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April 9, 2018
Dear Stockholders:

On behalf of your Board of Directors, I want to take this opportunity to invite you to attend our 2018 Annual Meeting
of Stockholders. The meeting will be held on Friday, May 25, 2018, at 10:00 A.M., local time, at the JCPenney Home
Office, located at 6501 Legacy Drive, Plano, Texas 75024. We will be asking you to vote on and to support several
proposals for our Company and it is important that your shares be represented. We urge you to vote your shares via
the toll-free telephone number, over the Internet, or by mail, as provided in the enclosed materials.

Our strategic framework continues to be focused on private brands, omnichannel and increasing revenue per customer.
We continue to believe that these three pillars provide the foundation for future growth at JCPenney. Under that
framework, we have several key initiatives that give us confidence in our ability to achieve our 2018 financial
objectives. First is beauty, which is one of the key components of our strategy, particularly with our best-in-class
partnership with Sephora. We currently operate Sephora shops in nearly 75% of our stores and expect to open
approximately 30 locations in 2018, bringing our total to approximately 670 Sephora shops.

Another key component of our beauty strategy is our salon business. Following a great year of positive sales growth in
our salons, we are continuing our rebranding efforts to Salon by InStyle. In 2018, we plan to rebrand and remodel
another 100 salons to Salon by InStyle. Fine jewelry is also a key component of our beauty strategy. Our jewelry
business is bringing in a newer and younger customer and we believe JCPenney is the only retailer that can offer our
customers a total beauty solution combining Sephora, salon and fine jewelry under the same roof. This unique beauty
experience cannot be replicated online and magnifies the importance and relevance of our physical stores.

Our home refresh initiatives also continue to provide strong results. We believe we have an unprecedented growth
opportunity in this area because over 70% of our customers are home owners and have developed a merchandising
assortment including appliances, mattresses, furniture and simple home installs that will help us to compete more
effectively in this category.

We also continue to enhance and strategically adjust our apparel offerings to better align with customer preferences. A
strategic priority in 2018 will be our continued focus on improving our women s apparel business, particularly active
wear, dresses, contemporary, and casual sportswear. These categories offer JCPenney the greatest opportunity for
growth in women s. Across all apparel categories, special sizes remain a key focus as we leverage our big and tall and
plus size businesses to continue to deliver an improved assortment.

We are committed to becoming a world-class omnichannel retailer. The transition from a company focused primarily
on the brick and mortar business to a true omnichannel retailer is evidenced by the increase in our online SKU count
by 50% in 2017, with plans to add additional SKUs in 2018. It is also evidenced by the transformation of our mobile
app from a 1.5 star rated app with minimal reviews to an over 4.5 star rated app with over 150,000 reviews.
Approximately 80% of our stores existing inventory is eligible for free same-day pickup and 100% of our brick and
mortar store network is now being utilized to fulfill online orders.
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Our belief is that retailers who offer their customers the best in-store and online choices will win. We know we have
additional work to do, but we re encouraged by our progress as a company.

Thank you again for your support. We are excited about the initiatives underway at JCPenney and are optimistic about
the prospects for our Company.

Marvin R. Ellison

Chairman of the Board and Chief Executive Officer
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Date and Time:

Place:

Business:

Record Date:
Voting By Proxy:

J. C. PENNEY COMPANY, INC.
6501 Legacy Drive
Plano, Texas 75024-3698
J. C. PENNEY COMPANY, INC.

Notice of 2018 Annual Meeting of Stockholders

Friday, May 25, 2018

10:00 A.M., local time
JCPenney Home Office

6501 Legacy Drive

Plano, Texas 75024-3698

1. To elect eleven directors nominated by the Board of Directors for a one-year term as
described in the accompanying proxy materials;

2. To ratify the appointment of KPMG LLP as independent auditor for the fiscal year ending
February 2, 2019;

3. To approve the adoption of the J. C. Penney Company, Inc. 2018 Long-Term Incentive Plan;
4. To hold an advisory vote on executive compensation; and

5. To consider any other business properly brought before the meeting.

In order to vote, you must have been a stockholder at the close of business on March 26, 2018.

It is important that your shares be represented and voted at the meeting. If you received the
proxy materials by mail, you can vote your shares by telephone, over the Internet, or by
completing, signing, dating and returning your completed proxy card. If you received the proxy
materials over the Internet, a proxy card was not sent to you, and you may vote your shares only
by telephone or over the Internet. To vote by telephone or Internet, follow the instructions
included in the Proxy Statement or on the Internet. You can revoke a proxy at any time prior to
its exercise at the meeting by following the instructions in the Proxy Statement.

Important Notice Regarding the Availability of Proxy Materials for the 2018 Annual Meeting of Stockholders

to be held on May 25, 2018.

The Notice of Annual Meeting, Proxy Statement and Annual Report on Form 10-K for the fiscal year ended
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Salil R. Virkar, Secretary

Plano, Texas
April 9, 2018
YOUR VOTE IS IMPORTANT
PLEASE SIGN, DATE, & RETURN YOUR PROXY CARD OR

VOTE BY TELEPHONE OR INTERNET
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2018 PROXY STATEMENT

This Proxy Statement and the accompanying materials are being sent to JCPenney stockholders beginning on or about
April 10, 2018. In this Proxy Statement, you will find information on the matters to be presented at the 2018 Annual
Meeting of Stockholders (the Annual Meeting) and information to assist you in voting your shares.

CORPORATE GOVERNANCE

More than 115 years ago, James Cash Penney founded JCPenney on the principle of the Golden Rule: treat others the
way you would like to be treated. While JCPenney has gone through many changes throughout its history, the
foundation built on honesty, trust and integrity has never wavered. Our corporate governance principles continue to
reflect the highest ethical standards rooted in our rich heritage as we seek to achieve excellence in our work, products
and services for our customers and our stockholders.

Our key corporate governance policies and practices include:

Annual election of all directors

Majority vote standard in uncontested elections
Director resignation policy

No unequal voting rights

No supermajority vote requirements

3%/3 year proxy access bylaw

Stockholder Rights

All directors are independent other than the CEO
Diverse and experienced Board
Lead Director with clearly defined responsibilities
Board Structure and Independent directors regularly meet in executive sessions
Practices Annual Board and Committee self-assessments
Annual evaluation of CEO
Corporate governance guidelines
Mandatory retirement age policy
No significant related party transactions
Governing Documents

The key documents that make up our corporate governance framework are our:

Corporate Governance Guidelines, including our:
Standards for the Determination of Director Independence,
Lead Independent Director Policy and
Policy on Review and Consideration of Related Person Transactions;
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Restated Certificate of Incorporation, as amended;
Bylaws, as amended;

Audit Committee Charter;

Finance and Planning Committee Charter;
Corporate Governance Committee Charter;
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Human Resources and Compensation Committee Charter;
Statement of Business Ethics; and
Standards and Procedures for Director Nominations.
You can access each of these documents on our website at www.jcpenney.com by clicking on Investors, then
Corporate Governance. You can also obtain a free copy of any of these documents by sending a written request to
JCPenney s Corporate Secretary at P.O. Box 10001, Dallas, Texas 75301.

Corporate Governance Guidelines

Our Corporate Governance Guidelines (the Guidelines) set forth JCPenney s primary principles and policies regarding
corporate governance, which are the foundation of our commitment to best practices. The Guidelines are reviewed
annually by the Corporate Governance Committee and the Board of Directors (the Board). The matters covered by the
Guidelines include:

director responsibilities;
the size of the Board;
director independence and minimum qualifications;
factors to be considered in selecting candidates to serve on the Board;
the Company s voting standard for the election of directors;
director resignations upon change of principal employment or personal circumstances;
mandatory retirement age for directors;
directors outside directorships and outside audit committee service;
Board organization, including committees of the Board and the role and responsibilities of the lead
independent director;
policies relating to Board meetings;
executive sessions for directors;
ethical principles to be followed by directors;
policies and procedures for reviewing related person transactions and conflicts of interest;
claw-back policy on recovery of compensation in the event of a financial restatement;
the Board s access to management and independent advisors;
stockholders and other interested parties communications to non-employee directors;
director orientation and continuing education;
prohibition of loans to directors and executive officers;
stock ownership goals for directors and members of the Company s senior management team;
prohibition on hedging and pledging of Company stock;
management succession and CEO evaluation; and
annual self-assessments of the Board and each Board committee.
Board Leadership Structure

Marvin R. Ellison currently serves as both Chairman of the Board and Chief Executive Officer. The non-employee,

independent directors of the Board have elected Ronald W. Tysoe, a non-employee, independent director, to serve as
Lead Director pursuant to the Company s Lead Independent Director Policy. Mr. Tysoe s term expires at the earlier of
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the close of the 2019 Annual Meeting of Stockholders or at such time as he ceases to be a director, resigns as Lead
Director or is replaced as Lead Director
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by a majority of the non-employee, independent directors. Specifically, the Company s Lead Independent Director
Policy provides that the Lead Director will:

preside over regular executive sessions of the non-employee, independent members of the Board and at

meetings of the Board in the absence of, or upon the request of, the Chairman;

approve the scheduling of Board meetings as well as the agenda and materials for each Board meeting and

executive session of the Board s non-employee, independent directors;

have the authority to call such other meetings of the non-employee, independent directors as he/she deems

necessary;

meet regularly with the Chairman and CEO and serve as a liaison and supplemental channel of

communication between the non-employee, independent directors and the Chairman and CEO;

communicate with stockholders as appropriate; and

approve and coordinate the retention of advisors and consultants who report directly to the non-employee,

independent members of the Board, except as otherwise required by applicable law or New York Stock

Exchange (NYSE) listing standards.
The Board believes that the existence of a Lead Director with this scope of responsibilities supports strong corporate
governance principles and effective oversight of management while providing the benefit of having the Company s
CEO also serve as Chairman of the Board. The Board believes that JCPenney s current leadership structure is in the
best interests of the Company and its stockholders because it enhances communication between the Board and
management and allows Mr. Ellison to more effectively execute the Company s strategic initiatives and business plans
while ensuring that the appropriate level of independent oversight is applied to all management decisions.

Board and Committee Self-Assessments

Each year, the Board and the Board s Audit, Corporate Governance, Finance and Planning, and Human Resources and
Compensation Committees conduct self-assessments to evaluate their effectiveness and to identify opportunities for
improvement. This self-assessment may be conducted in the form of written or oral questionnaires administered by
Board members, management or third parties. Directors respond to questions designed to elicit information to be used
in improving Board and committee effectiveness. Self-assessment topics generally include, among other matters,
Board composition and structure, meeting topics and process, information flow, Board oversight of risk management
and strategic planning, succession planning and access to management.

Director feedback solicited from the self-assessment process is discussed during Board executive sessions and, where
appropriate, addressed with management. The Corporate Governance Committee oversees the development and
administration of the self-assessment process, including determining the format. More recently, the Corporate
Governance Committee has determined that written questionnaires are a highly effective method of conducting the
self-assessments.

Board of Directors Role in Risk Oversight

The Board oversees an enterprise-wide approach to risk management, designed to support the achievement of
organizational objectives, including strategic objectives, to improve long-term organizational performance and to
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enhance stockholder value. A fundamental part of risk management is not only understanding the risks a company
faces and what steps management is taking to manage those risks but also understanding what level of risk is
appropriate for the company. The involvement of the full Board in reviewing the Company s business strategy is an
integral aspect of its assessment
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of management s tolerance for risk and also its determination of what constitutes an appropriate level of risk for the
Company. In addition to management s discussion of risk with the full Board throughout the year, the independent
directors also discuss risk management during their executive sessions without management present over which the
Lead Director presides. The Board s Committees also consider risk appropriate to their respective jurisdictions
throughout the year.

Policies and Procedures with Respect to Related Person Transactions

The Board recognizes that related person transactions can present a heightened risk of conflicts of interest.
Accordingly, as a general matter, our directors and executive officers are to avoid any activity, interest or relationship
that would create, or might appear to others to create, a conflict with the interests of JCPenney. There were no related
person transactions for the Company s fiscal year ended February 3, 2018.

Our written Policy on Review and Consideration of Related Person Transactions (the RPT Policy) is included as
Appendix C to the Guidelines. For purposes of Securities and Exchange Commission (SEC) rules as well as the RPT
Policy, a related person transaction is any transaction in which the Company was, is or will be a participant and the
amount involved exceeds $120,000 and in which any related person had, has or will have a direct or indirect material
interest. The term related person means:

any person who is, or at any time since the beginning of the Company s last fiscal year was, a director or

executive officer of the Company or a nominee to become a director of the Company,

any person who is known to be the beneficial owner of more than 5% of any class of the Company s voting

securities and

any immediate family member of any of the foregoing persons.
We review all relationships and transactions in which the Company and a related person are participants to determine
whether such persons have a direct or indirect material interest. To identify potential related person transactions, we
request certain information from our directors and executive officers. We then review the information provided for
any related person transactions. The Corporate Governance Committee reviews and determines whether to approve or
ratify any related person transaction that is required to be disclosed. Any member of the Corporate Governance
Committee who is a related person with respect to a transaction under review may not participate in the deliberations
or vote respecting approval or ratification of the transaction.

