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MACY’S, INC. IS ONE

OF THE NATION'S
PREMIER RETAILERS,
WITH FISCAL 2011
SALES OF $26.4 BILLION.
THE COMPANY
OPERATES THE MACY’S
AND BLOOMINGDALE'S
BRANDS WITH ABOUT
840 DEPARTMENT
STORES IN 45 STATES,
THE DISTRICT OF
COLUMBIA, GUAM AND
PUERTO RICO, AND

THE MACYS.COM AND
BLOOMINGDALES.COM
WEBSITES. THE COMPANY
ALSO OPERATES SEVEN
BLOOMINGDALE'S

OUTLET STORES.

* MOCYsS

Macy’s, established in 1858, is the Great American Department Store — an iconic retailing
brand with about 800 stores operating coast-to-coast and online at macys.com. Macy’s
offers powerful assortments and the best brands, tailored to each and every customer with
obvious value, engaging service and unforgettable moments.

CELEBRATING THE MAGIC OF MACY’S

Clearly, Macy's is distinctly different from other major retailers. Macy's embraces customers
and strives to provide an experience that transcends ordinary shopping. Our DNA
includes special events that are magical — the Macy’s Thanksgiving Day Parade, Fourth
of July Fireworks, flower shows, fashion extravaganzas, celebrity appearances, cooking
demonstrations and holiday traditions ranging from the arrival of Santa Claus to tree
lightings and animated window displays.

Beyond fantastic events, Macy’s is delivering magical moments every day. We surprise and
delight customers with unique and interesting fashion merchandise — including exclusive
brands that our customers won't find elsewhere. We engage customers in stores, online
and via mobile devices by offering advice and options that bring fashion ideas to life. Our
looks set the tone in style magazines, videos, TV shows, movies, blogs and websites. Our
associates take the extra step to help a customer in need. Every year, we receive tens of
thousands of messages complimenting our people and saluting the shopping experience
at Macy’s. It's all part of the excitement that we've been creating for 153 years.

GROWING THROUGH LOCALIZATION

Localization is a key component of Macy's strategic formula for continued growth and
success. Through My Macy's, we have invested in talent, technology and marketing that
allow us to ensure that each and every Macy's store is “just right” for the customer who
shops in that location. We have provided for more local decision-making in every Macy’s
community. We are tailoring our merchandise assortments, space allocations, service levels,
visual merchandising and special events store-by-store.

olamingdale’s

Bloomingdale’s, America’s only nationwide, full-line, upscale department store, is
recognized for its originality, innovation and fashion leadership. It truly is “Like no other
store in the world.” In fact, Bloomingdale's is a leading attraction for visitors and tourists
coming to the United States from around the globe. This brand includes 37 stores,
bloomingdales.com and seven Bloomingdale’s Outlet locations. Bloomingdale’s operates
in Dubai, United Arab Emirates, under a license agreement with Al Tayer Insignia, a
company of Al Tayer Group LLC.

FOCUSING ON AN UPSCALE NICHE

Bloomingdale’s is separating itself from the mainstream and reinforcing its position as an
authority for upscale, contemporary fashion. Customers are attracted by the latest styles from
the hottest brands, such as Armani, Burberry, Chanel, Christian Dior, David Yurman, Jimmy
Choo, John Varvatos, Louis Vuitton, Miu Miu, Prada, Ralph Lauren Black Label, Theory and
Tory Burch. Bloomingdale’s shoppers have come to expect and savor variety — the newest
looks from established brands, as well as unique products from rising young designers.

Supporting these fashion brands are exceptional customer amenities — international
visitors centers, personal shoppers, outstanding fitting rooms and lounges — elegant
events and personalized, attentive service that strengthen customer relationships and
build loyalty.



Fiscal 2011 was the third consecutive year of significantly
improved financial performance at Macy’s, Inc., and | am very
proud of the sustained positive momentum in our company.

What you are seeing emerge at Macy's, Inc. is the result of
the culture of growth that we have been building since we
reorganized the company in 2008 and 2009. We have the
right long-term strategies in place to win with our customers
in the years ahead. Meanwhile, our very talented organization
is executing superbly on each key strategy.

Simply put, we have been hitting on all cylinders — gaining
market share, strengthening customer loyalty and maintaining
efficiencies in our operations, all against the backdrop of
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this has created a sustainable competitive advantage for
Macy’s, and we have made significant progress over the past
three years to offer our customers the right products in the
right place at the right time.

In late 2011, we launched a new internal initiative called “My
Macy's 2.0.” It involves a series of targeted initiatives — each
guided by a team of our most talented executives — aimed at
further refining the way we serve local customers.

e The omnichannel strategy involves integrating our stores, the
Internet and mobile devices so we can surround our customers
at every turn and deploy all of the company’s inventory (no
matter where it may be located) to serve their needs. A pivotal
part of the omnichannel strategy is our capability to allow
associates in any store to sell a product that may be out of
stock locally by selecting merchandise from other stores or
our online fulfillment centers for shipment to the customer’s
door. Likewise, our online fulfillment centers can draw on
store inventories nationwide to fill orders that originate on the
Internet or via mobile devices.

At the end of 2011, we had 23 Macy's stores set up to pick
and ship orders from other stores or the Internet. By the end
of 2012, we expect to have approximately 290 Macy's stores
set up for shipping, on top of the inventories in four primary
online fulfillment centers that will be in operation by year-end.

We continue to experiment with a wide range of new
technologies, both in store and online, that improve the
customer shopping experience. These include using tablet
computers in selected departments in stores, piloting tap-
and-pay mobile technology, offering customers paperless
digital receipts, accelerating the adoption of QR code
technology to engage shoppers, and delivering special
offers to shoppers via Foursquare, Shopkick, Google and
Facebook, among other pervasive social media.

® Macy's strategy of MAGIC Selling, launched two years ago,
is how we are improving customer engagement in our stores.
We train every associate to Meet and make a connection ...
Ask questions and listen ... Give options, give advice ...
Inspire to buy and Celebrate the purchase. To date, Macy's
store associates have been through more than 1 million hours
of MAGIC training. And the results are showing in our same-
store sales growth.

As part of the MAGIC Selling process, we are placing ever-
more emphasis on coaching of sales associates on the selling
floor by their managers. We are providing more tools, training,
resources and encouragement to the sales managers. We

rely on them to show associates — particularly new hires —
the Macy's way for taking great care of our customer on a
consistent basis. Our Net Promoter Scores, which measure
customer satisfaction store-by-store and day-by-day, have
been rising in tandem with sales.

Macy's continues its legacy of offering merchandise from the
best and most-wanted brands, and in providing customers
genuine value — the right combination of fashion and quality at
a good price. Much of Macy's merchandise assortment is clearly
unique. In 2011, about 43 percent of merchandise sold at Macy's
was exclusive or in limited distribution. This includes Macy's
outstanding portfolio of private brands, which account for about
20 percent of sales.

We will intensify our efforts in 2012 and beyond to better serve
the needs of Millennial customers, those between the ages of
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13 and 30, now our nation’s largest generation. Our plans
include re-focusing the merchandise assortments in the
mstylelab and Impulse departments so they are more exciting
and relevant to these fast-fashion customers, as well as stepping
up the shopping experience and store environments.

In early 2012, we began one of the largest capital investments
in the history of our company — the top-to-bottom renovation
of Macy’s Herald Square flagship store in New York City. This
four-year, $400 million reinvention will make Herald Square the
world's most exciting, interesting and technologically advanced
department store. In the course of the project, we will be
repurposing 100,000 square feet from offices and stockrooms to
selling space, restoring the grandeur of the building’s exterior,
creating dazzling updated presentations of new and expanded
merchandise space, and significantly expanding the men’s
store. To the delight of shoppers, we are creating the world’s
largest women'’s shoe department (with 39,000 square feet of
continuous selling space), which is expected to open in fall 2012.

CONTINUED SUCCESS AT BLOOMINGDALE'S

Bloomingdale's had another great year in 2011, with sales
growth that again compared favorably with its upscale
competitors. The brand capitalized on its strength of
showcasing top designers, including new talent making
fashion headlines. Its omnichannel strategy is helping build
a nationwide presence, serving sophisticated customers who
may not have a local Bloomingdale’s store but know and
love the brand from their travels and previous experience.

Capitalizing on the strength of smaller, carefully edited fashion
stores opened in recent years in SoHo in New York City and
Santa Monica, CA, Bloomingdale's has announced it will open
a new store in Glendale, CA, in fall 2013, as well as a new
replacement store in Palo Alto, CA, in spring 2014.

Bloomingdale’s continues to test its outlet store concept,
which launched in 2010. We added three new outlet stores
in 2011, bringing the current store count to seven, with
another five scheduled to open in 2012.

FOCUSED ON GROWTH

Going into 2012, we at Macy’s, Inc. are fully focused on
maintaining the path of growth that has served us well over
the past three years. We believe this will be another exciting
year with significant opportunity. We are committed to
continuing to experiment, including piloting and testing
new ideas that we can scale up quickly if they are successful.
And we fully expect to maintain our leadership role in
merchandising, product development, marketing, store
management and other key aspects of the business.

Our team at Macy's is unsurpassed in talent and in generating
tangible results. We continue to attract, retain and develop
the best people in retailing. They are energized and motivated
to leverage the momentum we have built and to continue to
break new ground in serving customer needs.

Thank you for your support.

Ty ) Fard—

Terry J. Lundgren
Chairman, President and Chief Executive Officer
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Explanatory Note

On August 30, 2005, the Company compl eted the acquisition of The May Department Stores Company (“May”) by
means of a merger of May with and into awholly-owned subsidiary of the Company (the “Merger”). As aresult of the Merger,
May’s separate corporate existence terminated. Upon the completion of the Merger, the subsidiary was merged with and into
the Company and its separate corporate existence terminated. On June 1, 2007, the Company changed its name from Federated
Department Stores, Inc. to Macy's, Inc. (“Macy’s’).

