory

For any Lender requiring a second signature block:

By

N/A
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: CITI BANK N.A.
By /s/ Jennifer Bagley
Name: Jennifer Bagley
Title: Vice President

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: The Bank of Tokyo-Mitsubishi UFJ, Ltd.
By /s/ Christine Howatt
Name: Christine Howatt
Title: Authorized Signatory

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: THE BANK OF NEW YORK MELLON
By /s/ Thomas J. Tarasovich, Jr.
Name: Thomas J. Tarasovich, Jr.
Title: Vice President

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: UMB Bank, N.A.
By /s/ Thomas Terry
Name: Thomas Terry
Title: E.V.P.

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Standard Chartered Bank
By /s/ James P. Hughes
Name: James P. Hughes
Title: Director

For any Lender requiring a second signature block:

By /s/ Wong Moy Hiang
Name: Wong Moy Hiang
Title: Standard Chartered Bank

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: State Street Bank and Trust Company
By /s/ Kimberly R. Costa
Name: Kimberly R. Costa
Title: Vice President

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: THE ROYAL BANK OF SCOTLAND PLC
By /s/ Tracy Rahn
Name: Tracy Rahn
Title: Director

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Union Bank, N.A.
By /s/ Michael Gardner
Name: Michael Gardner
Title: Vice President
[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: PNC Bank, National Association
By /s/ Jonathan Parker
Name: Jonathan Parker
Title: AVP

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: REGIONS BANK
By /s/ Connie Ruan
Name: Connie Ruan
Title: ATTORNEY-IN-FACT

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: The Northern Trust Company
By /s/ Brittany Mandane
Name: Brittany Mandane
Title: Officer

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: KeyBank National Association
By /s/ Andrew Blickensderfer
Name: Andrew Blickensderfer
Title: AVP

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Capital One, N.A.
By /s/ Mary Jo Hoch
Name: Mary Jo Hoch
Title: SVP

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Banco Popular de Puerto Rico
By /s/ Hector J. Gonzalez
Name: Hector J. Gonzalez
Title: Vice President

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: City National Bank
By /s/ David Knoblauch
Name: David Knoblauch
Title: Vice President

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

SIGNATURE PAGE TO THE SECOND AMENDMENT TO THE J.
C. PENNEY COMPANY, INC. CREDIT AGREEMENT.

Name of Lender: Flagstar Bank, FSB
By /s/ Willard D. Dickerson, Jr.
Name: Willard D. Dickerson, Jr.
Title: Senior Vice President

For any Lender requiring a second signature block:

by
Name:
Title:

[Signature Page to Second Amendment to J. C. Penney Company, Inc. Credit Agreement]

Exhibit 31.1
CERTIFICATION
I, Ronald B. Johnson, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of J. C. Penney Company,
Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a–15(e) and 15d–15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a–15(f) and 15d–15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and proced ures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: September 4, 2012
/s/ Ronald B. Johnson
Ronald B. Johnson
Chief Executive Officer

Exhibit 31.2
CERTIFICATION
I, Kenneth H. Hannah, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of J. C. Penney Company,
Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a–15(e) and 15d–15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a–15(f) and 15d–15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and proced ures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: September 4, 2012
/s/ Kenneth H. Hannah
Kenneth H. Hannah
Executive Vice President and Chief Financial Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of J. C. Penney Company, Inc. (the "Company") on Form 10-Q for the period ended July
28, 2012 (the "Report"), I, Ronald B. Johnson, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:
(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Secur ities Exchange Act of 1934; and
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result s of
operations of the Company.
DATED this 4th day of September 2012.
/s/ Ronald B. Johnson
Ronald B. Johnson
Chief Executive Officer

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of J. C. Penney Company, Inc. (the "Company") on Form 10-Q for the period ended July
28, 2012 (the "Report"), I, Kenneth H. Hannah, Executive Vice President and Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:
(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Secur ities Exchange Act of 1934; and
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
DATED this 4th day of September 2012.
/s/ Kenneth H. Hannah
Kenneth H. Hannah
Executive Vice President and Chief Financial Officer