Board Independence

The Board reviews the independence of each non-employee director annually to confirm that the director continues to
meet our standards as well as the requirements of the NYSE. No member of the Board will be considered independent
unless the Board determines that he or she has no material relationship with the Company that would affect his or her
independence and that he or she otherwise satisfies JCPenney s director independence standards as well as all
applicable laws, rules and regulations. Our Standards for the Determination of Director Independence are included as
Appendix A to the Guidelines.
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The factors the Board considers in determining whether a director is independent include:

Whether within the preceding three years,
the director is or was an employee of JCPenney;
a member of the director s immediate family is or was an executive officer of JCPenney;
the director or an immediate family member of the director received more than $120,000 per year in
direct compensation from JCPenney (other than compensation for service as a director or pension or
other forms of deferred compensation for prior service);
the director or an immediate family member of the director was a partner or employee of
JCPenney s external auditor and personally worked on JCPenney s audit within that time;
the director or an immediate family member of the director is or was employed as an executive officer
of another company where any of JCPenney s present executive officers serve on the compensation
committee of that company s board of directors;
the director or an immediate family member of the director is or was an employee or executive officer
of another company that makes payments to, or receives payments from, JCPenney in excess of the
greater of $1 million or 2% of that company s consolidated gross revenues;
Whether the director or an immediate family member of the director is a current partner of JCPenney s
external auditor;
Whether the director is a current employee of JCPenney s external auditor;
Whether an immediate family member of the director is a current employee of JCPenney s external auditor
and personally works on JCPenney s audit; and
Whether the director serves as an officer, director or trustee of a charitable organization or as a member of
that organization s fund-raising entity or committee that received contributions from JCPenney in excess of
the greater of $1 million or 2% of the charity s gross revenues.
The Board has reviewed each director s independence for fiscal 2018. Applying the standards listed above as well as
the requirements of the NYSE, the Board has determined that each of the directors, except for Mr. Ellison, is
independent.

Meeting Attendance
During fiscal 2017, the Board held seven meetings and committees of the Board held a total of 28 meetings. Each
director serving during fiscal 2017 attended at least 75% of the total number of meetings of the Board and committees

on which he or she served.

All directors are strongly encouraged to attend the Annual Meeting, but we do not have a formal attendance
requirement. In 2017, eleven of the twelve then-serving members of the Board attended the Annual Meeting.

Executive Sessions
The non-employee, independent directors meet in executive session with no Company associates present as a part of
each regularly scheduled Board meeting. The Company s Lead Director, Ronald W. Tysoe, presides over these

sessions.
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Communications with the Board of Directors

Any Company stockholder or other interested party who wishes to communicate with the Board or with an individual
director may direct such communications by telephone to 1-800-527-0063, by facsimile to 972-431-1133, by email to
jepdirectors-sm@jcpenney.com, or by writing to:

Corporate Secretary

J. C. Penney Company, Inc.
P.O. Box 10001

Dallas, TX 75301

The communication must be clearly addressed to the Board of Directors or to a specific director(s). If a response is
desired, the individual should also provide contact information such as name, address and telephone number.

All such communications will be reviewed initially by the Company s Corporate Secretary and entered into a log for
tracking purposes. The Board has asked the Corporate Secretary to forward to the appropriate director(s) all
correspondence, except for items unrelated to the Board s functions, business solicitations, advertisements and
materials that are profane. The Corporate Secretary prepares a periodic summary report of all such communications
for the Board.

Communications with the Audit Committee

Complaints and concerns relating to the Company s accounting, internal accounting controls or auditing matters should
be communicated to the Audit Committee of the Board. Any such communication may be made on an anonymous
basis and may be reported to the Audit Committee through the Company s Senior Vice President, Audit by calling
1-800-527-0063, by website at www.jcpline.com or by writing to:

Senior Vice President, Audit

J. C. Penney Company, Inc.

P.O. Box 250335

Plano, TX 75025-0335

All such concerns will be reviewed under the direction of the Audit Committee and oversight by the Senior Vice
President, Audit, the General Counsel, or such other persons as the Audit Committee determines to be appropriate.
Confidentiality is maintained to the fullest extent possible, consistent with the need to conduct an adequate review.
Prompt and appropriate corrective action will be taken when and as deemed appropriate in the judgment of the Audit

Committee. The Senior Vice President, Audit will prepare a periodic summary report of all such communications for
the Audit Committee.
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Board Diversity, Refreshment, Director Qualifications and Process for Nominations
JCPenney is committed to creating an inclusive work environment where everyone is respected and valued. A
workforce that understands JCPenney s diverse customer base helps ensure that the Company s products, services and

message are relevant in every community where the Company does business.

The Board s philosophy on diversity mirrors the Company s philosophy. In connection with the selection of nominees
for director, the Corporate Governance Committee strives to identify and recruit high-caliber individuals whose
diverse talents, perspectives, experiences and backgrounds would

6 2018 Proxy Statement
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preserve and enhance the inclusive environment in which the Board currently functions. Additional information on the
experiences and backgrounds of the director nominees can be found under _Proposal 1 - Election of Directors
beginning on page 14. The director nominees identified in this Proxy Statement reflect the importance of diversity to
the Board.

The Board also aims to maintain an appropriate balance of tenure across our directors. In the last three years, the
Board has appointed six new directors to the Board while seven directors have retired from or left the Board during
the same period. Further, our Corporate Governance Guidelines provide that it is the Board s policy that no individual
who would be age 73 or older at the time of his or her election or re-election will be eligible to stand for election or
re-election to the Board. The Board may waive the age limitation if it deems a waiver to be in the best interests of the
Company and its stockholders.

The charts below reflect the gender composition and board tenure of the director nominees.

Average tenure: 5.7 years
As provided in the Guidelines, nominees for director, including those directors who are eligible to stand for
re-election, are selected based on, among other things, consideration of the following factors:

character and integrity;

business and management experience;

demonstrated competence in dealing with complex problems;

familiarity with the Company s business;

diverse talents, backgrounds and perspectives;

freedom from conflicts of interest;

regulatory and stock exchange membership requirements for the Board;

sufficient time to devote to the affairs of the Company; and

reputation in the business community.
In considering whether to nominate directors who are eligible to stand for re-election, the Corporate Governance
Committee also considers the quality of past director service, attendance at Board and committee meetings,
compliance with the Guidelines (including satisfying the expectations for individual directors), as well as input from
other Board members concerning the director s performance and independence.

Although the Board retains ultimate responsibility for approving candidates for election, the Corporate Governance
Committee conducts the initial screening and evaluation process. In doing so,
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the Corporate Governance Committee considers candidates recommended by directors and the Company s
management, as well as any recommendations from Company stockholders. Additionally, the Corporate Governance
Committee takes into account the Board s current composition and the capabilities and attributes of serving Board
members, as well as additional capabilities and attributes considered necessary or desirable in light of existing
Company needs and the goal of preserving and enhancing Board diversity. The Corporate Governance Committee
periodically engages one or more search firms to assist in the identification and recruitment of director candidates.

To recommend a candidate for election to the Board, a stockholder must submit the following information to the
Corporate Secretary of the Company at least 90 days in advance of the Annual Meeting:

The stockholder s name and address;

A representation that the stockholder is a holder of record of JCPenney stock entitled to vote at the Annual

Meeting and intends to appear in person or by proxy at the Annual Meeting;

The name and address of the stockholder s nominee for director;

A description of any arrangements or understandings between the stockholder and the director nominee or

any other person (naming such person(s)) relating to the election of the nominee to the Board;

The biographical and other information about the nominee that would be required to be included in a proxy

statement filed pursuant to the proxy rules of the SEC; and

The nominee s consent to serve on the Board.
In general, candidates recommended by stockholders will be evaluated under the same process as candidates
recommended by existing directors, Company management or third-party search firms. However, the Corporate
Governance Committee will additionally seek and consider information concerning the relationship between a
stockholder s recommended nominee and the stockholder to determine whether the nominee can effectively represent
the interests of all stockholders. Also, except in unusual circumstances, the Corporate Governance Committee will not
evaluate a stockholder-recommended candidate unless and until the stockholder advises that the potential candidate
has indicated a willingness to serve as a director, to comply with the expectations and requirements for Board service
and to provide all the information required to conduct an evaluation.

In addition, pursuant to the Company s proxy access Bylaw, a stockholder, or a group of up to 20 stockholders, owning
at least 3% of the Company s outstanding common stock continuously for at least three years may nominate and
include in the Company s proxy materials for an annual meeting of stockholders a number of directors up to the greater
of two directors and 20% of the Board, provided that the stockholder(s) and nominee(s) satisfy the Bylaw

requirements.

A notice from an eligible stockholder under the Company s proxy access Bylaw must be received by the Corporate
Secretary of the Company no later than 120 days and no earlier than 150 days prior to the first anniversary of the date
the Company s definitive proxy statement was first sent to stockholders in connection with the previous year s annual
meeting of stockholders. If the date of the annual meeting of stockholders is more than 30 days before or after the
anniversary of the preceding year s annual meeting, the notice must be received no earlier than 150 days prior to such
annual meeting and no later than the later of 120 days prior to such annual meeting or 10 days following the day on
which public disclosure of the date of the annual meeting was first made. The notice must include certain information,
representations and agreements required by Article III, Section 17 of the Company s Bylaws, including information
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BOARD COMMITTEES

The Board has four principal standing committees. Committee members consist entirely of non-employee directors
and the Board has determined that each of the members of these committees is independent, as defined under our
standards of independence and under NYSE listing standards. The following table reflects Committee membership as
of April 2, 2018:

Corporate Finance and Human Resources
Audit Governance Planning and Compensation
Committee Committee Committee Committee
Paul J. Brown X X
Amanda Ginsberg X Chair
Wonya Y. Lucas X X
B. Craig Owens Chair X
Lisa A. Payne X X
Debora A. Plunkett X X
Leonard H. Roberts X X
Javier G. Teruel X Chair
R. Gerald Turner X X
Ronald W. Tysoe* Chair

*  Lead Independent Director

A copy of each Committee s Charter is available at the Company s website at www.jcpenney.com. Also available on
the Company s website are procedures for the confidential and anonymous reporting of matters relating to questionable
accounting, internal accounting controls or auditing matters. For a discussion of the processes and procedures for
determining executive and director compensation and the roles of management and compensation consultants in
determining or recommending the amount or form of compensation, see _Compensation Discussion and Analysis
beginning on page 23 and _Director Compensation for Fiscal 2017 beginning on page 60. The mailing address for all of
these committees is c/o Corporate Secretary, J. C. Penney Company, Inc., P.O. Box 10001, Dallas, Texas 75301.

Audit Committee Meetings in Fiscal 2017: 7
Members*: B. Craig Owens** (Chair), Lisa A. Payne**, Debora A. Plunkett, Leonard H. Roberts**, Javier G.
Teruel** (All Independent)

Primary Responsibilities
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Selection and retention of the independent auditor for the annual audit of the Company s consolidated financial
statements

Approval of audit fees and non-audit services and fees paid to the independent auditor

Review the independent auditor s strategy and plan, scope, audit results, performance and independence

Review internal audit reports on the adequacy of internal controls

Review the Company s ethics program

Review the status of significant legal matters

Review the scope of the internal auditor s plans and budget and results of its audits

Review the effectiveness of the Company s program for correcting audit findings

Participate in the certification process relating to the filing of certain periodic reports pursuant to the Securities
Exchange Act of 1934, as amended (Exchange Act)

* The Board has determined that each member of this Committee is financially literate as defined by the NYSE.
** The Board has determined that each of these Committee members qualifies as an audit committee financial expert
as defined by the SEC.

2018 Proxy Statement 9
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Corporate Governance Committee

Meetings in Fiscal 2017: 3
Members: Ronald W. Tysoe (Chair), Amanda Ginsberg, Wonya Y. Lucas, Debora A. Plunkett, R. Gerald Turner (All
Independent)

Primary Responsibilities

Perform the functions of a nominating committee

Consider matters of corporate governance

Review developments in the governance area as they affect relations between the Company and its stockholders

Develop and recommend to the Board corporate governance principles and practices for the Company

Make recommendations to the Board with respect to the size, composition, organization and responsibilities of the
Board and its directors

Make recommendations to the Board with respect to the qualifications of directors, candidates for election as
directors, the compensation of directors, and annual independence determinations

Oversee the annual performance self-assessment process by the Board and each of the Audit, Corporate Governance,
Finance and Planning, and Human Resources and Compensation Committees

Finance and Planning Committee
Meetings in Fiscal 2017: 3

Members: Javier G. Teruel (Chair), Paul J. Brown, B. Craig Owens, Lisa A. Payne, Leonard H. Roberts (All
Independent)

Primary Responsibilities

Review the Company s financial policies

Review the Company s financial strategies

Review the Company s capital structure
Human Resources and Compensation Committee

Meetings in Fiscal 2017: 6
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Members: Amanda Ginsberg (Chair), Paul J. Brown, Wonya Y. Lucas, R. Gerald Turner (All Independent)

Primary Responsibilities

Review and administer the Company s annual and long-term incentive compensation plans

Review the administration and operation of certain of the Company s retirement and welfare plans

Set performance goals and objectives for the CEO

Evaluate the performance of the CEO in light of set performance goals and objectives

Take action or make recommendations with respect to the compensation of executive officers, including making a
non-binding recommendation to the independent directors of the Board regarding the compensation level of the CEO

Review succession plans for key Company executives, including the CEO

Review the annual financial and investment performance results of the Company s retirement and welfare plans,
including the annual actuarial valuation reports applicable to such plans

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

The Human Resources and Compensation Committee determines compensation for officers of the Company at the
level of Senior Vice President and above, other than the CEO. The compensation of the CEO is determined by all of

the independent directors of the Board, taking into account the Human Resources and Compensation Committee s
recommendations.