Unless the context requires otherwise, references to “Macy’s” or the “Company” are references to Macy’s and its
subsidiaries and references to ““2011,” *“2010,” ““2009,” ““2008”” and “2007” are references to the Company’s fiscal years
ended January 28, 2012, January 29, 2011, January 30, 2010, January 31, 2009 and February 2, 2008, respectively.

Forward-Looking Statements

This report and other reports, statements and information previously or subsequently filed by the Company with the
Securities and Exchange Commission (the “SEC’’) contain or may contain forward-looking statements. Such statements are
based upon the beliefs and assumptions of, and on information available to, the management of the Company at the time such
statements are made. The following are or may constitute forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995: (i) statements preceded by, followed by or that include the words “may,” “will,”
“could,” “should,” “believe,” “expect,” “future,”” “potential,”” “anticipate,” “intend,” “plan,” “think,”” *““estimate” or
““continue” or the negative or other variations thereof, and (ii) statements regarding matters that are not historical facts. Such
forward-looking statements are subject to various risks and uncertainties, including risks and uncertainties relating to:

. the possible invalidity of the underlying beliefs and assumptions;

. competitive pressures from department and specialty stores, general merchandise stores, manufacturers’ outlets,
off-price and discount stores, and all other retail channels, including the Internet, mail-order catalogs and
television;

. general consumer-spending levels, including the impact of general economic conditions, consumer disposable

income levels, consumer confidence levels, the availability, cost and level of consumer debt, the costs of basic
necessities and other goods and the effects of the weather or natural disasters;

. conditions to, or changes in the timing of, proposed transactions and changes in expected synergies, cost savings
and non-recurring charges;

. possible changes or developments in social, economic, business, industry, market, legal and regulatory
circumstances and conditions;

. possible actions taken or omitted to be taken by third parties, including customers, suppliers, business partners,
competitors and legislative, regulatory, judicial and other governmental authorities and officials;

. changes in relationships with vendors and other product and service providers;

. currency, interest and exchange rates and other capital market, economic and geo-political conditions;

. severe weather, natural disasters and changes in weather patterns;

. possible outbreaks of epidemic or pandemic diseases;

. the potential impact of national and international security concerns on the retail environment, including any
possible military action, terrorist attacks or other hostilities;

. the possible inability of the Company’s manufacturers to deliver products in a timely manner or meet the
Company’s quality standards;

. the Company’s reliance on foreign sources of production, including risks related to the disruption of imports by
labor disputes, regional health pandemics, and regional political and economic conditions;

. duties, taxes, other charges and quotas on imports; and

. possible systems failures and/or security breaches, including, any security breach that results in the theft,

transfer or unauthorized disclosure of customer, employee or company information, or the failure to comply with
various laws applicable to the Company in the event of such a breach.

In addition to any risks and uncertainties specifically identified in the text surrounding such forward-looking statements,
the statements in the immediately preceding sentence and the statements under captions such as “‘Risk Factors™ and “Special



Considerations™ in reports, statements and information filed by the Company with the SEC from time to time constitute
cautionary statements identifying important factors that could cause actual amounts, results, events and circumstances to differ
materially from those expressed in or implied by such forward-looking statements.

Item 1. Business.

General. The Company is a corporation organized under the laws of the State of Delaware in 1985. The Company and its
predecessors have been operating department stores since 1830. On June 1, 2007, the Company changed its corporate name
from Federated Department Stores, Inc. to Macy'’s, Inc. and the Company’s shares began trading under the ticker symbol “M”
on the New York Stock Exchange (“NY SE”). As of January 28, 2012, the operations of the Company included approximately
840 stores in 45 states, the District of Columbia, Guam and Puerto Rico under the names“Macy’s’ and “Bloomingdale's’ as
well as macys.com and bloomingdales.com. The Company also operates seven Bloomingdale's Outlet stores.

The Company is focused on three key strategies for continued growth in sales, earnings and cash flow in the years ahead:
(i) maximizing the My Macy's localization initiative; (ii) driving the omnichannel business; and (iii) embracing customer
centricity, including engaging customers on the selling floor through the MAGIC selling program.

The My Macy's localization initiative was devel oped with the goal of accelerating sales growth in existing locations by
ensuring that core customers surrounding each Macy's store find merchandise assortments, size ranges, marketing programs
and shopping experiences that are custom-tailored to their needs. My Macy's has concentrated more management talent in local
markets, effectively reducing the “span of control” over local stores; created new positions in the field to work with planning
and buying executives in helping to understand and act on the merchandise needs of local customers; and empowered locally
based executives to make more and better decisions. Also as part of the My Macy's transformation, the Company's Macy's
branded stores were reorganized in a unified operating structure with division central office organizations eliminated. This has
reduced central office and administrative expense, eliminated duplication, sharpened execution, and hel ped the Company to
make decisions faster and partner more effectively with its suppliers and business partners.

The Company's omnichannel strategy allows customers to shop seamlessly in stores, online and via mobile devices.

Macy's MAGIC selling program is an approach to customer engagement that helps Macy's to better understand the needs
of customers, aswell as to provide options and advice. This comprehensive training and coaching program is designed to
improve the in-store shopping experience.

In 2010, the Company piloted a new Bloomingdal€'s Outlet store concept. New Bloomingdale's Outlet stores continue to
open and are each approximately 25,000 square feet and offer arange of apparel and accessories, including women's ready-to-
wear, men's, children's, women's shoes, fashion accessories, jewelry, handbags and intimate apparel.

Also in 2010, Bloomingdal€'s opened in Dubai, United Arab Emirates under alicense agreement with Al Tayer Insignia, a
company of Al Tayer Group, LLC, under which the Company is entitled to alicense fee in accordance with the terms of the
underlying agreement, generally based upon the greater of the contractually earned or guaranteed minimum amounts.

The Company’s stores and Internet websites sell awide range of merchandise, including apparel and accessories (men’s,
women'’s and children’s), cosmetics, home furnishings and other consumer goods. The specific assortments vary by size of
store, merchandising character and character of customersin the trade areas. Most stores are located at urban or suburban sites,
principally in densely populated areas across the United States.

For 2011, 2010 and 2009, the following merchandise constituted the following percentages of sales:

2011 2010 2009
Feminine Accessories, Intimate Apparel, Shoes and Cosmetics.........couen.. 37% 36% 36%
FEMININE APPAIEL ......e et 25 26 26
Men'sand Children's.........ooeeeeee e 23 23 22
HOME/MISCEIIANEOUS.......cceeieiiiiesiereee e 15 15 16

100% 100% 100%







Available Information. The Company makes its annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act
available free of charge through its internet website at http://www.macysinc.com as soon as reasonably practicable after it
electronically files such material with, or furnishesit to, the SEC. The public also may read and copy any of thesefilings at the
SEC's Public Reference Room, 100 F Street, NE, Washington, D.C. 20549. Information on the operation of the Public
Reference Room may be obtained by calling the SEC at 1-800-732-0330. The SEC also maintains an Internet site that contains
the Company’s filings; the address of that site is http://www.sec.gov. In addition, the Company has made the following
available free of charge through its website at http://www.macysinc.com:

. Audit Committee Charter,

. Compensation and Management Development Committee Charter,
. Finance Committee Charter,

. Nominating and Corporate Governance Committee Charter,

. Corporate Governance Principles,

. Non-Employee Director Code of Business Conduct and Ethics, and
. Code of Conduct.

Any of theseitems are also available in print to any shareholder who requests them. Requests should be sent to the
Corporate Secretary of Macy's, Inc. at 7 West 7" Street, Cincinnati, OH 45202.

Executive Officers of the Registrant.

The following table sets forth certain information as of March 23, 2012 regarding the executive officers of the Company:

Name Age Position with the Company

Terry J. Lundgren................ 60 Chairman of the Board; President and Chief Executive Officer; Director
Timothy M. Adams.............. 58 Chief Private Brand Officer

ThomasL. Cole.................. 63 Chief Administrative Officer

Jeffrey Gennette................... 50 Chief Merchandising Officer

Julie Greiner ......occceveeenenene 58 Chief Merchandise Planning Officer

Karen M. Hoguet.................. 55 Chief Financial Officer

Jeff Kantor .........cooeeeveenennne. 53 Chairman of macys.com

Ronald Klein.........cccoevunenee. 62 Chief Stores Officer (retiring effective March 31, 2012)
Martine Reardon.................. 49 Chief Marketing Officer

Peter Sachse........ccccovevvinnee. 54 Chief Stores Officer

Joel A. BelSKY....cocvveenienene 58 Executive Vice President and Controller

Dennis J. Broderick ............. 63 Executive Vice President, General Counsel and Secretary

Terry J. Lundgren has been Chairman of the Board since January 2004 and President and Chief Executive Officer of the
Company since February 2003; prior thereto he served as the President/Chief Operating Officer and Chief Merchandising
Officer of the Company from April 2002 to February 2003. Mr. Lundgren served as the President and Chief Merchandising
Officer of the Company from May 1997 to April 2002.

Timothy M. Adams has been the Chief Private Brand Officer of the Company since February 2009; prior thereto he
served as Chairman and CEO of Macy’s Home Store from July 2005 to February 2009 and as Chairman of Macy's Florida
from April 2001 to July 2005.

Thomas L. Cole has been Chief Administrative Officer of the Company since February 2009; prior thereto he served as
Vice Chair, Support Operations of the Company from February 2003 to February 2009. Until February 2009, he also was
responsible for the operations of Macy’s Logistics since 1995, of MST since 2001, and of MCCS since 2002.

Jeffrey Gennette has been Chief Merchandising Officer of the Company since February 2009; prior thereto he served as
Chairman and CEO of Macy’s West from February 2008 to February 2009, as Chairman of Macy’s Northwest from December
2005 to February 2008 and as Executive Vice President and Director of Stores of Macy’s Central from March 2004 to
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December 2005. Mr. Gennette served as Senior Vice President/General Merchandise Manager of Macy’s West from May 2001
to March 2004.