10 2018 Proxy Statement
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The Human Resources and Compensation Committee is composed entirely of persons who are neither Company
associates nor former or current officers of the Company. None of the independent directors of the Board are
Company associates or former or current officers of the Company. There is not, nor was there during fiscal 2017, any
compensation committee interlock or insider participation on the Human Resources and Compensation Committee or
among the independent directors of the Board.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires JCPenney s directors and officers and persons who beneficially own more
than ten percent of a registered class of the Company s equity securities to file initial reports of ownership and reports
of changes in ownership with the SEC. The Company assists its directors and officers by monitoring transactions and
completing and filing Section 16 reports on their behalf. We believe that all filing requirements were met during fiscal
2017.

2018 Proxy Statement 11
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BENEFICIAL OWNERSHIP OF COMMON STOCK

The following table shows, as of March 26, 2018, the beneficial ownership of shares of JCPenney common stock by
(a) each stockholder known to the Company to beneficially own more than 5% of JCPenney common stock, (b) each
present director, all of whom are nominees for re-election at the Annual Meeting, (c) the five most highly
compensated executive officers serving during the last fiscal year, one other executive officer serving during the last
fiscal year who is also deemed to be a named executive officer and one former executive officer who is also deemed
to be a named executive officer, and (d) all present directors and executive officers of the Company as a group.
Beneficial ownership means that the individual has or shares voting power or investment power with respect to the
shares of common stock or the individual has the right to acquire the shares of common stock within 60 days of
March 26, 2018.

Number of shares included in
previous column

which the
Number of shares individual or group has/have the Percent of
beneficially right to acquire within 60 days of  outstanding

Name owned March 26, 2018 common stock®
BlackRock, Inc. 39,458,918 12.58%
The Vanguard Group 27,866,2713) 8.88%
State Street Corporation 24,048,449 7.66%
Directors®)
Paul J. Brown 68,123 43,123 =
Marvin R. Ellison 2,814,785 911,826 *
Amanda Ginsberg 66,566 66,566 =
Wonya Y. Lucas 33,269 33,269 *
B. Craig Owens 81,345 81,345 =
Lisa A. Payne 55,452 55,452 *
Debora A. Plunkett 38,603 38,603 =
Leonard H. Roberts 150,582 132,544 *
Javier G. Teruel 532,324 118,282 =
R. Gerald Turner® 145,844 137,605 *
Ronald W. Tysoe 119,690 94,690 =
Named Executive Officers®(7)
Jeffrey A. Davis 50,000 o
Michael Amend® 157,918 48,930 *
Therace M. Risch 80,079 46,086 =
Michael Robbins 50,086 46,086 *
Andrew S. Drexler 93,082 73,858 =
Edward J. Record® 319,598 96,022 *
All present directors and
executive officers as a group(!) 4,750,801 2,119,037 1.51%
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* Less than 1%.

(1) Calculated based on Rule 13d-3(d)(1)(i) using the number of outstanding shares of common stock as of March 26,
2018.

(2) Based on information set forth in an Amendment No. 6 to Schedule 13G filed with the SEC on January 19, 2018
by BlackRock, Inc. reporting sole power to vote or direct the vote of 38,667,665 shares of JCPenney common
stock and sole power to dispose or direct the disposition of 39,458,918 shares of JCPenney common stock. The
address of BlackRock, Inc. is 55 East 52nd Street, New York, New York 10055.

(3) Based on information set forth in an Amendment No. 4 to Schedule 13G filed with the SEC on February 9, 2018
by The Vanguard Group reporting sole power to vote or direct the vote of 342,991 shares of JCPenney common
stock, shared power to vote or direct the vote of 38,600 shares of JCPenney common stock, sole power to dispose
or direct the disposition of 27,507,619 shares of JCPenney common stock and shared power to dispose or direct
the disposition of 358,652 shares of JCPenney common stock. The address of The Vanguard Group is 100
Vanguard Boulevard, Malvern, Pennsylvania 19355.

12 2018 Proxy Statement
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(4) Based on information set forth in a Schedule 13G filed with the SEC on February 14, 2018 by State Street
Corporation reporting shared power to vote or direct the vote of 24,048,449 shares of JCPenney common
stock and shared power to dispose or direct the disposition of 10,335,851 shares of JCPenney common
stock, which includes 13,712,598 shares of JCPenney common stock held in trust under J. C. Penney
Corporation, Inc. s 401(k) plans. The address of State Street Corporation is State Street Financial Center,

One Lincoln Street, Boston, Massachusetts 02111.

(5) Except as set forth in the footnotes below, each person has sole investment and voting power with respect to the
common stock beneficially owned by such person. Includes only those stock options that are exercisable or
become exercisable within 60 days of March 26, 2018. Does not include restricted stock units that will not vest
within 60 days of March 26, 2018.

(6) Includes 1,742 shares of JCPenney common stock that Dr. Turner holds under the Company s Dividend
Reinvestment Plan with respect to which he shares voting and investment power.

(7) In addition to Mr. Ellison, who also serves as a director.

(8) Stock ownership for Mr. Amend reflects direct holdings as of March 16, 2018, the day on which he left the
Company, along with stock options exercisable and restricted stock units that would vest within 60 days of such
date.

(9) Stock ownership for Mr. Record reflects direct holdings as of July 11, 2017, the last day on which he served as an
executive officer of the Company, along with stock options exercisable and restricted stock units that would vest
within 60 days of such date.

(10) Excludes shares of Mr. Amend and Mr. Record, who no longer serve as executive officers of the Company.

2018 Proxy Statement 13
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PROPOSAL1 ELECTION OF DIRECTORS

The terms of each of the Company s current directors will expire at the 2018 Annual Meeting. Each of the current
directors has been nominated by the Board to serve as a continuing director for a new one-year term expiring at the
2019 Annual Meeting of Stockholders. Each nominee elected as a director will continue in office until his or her
successor has been elected and qualified, or until his or her earlier death, resignation or retirement. We are not aware
of any reason why any of these nominees would not accept the nomination. However, if any of the nominees does not
accept the nomination, or is otherwise unavailable for election, the persons designated as proxies will vote for any
substitute nominee recommended by the Board. Proxies cannot be voted for a greater number of persons than the
number of nominees named.

In determining whether to nominate each of the current directors for another term, the Board considered the factors
discussed above in _Board Diversity. Refreshment. Director Qualifications and Process for Nominations and concluded
that each of the current directors standing for re-election possesses unique talents, backgrounds, perspectives,

attributes and skills that will enable each of them to continue to provide valuable insights to Company management

and play an important role in helping the Company achieve its long-term goals and objectives. As described below in

the experience and qualifications of each of our director nominees, each nominee has achieved an extremely high level
of success in his or her career. The chart below depicts the full range of skills, qualifications and expertise represented

by the director nominees.

Range of Skills, Qualifications and Expertise Represented by Our Nominees

Retail Industry Experience Audit/Financial Reporting
Customer Relations Financial Management/Capital Markets
Human Resources and Compensation Accounting/Tax

Global Operations Management E-Commerce Experience
Executive Experience Brand Management

Board Experience Enterprise Risk Management
Corporate Governance Strategic Planning

Public Company Board Service Store Operations

Sales Experience Merchandising

Logistics Management Marketing

Consumer Industry Experience Sourcing

Cybersecurity Media Industry Experience
Crisis Management Mergers & Acquisitions

Public Affairs Real Estate Industry Experience
Academic Experience Government/Political Experience

It is the Board s policy that no individual who would be age 73 or older at the time of his or her election or re-election
will be eligible to stand for election or re-election to the Board. The Board may waive the age limitation if it deems a
waiver to be in the best interests of the Company and its stockholders. There is no family relationship between any
director or executive officer of the Company.
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The Board recommends a vote FOR each of the nominees for director.
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Nominees for Director

Paul J. Brown, 51 - Director of the Company since 2016.
Chief Executive Officer and Co-Founder, Inspire Brands, Inc.

Committees: Finance and Planning, Human Resources and Compensation

Business Experience: Chief Executive Officer and Co-Founder of Inspire Brands, Inc. (food
industry) (formerly Arby s Restaurant Group, Inc.) since 2013; President, Brands and Commercial
Services of Hilton Worldwide (hospitality) from 2008 to 2013; President of Expedia North
America and Expedia Inc. Partner Services Group (Internet-based travel reservations) from 2005 to
2008; Partner of McKinsey & Co. (consulting) from 2001 to 2005; Director of Lindblad Expedition
Holdings, Inc. from 2015 to 2017; Director of H&R Block, Inc.

Qualifications: Mr. Brown has extensive executive experience in consumer industries, including
food, hospitality and travel, having served as CEO or as an executive of several major U.S.
companies. He brings to the JCPenney Board significant operations, financial management,
e-commerce, brand management and enterprise risk management experience. He also currently
serves on the board of another publicly-traded company.

Marvin R. Ellison, 53 - Director of the Company since 2014.

Chairman of the Board and Chief Executive Officer, J. C. Penney Company, Inc.

Business Experience: Chairman of the Board since 2016, CEO since 2015 and President from
2014 to 2015 of JCPenney; Executive Vice President - U.S. Stores of The Home Depot, Inc. (home
improvement retailer) from 2008 to 2014, with which he served in positions of increasing
importance since 2002, including as President - Northern Division from 2006 to 2008, Senior Vice
President - Logistics from 2005 to 2006, Vice President - Logistics from 2004 to 2005, and Vice
President - Loss Prevention from 2002 to 2004; Target Corporation (retailer) from 1987 to 2002,
with which he served in a variety of operational roles; Director of H&R Block, Inc. from 2011 to
2014; Director of FedEx Corporation; Director of the Retail Industry Leaders Association (RILA);
Director of the National Retail Federation.
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Qualifications: Mr. Ellison has extensive experience in the retail industry, including executive
experience with a major U.S. retailer. He brings considerable knowledge of operations and sales
including experience managing a large network of stores and associates as well as insights and
perspectives on managing global logistics networks. He also currently serves on the board of
another publicly-traded company.
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Amanda Ginsberg, 48 - Director of the Company since 2015.
Chief Executive Officer and Director, Match Group, Inc.

Committees: Corporate Governance, Human Resources and Compensation (Chair)

Business Experience: Chief Executive Officer since January 2018 and Director since December
2017, Match Group, Inc. (Internet-based dating service); Chief Executive Officer of Match Group
Americas from 2015 to 2017; Chief Executive Officer of The Princeton Review (test preparation
and college admission services) from 2014 to 2015; Chief Executive Officer of Tutor.com
(Internet-based on-demand instructional solutions) from 2013 to 2015; Chief Executive Officer
from 2012 to 2013 and Senior Vice President and General Manager from 2008 to 2012 of
Match.com (Internet-based dating service); Vice President and General Manager of Chemistry.com
(Internet-based dating service) from 2006 to 2008; Director of Care.com, Inc. from 2012 to 2014.

Qualifications: Ms. Ginsberg has extensive operational and senior management experience with
consumer Internet companies, including service as Chief Executive Officer of a leading provider of
Internet-based dating products, a leading test preparation company and a leading on-demand
learning solutions company. She brings extensive knowledge of online consumer engagement to
the JCPenney Board as well as considerable executive experience managing operations and
strategic planning.

Wonya Y. Lucas, 56 - Director of the Company since August 2017.
President and Chief Executive Officer, Public Broadcasting Atlanta
Committees: Corporate Governance, Human Resources and Compensation

Business Experience: President and Chief Executive Officer, Public Broadcasting Atlanta (media
company) since 2015; President of Lucas Strategic Consultants LLC (media strategy consulting)
from 2013 to 2015; President and Chief Executive Officer of TV One (television network) from
2011 to 2013; Executive Vice President and Chief Operating Officer, Discovery Channel and
Science Channel, of Discovery Communications, Inc. (media company) from 2010 to 2011;
Executive Vice President and Global Chief Marketing Officer of Discovery Communications, Inc.
from 2008 to 2010; Executive Vice President, General Manager of The Weather Channel
Companies (television network) from 2004 to 2008; Executive Vice President, Strategic Marketing,
of The Weather Channel Companies from 2002 to 2004; Turner Broadcasting System, a division of
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Time Warner, Inc. (mass media company) from 1994 to 2002, with which she served in a variety of
marketing and strategy roles.

Qualifications: Ms. Lucas has more than 20 years of media and marketing experience, having
served as Chief Marketing Officer of several well-known television networks and in multiple
media and marketing roles with a large broadcasting network. She also has over 15 years of
leadership and executive experience, having served as Chief Executive Officer of two media
companies and in an executive role for two well-known television networks. With her background,
Ms. Lucas bring extensive insights and perspectives on marketing, interfacing with media
companies, and operations to the JCPenney Board.
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B. Craig Owens, 63 - Director of the Company since 2014.
Retired Chief Financial Officer and Chief Administrative Officer, Campbell Soup Company

Committees: Audit (Chair), Finance and Planning

Business Experience: Retired Senior Vice President, Chief Financial Officer and Chief
Administrative Officer (2008 to 2014) of Campbell Soup Company; Executive Vice President and
Chief Financial Officer of Delhaize Group (grocery retailer) from 2001 to 2008; served in various
positions of increasing importance with The Coca-Cola Company (beverages) and its bottlers from
1981 to 2001; Director of Pall Corporation from 2011 to 2015; Director of Dean Foods Company;
Director of AptarGroup, Inc.; Trustee of Washington and Lee University.

Qualifications: Mr. Owens has extensive experience in the consumer food and beverage
industries, including service as Chief Financial Officer of a leading publicly-traded consumer food
company. He also has considerable knowledge of the retail industry, having served as Chief
Financial Officer of a leading international grocery retailer. He brings significant financial
expertise to the JCPenney Board including all aspects of financial reporting, accounting, corporate
finance and capital markets, as well as considerable experience managing supply chain and
information technology organizations. As a result of his executive experience, he also has a deep
understanding of operations and strategic planning. He also currently serves on the boards of two
other publicly-traded companies.

Lisa A. Payne, 59 - Director of the Company since 2016.
Retired Vice Chairman and Chief Financial Officer, Taubman Centers, Inc.

Committees: Audit, Finance and Planning

Business Experience: Chairman of the Board of Soave Enterprises, LLC (diversified management
and investment company) and President of Soave Real Estate Group from 2016 to 2017; Retired
Vice Chairman and Chief Financial Officer (2005 to 2016) of Taubman Centers, Inc. (real estate
investment trust), where she held various positions since 1997, including Director from 1997 to
2016 and Executive Vice President and Chief Financial and Administrative Officer from 1997 to
2005; Vice President of Goldman, Sachs & Co. (finance) from 1996 to 1997, where she held
various positions between 1986 and 1996; Director of Masco Corporation and Rockwell
Automation, Inc.; Trustee of Munder Series Trust and Munder Series Trust, I from 2005 to 2014.
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Qualifications: Ms. Payne has extensive accounting and financial experience in the regional mall
and real estate industries, including service as the Chief Financial Officer of a leading retail
management and real estate development company. She also brings extensive corporate finance
experience from her past experience as an investment banker with a leading investment banking
firm. As a result of her executive experience, she also has a deep understanding of operations and
strategic planning. Ms. Payne s Board and Board committee experience also provides her with
significant insight as to governance and compliance-related matters of public companies.
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Debora A. Plunkett, 58 - Director of the Company since March 2017.
Principal, Plunkett Associates LLC

Committees: Audit, Corporate Governance

Business Experience: Principal, Plunkett Associates LL.C (cybersecurity consulting) since 2016;
Senior Fellow, Harvard University since July 2017; Adjunct Professor, University of Maryland
College Graduate School since 2014; Senior Advisor to the Director of the United States National
Security Agency (NSA) from 2014 to 2016, with which she served in positions of increasing
importance since 1984, including Director, Information Assurance Directorate, from 2010 to 2014,
Deputy Director of Information Assurance from 2008 to 2010, and in various senior executive,
supervisory and analytic roles from 1984 to 2008; Director, Office of Transnational Threats, United
States National Security Council at the United States White House from 2000 to 2001.

Qualifications: Ms. Plunkett has more than 30 years of cybersecurity experience, having served as
a Director on the United States National Security Council of the White House and in multiple
cybersecurity roles with the United States National Security Agency. In addition, her past
experience provides her with perspective into the challenges of managing large, complex,
multi-faceted organizations. Ms. Plunkett also brings to the Board a valuable and different
perspective due to her extensive background in public policy.

Leonard H. Roberts, 69 - Director of the Company since 2002.
Retired Chairman and Chief Executive Officer, RadioShack Corporation
Committees: Audit, Finance and Planning

Business Experience: Retired Chairman and Chief Executive Officer of RadioShack Corporation
(consumer electronics), with which he served as Executive Chairman of the Board from 2005 to
2006, Chairman of the Board and Chief Executive Officer from 1999 to 2005, President from 1993
to 2000, and a Director from 1997 to 2006; Chairman and Chief Executive Officer of Shoney s, Inc.
(restaurants) from 1990 to 1993; President and Chief Executive Officer of Arby s, Inc. (restaurants)
from 1985 to 1990; Director of Rent-A-Center, Inc. from 2006 to 2017; Director of Tarrant County
Safe City Commission; Director and Former Chairman of the Board of Directors of Texas Health
Resources.
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Qualifications: Mr. Roberts has extensive executive and board experience in the retail industry,
including service as the Chairman and as the CEO of a publicly-traded consumer electronics

retailer and CEO positions with two restaurant operators. With this background, he has insights and

perspectives on delivering merchandise and services to consumers, which he brings to the
JCPenney Board. As a result of his extensive executive experience, he also brings financial
expertise to the Board.
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Javier G. Teruel, 67 - Director of the Company since 2008.
Partner, Spectron Desarrollo, SC and Chairman, Alta Growth Capital

Committees: Audit, Finance and Planning (Chair)

Business Experience: Partner of Spectron Desarrollo, SC (investment management and
consulting) since 2007; Chairman of Alta Growth Capital (private equity) since 2012; Retired Vice
Chairman (2004 to 2007) of Colgate-Palmolive Company (consumer products), with which he
served in positions of increasing importance since 1971, including as Executive Vice President
responsible for Asia, Central Europe, Africa and Hill s Pet Nutrition, Vice President of Body Care
in Global Business Development in New York, President and General Manager of Colgate-Mexico,
President of Colgate-Europe, and Chief Growth Officer responsible for the company s growth
functions; Director of Starbucks Corporation; Director of Nielsen Holdings.

Qualifications: Mr. Teruel has extensive executive experience in the consumer products industry.
He brings to the JCPenney Board considerable product development, merchandising and marketing
skills and perspectives. His broad international experience also provides unique insights relevant to
the Company s product sourcing initiatives. Mr. Teruel brings the benefits of service on the boards
of other publicly-traded companies to the JCPenney Board, including financial expertise resulting
from his service as the former chair of the audit committee of one of the boards.

R. Gerald Turner, 72 - Director of the Company since 1995.

President, Southern Methodist University

Committees: Corporate Governance, Human Resources and Compensation

Business Experience: President of Southern Methodist University since 1995; Chancellor of the
University of Mississippi from 1984 to 1995; Co-Chairman, Knight Commission on Intercollegiate
Athletics from 2005 to 2015; Director of Kronos Worldwide, Inc. and American Beacon Funds;
Director of Methodist Hospital Foundation and the Salvation Army of Dallas.
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Qualifications: Dr. Turner s extensive career in academia provides the Company with valuable
insights and perspectives on communicating with younger customers and associates. He also brings
experience and skills in human resources and management. Dr. Turner s current experience as
president of a leading university provides him with perspective into the challenges of managing
complex, multi-faceted organizations. In addition, his service on the boards of other publicly-traded
companies, including committee service, has given him insights and perspectives on governance
and human resources and compensation which benefit the JCPenney Board.
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Ronald W. Tysoe, 64 - Director of the Company since 2013.
Former Vice Chairman of Finance and Real Estate, Federated Department Stores, Inc.
Committees: Corporate Governance (Chair)

Lead Independent Director

Business Experience: Vice Chairman of Finance and Real Estate of Federated Department Stores,
Inc. (now Macy s, Inc.) from 1990 to 2006 and Chief Financial Officer from 1990 to 1997; Senior
Advisor of Perella Weinberg Partners LP (global, independent advisory and asset management
firm) from 2006 to 2007; Director of Pzena Investment Management Inc. from 2008 to 2013;
Director of Scripps Networks Interactive, Inc. from 2008 to 2018; Director of Canadian Imperial
Bank of Commerce; Director of Cintas Corporation; Director of Taubman Centers, Inc.

Qualifications: Mr. Tysoe has extensive experience in the retail industry, including executive and
board experience with a major U.S. retailer. He provides valuable insights and perspectives to the
Board as a result of his considerable financial and real estate experience. He also brings the
benefits of service on the boards of other publicly-traded companies, including expertise in
corporate strategy, compensation and corporate governance.
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Dear Fellow Stockholders,

On behalf of the Human Resources and Compensation Committee of your Board, let me first thank you for your
continued support. Our Committee is comprised solely of independent directors, and we take seriously our
responsibilities to our stockholders. Our goal is to design pay programs that only provide significant rewards to
executives when JCPenney successfully executes on its strategic priorities.

Our Environment and Leadership Transitions

As you are aware, the retail industry continues to undergo significant transformation. As we review JCPenney s
executive compensation program and make decisions regarding executive pay, we continue to be mindful of the
dramatic changes occurring within the industry. We must also take into account changes in national economic
conditions, particularly rising wages and low unemployment levels, as each contributes to the competitiveness of the
executive talent market.

In 2017, JCPenney continued to make progress on its strategic initiatives and made changes to its leadership team to
further that progress. To streamline decision-making and promote greater agility within the Company s merchandise
buying teams, the Company eliminated the position of Chief Merchant to better ensure the Company remains nimble
and flexible amid the constant change and transformation in the retail environment. More recently, in March 2018, the
Company further streamlined its organizational structure by consolidating the merchandise buying teams and stores
organization under the leadership of the Company s newly created position of Chief Customer Officer and
consolidated the information technology and omnichannel functions under the newly created position of Chief
Information/Digital Officer.

In addition, Jeffrey Davis joined the Company in July as Chief Financial Officer following the departure of Edward
Record. Mr. Davis brings decades of finance, treasury and strategy experience from a host of leading companies. His
expertise is a tremendous asset to JCPenney as it continues to differentiate its business in a competitive retail climate.

With these changes, we believe the Company has the right leadership team in place to successfully navigate JCPenney
through its strategic initiatives.

Programs Designed to Compete for Talent

In order to attract and retain the appropriate leadership team, we need to provide pay opportunities commensurate with
the market for executive talent. The following pages detail the Company s executive compensation program, which we
believe allows the Company to properly compete for talent and is strongly aligned with the long-term interests of
investors as well as near-term business performance. In that regard, we note the following:

Annual bonus payouts based only on financial goals. Awards under the annual cash bonus plan for senior

executives are based solely on financial performance. Bonus payments for 2017 could only be earned if
sales, operating profit and gross margin results exceeded explicit, seasonally-based goals. We believe we
have set challenging targets for the program and that the payouts under the program vary as intended based
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Long-term performance awards tied to three year financial goals. The vast majority of the Company s

long-term incentive program rewards only for longer-term performance. The 2017 performance-based
restricted stock unit award pays out only if JCPenney achieves EBITDA results for fiscal 2019 (the final
year of the program) that reflect a significant increase over the level achieved in fiscal 2016.

Peer group and benchmarking. We benchmark pay for executives against a carefully-constructed peer group
limited to retailers. In selecting the peer group, the Committee places a high priority on industry and the
similarity of business models and products sold, rather than strict size constraints that do not fully consider
the magnitude and scope of JCPenney s operations. To ensure objectivity as compensation levels are set, the
Committee s independent compensation consultant takes the lead in conducting any analyses used to
establish competitive market pay levels for members of the senior leadership team.

Retentive actions. In March 2017, partly in light of the tightening executive labor market, the Company
provided supplemental equity grants to several of its key senior leaders, excluding the CEO and CFO. These
retention-focused awards were granted to reflect the critical nature of the leaders roles, particularly in the
areas of omnichannel and information technology where high-quality leaders are often in demand, and to
recognize their significant contributions in driving the Company s strategies, as well as to better ensure that
the Company retains these high-caliber executives over the longer term. These awards contained the same
restrictive covenants as those included in the annual long-term equity incentive awards to executive officers,
including non-competition and non-solicitation covenants.

Each year, we conduct a rigorous review of market practices to ensure the Company s programs remain current and

relevant. We also critique our incentive designs each year with the goal of identifying any changes that would better

support our business and compensation objectives, both immediate and longer-term.

In Conclusion
We continue to be excited about the Company s progress towards achieving its strategic priorities. At the same time,

we are committed to doing all that we can to ensure we have the compensation programs in place to drive long-term
stockholder value.

Amanda Ginsberg
Chair, Human Resources and

Compensation Committee
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Executive Summary

Our compensation philosophy is integrated with JCPenney s core values and business strategy. Our core values were
first stated in The Penney Idea, which was adopted in 1913 and which includes the principle that we will reward men
and women in our organization through participation in what the business produces. This principle endures today in
our executive compensation policies that link pay for performance and align the pay of our named executive officers
with the interests of our stockholders.

Leadership. Our named executive officers for the fiscal year ended February 3, 2018 are listed below.

Name Title

Marvin R. Ellison Chairman of the Board and Chief Executive Officer

Jeffrey A. Davis Executive Vice President and Chief Financial Officer

Michael Amend* Executive Vice President, Omnichannel

Therace M. Risch Executive Vice President and Chief Information/Digital
Officer

Michael Robbins Executive Vice President, Supply Chain

Andrew S. Drexler Senior Vice President, Chief Accounting Officer and
Controller

*  Mr. Amend left the Company on March 16, 2018.
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On July 24, 2017, Jeftrey A. Davis succeeded Edward J. Record as Executive Vice President and Chief Financial
Officer of the Company. Mr. Record stepped down from that position effective July 11, 2017. Andrew S. Drexler
served as interim Chief Financial Officer of the Company from July 11, 2017 to July 23, 2017.