Julie Greiner has been Chief Merchandise Planning Officer of the Company since February 2009; prior thereto she served
as Chairman and CEO of Macy’s Florida from July 2005 to February 2009 and as Senior Executive Vice President and Director
of Stores of Bloomingdale's from April 1998 to July 2005.

Karen M. Hoguet has been Chief Financial Officer of the Company since February 2009; prior thereto she served as
Executive Vice President and Chief Financia Officer of the Company from June 2005 to February 2009. Mrs. Hoguet served as
Senior Vice President and Chief Financial Officer of the Company from October 1997 to June 2005.

Jeffrey Kantor has been Chairman of macys.com since February 2012; prior thereto he served as President for
Merchandising of macys.com from August 2010 to February 2012, President-Merchandising for Home from May 2009 to
August 2010 and President for furniture for Macy's Home Store from February 2006 to May 2009.

Ronald Klein will retire effective March 31, 2012, after 36 years with the Company. Mr. Klein has been Chief Stores
Officer of the Company since February 2009; prior thereto he served as Chairman and CEO of Macy’s East from February
2004 to February 2009.

Peter Sachse has been Chief Stores Officer since February 2012; prior thereto he served as Chief Marketing Officer of the
Company from February 2009 to February 2012, Chairman of macys.com from April 2006 to February 2012, President of
Macy’s Corporate Marketing from May 2007 to February 2009 and as Chief Marketing Officer of the Company from June
2003 to May 2007.

Martine Reardon has been Chief Marketing Officer since February 2012; prior thereto she served as Executive Vice
President for Marketing from February 2009 to February 2012 and Executive Vice President, national marketing strategy,
events and public relations for Macy's Corporate Marketing from 2007 to February 20009.

Joel A. Belsky has been Executive Vice President and Controller of the Company since May 2009; prior thereto he served
as Vice President and Controller of the Company from October 1996 through April 2009.

Dennis J. Broderick has been Secretary of the Company since July 1993 and Executive Vice President and General
Counsel of the Company since May 2009; prior thereto he served as Senior Vice President and General Counsel of the
Company from January 1990 to April 2009.

Item 1A. Risk Factors.

In evaluating the Company, the risks described below and the matters described in “Forward-L ooking Statements” should
be considered carefully. Such risks and matters could significantly and adversely affect the Company’s business, prospects,
financial condition, results of operations and cash flows.

The Company faces significant competition in the retail industry.

The Company conducts its retail merchandising business under highly competitive conditions. Although the Company is
one of the nation’s largest retailers, it has numerous and varied competitors at the national and local levels, including
conventional and specialty department stores, other specialty stores, category killers, mass merchants, value retailers,
discounters, and Internet and mail-order retailers. Competition may intensify as the Company’s competitors enter into business
combinations or alliances. Competition is characterized by many factors, including assortment, advertising, price, quality,
service, location, reputation and credit availability. If the Company does not compete effectively with regard to these factors, its
results of operations could be materially and adversely affected.

The Company’s sales and operating results depend on consumer preferences and consumer spending.

The fashion and retail industries are subject to sudden shifts in consumer trends and consumer spending. The Company’s
sales and operating results depend in part on its ability to predict or respond to changes in fashion trends and consumer
preferences in atimely manner. The Company devel ops new retail concepts and continuously adjusts its industry position in
certain major and private-label brands and product categoriesin an effort to satisfy customers. Any sustained failure to
anticipate, identify and respond to emerging trends in lifestyle and consumer preferences could have a material adverse effect
on the Company’s business. The Company’s sales are impacted by discretionary spending by consumers. Consumer spending
may be affected by many factors outside of the Company’s contral, including general economic conditions, consumer
disposable income levels, consumer confidence levels, the availability, cost and level of consumer debt and customer behaviors
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towards incurring and paying debt, the costs of basic necessities and other goods and the effects of the weather or natural
disasters.

The Company’s business is subject to unfavorable economic and political conditions and other developments and risks.

Unfavorable global, domestic or regional economic or political conditions and other devel opments and risks could
negatively affect the Company’s business. For example, unfavorable changes related to interest rates, rates of economic growth,
fiscal and monetary policies of governments, inflation, deflation, consumer credit availability, consumer debt levels, consumer
debt payment behaviors, tax rates and policy, unemployment trends, il prices, and other matters that influence the availability
and cost of merchandise, consumer confidence, spending and tourism could adversely impact the Company’s business and
results of operations. In addition, unstable political conditions or civil unrest, including terrorist activities and worldwide
military and domestic disturbances and conflicts, may disrupt commerce and could have a material adverse effect on the
Company’s business and results of operations.

The Company’s revenues and cash requirements are affected by the seasonal nature of its business.

The Company’s business is seasonal, with a high proportion of revenues and operating cash flows generated during the
second half of the fiscal year, which includes the fall and holiday selling seasons. A disproportionate amount of revenuesfall in
the fourth fiscal quarter, which coincides with the holiday season. In addition, the Company incurs significant additional
expenses in the period leading up to the months of November and December in anticipation of higher sales volume in those
periods, including for additional inventory, advertising and employees.

The Company’s business could be affected by extreme weather conditions or natural disasters.

Extreme weather conditions in the areas in which the Company’s stores are located could adversely affect the Company’s
business. For example, frequent or unusually heavy snowfall, ice storms, rainstorms or other extreme weather conditions over a
prolonged period could make it difficult for the Company’s customers to travel to its stores and thereby reduce the Company’s
sales and profitability. The Company’s businessis also susceptible to unseasonable weather conditions. For example, extended
periods of unseasonably warm temperatures during the winter season or cool weather during the summer season could render a
portion of the Company’s inventory incompatible with those unseasonable conditions. Reduced sales from extreme or
prolonged unseasonable weather conditions could adversely affect the Company’s business.

In addition, natural disasters such as hurricanes, tornadoes and earthquakes, or a combination of these or other factors,
could severely damage or destroy one or more of the Company’s stores or warehouses located in the affected areas, thereby
disrupting the Company’s business operations.

The Company’s pension costs could increase at a higher than anticipated rate.

Significant changes in interest rates, decreases in the fair value of plan assets and investment losses on plan assets could
affect the funded status of the Company’s plans and could increase future funding requirements of the pension plans. A
significant increase in future funding requirements could have a negative impact on the Company’s cash flows, financial
condition or results of operations.

Increases in the cost of employee benefits could impact the Company’s financial results and cash flow.

The Company’s expenses rel ating to employee health benefits are significant. Unfavorable changesin the cost of such
benefits could impact the Company’s financial results and cash flow. Healthcare costs have risen significantly in recent years,
and recent legidlative and private sector initiatives regarding healthcare reform could result in significant changesto the U.S.
healthcare system. The Company is not able at thistime to determine the impact that healthcare reform could have on the
Company-sponsored medical plans.

Inability to access capital markets could adversely affect the Company’s business or financial condition.

Changes in the credit and capital markets, including market disruptions, limited liquidity and interest rate fluctuations,
may increase the cost of financing or restrict the Company’s access to this potential source of future liquidity. A decreasein the
ratings that rating agencies assign to the Company’s short and long-term debt may negatively impact the Company’s access to
the debt capital markets and increase the Company’s cost of borrowing. In addition, the Company’s bank credit agreements
require the Company to maintain specified interest coverage and leverage ratios. The Company’s ability to comply with the
ratios may be affected by events beyond its control, including prevailing economic, financial and industry conditions. If the
Company’s results of operations or operating ratios deteriorate to a point where the Company is not in compliance with its debt
covenants, and the Company is unable to obtain awaiver, much of the Company’s debt would be in default and could become
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due and payable immediately. The Company’s assets may not be sufficient to repay in full thisindebtedness, resulting in a need
for an aternate source of funding. The Company cannot make any assurances that it would be able to obtain such an aternate
source of funding on satisfactory terms, if at all, and its inability to do so could cause the holders of its securities to experience
apartia or total loss of their investments in the Company.

The Company periodically reviews the carrying value of its goodwill for possible impairment; if future circumstances indicate
that goodwill is impaired, the Company could be required to write down amounts of goodwill and record impairment charges.

In the fourth quarter of fiscal 2008, the Company reduced the carrying value of its goodwill from $9,125 million to
$3,743 million and recorded a related non-cash impairment charge of $5,382 million. The Company continues to monitor
relevant circumstances, including consumer spending levels, general economic conditions and the market prices for the
Company’s common stock, and the potential impact that such circumstances might have on the valuation of the Company’s
goodwill. It is possible that changes in such circumstances, or in the numerous variables associated with the judgments,
assumptions and estimates made by the Company in ng the appropriate valuation of its goodwill, could in the future
require the Company to further reduce its goodwill and record related non-cash impairment charges. If the Company were
required to further reduce its goodwill and record related non-cash impairment charges, the Company’s financial position and
results of operations would be adversely affected.

The Company depends on its ability to attract and retain quality employees.

The Company’s business is dependent upon attracting and retaining quality employees. The Company has a large number
of employees, many of whom are in entry level or part-time positions with historically high rates of turnover. The Company’s
ability to meet its labor needs while controlling the costs associated with hiring and training new employeesis subject to
external factors such as unemployment levels, prevailing wage rates, minimum wage legislation and changing demographics.
In addition, as alarge and complex enterprise operating in a highly competitive and challenging business environment, the
Company is highly dependent upon management personnel to develop and effectively execute successful business strategies
and tactics. Any circumstances that adversely impact the Company’s ability to attract, train, develop and retain quality
empl oyees throughout the organi zation could adversely affect the Company’s business and results of operations.

The Company depends upon designers, vendors and other sources of merchandise, goods and services.