Business Performance. In fiscal 2017, the Company delivered increases in comparable store sales and adjusted
earnings per share and was able to reduce a significant amount of outstanding debt. Fiscal 2017 was the second
consecutive year of positive adjusted earnings per share. In addition, store
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closures during 2017 impacted total net sales, cost of goods sold and net income/loss. Specifically, for the 2017 fiscal
year, the Company delivered the following results:

Comparable store sales increase of 0.1% from the 2016 fiscal year;
Total net sales of $12.51 billion, a 0.3% decrease compared to fiscal 2016;
Reduction of outstanding debt levels by over $600 million;
Over $200 million of free cash flow;
Cost of goods sold, which excludes depreciation and amortization, of $8.17 billion, or 65.4% of sales,
compared to $8.07 billion, or 64.3% of sales, in fiscal 2016;
A reduction in selling, general and administrative expenses by $70 million to $3.47 billion, or 27.7% of
sales, representing a 50 basis point decrease as a percentage of sales compared to fiscal 2016;
Net loss of $116 million, or ($0.37) per share, compared to net income of $1 million, or $0.00 per share, in
fiscal 2016;
An increase in adjusted net income of $44 million to $68 million, or $0.22 per share, compared to adjusted
net income of $24 million, or $0.08 per share, in fiscal 2016; and
Adjusted EBITDA of $972 million, compared to $1.01 billion in fiscal 2016.
Please see pages 34-37 of the Company s Annual Report on Form 10-K for a discussion of non-GAAP financial
measures.

Components of 2017 Compensation and Alignment with Performance. The following table outlines the key

components of our named executive officers 2017 compensation, and highlights the impact of our performance during
this fiscal year on each element.
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Element Key Characteristics Link to Performance
Base Salary Fixed component payable in cash Merit increases for select NEOs based on
individual performance

Set based on responsibilities of the position
with consideration of peer group and
market survey data

Reflects individual experience,
performance and tenure
Annual Bonus Performance-based cash program Overall payouts earned by executive officers
were 83.2% of target annual awards

Split into Spring and Fall performance

periods weighted 40% and 60%, For 2017, replaced gross profit return on
respectively, to reflect seasonal business inventory with gross margin and equally
cycle weighted operating profit and gross margin

to better reflect efficiency initiatives and
align with near-term objectives

For both periods, awards are tied to the
following financial metrics:

Sales: 50%

Operating Profit: 25%

Gross Margin: 25%

Long-term Incentives Performance-based equity grants that focus Payouts of 2016 and 2017 grants will be
on long-term value creation and growth determined based on 2018 and 2019 results,
Performance-based strategy respectively
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Cover 3-year performance periods, and can
be earned for achieving pre-set financial
goals Based on 2017 EBITDA, the 2017 portion of
the 2015 grant was earned at 56.4% of
target, reflecting the pay for performance
aspect of the grant
2017 grants tied to adjusted EBITDA goal
for fiscal 2019

2016 grants tied to adjusted EBITDA goal
for fiscal 2018

2015 grants tied to adjusted EBITDA
goals for each of 2015, 2016 and 2017

Shares earned are distributed at end of
3-year performance period

Equity awards that only deliver value if Varies with stock price. At year end, 2017
stock price increases after the date of grant grants were underwater

Provides alignment with stockholder
interests

Vest ratably over 3 years

Equity awards that deliver value based on  Year-end value was 40.6% lower than grant
stock price date value, commensurate with stock price
decline during the year

3-year cliff vesting promotes retention

Aligns economic interests of executives
with stockholders
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New Executive Officer Compensation. In connection with the commencement of Mr. Davis employment, we agreed to
provide him with the following compensation:

Base salary. 2017 annualized base salary of $700,000
Annual bonus. Participation in the annual bonus program with a target annual bonus for 2017 equal to 75%
of base salary, which was prorated to reflect his date of hire
Cash bonus. A one-time cash signing bonus of $50,000
Equity awards. Participation in the annual long-term equity incentive award program in a manner consistent
with other senior executive officers
2017 annual equity award having a $500,000 grant date value consisting of 50% PBRSUs, 25%
TBRSUs and 25% stock options
Planned equity dollar value of $1,000,000 for 2018
In connection with his election as interim Chief Financial Officer in July, Mr. Drexler received a one-time cash bonus
of $50,000.

Pay Mix. The charts below show the Compensation Mix for fiscal 2017 for Mr. Ellison and the annualized
Compensation Mix for our other named executive officers (other than Mr. Drexler) as a group. The charts illustrate
our emphasis on performance-based at risk compensation, which for this purpose includes performance-based cash
bonus, performance-based restricted stock units, and stock options. Specifically, in fiscal 2017, performance-based
compensation comprised 71% of Mr. Ellison s target annual pay and 57% of target annual pay for our other named
executive officers. The charts below reflect 2017 target annual compensation: base salary, the target
performance-based cash bonus opportunity and the dollar value of annual equity awards granted. The charts below do
not reflect compensation provided in connection with commencement of employment and also do not include the
value of one-time performance or retention awards.

CEO Realizable Pay. The value of actual pay that can be realized can, and often does, differ substantially from the
intended compensation values. To further demonstrate the link between CEO compensation and Company
performance, the chart below compares Mr. Ellison s 2015, 2016 and 2017 target compensation and realizable pay as
of the end of fiscal 2017. As the chart illustrates, Mr. Ellison s target compensation has not been increased during this
3-year period. When comparing the realizable pay amounts from 2015 and 2016 shown in the chart below to the
realizable pay amounts for the same years as of the end of fiscal 2016, which were approximately $10.3 million and
$5.2 million, respectively, realizable pay for the target compensation awarded in each of 2015 and 2016 decreased by
at least 26%.
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(1) Target compensation includes base salary, the target annual cash bonus award value (including a supplemental
one-time award in 2015) and the grant date value of long-term incentive awards.

(2) Realizable compensation includes base salary, the annual cash bonus amount earned and the fiscal 2017 year-end
value of long-term incentive awards as follows: (a) the intrinsic value of stock options, (b) TBRSUs valued at
year-end stock price and (c) PBRSUs valued at year-end stock price as follows: 2015 award valued at the earned
amount, and 2016 and 2017 awards valued at target as performance results cannot yet be determined.
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Key Features of Our Executive Compensation Program. The Company s executive compensation program includes

key features that align the interests of the named executive officers with stockholders.

What We Do

Majority of pay is based on Company financial performance and is not guaranteed

Balance the focus of our short-term and long-term incentive programs by using different performance metrics for
each plan

Multiple long-term incentive vehicles link pay to internal performance goals and/or to external market
performance

Impose robust stock ownership guidelines, with holding requirement for CEO until guideline is met

Have clawback policy for both cash and equity awards

Impose stringent restrictive covenants on those who receive awards under our long-term incentive program

Conduct annual risk assessment of executive pay programs

Review tally sheets for executive officers

Independent compensation consultant who reports only to the Human Resources and Compensation Committee
What We Don _t Do

i No excise tax gross ups

=

No single trigger change in control plans
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No hedging or pledging of Company stock

=

No stock options granted below fair market value

=

No option repricing without stockholder approval

2017 Say-on-Pay Vote and Stockholder Outreach

Approximately 91% of votes cast by the Company s stockholders at the 2017 annual meeting were cast in favor of the
Company s executive compensation program. The Human Resources and Compensation Committee (the Committee)
continues to evaluate the Company s compensation programs in light of the Company s evolving business
circumstances, but made no specific changes given the high level of stockholder support for our existing programs.
The Committee s goal is to ensure the Company has the appropriate compensation programs in place to most
effectively link pay-for-performance, to create stockholder value over the long-term, to be consistent with good
governance practices, to attract and retain critical talent and to align with the Company s business strategies.

Even though we received a high level of stockholder support at the 2017 annual meeting, we reached out to
stockholders representing over 50% of our outstanding common stock to solicit feedback. We did not receive any
feedback on our executive compensation program from such stockholders as a result of that outreach. We believe a
continuing, constructive dialogue with our long-term stockholders on matters such as executive compensation and
corporate governance matters will ensure that our programs remain aligned with their interests. We welcome
stockholder feedback as a way to provide us with further insight and understanding of their views on our programs.
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Establishing Our Executive Compensation Program

Role of the Human Resources and Compensation Committee. The Committee is responsible for establishing and

implementing our executive compensation program. Each member of the Committee is independent under the listing
standards of the New York Stock Exchange (NYSE).

The Committee determines compensation for officers of the Company at the level of Senior Vice President and above,
other than the CEO. The compensation of the CEO is determined by all of the independent directors of the Board of
Directors (the Board), taking into account the Committee s recommendations.

As part of the Committee s deliberations, the CEO makes compensation recommendations for the executive officers
other than himself. The Committee considers these recommendations in making its determinations.

Role of Independent Compensation Consultant. The Committee engages an independent consultant to assist in its
deliberations and decision-making regarding executive compensation. The Committee s consultant provides current
market research and analyses against which executive compensation programs and proposals can be evaluated,
including a review of competitive market trends and design practices, a review of the Company s peer group, and
market benchmarking for officers at the level of Senior Vice President and above. The independent consultant does
not assist the Board on director compensation matters. The Committee has sole authority to retain and terminate its
consultant and sole authority to approve the fees and other terms of the engagement of its consultant. The independent
consultant reports directly to the Committee and does not work for the Company s management in any capacity.

For fiscal 2017, the Committee retained Meridian Compensation Partners LLC (Meridian) as its independent
consultant. In retaining Meridian as its consultant, the Committee considered all factors relevant to Meridian s
independence from management in accordance with the listing standards of the NYSE.

Role of Management. Management makes recommendations to the Committee regarding the design and
implementation of our executive compensation programs. Management works with its outside executive compensation
consultant, Frederic W. Cook & Co., Inc. (FW Cook), in making recommendations that are consistent with the
Company s philosophy and objectives. The Committee may review data and analyses provided by management and its
consultant. FW Cook does not work for the Committee or the Board in any capacity.

Role of Peer Companies and Benchmarking. Understanding the competitive market for executive talent in our
industry is critical to ensuring that we can attract and retain a strong leadership team. Accordingly, we benchmark the
competitiveness of pay for our named executive officers, and for our various compensation programs in general,
against the practices of a carefully-constructed and select group of retailers we view as our peers.

For 2017, the Committee selected the following companies as our benchmarking peers:

Ascena Retail Group, Inc. L Brands, Inc. Sears Holdings Corp.
Bed Bath & Beyond Inc. Macy s, Inc. Staples, Inc.
Best Buy Co., Inc. Nordstrom, Inc. Target Corp.
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Gap, Inc. Office Depot, Inc. TJX Companies, Inc.
Kohl s Corp. Ross Stores, Inc.
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In selecting this peer group, the Committee focused on retailers with business characteristics similar to ours and that
align with the Company s strategic direction. In general, the peer group includes mall anchors, department stores and
other retailers who offer the same or similar products in most cases, whose customers are influenced by similar broad
economic trends in spending and whose operations are primarily domestic.

The Committee considers various size parameters in choosing the peer group. Although the focus is on peers with
revenues, market cap and enterprise values that typically range between 0.33x-3.0x of ours, the current peer group
deliberately includes a few companies outside this range because we view them as key competitors for executive
talent. Further, although market cap is often cited in peer group selection, at present the Committee views enterprise
value as more relevant in light of our current capital structure, with the result that a significant majority of the peers
fell within the prescribed range of enterprise values.

The Committee reviews and approves the peer group each year, and in so doing considers information provided by the
Committee s independent consultant and management. For 2018, the Committee re-evaluated the composition of the
peer group and determined that it continues to reflect our key competitors for executive talent. Based on this
conclusion, the Committee determined that the peer group remains appropriate and that changes were not necessary.

We also review retail industry surveys to benchmark pay for executive officer positions for which proxy peer group
data are not available. The Committee uses market data as one point of reference when making compensation
decisions but also considers individual and Company performance as well as individual growth and experience
relevant to the associate s position.

For fiscal 2017, a key element of our compensation benchmarking philosophy was to target total direct compensation
for our executive officers at or around the median percentile of the national market represented by our peer group
and/or survey data for relevant positions. Where necessary, we may target total direct compensation above or below
the median percentile to reflect role complexity, individuals experience in the role, internal equity, individual
performance, and other factors deemed relevant by the Committee. Based on the compensation analysis reviewed by
the Committee in late 2017, the total target direct compensation for our CEO fell below the median of the peer group.

Internal Pay Relationships. Our compensation philosophy reflects the importance of offering a competitive target
compensation package. In general, the differences in pay between the named executive officers relative to each other
and to the CEOQ, as well as to non-managerial associates, are based on market differences for the particular job, job
responsibilities and scope, and adjustments for individual experience and performance, rather than a pre-determined
ratio or multiple.

Relationship of Executive Compensation to Risk. In connection with fulfilling its responsibilities, the Committee
considers whether the design of the Company s executive compensation program encourages executives to engage in
excessive risk-taking. The Committee reviews the overall program design, as well as the balance between short-term
and long-term compensation, the metrics used to measure performance and the total award opportunity under the
Company s incentive compensation program, and other features designed to mitigate risk such as incentive caps,
vesting requirements, stock ownership guidelines, the Company s insider trading policy, the Company s claw-back
policy and the Company s prohibition on hedging and pledging of Company securities by directors and senior
management. Based on its review, the Committee believes that the Company s executive compensation program is
aligned with the interests of stockholders, appropriately rewards pay for performance and does not promote
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Compensation of Our Named Executive Officers

In 2017, our executive compensation program had three principal components:

Base salary;

Annual cash bonus awards; and

Long-term equity incentive awards.
Consistent with our pay-for-performance philosophy, the majority of the compensation opportunity in fiscal 2017 for
our named executive officers was linked to Company performance. We believe that our combination of annual cash
bonus awards and long-term incentive awards strikes the appropriate balance between our near-term focus on
Company performance and our long-term focus on stockholder value creation.

Base Salary. We review base salaries annually, and focus on ensuring that they are competitive based on market data
for comparable positions at companies in our peer group. Merit increases are intended to reward individual
performance and ensure that the individual s base salary remains competitive for the position and level of
responsibility. Periodically, we also make adjustments to ensure that the salary for a key role remains competitive with
the market.

Several of our named executive officers received merit increases at the beginning of fiscal 2017 to reward individual
performance, as outlined below. The Summary Compensation Table presents the named executive officers actual
salaries for 2017.

Prior Year Salary
Base After Percentage
Name Salary Adjustment Change Basis for Adjustment
Marvin R. Ellison $ 1,450,000 $ 1,450,000 No adjustment
Jeffrey A. Davis $ 700,000 Newly hired in July 2017
Michael Amend $ 600,000 $ 630,000 5.0%  Merit increase
Therace M. Risch $ 600,000 $ 627,000 4.5%  Merit increase
Michael Robbins $ 600,000 $ 612,000 2.0%  Merit increase
Andrew S. Drexler $ 391,400 $ 401,185 2.5%  Merit increase

Since Mr. Davis joined the Company in July, his base salary was prorated for the portion of the fiscal year for which
he was employed by the Company.

Annual Cash Bonus Awards. Annual cash bonuses are determined and paid pursuant to the Management Incentive
Compensation Program (MICP), which provides named executive officers as well as other management associates the
opportunity to earn cash awards based on the achievement of specified Company goals. For fiscal 2017, the annual
cash bonus was again split into a Spring performance period and a Fall performance period to better align with key
near-term objectives and to reflect the volatility of the retail sector. The plans are structured as follows:
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The Spring period measured performance for the first and second fiscal quarters, and the Fall period
measured performance for the third and fourth fiscal quarters.

To align with the Company s business cycle, the Spring and Fall performance periods accounted for 40% and
60%, respectively, of each named executive officer s annual target bonus opportunity.

To increase retention, payouts for the named executive officers for both performance periods are only made
after the end of the fiscal year.
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The program structure provides each participant with an annual target bonus opportunity that is a percentage of the
individual s base pay. The range of potential payouts for each of the named executive officers is presented in the
Grants of Plan-Based Awards Table.

The fiscal 2017 annual target bonus opportunity for each of our named executive officers is shown below. Targets for
2017 were at the same level as for the prior year (other than for Mr. Davis who joined the Company in July 2017).

Mr. Davis annual target bonus opportunity was established when he joined the Company. Since Mr. Davis joined the
Company after July 1, he was not eligible to receive an award for the Spring performance period of the annual cash
bonus program.

Annual Target

Bonus Opportunity
Name (% of Salary)

Marvin R. Ellison 175%
Jeffrey A. Davis 75%
Michael Amend T5%
Therace M. Risch 75%
Michael Robbins T5%
Andrew S. Drexler 50%

For the named executive officers, both the Spring and Fall performance periods provided that awards could be earned
based on performance against pre-established goals for the Company s sales, operating profit and gross margin. The
metrics were weighted as follows:

Metric Weighting
Sales 50%
Operating Profit 25%
Gross Margin 25%

The Committee and, with respect to the CEO, the independent directors of the Board, selected these metrics to drive
revenue growth, increases in market share and the development of new initiatives while also maintaining a focus on
profitability. The weighting for the operating profit metric was decreased from 30% to 25% in 2017 and gross profit
return on inventory (GPROI) was replaced with gross margin with a 25% weighting to increase focus on key
efficiency initiatives. The weighting for the sales metric was unchanged from 2016 to reflect the emphasis on driving
top line results. Results for each metric in the annual cash bonus program are measured separately.

For purposes of the bonus program, gross margin was determined by subtracting the cost of goods sold (exclusive of
depreciation and amortization) for the applicable period from total net sales for the same period. Operating profit was
defined as operating income/(loss) excluding qualified and supplemental pension expense, bonus and equity expense,
real estate and other, and restructuring and management transition charges. The Committee and the independent
directors chose to exclude those items because they are not directly related to the Company s ongoing core business
operations, which consist of selling merchandise and services to consumers through the Company s department stores
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and website. In addition, qualified and supplemental pension plan expense are determined using numerous complex
assumptions about changes in pension assets and liabilities that are subject to factors beyond the Company s control,
such as market volatility.
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Performance goals for each of the Spring and Fall plans were established at the beginning of the respective
performance periods, taking into account both historical results and the Company s plans at the beginning of each
period as well as expectations in light of the then current business climate and the Company s strategic initiatives. The
target Operating Profit and Gross Margin goals for the 2017 Spring and Fall performance periods were set above the
actual results achieved for the comparable periods in 2016. The target Sales goal for the 2017 Spring performance
period was set below the target goal for the 2016 Spring period while the target Sales goal for the 2017 Fall
performance period was set below the target goal and actual results for the 2016 Fall period, each as a result of store
closures announced in early 2017.

At the end of each performance period, a payout factor ranging from 25% to 200% of the target bonus opportunity
was calculated for each metric based on performance results achieved. For each component, no payout would occur
for results below the threshold goal.

Spring Performance Period. The performance goals, potential payout levels and actual awards earned for the Spring
performance period are indicated below. Based on the Company s performance and the relative weightings of each of
the performance metrics, each of the named executive officers (other than Mr. Davis) earned cash bonuses equal to
62.7% of their respective Spring performance period target opportunities. As previously stated, Mr. Davis was not
eligible to receive an award for the Spring performance period because he joined the Company after July 1.

Threshold Target Maximum
Performance Metric Weighting (25%) (100%) (200%) Actual Payout %

Sales ($ in millions) 50% $ 5,533 $ 5,764 $ 5,994 $5,668 68.1%
Operating Profit ($ in

millions) 25% % 68 $ 168 $ 318 $§ 94 44.5%
Gross Margin ($ in millions) 25% $ 1,895 $ 2,106 $ 2317 $2,022 70.0%
Cash Bonus earned as percent of Spring Bonus opportunity (40% weighting) 62.7 %

Fall Performance Period. The performance goals, potential payout levels and actual awards earned for the Fall
performance period are indicated below. Based on the Company s performance and the relative weightings of each of
the performance metrics, each of the named executive officers earned cash bonuses equal to 96.9% of their respective
Fall performance period target opportunities. As shown below, the Company s Sales performance for the Fall
performance period exceeded the target Sales goal and the Company s expectations due in part to adjustments in the
Company s strategy during the second half of the year, including additional focus on the Company s beauty segment
and home refresh initiatives as well as the launch of new categories for the holiday season. These strategy shifts
ultimately led to an improvement in the Company s Sales performance during the second half of the year.

Threshold Target Maximum
Performance Metric Weighting (25%) (100%) (200%) Actual Payout %

Sales ($ in millions) 50% $ 6,455 $ 6,723 $ 6,992 $6,838 142.5%
Operating Profit ($ in
millions) 25% $ 307 $ 407 $ 557 $ 307 25.0%
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Gross Margin ($ in millions) 25% $ 2,144 $ 2,382 $ 2,620 $2,310 77.5%

Cash Bonus earned as percent of Fall Bonus opportunity (60% weighting) 96.9 %
Note: For both the Spring and Fall plans, the payout percentage is interpolated on a straight-line basis for points in
between the threshold and maximum goals.
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As aresult of the Company s full year performance and the relative weightings of each of the performance metrics,
each of the named executive officers (other than Mr. Davis) earned cash bonuses equal to 83.2% of their respective
annual cash bonus opportunities. The total annual cash bonus payouts for 2017 for each of the named executive
officers are reflected in the Summary Compensation Table under the column Non-Equity Incentive Plan
Compensation.

Long-Term Incentive Awards. For fiscal 2017, the annual long-term incentive awards to our named executive officers
were made under the 2016 Long-Term Incentive Plan (the 2016 Plan). The 2016 Plan provided equity-based awards to
eligible associates, including the named executive officers, other Company officers and senior management
associates. Generally, whether an associate is granted an award and the size of the award granted are functions of the
associate s position, performance and potential.

The potential number of shares used for annual long-term incentive awards for each participant was based on a
predefined intended equity dollar value for the participant. The intended equity dollar value is determined by position
and expected future contributions, taking into consideration competitive market data for comparable positions at
companies in our peer group and the Company s overall equity plan budget for the year. The actual equity dollar value
of the award granted to each eligible associate can be higher or lower than the associate s intended equity dollar value
based on the associate s performance and potential.

For fiscal 2017, we again granted long-term incentive awards to the named executive officers that included

performance-based restricted stock units, time-based restricted stock units and non-qualified stock options in the
following mix:

The Committee and, with respect to the CEO, the independent directors of the Board, believed this mix best balanced
our dual goals of ensuring that executives maintain a long-term focus on stockholder value creation and retaining key
leaders.
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The table below sets forth the 2017 equity dollar values of the annual long-term incentive awards granted to the
named executive officers. Three of our named executive officers received annual awards with equity dollar values that
were higher than their equity dollar values in 2016 in recognition of their individual contributions in 2016, as outlined
below.

Equity Dollar Equity  Equity Dollar

Value of Dollar Value of Total  Percentage
Performance-  Value of  Time-Based Equity Change
Based Restricted  Stock Restricted Dollar from Basis for
Name Stock Units Options Stock Units Value 2016 Increase

Marvin R. Ellison $ 3,500,000 $1,750,000 $ 1,750,000 $ 7,000,000 No increase

Jeffrey A. Davis $ 250,000 $ 125,000 $ 125,000 $ 500,000 Newly hired
in July 2017

Michael Amend $ 450,000 $ 225,000 $ 225,000 $ 900,000 28.6% Reward
individual
performance

Therace M. Risch $ 400,000 $ 200,000 $ 200,000 $ 800,000 14.3% Reward
individual
performance

Michael Robbins $ 400,000 $ 200,000 $ 200,000 $ 800,000 14.3% Reward
individual
performance

Andrew S. Drexler $ 175,000 $ 87,500 $ 87,500 $ 350,000 No increase

Mr. Davis total equity dollar value in 2017 reflected his tenure with the Company during the fiscal year. For 2018, his
total equity dollar value is $1,000,000. The grant date fair value of each award is presented in the Grants of
Plan-Based Awards Table.

The following paragraphs describe each type of award in greater detail.

Performance-Based Restricted Stock Units. To determine the number of performance-based restricted stock units
granted to each named executive officer, we divided the dollar value allocated to these awards by the closing share
price of our common stock on the date of grant. The actual awards earned can vary above or below the target award
based on the extent to which the Company achieves the performance measure goal established for the program.

Performance with respect to these awards will be measured by reference to the Company s adjusted EBITDA for fiscal
2019. The Committee and the independent directors of the Board chose adjusted EBITDA as the performance measure
for the performance-based restricted stock unit awards to align with the Company s long-term EBITDA goals and to
drive profitable growth.

Adjusted EBITDA is defined for this purpose as earnings before interest, taxes, depreciation and amortization,
excluding qualified and supplemental pension plan expense, bonus and equity expense, real estate and other, and

restructuring and management transition charges. The Committee and the independent directors chose to exclude
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in pension assets and liabilities that are subject to factors beyond the Company s control, such as market volatility.
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The adjusted EBITDA goal for fiscal 2019 was set at the beginning of fiscal 2017, is viewed as challenging to achieve
and requires significant overall growth over the level achieved in fiscal 2016. The Committee views the adjusted
EBITDA target for fiscal 2019 as inherently equivalent to a cumulative three-year metric because to achieve this goal
the Company must deliver strong results and make significant progress towards the goal in each of the intervening
fiscal years.

At the end of fiscal 2019, the percentage of the target award earned will be determined pursuant to the payout matrix
established for the program. The payout matrix sets forth a range of payout percentages relative to the Company s
actual results for the performance period. The payout percentages under the payout matrix range from 25% to 200% of
the target award with a 100% payout for achieving the target performance goal. No payout will occur for results below
the threshold goal. The range of potential payouts is presented in the Grants of Plan-Based Awards Table.

Earned units will vest on the third anniversary of the date of grant provided that the participant remains continuously
employed with the Company through that date.

Stock Options. The stock options awarded to the named executive officers vest ratably (one-third per year) over a
three-year period provided that the participant remains continuously employed with the Company during that time.

The stock options are intended to align the participants interests with those of our stockholders and have an exercise
price equal to the closing price of Company common stock on the date of grant. Accordingly, they have value to the
recipient only if the market price of the common stock at the time of exercise is above the option exercise price. They
cannot be exercised more than ten years after the date of grant.

To determine the number of stock options granted to each of the named executive officers, we divided the dollar value
allocated to these awards by the fair value of the stock option on the date of grant. The fair value was calculated
pursuant to a binomial lattice model, which is the same model used for purposes of measuring compensation expense
for stock options in the Company s financial statements.

Time-Based Restricted Stock Units. Each time-based restricted stock unit represents the right to receive one share of
our common stock on the vesting date. The units vest in full on the third anniversary of the grant date provided the
participant remains continuously employed with the Company until that time. These units have value in all market
conditions; thus they provide a strong retention mechanism. Since the ultimate value of the award depends on the
market value of our common stock on the vesting date, the interests of participants are also aligned with stockholders.