The Company’s rel ationships with established and emerging designers have been a significant contributor to the
Company’s past success. The Company’s ability to find qualified vendors and access products in atimely and efficient manner
is often challenging, particularly with respect to goods sourced outside the United States. The Company’s procurement of
goods and services from outside the United States is subject to risks associated with political or financial instability, trade
restrictions, tariffs, currency exchange rates, transport capacity and costs and other factors relating to foreign trade. In addition,
the Company’s procurement of all its goods and services is subject to the effects of price increases which the Company may or
may not be able to pass through to its customers. All of these factors may affect the Company’s ability to access suitable
merchandise on acceptable terms, are beyond the Company’s control and could adversely impact the Company’s performance.

The Company's sales and operating results could be adversely affected by product safety concerns.

If the Company's merchandise offerings do not meet applicable safety standards or our consumers' expectations regarding
safety, the Company could experience decreased sales, experience increased costs and/or be exposed to legal and reputational
risk. Eventsthat give rise to actual, potential or perceived product safety concerns could expose the Company to government
enforcement action and/or private litigation. Reputational damage caused by real or perceived product safety concerns could
have a negative impact on the Company's sales and operating results.

The Company depends upon the success of its advertising and marketing programs.

The Company’s advertising and promotional costs, net of cooperative advertising allowances, amounted to $1,136
million for 2011. The Company’s business depends on high customer traffic in its stores and effective marketing. The Company
has many initiativesin this area, and often changes its advertising and marketing programs. There can be no assurance as to the
Company’s continued ahility to effectively execute its advertising and marketing programs, and any failure to do so could have
amateria adverse effect on the Company’s business and results of operations.

Parties with whom the Company does business may be subject to insolvency risks or may otherwise become unable or
unwilling to perform their obligations to the Company.

The Company is a party to contracts, transactions and business rel ationships with various third parties, including vendors,
suppliers, service providers, lenders and participants in joint ventures, strategic alliances and other joint commercial
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relationships, pursuant to which such third parties have performance, payment and other obligations to the Company. In some
cases, the Company depends upon such third parties to provide essential leaseholds, products, services or other benefits,
including with respect to store and distribution center |ocations, merchandise, advertising, software devel opment and support,
logistics, other agreements for goods and services in order to operate the Company’s business in the ordinary course, extensions
of credit, credit card accounts and related receivables, and other vital matters. Current economic, industry and market
conditions could result in increased risks to the Company associated with the potential financial distress or insolvency of such
third parties. If any of these third parties were to become subject to bankruptcy, receivership or similar proceedings, the rights
and benefits of the Company in relation to its contracts, transactions and business rel ationships with such third parties could be
terminated, modified in a manner adverse to the Company, or otherwise impaired. The Company cannot make any assurances
that it would be able to arrange for alternate or replacement contracts, transactions or business relationships on terms as
favorable as the Company’s existing contracts, transactions or business relationships, if at all. Any inability on the part of the
Company to do so could negatively affect the Company’s cash flows, financia condition and results of operations.

A material disruption in the Company’s computer systems could adversely affect the Company’s business or results of
operations.

The Company relies extensively on its computer systems to process transactions, summarize results and manage its
business. The Company’s computer systems are subject to damage or interruption from power outages, computer and
telecommunications failures, computer viruses, cyber-attack or other security breaches, catastrophic events such asfires,
floods, earthquakes, tornadoes, hurricanes, acts of war or terrorism, and usage errors by the Company’s employees. If the
Company’s computer systems are damaged or cease to function properly, the Company may have to make a significant
investment to fix or replace them, and the Company may suffer loss of critical data and interruptions or delays in its operations
in the interim. Any material interruption in the Company’s computer systems could adversely affect its business or results of
operations.

A privacy breach could result in negative publicity and adversely affect the Company’s business or results of operations.

The protection of customer, employee, and company datais critical to the Company. The regulatory environment
surrounding information security and privacy isincreasingly demanding, with the frequent imposition of new and constantly
changing requirements across business units. In addition, customers have a high expectation that the Company will adequately
protect their personal information from cyber-attack or other security breaches. A significant breach of customer, employee, or
company data could attract a substantial amount of media attention, damage the Company’s customer relationships and
reputation and result in lost sales, fines, or lawsuits.

A regional or global health pandemic could severely affect the Company’s business.

A health pandemic is a disease that spreads rapidly and widely by infection and affects many individualsin an area or
population at the sametime. If aregional or global health pandemic were to occur, depending upon its location, duration and
severity, the Company’s business could be severely affected. Customers might avoid public places in the event of a health
pandemic, and local, regional or national governments might limit or ban public gatherings to halt or delay the spread of
disease. A regional or global health pandemic might also adversely impact the Company’s business by disrupting or delaying
production and delivery of materials and productsin its supply chain and by causing staffing shortages in its stores.

The Company is subject to numerous regulations that could adversely affect its business.

The Company is subject to customs, child labor, truth-in-advertising and other laws, including consumer protection
regulations and zoning and occupancy ordinances that regulate retailers generally and/or govern the importation, promotion and
sale of merchandise and the operation of retail stores and warehouse facilities. Although the Company undertakes to monitor
changesin these laws, if these laws change without the Company’s knowledge, or are violated by importers, designers,
manufacturers or distributors, the Company could experience delays in shipments and receipt of goods or be subject to fines or
other penalties under the controlling regulations, any of which could adversely affect the Company’s business.

Litigation, legislation or regulatory developments could adversely affect the Company’s business, financial condition or results
of operations.

The Company is subject to various federal, state and local laws, rules, regulations, inquiries and initiativesin connection
with both its core business operations and its credit card and other ancillary operations (including the Credit Card Act of 2009
and the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the “ Dodd-Frank Act”)). Recent and future
developments relating to such matters could increase the Company's compliance costs and adversely affect the profitability of
its credit card and other operations. In addition, the Company is regularly involved in various litigation matters that arise in the
ordinary course of its business. Adverse outcomes in current or future litigation could adversely affect the Company’s financia
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condition, results of operations and cash flows.

Factors beyond the Company’s control could affect the Company’s stock price.

The Company’s stock price, like that of other retail companies, is subject to significant volatility because of many factors,
including factors beyond the control of the Company. These factors may include:

. general economic and stock and credit market conditions;

. risks relating to the Company’s business and its industry, including those discussed above;

. strategic actions by the Company or its competitors;

. variations in the Company’s quarterly results of operations;

. future sales or purchases of the Company’s common stock; and

. investor perceptions of the investment opportunity associated with the Company’s common stock relative to

other investment alternatives.

In addition, the Company may fail to meet the expectations of its stockholders or of analysts at sometime in the future. If
the analysts that regularly follow the Company’s stock lower their rating or lower their projections for future growth and
financial performance, the Company’s stock price could decline. Also, sales of a substantial number of shares of the Company’s
common stock in the public market or the appearance that these shares are available for sale could adversely affect the market
price of the Company’s common stock.

Item 1B. Unresolved Staff Comments.
None.
Item 2. Properties.

The properties of the Company consist primarily of stores and related facilities, including warehouses and distribution
and fulfillment centers. The Company also owns or leases other properties, including corporate office space in Cincinnati and
New York and other facilities at which centralized operational support functions are conducted. As of January 28, 2012, the
operations of the Company included 842 retail storesin 45 states, the District of Columbia, Puerto Rico and Guam, comprising
atotal of approximately 151,900,000 square feet. Of such stores, 464 were owned, 266 were leased and 112 stores were
operated under arrangements where the Company owned the building and leased the land. Substantially all owned properties
are held free and clear of mortgages. Pursuant to various shopping center agreements, the Company is obligated to operate
certain stores for periods of up to 20 years. Some of these agreements require that the stores be operated under a particular
name. Most |eases require the Company to pay real estate taxes, maintenance and other costs; some also require additional
payments based on percentages of sales and some contain purchase options. Certain of the Company’sreal estate |eases have
termsthat extend for a significant number of years and provide for rental rates that increase or decrease over time.



Additional information about the Company’s stores and warehouses, distribution and fulfillment centers (“DC's”) as of
January 28, 2012 is asfollows:

Stores
Subject to
Total Owned Leased a Ground Total Owned

Geographic Region Stores Stores Stores Lease DC’s DC’s
Mid-AtlantiC .....covveireireererer e 105 55 33 17 3 2
NOIMH .o 82 65 13 4 2 2
NOMhEASE......ccveveevereeeee e 105 55 41 9 2 2
NOMOWESE......cooeiiiieeiiceee e 126 39 69 18 3 1
SOULNEBSE.....cvieeeieec e 110 72 18 20 3 2
SOULNWESL......eeeeeiieeiie e 117 45 48 24 2 2
MIOWESE ..o 94 56 27 11 2 2
South Central .........coceieiviciircces 103 77 17 9 3 2

842 464 266 112 20 15

The eight geographic regions detailed in the foregoing table are based on the Company’s Macy’s branded operational
structure. The Company’s retail stores are located at urban or suburban sites, principally in densely populated areas across the
United States. Store count activity was as follows:

2011 2010 2009
Store count at beginning of fiscal Year........ccccocevieveevecese e, 850 850 847
Stores opened and Other EXPaNSIONS .........cc.cereireereenereseese e 4 7 9
IS 0= o 015 o [ (12 @) (6)
Store count at end of fiSCal Year.........ccvccvveeve e 842 850 850

Item 3. Legal Proceedings.

On October 3, 2007, Ebrahim Shanehchian, an alleged participant in the Macy’s, Inc. Profit Sharing 401(Kk) Investment
Plan (the “401(k) Plan”), filed alawsuit in the United States District Court for the Southern District of Ohio on behalf of
persons who participated in the 401(k) Plan and The May Department Stores Company Profit Sharing Plan (the “May Plan”)
between February 27, 2005 and the present. The lawsuit has been conditionally certified as a class action. The complaint
alleges that the Company, as well as members of the Company’s board of directors and certain members of senior management,
breached various fiduciary duties owed under the Employee Retirement Income Security Act (“ERISA™) to participantsin the
401(k) Plan and the May Plan, by making false and misleading statements regarding the Company’s business, operations and
prospectsin relation to the integration of the acquired May operations, resulting in supposed “artificial inflation” of the
Company’s stock price and “imprudent investment” by the 401(k) Plan and the May Plan in Macy’s stock. The plaintiff seeks
an unspecified amount of compensatory damages and costs. The Company believes the lawsuit is without merit and intends to
contest it vigorously.

The Company and its subsidiaries are also involved in various proceedings that are incidental to the normal course of
their businesses. As of the date of this report, the Company does not expect that any of such proceedings will have a material
adverse effect on the Company’s financial position or results of operations.

Item 4. Mine Safety Disclosures.

Not Applicable.



PART 1T

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.

The Common Stock is listed on the NY SE under the trading symbol “M.” As of January 28, 2012, the Company had
approximately 21,000 stockholders of record. The following table sets forth for each fiscal quarter during 2011 and 2010 the
high and low sales prices per share of Common Stock as reported on the NY SE Composite Tape and the dividend declared with
respect to each fiscal quarter on each share of Common Stock.

2011 2010
Low High Dividend Low High Dividend
LSt QUEITEN ...t 21.69 25.99 0.0500 15.34 25.25 0.0500
200 QUAIES ...t 23.98 30.62 0.1000 16.93 24.84 0.0500
3rd QUAITES ..o 22.66 32.35 0.1000 18.70 25.26 0.0500
AN QUAITEY ..t 28.69 35.92 0.1000 22.78 26.32 0.0500

On January 5, 2012, the Company's board of directors declared a quarterly dividend of 20 cents per diluted share on its
common stock, payable April 2, 2012 to shareholders of record at the close of business on March 15, 2012. The declaration
and payment of future dividends will be at the discretion of the Company’s Board of Directors, are subject to restrictions under
the Company’s credit facility and may be affected by various other factors, including the Company’s earnings, financial
condition and legal or contractual restrictions.

The following table provides information regarding the Company’s purchases of Common Stock during the fourth quarter
of 2011.

Total

Number Average Number of Shares Open
of Shares Price per Purchased under Authorization
Purchased Share ($) Program (1) Remaining (1)($)
(thousands) (thousands) (millions)
October 30, 2011 — November 26, 2011.........ccccocerererennenne 928 30.76 928 602
November 27, 2011 — December 31, 2011........cccocvreruennee. — — — 602
January 1, 2012 — January 28, 2012 .........cccceeieneeiieneeeene 7,266 34.41 7,266 1,352
8,194 34.00 8,194

(1) Commencing in January 2000, the Company’s board of directors has from time to time approved authorizations to
purchase, in the aggregate, up to $10,500 million of Common Stock. All authorizations are cumulative and do not have an
expiration date. As of January 28, 2012, $1,352 million of authorization remained unused. The Company may continue,
discontinue or resume purchases of Common Stock under these or possible future authorizations in the open market, in
privately negotiated transactions or otherwise at any time and from time to time without prior notice.
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The following graph compares the cumulative total stockholder return on the Common Stock with the Standard & Poor’s
500 Composite Index and the Standard & Poor’s Retail Department Store Index for the period from January 29, 2007 through
January 27, 2012, assuming an initia investment of $100 and the reinvestment of al dividends, if any.

‘$12O | <Macy's
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N

$0
2009 2010 2011 2012 2007 2008

. ___________________________________________________________|
The companies included in the S& P Retail Department Store Index are Dillard’s, Macy's, J.C. Penney, Kohl’s, Nordstrom
and Sears.
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Item 6. Selected Financial Data.

The selected financial data set forth below should be read in conjunction with the Consolidated Financial Statements and
the notes thereto and the other information contained el sewhere in this report.

2011 2010 2009* 2008* 2007

(millions, except per share data)

Consolidated Statement of Operations Data:

NEL SAIES......eeeeerr e $ 26,405 $ 25003 $ 23489 $ 24892 $ 26,313
COSE Of SAIES.....cucuiiieitccctece ettt (25,738) (14,824) (23,973) (15,009) (15,677)
GIOSS MAIGIN......ocuiuiuiteeiaeeeecaeteseaete st sc et seseseseaeseseaeae s e beseaebeseaebeseaeaens 10,667 10,179 9,516 9,883 10,636
Selling, general and administrative eXpenses..........cooceeeeveeeeeeevenennns (8,281) (8,260) (8,062) (8,481) (8,554)
Gain on sale of properties, impairments, store closing
costs and division consolidation COSES.........oevvireivereereeeeieeeeeeeens 25 (25) (391) (398) —
Goodwill impairment Charges............ccevceeeeeeeesees s — — — (5,382) —
May iNtegration COSES...........ccvvueieieeeeeiieeee ettt — — — — (219)
Operating iNCOME (10SS) .......cceueuieiieereeeeee et 2,411 1,894 1,063 (4,378) 1,863
INtEreSt EXPENSE (B) ...vvuvvereeeierieeieeteeetetete ettt et et ne (447) (579) (562) (588) (579)
INErESE INCOME........ooiiiieiiee s 4 5 6 28 36
Income (loss) from continuing operations before income taxes.. 1,968 1,320 507 (4,938) 1,320
Federal, state and local income tax benefit (expense) ...........ccceevunee. (712) (473) (178) 163 (411)
Income (loss) from continuing Operations..............cccceeeeeveeeeeieeeeeeeenne. 1,256 847 329 (4,775) 909
Discontinued operations, net of income taxes (b)...........cccoverrerirenene. — — — — (16)
NELINCOME (0SS) ...ttt ettt enanas $ 1,256 $ 847 $ 329 % 4,775) $ 893
Basic earnings (10ss) per share: -
Income (l0ss) from continuing OPErations............cco.eeveveereeeeeeeseeennns $ 296 $ 200 $ 078 $ (11.34) $ 2.04
NELINCOME (I0SS) ...ttt sttt 2.96 2.00 0.78 (11.34) 2.00
Diluted earnings (loss) per share:
Income (loss) from continuing operations..............ccceveveveveeeveeeeeneennne. $ 292 $ 198 $ 078 $ (11.34) $ 2.01
Net income (loss) . 2.92 1.98 0.78 (11.34) 197
Average number of shares outstanding.............ccceeveveveeeeeeeeeeeeeeeeee e 4235 422.2 420.4 420.0 445.6
Cash dividends paid Per Share...........covevvveeeeeeeeeeeesee s ssseeesesessesens $ 3500 % 2000 $ 2000 $ 5275 % 5175
Depreciation and amortiZation..............cc.ceeeveeeeiereeeeeee e $ 1,085 $ 1,150 $ 1,210 $ 1,278 % 1,304
Capital EXPENAITUIES...........coeeiieeeeeeeeee ettt $ 764 % 505 $ 460 $ 897 $ 1,105
Balance Sheet Data (at year end):
Cash and cash equIVaIENLS............ccceeierieciceceece e $ 2,827 $ 1,464 $ 1,686 $ 1,38 $ 676
TOEl BSSELS......cocveveveieieieteie et 22,095 20,631 21,300 22,145 27,789
SNOr-tErM AEDL ... 1,103 454 242 966 666
LONG-TErM AEDL........oveeeeecereee e 6,655 6,971 8,456 8,733 9,087
Shareholders’ equity. 5,933 5,530 4,653 4,620 9,907
* The Company changed its methodology for recording deferred state income taxes from a blended rate basis to a separate entity basis, and has

reflected the effects of such change retroactively to fiscal 2008. Even though the Company considers the change to have had only an immaterial
impact on its financial condition, results of operations and cash flows, the financial condition, results of operations and cash flows for the prior
periods as previously reported have been adjusted to reflect the change.

€) Interest expense in 2010 includes approximately $66 million of expenses associated with the early retirement of approximately $1,000 million of
outstanding debt.
(b) Discontinued operations include the after-tax results of the After Hours Formalwear business, including an after-tax loss of $7 million on the

disposal of After Hours Formalwear.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The Company is aretail organization operating stores and Internet websites under two brands (Macy's and
Bloomingdal€'s) that sell awide range of merchandise, including apparel and accessories (men's, women's and children's),
cosmetics, home furnishings and other consumer goods in 45 states, the District of Columbia, Guam and Puerto Rico. As of
January 28, 2012, the Company's operations were conducted through Macy's, macys.com, Bloomingdal€'s, bloomingdal es.com
and Bloomingdal€e's Outlet which are aggregated into one reporting segment in accordance with the Financial Accounting
Standards Board (“FASB") Accounting Standards Codification (“ASC") Topic 280, “ Segment Reporting.”

The Company is focused on three key strategies for continued growth in sales, earnings and cash flow in the years ahead:
(i) maximizing the My Macy's localization initiative; (ii) driving the omnichannel business; and (iii) embracing customer
centricity, including engaging customers on the selling floor through the MAGIC selling program.

The My Macy's localization initiative was devel oped with the goal of accelerating sales growth in existing locations by
ensuring that core customers surrounding each Macy's store find merchandise assortments, size ranges, marketing programs
and shopping experiences that are custom-tailored to their needs. My Macy's has concentrated more management talent in local
markets, effectively reducing the “span of control” over local stores; created new positionsin the field to work with planning
and buying executives in helping to understand and act on the merchandise needs of local customers; and empowered locally
based executives to make more and better decisions. Also as part of the My Macy's transformation, the Company's Macy's
branded stores were reorganized in a unified operating structure with division central office organizations eliminated. This has
reduced central office and administrative expense, eliminated duplication, sharpened execution, and hel ped the Company to
make decisions faster and partner more effectively with its suppliers and business partners.

The Company's omnichannel strategy allows customers to shop seamlessly in stores, online and via mobile devices.

Macy's MAGIC selling program is an approach to customer engagement that helps Macy's to better understand the needs
of customers, aswell as to provide options and advice. This comprehensive training and coaching program is designed to
improve the in-store shopping experience.