To determine the number of time-based restricted stock units granted to each of the named executive officers, we
divided the dollar value allocated to these awards by the closing share price of our common stock on the date of grant.

Restrictive Covenants. By accepting any long-term incentive awards, each named executive officer agrees to comply
with the following restrictive covenants:

Obligation not to disclose confidential or proprietary information of the Company;
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Obligation to refrain from attempting to influence or persuade any of the Company s employees to leave their
employment with the Company and to refrain from directly or indirectly soliciting or hiring employees of the
Company; and
Obligation not to undertake work for a competing business.
Each of the above restrictive covenants continues for 18 months, or 12 months in the case of Mr. Drexler, following
termination of employment if the named executive officer voluntarily terminates employment with the Company or is
involuntarily terminated other than for cause, except for the obligation not to disclose confidential or proprietary
information, which continues indefinitely following any termination of employment.

2015 Performance-Based Restricted Stock Unit Awards Earned. In 2015, the Company granted performance-based
restricted stock units to our executive officers at the time. Of our current named executive officers, only Mr. Ellison
received the 2015 award. The performance-based restricted stock units could be earned only to the extent we achieved
performance goals for adjusted EBITDA for each of three one-year performance periods.

Fiscal 2017 was the third and final performance cycle of the award. As previously disclosed, the Committee and the
independent directors of the Board chose adjusted EBITDA as the performance measure for the performance-based
restricted stock unit awards.

Adjusted EBITDA is defined for this purpose as earnings before interest, taxes, depreciation and amortization,
excluding qualified pension expense, bonus expense, real estate and other, net gains on the sale of non-operating
assets, asset impairments, the effect of reclassifications of certain expenses, and restructuring and management
transition charges. The Committee and the independent directors chose to exclude those items because they are not
directly related to the Company s ongoing core business operations, which consist of selling merchandise and services
to consumers through the Company s department stores and website. In addition, qualified pension expense is
determined using numerous complex assumptions about changes in pension assets and liabilities that are subject to
factors beyond the Company s control, such as market volatility.

The performance goals for the 2017 performance cycle were set at the beginning of fiscal 2017 pursuant to a formula
that was pre-determined at the beginning of fiscal 2015, which was the first performance cycle. Under the
pre-determined formula, the 2017 performance target was set at 124% of the Company s adjusted EBITDA
performance for the prior year. Below are the range of 2017 performance goals, related payout factors and 2017 actual
performance for the 2015 performance-based restricted stock unit awards.

Threshold Target Maximum

Performance Metric (25%) (100%) (200%) Actual Payout %
2017 Adjusted EBITDA ($ in
millions) $ 715 $ 1,191 $ 1,489 $ 914 56.4%

Note: The payout percentage is interpolated on a straight-line basis for points in between the threshold and maximum
goals.

At the end of the performance cycle, the percentage of the target award earned was determined pursuant to the payout
matrix established for the awards. Based on the Company s performance in fiscal 2017, Mr. Ellison earned 56.4% of

Table of Contents 76



Edgar Filing: J C PENNEY CO INC - Form DEF 14A

his target performance-based restricted stock unit award for the 2017 performance cycle.

2018 Proxy Statement 37

Table of Contents 77



Edgar Filing: J C PENNEY CO INC - Form DEF 14A

Table of Conten

Compensation Discussion and Analysis

In total, based on the Company s performance in each of the three performance cycles (fiscal 2015 through fiscal
2017), Mr. Ellison earned 127.9% of his total 2015 target performance-based restricted stock unit award. The earned
units vested on the third anniversary of the date of grant.

Supplemental Awards. The Committee believes that the retention of key executives is critical to the Company s future
success. In February 2017, the Committee approved supplemental grants of time-based restricted stock units to

Ms. Risch, Mr. Amend and Mr. Robbins. These retention-focused awards were granted in March 2017, at the time of
the annual long-term incentive award grants, to reflect the critical nature of their roles and to recognize their

significant contributions to date in driving the Company s strategy to transform its omnichannel capabilities, as well as
to better ensure that we would retain these high-caliber executives over the longer term. In the Committee s view, each
of these talented executives possessed unique skills and experience that were necessary to implement the strategies

that we had put in place to drive growth and transform the enterprise.

Each award had an equity dollar value of $800,000, which was determined after taking into consideration competitive
market data for comparable positions at companies in our peer group, the value of each executive s then existing equity
holdings and the Company s overall equity plan budget for the year. The Committee chose to use time-based restricted
stock units for these awards because the units have value in all market conditions; thus they would provide a strong
retention mechanism. Since the ultimate value of the award depends on the market value of our common stock on the
vesting date, the interests of participants would also be aligned with stockholders.

To maximize the retention goal for the supplemental time-based restricted stock unit awards, each of these awards
vest in full only upon the third anniversary of the grant date provided the participant remains continuously employed
with the Company until that time. Each time-based restricted stock unit represents the right to receive one share of our
common stock on the vesting date. To determine the number of time-based restricted stock units granted, we divided
the dollar value for these awards by the closing share price of our common stock on the date of grant.

For equity awards outstanding for each of the named executive officers as of the end of fiscal 2017, see the
Outstanding Equity Awards at Fiscal Year-End Table. Actual awards vesting or exercised during the fiscal year are

presented in the Option Exercises and Stock Vested Table.
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2018 Awards. For fiscal 2018, the Committee and, with respect to the CEO, the independent directors of the Board,
chose to modify the mix of long-term incentive awards granted to the named executive officers to further strengthen
the link between those awards and the Company s long-term performance as well as provide an additional retention
incentive to key leaders. As a result, the long-term incentive awards granted to the named executive officers in fiscal
2018 included performance-based restricted stock units, time-based restricted stock units and performance-based cash
awards in the following mix:

Performance-based cash awards replaced non-qualified stock options in 2018. This new vehicle is a cash-based award
requiring the achievement of pre-established free cash flow goals over a cumulative three-year period through the end
of fiscal 2020.

This long-term incentive award mix structure is weighted 75% to performance.
Other Compensation Program Elements

In addition to the three principal components of our compensation program, we also offer the following to our named
executive officers, to help us attract and retain the most talented individuals:

Retirement benefits;
Health and welfare benefits, including medical and dental benefits, paid time off, and group term life
insurance benefits;
Termination arrangements; and
Perquisites.
Retirement Benefits. As with the principal components of our compensation program, our retirement benefits are
intended to provide an industry competitive level of benefits.

The principal retirement benefits that we currently offer to our associates, including our named executive officers, are
through our defined contribution 401(k) plan (Savings Plan) and our non-qualified defined contribution plan (Mirror

Savings Plan). Both the Savings Plan and Mirror Savings Plan offer eligible associates the opportunity to defer a
portion of their base salary and annual cash bonus compensation as a means of saving for retirement.
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The Savings Plan also includes a Company matching contribution feature of 100% per dollar deferred up to a
maximum of 5% of deferrals. The Mirror Savings Plan has a similar feature with respect to compensation in excess of
the Internal Revenue Code (the Code) compensation limit for qualified plans.

The Mirror Savings Plan is discussed in more detail in the narrative following the Nonqualified Deferred
Compensation Table.

Health and Welfare Benefits. Our named executive officers are entitled to participate in active associates health and
welfare benefit plans, including paid time off, medical, dental, group term life insurance and disability insurance, on
the same terms and conditions as those made available to associates generally. We provide these benefits as part of a
competitive package of health and welfare benefits.

Termination Arrangements. In order to attract top retail talent, we recognize the need to provide protection to our
executives in the event of involuntary termination of employment without cause or voluntary termination for good
reason or following a change in control of the Company. Accordingly, we have put in place separate arrangements
consisting of individual Executive Termination Pay Agreements for our CEO and Executive Vice Presidents,
individual Termination Pay Agreements for our Senior Vice Presidents, and a Change in Control Plan to address
termination situations not precipitated by the conduct of the named executive officer.

The termination pay agreements provide severance benefits to the executive in exchange for the executive s agreement
to comply with certain restrictive covenants. The benefits payable under the termination pay agreements are not
available if the executive receives the benefits under the Change in Control Plan.

Change in Control Plan. The Company has in place a Change in Control Plan (the CIC Plan) that provides benefits if
the executive s employment is involuntarily terminated within two years following a change in control of the
Company. The CIC Plan further provides that cash severance benefits will not exceed 2.99 times the sum of base
salary and target bonus (the severance benefits limitation).

Ms. Risch and Messrs. Ellison, Davis and Robbins participate in the CIC Plan. Mr. Amend also participated in the
CIC Plan.

The CIC Plan does not provide for the payment of excise tax gross-ups to named executive officers. The CIC Plan and
the termination pay agreements are described in more detail in _Potential Payments and Benefits on Termination of

Employment beginning on page 52.

Perquisites. We provide certain additional benefits to enable our executives to devote their energy and attention to the
Company.

Company Aircraft. For security purposes, the Board requires the CEO to participate in a Key Associate Protection
Program (the KAPP), which is intended to safeguard the CEO and members of his immediate family. The KAPP is a
program approved by the Board as a result of recommendations contained in an independent, third-party security
study. As part of the KAPP, the CEO is required to use Company aircraft for all business and personal travel. In view
of the KAPP requirement to use Company aircraft, Mr. Ellison is party to an aircraft time sharing agreement with the
Company which requires him to reimburse the Company for any personal use of the corporate aircraft in excess of
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The Company does not generally make Company aircraft available for non-Company business use by Company
associates, other than to the CEO as recommended by the KAPP. However, in an emergency and/or other unusual
circumstance, a Company associate may be permitted to travel on the Company aircraft for personal reasons, provided
the travel is approved by the CEO or by the member of the management team with immediate management
responsibility for the Aviation Department. Income is imputed to associates, including the CEO, for personal use of
Company aircraft in accordance with IRS regulations. The Company does not provide a tax gross-up with respect to
such imputed income.

For total compensation purposes, we calculate the aggregate incremental cost to the Company of personal use of the
Company aircraft by determining the incremental nautical miles flown, including any deadhead legs, and multiplying
that number by the cost to the Company per nautical mile. These amounts, exclusive of any amounts reimbursed by

Mr. Ellison pursuant to the aircraft time sharing agreement discussed above, are reflected as All Other Compensation

in the Summary Compensation Table below. The amount reflected for total compensation purposes is often higher

than the amount imputed to associates under IRS regulations.

A nautical mile is a unit of length used for maritime and aviation purposes. The cost per nautical mile excludes fixed
costs which do not change based on usage, such as pilots or other associates salaries, purchase costs of the aircraft, or
non-trip-related hangar expenses. It is derived from the aircraft s variable operating costs, which include:

Aircraft fuel expenses;

Supplies and catering;

Crew travel expenses;

Landing and parking expenses; and

Aircraft maintenance and external labor.
Annual Health Exam. In fiscal 2017, the named executive officers were eligible to receive an allowance of up to
$5,000 each calendar year for an annual health exam. The Company does not provide a tax gross-up on this benefit.
We value the benefit based on the actual charges incurred by the Company for the services provided, which is
reflected as All Other Compensation in the Summary Compensation Table below.

Relocation. The Company provides tiered relocation benefits to all associates based on the associate s position within
the organization. At the commencement of his employment with the Company, Mr. Davis did not maintain a residence
near the Company s Home Office in Texas. The Company provided relocation benefits to him for his commuting and
temporary housing expenses consistent with Company policy for his position. We value the benefits based on the
actual charges incurred by the Company for the benefits provided reduced by the amount of charges permitted under
the Company s policy for the lowest level of benefits provided under the policy. These amounts are reflected as All
Other Compensation in the Summary Compensation Table below.
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Equity Award Grant Policy

The Committee has adopted a Policy Statement which sets forth its practices regarding the timing of, and approval
process for, equity awards. In certain cases, the Committee may waive such policy. The following table sets forth the
current Policy Statement.

Grant Grant Date

Annual Grant Third full trading date following the later of (i) public
disclosure of the Company s financial results for the
fiscal year prior to the Committee s approval or (ii) the
Committee s approval.

Off-cycle grants other than to new hires Tenth full trading date of the calendar month if the
promotion or award is effective or approved by the
seventh trading day of the month; otherwise, tenth full
trading date of the following calendar month.

Off-cycle grants for new hires For Senior Vice Presidents and above, third full trading
date following the date of hire.

For all other associates, tenth full trading date of the
calendar month if the date of hire is on or before the
seventh trading day of the month; otherwise, tenth full
trading date of the following calendar month.

The Committee also adheres to the following approval policies in making equity awards to associates:

Equity awards to the CEO must be approved by the independent directors of the Board.
Equity awards to executive officers other than the CEO, including new hires, must be approved by the
Committee.
The aggregate annual grant of equity awards to associates must be approved by the Committee.
Authority has been delegated by the Committee to the CEO and/or the Executive Vice President, Human
Resources to approve (i) equity awards to new hires who are not executive officers and (ii) off-cycle equity
awards to associates who are not executive officers.