In 2010, the Company piloted a new Bloomingdal€'s Outlet store concept. Bloomingdale's Outlet stores are each
approximately 25,000 sguare feet and offer arange of apparel and accessories, including women's ready-to-wear, men's,
children's, women's shoes, fashion accessories, jewelry, handbags and intimate apparel.

Additionally, in February 2010, Bloomingdale's opened in Dubai, United Arab Emirates under alicense agreement with
Al Tayer Insignia, a company of Al Tayer Group, LLC, under which the Company is entitled to alicense fee in accordance with
the terms of the underlying agreement, generally based upon the greater of the contractually earned or guaranteed minimum
amounts.

During 2010, the Company opened two new Macy's stores, one new Bloomingdal€'s store, and four Bloomingdale's
Outlet stores. During 2011, the Company opened three new Bloomingdal€'s Outlet stores and re-opened one Macy's store that
had been closed in 2010 due to flood damage. As of the date of this report, the Company had opened two new Macy's stores
and intends to open five Bloomingdal€'s Outlet stores during the remainder of fiscal 2012. The Company has announced that in
2013 and early 2014 it intends to open three new Macy's stores, one Macy's replacement store, one new Bloomingdal€'s store,
one Bloomingdale's replacement store, and may open additional Bloomingdal€'s Outlet stores.

The Company's operations are impacted by competitive pressures from department stores, specialty stores, mass
merchandisers, Internet websites and all other retail channels. The Company's operations are also impacted by general
consumer spending levels, including the impact of general economic conditions, consumer disposable income levels, consumer
confidence levels, the availability, cost and level of consumer debt, the costs of basic necessities and other goods and the effects
of weather or natural disasters and other factors over which the Company has little or no control.

In recent years, consumer spending levels have been affected to varying degrees by a number of factors, including
substantial declinesin the level of general economic activity and real estate and investment values, substantial increasesin
consumer pessimism, unemployment and the costs of basic necessities, and a significant tightening of consumer credit. These
factors have affected to varying degrees the amount of funds that consumers are willing and able to spend for discretionary
purchases, including purchases of some of the merchandise offered by the Company.

The effects of economic conditions have been, and may continue to be, experienced differently, or at different times, in
the various geographic regions in which the Company operates, in relation to the different types of merchandise that the
Company offersfor sale, or in relation to the Company's Macy's-branded and Bloomingdal €'s-branded operations. All
economic conditions, however, ultimately affect the Company's overall operations. Based on its assessment of current and
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anticipated market conditions and its recent performance, the Company is assuming that its comparable store salesin 2012 will
increase approximately 3.5% from 2011 levels.

The discussion in this Item 7 should be read in conjunction with our Consolidated Financial Statements and the related
notes included elsewhere in this report. The discussion in this Item 7 contains forward-looking statements that reflect the
Company's plans, estimates and beliefs. The Company's actual results could materially differ from those discussed in these
forward-looking statements. Factors that could cause or contribute to those differences include, but are not limited to, those
discussed below and elsewhere in this report, particularly in “Risk Factors’ and “ Forward-L ooking Statements.”

Results of Operations

Comparison of the 52 Weeks Ended January 28, 2012 and January 29, 2011. Net income for 2011 was $1,256 million,
compared to net income of $847 million for 2010, reflecting the benefits of the key strategies at Macy's, the continued strong
performance at Bloomingdal€e's and higher income from credit operations. For 2011, gain on sale of properties, impairments
and store closing costs positively affected net income by $25 million on a pretax basis. For 2010, impairments and store
closing costs and expenses associated with the early retirement of debt negatively affected net income by $91 million on a
pretax basis.

Net sales for 2011 totaled $26,405 million, compared to net sales of $25,003 million for 2010, an increase of $1,402
million or 5.6%. On a comparable store basis, net sales for 2011 were up 5.3% compared to 2010. Sales from the Company's
Internet businesses in 2011 increased 39.6% compared to 2010 and positively affected the Company's 2011 comparable store
sales by 1.5%. The Company continues to benefit from the successful execution of the My Macy's localization strategy.
Geographically, salesin 2011 were strongest in the southern regions. By family of business, salesin 2011 were strongest in
cosmetics and fragrances, handbags, watches, men's, home textiles and furniture. Sales of the Company's private label brands
continued to be strong and represented approximately 20% of net sales in the Macy's-branded storesin 2011. Salesin 2011
were less strong in women's traditional casual apparel, juniors and cold weather merchandise. The Company calculates
comparable store sales as sales from stores in operation throughout 2010 and 2011 and all net Internet sales. Stores undergoing
remodeling, expansion or relocation remain in the comparable store sales calculation unless the storeis closed for a significant
period of time. Definitions and calculations of comparable store sales differ among companies in the retail industry.

Cost of sales was $15,738 million or 59.6% of net sales for 2011, compared to $14,824 million or 59.3% of net sales for
2010, an increase of $914 million. The cost of salesrate as a percent to net sales was higher in 2011, as compared to 2010,
primarily due to the expansion of free shipping on macys.com and in stores since the fourth quarter of 2010. The valuation of
merchandise inventories on the last-in, first-out basis did not impact cost of salesin either period.

Selling, general and administrative (“SG&A™) expenses were $8,281 million or 31.4% of net sales for 2011, compared to
$8,260 million or 33.0% of net sales for 2010, an increase of $21 million. The SG& A rate as a percent of net sales was 160
basis points lower in 2011, as compared to 2010, reflecting increased net sales. SG& A expensesin 2011 were impacted by
higher selling costs as aresult of stronger sales, higher advertising expense, and greater investments in the Company's
omnichannel operations, partialy offset by higher income from credit operations and lower depreciation and amortization
expense. Advertising expense, net of cooperative advertising allowances, was $1,136 million for 2011 compared to $1,072
million for 2010. Advertising expense, net of cooperative advertising allowances, as a percent of net sales was 4.3% for both
2011 and 2010. Income from credit operations was $582 million in 2011 as compared to $332 million in 2010. Depreciation
and amortization expense was $1,085 million for 2011, compared to $1,150 million for 2010.

Gain on sale of properties, impairments and store closing costs for 2011 included a $54 million gain from the sale of store
leases related to the 2006 divestiture of Lord & Taylor, partialy offset by $22 million of asset impairment charges and $7
million of other costs and expenses primarily related to the store closings announced in January 2012.

Impairments and store closing costs for 2010 amounted to $25 million and included $18 million of asset impairment
charges and $7 million of other costs and expenses related to the store closings announced in January 2011.

Net interest expense was $443 million for 2011, compared to $574 million for 2010, a decrease of $131 million. Net
interest expense for 2011 benefited from lower levels of borrowings as compared to 2010, resulting from both the early
retirement of outstanding debt during fiscal 2010 and the repayment of debt at maturity. Interest expense for 2010 also
included approximately $66 million of expenses associated with the early retirement of debt.

The Company's effective tax rate of 36.2% for 2011 and 35.8% for 2010 differ from the federal income tax statutory rate
of 35%, and on a comparative basis, principally because of the effect of state and local income taxes, including the settlement
of various tax issues and tax examinations.

14



Comparison of the 52 Weeks Ended January 29, 2011 and January 30, 2010. Net income for 2010 was $847 million,
compared to net income of $329 million for 2009, reflecting the benefits of the strategic initiatives at Macy's and the continued
strong performance at Bloomingdale's. The net income for 2010 included the impact of $25 million of impairments and store
closing costs and approximately $66 million of expenses associated with the early retirement of debt. The net income for 2009
included the impact of $391 million of impairments, store closing costs and division consolidation costs.

Net sales for 2010 totaled $25,003 million, compared to net sales of $23,489 million for 2009, an increase of $1,514
million or 6.4%. On a comparable store basis, net sales for 2010 were up 4.6% compared to 2009. Sales from the Company's
Internet businesses in 2010 increased 28.7% compared to 2009 and positively affected the Company's 2010 comparable store
sales by 0.9%. The Company has realized continued success in the My Macy's localization strategy. Geographically, salesin
2010 were strongest in Florida and the upper Midwest. By family of business, salesin 2010 were strongest in updated women's
apparel, particularly the Company's I-N-C brand, jewelry and watches, men's apparel and accessories, luggage, furniture and
mattresses. Sales of the Company's private label brands continued to be strong and represented approximately 20% of net sales
in the Macy's-branded storesin 2010. Salesin 2010 were less strong in traditional women's sportswear. The Company
calculates comparabl e store sales as sales from stores in operation throughout 2009 and 2010 and all net Internet sales. Stores
undergoing remodeling, expansion or relocation remain in the comparable store sales calculation unless the store is closed for a
significant period of time. Definitions and cal culations of comparable store sales differ among companiesin the retail industry.

Cost of sales was $14,824 million or 59.3% of net sales for 2010, compared to $13,973 million or 59.5% of net salesfor
2009, an increase of $851 million. The improved cost of sales rate reflected the benefit of good inventory management
throughout 2010. The valuation of merchandise inventories on the last-in, first-out basis did not impact cost of salesin either
period.

SG& A expenses were $8,260 million or 33.0% of net sales for 2010, compared to $8,062 million or 34.3% of net sales
for 2009, an increase of $198 million. The SG& A rate as a percent of net sales was lower in 2010, as compared to 2009,
reflecting an increase in net sales. SG& A expenses in 2010 increased due to higher selling costs as a result of stronger sales,
higher workers' compensation and general liability insurance costs, higher pension and supplementary retirement plan expense,
and higher costs in support of the Company's omnichannel operations, partially offset by lower depreciation and amortization
expense, lower stock-based compensation expense, higher income from credit operations and lower advertising expense.
Workers' compensation and general liability insurance costs were $148 million for 2010, compared to $124 million for 2009.
Pension and supplementary retirement plan expense amounted to $144 million for 2010, compared to $110 million for 2009.
Depreciation and amortization expense was $1,150 million for 2010, compared to $1,210 million for 2009. Stock-based
compensation expense was $66 million for 2010, compared to $76 million for 2009. Income from credit operations was $332
million in 2010 as compared to $323 million in 2009. Advertising expense, net of cooperative advertising allowances, was
$1,072 million for 2010 compared to $1,087 million for 2009.