Tally Sheets

In 2017, the Committee reviewed tally sheets for our named executive officers and for select other executives. These
tally sheets provide a comprehensive view of target, actual and contingent executive compensation payouts under a
variety of termination and performance scenarios. The tally sheets allow the Committee to understand the cumulative
effect of prior pay decisions and stock performance, as well as the retentive ability of existing long-term incentives,
severance and change in control arrangements. The tally sheets are intended to facilitate the Committee s
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Stock Ownership Goals

The Company strives to align pay with the long-term interests of stockholders. The Board has adopted formal stock
ownership goals for senior executives of the Company. The stock ownership goals specify that, within a five-year
period, executives should hold an amount of Company stock having a value of:

Role Stock Ownership Requirement
Chief Executive Officer 6x base salary
Executive Vice President 3x base salary
Senior Vice President 1x base salary

In addition to directly owned stock, shares held in Company qualified and non-qualified savings plans and unvested
time-based restricted stock units are included in calculating ownership levels. Unexercised stock options do not count
toward the ownership goals. The stock ownership goals also specify that the CEO should retain at least 50% of net
shares received pursuant to an equity award payout or exercise if the CEO is below the above-described ownership
goal at the time of receipt. All of the current named executive officers have met or are on track to meet these goals.

Tax Implications of Our Compensation Policies

Section 162(m) of the Code places a limit of $1,000,000 on the amount of compensation that we may deduct in any
given year with respect to the CEO and certain of our other most highly paid executive officers. For fiscal 2017, there
is an exception to the $1,000,000 limitation for performance-based compensation meeting certain requirements. Our
fiscal 2017 stock option and performance-based restricted stock unit awards were designed to generally be
performance-based compensation meeting those requirements. Since those awards were granted at the beginning of
fiscal 2017, we expect that they will be fully deductible. Similarly, our fiscal 2017 performance-based cash bonus
compensation awards are also expected to be fully deductible. Our annual base salary and time-based restricted stock
units are generally subject to the Section 162(m) deduction limitations.

Beginning with fiscal 2018, the exception for performance-based compensation has been eliminated. To maintain
flexibility in compensating executive officers in view of the overall objectives of our compensation program, the
Committee has reserved the right to grant compensation that is not tax deductible should it determine that doing so
will better meet the Company s objectives.

Claw-Back Policy

One of the objectives of our compensation program is to make a substantial portion of compensation dependent on the
Company s overall financial performance. In the event of a financial restatement arising out of the willful actions,
including without limitation, fraud or intentional misconduct, or the gross negligence of any participant in the
Company s compensation plans or programs, it is the Board s policy that the Committee shall have the authority to
determine the appropriate action to take. The compensation plans or programs covered under this policy include,
without limitation, cash bonus and stock incentive plans, welfare plans or deferred compensation plans. The
Committee s actions under the policy may include requiring relinquishment (claw-back) of previously awarded
equity-based incentive compensation and/or repayment of previously paid cash compensation to a participant under
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Prohibition on Hedging and Pledging of Company Stock

The Board considers it inappropriate for directors or executive officers to enter into speculative transactions in
Company securities. The Company s Corporate Governance Guidelines prohibit directors and senior management from
engaging in short sales, options trading or other similar derivative transactions in Company securities, or hedging or
monetization transactions, such as zero-cost collars and forward sale contracts, in which the individual continues to
own the underlying security without the full risks and rewards of ownership. In addition, the Company s directors and
senior management may not purchase Company securities on margin, hold Company shares in a margin account or
pledge Company shares as collateral for a loan because a margin sale or foreclosure sale may occur at a time when

such director or officer is prohibited from trading under the Company s insider trading policy.

REPORT OF THE HUMAN RESOURCES AND COMPENSATION COMMITTEE

The Human Resources and Compensation Committee of the Board assists the Board in discharging the Board s
responsibilities relating to compensation of the Company s executives, reviews plans and proposals on management
succession and major organizational or structural changes, and oversees the administration, financial and investment
performance and operation of the Company s retirement and welfare plans. Each member of the Committee is
considered independent for purposes of applicable NYSE listing standards as well as the Standards for Determination
of Director Independence. You can learn more about the Committee s purpose, responsibilities, composition and other
details by reading the Human Resources and Compensation Committee s charter, which is available online at
WWWw.jcpenney.com.

The Human Resources and Compensation Committee has reviewed the Compensation Discussion and Analysis and
discussed the same with management. Based on our review and discussions with management, we recommended to
the Board of Directors that the Compensation Discussion and Analysis be included in the Company s Annual Report
on Form 10-K for the 2017 fiscal year and the Company s 2018 Proxy Statement. This report is submitted by the
following independent directors, who comprise the Human Resources and Compensation Committee:

Amanda Ginsberg, Chair Wonya Y. Lucas
Paul J. Brown R. Gerald Turner
44 2018 Proxy Statement
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Marvin R. Ellison
Chairman of the Board and
Chief Executive Officer
Jeffrey A. Davis*
Executive Vice President and
Chief Financial Officer
Michael Amend**
Executive Vice President,
Omnichannel

Therace M. Risch
Executive Vice President
and Chief Information/
Digital Officer

Michael Robbins
Executive Vice President,
Supply Chain

Andrew S. Drexler*
Senior Vice President,
Chief Accounting Officer and
Controller

Edward J. Record*

Former Executive Vice
President and Chief
Financial Officer

* Mr. Record stepped down from his position as Executive Vice President and Chief Financial Officer of the

Year

2017
2016
2015
2017

2017

2017
2016
2015

2017

2017

2017
2016
2015

SUMMARY COMPENSATION TABLE

Salary
)
1,450,000
1,446,667
1,350,000
365,909

625,000

622,500
600,000
90,909

610,000

399,554

442,193
812,000
785,833

Bonus

$

0
0
500,000

0

50,000

o O O

Stock
Awards

($)
5,249,997
5,249,996
5,062,497

375,001

1,474,999

1,399,998
525,003
700,001

1,399,998

262,496

750,000
1,124,997
1,545,003

Summary Compensation Table

Non-Equity

Option Incentive PlanAll Other
Awards CompensatiGiompensation

(CR
1,750,001
1,750,000
1,687,499

124,999

225,001

199,999
175,000
0

199,999

87,499

249,999
375,000
375,000

($)@
2,111,073

614,177
3,572,655

305,156

393,096

391,225
108,918
120,031

381,865

166,883

0
149,581
932,124

$»
257,264®
309,986
379,786
53,3174

47,378©)

30,265
13,156
23,100

41,048®)

20,828

2,730,56810)
67,189
24,813

Total
%
10,818,335
9,370,826
12,052,437
1,274,382

2,765,474

2,643,987
1,422,077
1,434,041

2,632,910

987,260

4,172,760
2,528,767
3,662,773

Company effective July 11, 2017. Mr. Drexler served as interim Chief Financial Officer of the Company from

July 11, 2017 to July 23, 2017. Mr. Davis joined the Company on July 24, 2017.

** Mr. Amend left the Company on March 16, 2018.

(1) See Note 2 to the Consolidated Financial Statements of J. C. Penney Company, Inc. and subsidiaries, as included
in the Company s Annual Report on Form 10-K for the fiscal year ended February 3, 2018, for a discussion of the
assumptions underlying the valuation of stock options. The value of stock awards is calculated in accordance with
FASB ASC Topic 718 and applicable FASB guidance. The values of the performance-based restricted stock unit
awards are based upon the probable outcome of the performance goals as of the grant date consistent with the
estimate of aggregate compensation cost to be recognized over the service period determined as of the grant date
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under FASB ASC Topic 718, excluding the effect of estimated forfeitures. That value is the same as the value
calculated assuming the target level of performance under the award. The values of the performance-based
restricted stock unit awards as of the grant date, assuming that the maximum level of the performance goals will be
achieved, are as follows: Mr. Ellison - $6,999,996; Mr. Davis - $500,002; Mr. Amend - $899,996; Ms. Risch -
$799,998; Mr. Robbins - $799,998; Mr. Drexler - $349,995; and Mr. Record - $1,000,005.

(2) The amounts shown in this column reflect payments made under the MICP.

(3) For a discussion of the valuation of perquisites, see _Compensation Discussion and Analysis - Other Compensation

Program Flements.
(4) The amount shown in this column for Mr. Ellison includes Company contributions or allocations to Mr. Ellison s

accounts in the Savings Plan and Mirror Savings Plan for fiscal 2017 of $18,517 and $95,003, respectively. The
amount further includes the value of the following perquisites received by Mr. Ellison during fiscal 2017: personal
use of corporate aircraft, $139,612; annual health exam, $3,241; and security services, $891. For security purposes,
the CEQ participates in a Key Associate Protection Program, which requires that he use Company aircraft for all
business and personal travel. Income is imputed for personal use of Company aircraft. The Company does not
provide a tax gross-up with respect to such imputed income.

(5) The amount shown in this column for Mr. Davis reflects the value of the following perquisites received by
Mr. Davis during fiscal 2017: relocation, $15,660; amounts paid in respect of taxes imputed to Mr. Davis
with respect to relocation expenses, $11,275; and personal use of corporate aircraft, $26,382.

(6) The amount shown in this column for Mr. Amend includes Company contributions or allocations to Mr. Amend s
accounts in the Savings Plan and Mirror Savings Plan for fiscal 2017 of $18,875 and $23,071, respectively. The
amount further includes the value of the following perquisite received by Mr. Amend during fiscal 2017: annual
health exam, $5,432.

(7) The amount shown in this column for Ms. Risch includes Company contributions or allocations to Ms. Risch s
account in the Savings Plan for fiscal 2017 of $14,863. The amount further includes the value of the following
perquisites received by Ms. Risch during fiscal 2017: personal use of corporate aircraft, $12,402; and annual
health exam, $3,000.

(8) The amount shown in this column for Mr. Robbins includes Company contributions or allocations to Mr. Robbins
accounts in the Savings Plan and Mirror Savings Plan for fiscal 2017 of $18,800 and $22,248, respectively.

(9) The amount shown in this column for Mr. Drexler includes Company contributions or allocations to Mr. Drexler s
account in the Savings Plan for fiscal 2017 of $16,461. The amount further includes the value of the following
perquisite received by Mr. Drexler during fiscal 2017: annual health exam, $4,367.

(10) The amount shown in this column for Mr. Record includes Company contributions or allocations to Mr. Record s
accounts in the Savings Plan and Mirror Savings Plan for fiscal 2017 of $16,788 and $47,850, respectively. The
amount shown also includes the value of the lump sum cash severance payment under the Executive Termination
Pay Agreement that Mr. Record entered into in connection with the commencement of his employment.
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Grants of Plan-Based Awards

GRANTS OF PLAN-BASED AWARDS FOR FISCAL 2017

Estimated Future Payouts
Under Non-Equity
Incentive Plan Awards

Estimated Future Payouts
Under Equity
Incentive Plan Awards®?®

Date of  Thres - Thres -

Grant Committee  hold Target Maximum  hold Target Maximum
Date(V Approval ($) ($) $) (#) (#) (#)
3/6/2017 3/1/2017 146,812 587,248 1,174,496
3/6/2017 3/1/2017
3/6/2017 3/1/2017

N/A® 253,750 1,015,000 2,030,000

N/AD 380,625 1,522,500 3,045,000
7/27/2017 7/20/2017 11,323 45,290 90,580
7/27/2017 7/20/2017
7/27/2017 7/20/2017

N/AD 78,750 315,000 630,000
3/6/2017 3/1/2017 18,876 75,503 151,006
3/6/2017 3/1/2017
3/6/2017 3/1/2017

N/A® 47,250 189,000 378,000

N/AD 70,875 283,500 567,000
3/6/2017 3/1/2017 16,779 67,114 134,228
3/6/2017 3/1/2017
3/6/2017 3/1/2017

N/A® 47,025 188,100 376,200

N/AD 70,538 282,150 564,300
3/6/2017 3/1/2017 16,779 67,114 134,228
3/6/2017 3/1/2017
3/6/2017 3/1/2017

N/A® 45,900 183,600 367,200

N/AD 68,850 275,400 550,800
3/6/2017 3/1/2017 7,341 29,362 58,724

Table of Contents

All
Other

All
Other
Stock  Option Exercis
Awards: Awards: or
Number of Number Base
Shares of of Price
Stock Securities of
or Underlyin®)ption
Units  Options Award:
#H #H@ ($/share

597,270 5.96
293,624

46,125 5.52

22,645

76,792 5.96

171,980

68,259 5.96

167,785

68,259 5.96

167,785
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3/6/2017 3/1/2017 29,863
3/6/2017 3/1/2017 14,681

N/A©) 20,059 80,237 160,474

N/AD 30,089 120,356 240,711
3/6/2017 3/1/2017 20,973 83,893 167,786
3/6/2017 3/1/2017 85,324
3/6/2017 3/1/2017 41,946

N/A©) 61,800 247,200 494,400

(1) The Committee has adopted a policy regarding the grant date for annual grants of equity awards to associates. For
fiscal 2017, the policy stated that the grant date for annual grants of equity awards to associates was the third full
trading date following approval of the grant by the Committee. See _Equity Award Grant Policy on page 42 for
information on the Committee s policy regarding the grant date for off-cycle equity awards.

(2) Grants of performance-based restricted stock units under the Company s 2016 Long-Term Incentive Plan.

(3) Grants of time-based restricted stock units under the Company s 2016 Long-Term Incentive Plan.

(4) Grants of stock options under the Company s 2016 Long-Term Incentive Plan.

(5) The grant date value is calculated in accordance with applicable FASB guidance.

(6) Grant of award for the Spring performance period under the MICP.

(7) Grant of award for the Fall performance period under the MICP.
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END 2017

Option Awards Stock Awards
Equity
Incentive Equity
Plan Incentive
Awards: Plan
Number Awards:
of Market or
Unearned Payout
Shares, Value of
Equity Incentive Number Units Unearned
Plan Awards: of or Shares,