Impairments and store closing costs for 2010 amounted to $25 million and included $18 million of asset impairment
charges and $7 million of other costs and expenses related to the store closings announced in January 2011.

Impairments, store closing costs and division consolidation costs for 2009 amounted to $391 million and included $115
million of asset impairment charges, $6 million of other costs and expenses related to the store closings announced in January
2010, and $270 million of restructuring-related costs and expenses associated with the division consolidation and localization
initiatives, primarily severance and other human resource-related costs.

Net interest expense was $574 million for 2010, compared to $556 million for 2009, an increase of $18 million. The
increase in net interest expense was primarily due to approximately $66 million of expenses associated with the early
retirement of approximately $1,000 million of outstanding debt during 2010, partially offset by lower levels of borrowings due
primarily to such early retirement of outstanding debt.

The Company's effective tax rate of 35.8% for 2010 and 35.2% for 2009 differed from the federal income tax statutory
rate of 35%, and on a comparative basis, principally because of the effect of state and local income taxes and the settlement of
various tax issues and tax examinations. Federal, state and local income tax expense for 2009 included a benefit of
approximately $21 million related to the settlement of federal income tax examinations, primarily attributable to the disposition
of former subsidiaries.

Liquidity and Capital Resources

The Company's principal sources of liquidity are cash from operations, cash on hand and the credit facility described
below.

Net cash provided by operating activities in 2011 was $2,093 million, compared to $1,506 million provided in 2010,
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reflecting higher net income and alower pension contribution in 2011. During 2011, the Company made pension funding
contributions totaling approximately $375 million, compared to pension funding contributions made during 2010 of
approximately $825 million.

The Company is currently planning to make a pension funding contribution of approximately $150 million in 2012.

Net cash used by investing activities was $617 million for 2011, compared to net cash used by investing activities of
$465 million for 2010. Investing activities for 2011 include purchases of property and egquipment totaling $555 million and
capitalized software of $209 million, compared to purchases of property and equipment totaling $339 million and capitalized
software of $166 million for 2010. Cash flows from investing activities included $114 million and $74 million from the
disposition of property and equipment for 2011 and 2010, respectively.

The Company's budgeted capital expenditures are approximately $850 million for 2012, primarily related to new stores,
store remodels, maintenance, the renovation of Macy's Herald Square, technology and omnichannel investments, and
distribution network improvements, including construction of a new fulfillment center. Management presently anticipates
funding such expenditures with cash on hand and cash from operations.

Net cash used by the Company for al financing activities was $113 million for 2011, including the acquisition of the
Company's common stock under its share repurchase program at an approximate cost of $500 million, the repayment of $454
million of debt and the payment of $148 million of cash dividends, partially offset by the issuance of $800 million of debt, the
issuance of $162 million of common stock, primarily related to the exercise of stock options, and an increase in outstanding
checks of $49 million. The debt issued during 2011 includes $550 million of 3.875% senior notes due 2022 and $250 million
of 5.125% senior notes due 2042, the proceeds of which will be used to retire indebtedness maturing during the first half of
2012. The debt repaid during 2011 includes $330 million of 6.625% senior notes due April 1, 2011 and $109 million of 7.45%
senior debentures due September 15, 2011.

Net cash used by the Company for all financing activities was $1,263 million for 2010, including the repayment of
$1,245 million of debt and the payment of $84 million of cash dividends, partially offset by an increase in outstanding checks
of $24 million and the issuance of $43 million of common stock, primarily related to the exercise of stock options. The debt
repaid during 2010 included the early retirement of approximately $1,000 million of outstanding debt with various stated
maturities, and payment at maturity of $76 million of 8.5% senior notes due June 1, 2010 and $150 million of 10.625% senior
debentures due November 1, 2010.

On February 27, 2012, the Company notified holders of the $173 million of 8.0% senior debentures due July 15, 2012 of
the Company's intent to redeem the debentures on March 29, 2012, as allowed under the terms of the indenture. The price for
the redemption is calculated pursuant to the indenture and will result in the recognition of additional interest expense of
approximately $4 million. By redeeming this debt early, the Company will save approximately $4 million of interest expense
during 2012. In addition, the Company repaid $616 million of 5.35% senior notes due March 15, 2012 at maturity. The
Company will also repay $298 million of debt maturing in January 2013, and presently anticipates funding the repayment with
cash on hand and cash from operations. Additionally, the Company presently anticipates using cash on hand to continue the
acquisition of the Company's common stock during 2012. The Company may continue or, from time to time, suspend
repurchases of shares under its share repurchase program, depending on prevailing market conditions, alternate uses of capital
and other factors.

The Company entered into a credit agreement with certain financia institutions on June 20, 2011 providing for revolving
credit borrowings and letters of credit in an aggregate amount not to exceed $1,500 million (which amount may be increased to
$1,750 million at the option of the Company, subject to the willingness of existing or new lenders to provide commitments for
such additional financing) outstanding at any particular time. This agreement is set to expire June 20, 2015 and replaced a
$2,000 million facility which was set to expire August 30, 2012. As of January 28, 2012 and throughout al of 2011, the
Company had no borrowings outstanding under its credit agreements.

The credit agreement requires the Company to maintain a specified interest coverage ratio for the latest four quarters of
no less than 3.25 and a specified leverage ratio as of and for the latest four quarters of no more than 3.75. The Company's
interest coverage ratio for 2011 was 7.44 and its leverage ratio at January 28, 2012 was 2.17, in each case as calculated in
accordance with the credit agreement. The interest coverage ratio is defined as EBITDA (earnings before interest, taxes,
depreciation and amortization) over net interest expense and the leverage ratio is defined as debt over EBITDA. For purposes
of these calculations EBITDA is calculated as net income plus interest expense, taxes, depreciation, amortization, non-cash
impairment of goodwill, intangibles and real estate, non-recurring cash charges not to exceed in the aggregate $400 million and
extraordinary losses less interest income and non-recurring or extraordinary gains. Debt and net interest are adjusted to exclude
the premium on acquired debt and the resulting amortization, respectively.
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A breach of arestrictive covenant in the Company's credit agreement or the inability of the Company to maintain the
financial ratios described above could result in an event of default under the credit agreement. In addition, an event of default
would occur under the credit agreement if any indebtedness of the Company in excess of an aggregate principal amount of
$150 million becomes due prior to its stated maturity or the holders of such indebtedness become able to cause it to become
due prior to its stated maturity. Upon the occurrence of an event of default, the lenders could, subject to the terms and
conditions of the credit agreement, elect to declare the outstanding principal, together with accrued interest, to be immediately
due and payable.

Moreover, most of the Company's senior notes and debentures contain cross-default provisions based on the non-payment
at maturity, or other default after an applicable grace period, of any other debt, the unpaid principal amount of which is not less
than $100 million, that could be triggered by an event of default under the credit agreement. In such an event, the Company's
senior notes and debentures that contain cross-default provisions would also be subject to acceleration.

At January 28, 2012, no notes or debentures contain provisions requiring acceleration of payment upon a debt rating
downgrade. However, the terms of approximately $3,800 million in aggregate principal amount of the Company's senior notes
outstanding at that date require the Company to offer to purchase such notes at a price equal to 101% of their principal amount
plus accrued and unpaid interest in specified circumstances involving both a change of control (as defined in the applicable
indenture) of the Company and the rating of the notes by specified rating agencies at alevel below investment grade.

Asaresult of upgrades of the notes by specified rating agencies, the rate of interest payable in respect of $612 millionin
aggregate principal amount of the Company's senior notes outstanding at January 28, 2012 decreased by .25 percent per annum
to 8.125% effective in May 2011 and decreased by .25 percent per annum to 7.875%, its stated interest rate, effective in January
2012. Therate of interest payable in respect of these senior notes outstanding at January 28, 2012 could increase by up to 2.0
percent per annum from its current level in the event of one or more downgrades of the notes by specified rating agencies.

On January 5, 2012, the Company's board of directors approved an additional $1,000 million authorization to the
Company's existing share repurchase program. During 2011, the Company repurchased approximately 16,356,500 shares of its
common stock for atotal of approximately $500 million. Asof January 28, 2012, the Company had approximately $1,352
million of authorization remaining under its share repurchase program. The Company may continue or, from time to time,
suspend repurchases of shares under its share repurchase program, depending on prevailing market conditions, aternate uses of
capital and other factors.

On January 5, 2012, the Company's board of directors declared a quarterly dividend of 20 cents per share on its common
stock, payable April 2, 2012 to Macy's shareholders of record at the close of business on March 15, 2012. Thisdividend
reflects an increase of 100% over the previous quarterly dividend rate of 10 cents per share. The dividend had been increased
during the second quarter of 2011 to 10 cents per share from the previous quarterly dividend rate of 5 cents per share.

At January 28, 2012, the Company had contractual obligations (within the scope of Item 303(a)(5) of Regulation S-K) as
follows:

Obligations Due, by Period

Less than 1-3 3-5 More than
Total 1 Year Years Years 5 Years
(millions)
Short-terM dEBt ... e $ 1009 $ 1009 $ — % — $ _
Long-term debt..........ccoveiiiiiiiie e 6,404 — 582 1,823 3,999
a1 (S (= A0 g 1o (= o F 5,193 455 812 674 3,252
Capital 1ease 0bligations...........covveveinerineeierseee e 74 6 10 6 52
Operating |€aSES..........ccvirereeeeres e 2,767 255 468 355 1,689
Letters of credit........ooovveeieiieceeeee e 34 34 — — —
Other obligations..........cccvreeinneee e 3,838 2,251 563 256 768

$ 19409 $ 4100 $ 2435 $ 3114 $ 9,760

“Other obligations” in the foregoing table includes post employment and postretirement benefits, self-insurance reserves,
group medical/dental/life insurance programs, merchandise purchase obligations and obligations under outsourcing
arrangements, construction contracts, energy and other supply agreements identified by the Company and liabilities for
unrecognized tax benefits that the Company expects to settle in cash in the next year. The Company's merchandise purchase
obligations fluctuate on a seasonal basis, typically being higher in the summer and early fall and being lower in the late winter
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costs incurred by the Company to promote the vendors' merchandise and are netted against advertising and promotional costs
when the related costs are incurred in accordance with ASC Subtopic 605-50. Advertising allowances in excess of costs
incurred are recorded as a reduction of merchandise costs. The arrangements pursuant to which the Company's vendors provide
allowances, while binding, are generally informal in nature and one year or lessin duration. The terms and conditions of these
arrangements vary significantly from vendor to vendor and are influenced by, among other things, the type of merchandise to
be supported. Although it is highly unlikely that there will be any significant reduction in historical levels of vendor support, if
such areduction were to occur, the Company could experience higher costs of sales and higher advertising expense, or reduce
the amount of advertising that it uses, depending on the specific vendors involved and market conditions existing at the time.

Physical inventories are generally taken within each merchandise department annually, and inventory records are adjusted
accordingly, resulting in the recording of actual shrinkage. Whileit is not possible to quantify the impact from each cause of
shrinkage, the Company has loss prevention programs and policies that are intended to minimize shrinkage. Physical
inventories are taken at all store locations for substantially all merchandise categories approximately three weeks before the end
of the fiscal year. Shrinkage is estimated as a percentage of sales at interim periods and for this approximate three-week period,
based on historical shrinkage rates.

Long-Lived Asset Impairment and Restructuring Charges

The carrying values of long-lived assets are periodically reviewed by the Company whenever events or changesin
circumstances indicate that a potential impairment has occurred. For long-lived assets held for use, a potential impairment has
occurred if projected future undiscounted cash flows are less than the carrying value of the assets. The estimate of cash flows
includes management's assumptions of cash inflows and outflows directly resulting from the use of those assets in operations.
When a potential impairment has occurred, an impairment write-down is recorded if the carrying value of the long-lived asset
exceedsitsfair value. The Company believesits estimated cash flows are sufficient to support the carrying value of itslong-
lived assets. If estimated cash flows significantly differ in the future, the Company may be required to record asset impai rment
write-downs.

If the Company commits to a plan to dispose of along-lived asset before the end of its previously estimated useful life,
estimated cash flows are revised accordingly, and the Company may be required to record an asset impairment write-down.
Additionally, related liabilities arise such as severance, contractual obligations and other accruals associated with store closings
from decisions to dispose of assets. The Company estimates these liabilities based on the facts and circumstances in existence
for each restructuring decision. The amounts the Company will ultimately realize or disburse could differ from the amounts
assumed in arriving at the asset impairment and restructuring charge recorded.

The Company classifies certain long-lived assets as held for disposal by sale and ceases depreciation when the particular
criteriafor such classification are met, including the probable sale within one year. For long-lived assets to be disposed of by
sale, an impairment charge is recorded if the carrying amount of the asset exceeds its fair value less costs to sell. Such
valuations include estimations of fair values and incremental direct costs to transact a sale.

Goodwill and Intangible Assets

The Company reviews the carrying value of its goodwill and other intangible assets with indefinite lives at least annually
for possible impairment in accordance with ASC Topic 350, “Intangibles - Goodwill and Other.” Goodwill and other intangible
assets with indefinite lives have been assigned to reporting units for purposes of impairment testing. The reporting units are the
Company's retail operating divisions and the Macy's retail operating division is the only reporting unit with goodwill and
intangible assets. Goodwill and other intangible assets with indefinite lives are tested for impairment annually at the end of the
fiscal month of May. The goodwill impairment test currently involves a two-step process. The first step involves estimating the
fair value of each reporting unit based on its estimated discounted cash flows and comparing the estimated fair value of each
reporting unit to its carrying value. If this comparison indicates that a reporting unit's estimated fair value is less than its
carrying value, a second step is required. If applicable, the second step requires the Company to allocate the fair value of the
reporting unit to the estimated fair value of the reporting unit's net assets, with any fair value in excess of amounts allocated to
such net assets representing the implied fair value of goodwill for that reporting unit. If the carrying value of an individual
indefinite-lived intangible asset exceeds its fair value, such individual indefinite-lived intangible asset is written down by an
amount equal to such excess.

Beginning with the annual review of the carrying value of goodwill and other intangible assets with indefinite livesin
2012, the goodwill impairment test will begin with an assessment of qualitative factors to determineif it is more likely than not
that the fair value of areporting unit is less than the carrying amount. The results of this assessment, which will require the
exercise of substantial judgment by the Company
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The Company uses judgment in assessing whether assets may have become impaired between annual impairment tests.
The occurrence of achangein circumstances, such as continued adverse business conditions or other economic factors, would
determine the need for impairment testing between annual impairment tests. Based on the results of the most recent annual
impairment test of goodwill and indefinite-lived intangible assets completed during the second quarter of 2011, the Company
determined that goodwill and indefinite-lived intangible assets were not impaired as of May 28, 2011 and the estimated fair
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analysis of historical trends of losses, settlements, litigation costs and other factors, the amounts the Company will ultimately
disburse could differ from such accrued amounts.

Pension and Supplementary Retirement Plans

The Company has afunded defined benefit pension plan (the “ Pension Plan”) and an unfunded defined benefit
supplementary retirement plan (the “SERP"). The Company accounts for these plansin accordance with ASC Topic 715,
“Compensation - Retirement Benefits.” Under ASC Topic 715, an employer recognizes the funded status of a defined benefit
postretirement plan as an asset or liability on the balance sheet and recognizes changesin that funded status in the year in
which the changes occur through comprehensive income. Additionally, pension expense is recognized on an accrual basis over
employees' approximate service periods. The pension expense calculation is generally independent of funding decisions or
requirements. The Company anticipates that Pension and SERP expense, which was approximately $150 million in 2011, will
increase by approximately $65 million in 2012.

The Pension Protection Act of 2006 provides the funding requirements for the Pension Plan which are different from the
employer's accounting for the plan as outlined in ASC Topic 715. During 2011, the Company made funding contributions to the
Pension Plan totaling approximately $375 million. The Company is currently planning to make a pension funding contribution
of approximately $150 million in 2012. Management believes that, with respect to the Company's current operations, cash on
hand and funds from operations, together with available borrowing under its credit facility and other capital resources, will be
sufficient to cover the Company's Pension Plan cash requirementsin both the near term and also over the longer term.

At January 28, 2012, the Company had unrecognized actuarial losses of $1,558 million for the Pension Plan and $195
million for the SERP. The unrecognized losses for the Pension Plan and the SERP will be recognized as a component of
pension expense in future years in accordance with ASC Topic 715, and is expected to impact 2012 Pension and SERP expense
by approximately $155 million.

The calculation of pension expense and pension liabilities requires the use of a number of assumptions. Changesin these
assumptions can result in different expense and liability amounts, and future actual experience may differ significantly from
current expectations. The Company believes that the most critical assumptions relate to the long-term rate of return on plan
assets (in the case of the Pension Plan), the discount rate used to determine the present value of projected benefit obligations
and the weighted average rate of increase of future compensation levels.

Asof January 29, 2011, the Company lowered the assumed annual long-term rate of return for the Pension Plan's assets
from 8.75% to 8.00% based on expected future returns on the portfolio. The Company develops its expected long-term rate of
return assumption by evaluating input from several professional advisors taking into account the asset allocation of the
portfolio and long-term asset class return expectations, as well as long-term inflation assumptions. Pension expense increases
or decreases as the expected rate of return on the assets of the Pension Plan decreases or increases, respectively. Lowering or
raising the expected long-term rate of return on the Pension Plan's assets by 0.25% would increase or decrease the estimated
2012 pension expense by approximately $8 million.

The Company discounted its future pension obligations using a rate of 4.65% at January 28, 2012, compared to 5.40% at
January 29, 2011. The discount rate used to determine the present value of the Company's Pension Plan and SERP obligations
is based on ayield curve constructed from a portfolio of high quality corporate debt securities with various maturities. Each
year's expected future benefit payments are discounted to their present value at the appropriate yield curve rate, thereby
generating the overall discount rate for Pension Plan and SERP obligations. Pension liability and future pension expense both
increase or decrease as the discount rate is reduced or increased, respectively. Lowering the discount rate by 0.25% (from
4.65% to 4.40%) would increase the projected benefit obligation at January 28, 2012 by approximately $107 million and would
increase estimated 2012 pension expense by approximately $11 million. Increasing the discount rate by 0.25% (from 4.65% to
4.90%) would decrease the projected benefit obligation at January 28, 2012 by approximately $100 million and would decrease
estimated 2012 pension expense by approximately $10 million.

The assumed weighted average age-graded rate of increase in future compensation levels was 4.5% at January 28, 2012
and January 29, 2011 for the Pension Plan, and 4.9% at January 28, 2012 and January 29, 2011 for the SERP. The Company
developsits rate of compensation increase assumption on an age-graded basis based on recent experience and reflects an
estimate of future compensation levels taking into account general increase levels, seniority, promotions and other factors.
Pension liabilities and future pension expense both increase or decrease as the weighted average rate of increase of future
compensation levelsisincreased or decreased, respectively. Increasing or decreasing the assumed weighted average rate of
increase of future compensation levels by 0.25% would increase or decrease the projected benefit obligation at January 28,
2012 by approximately $17 million and change estimated 2012 pension expense by approximately $4 million.
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New Pronouncements

In May 2011, the FASB issued Accounting Standard Update No. 2011-04, which amends ASC Topic 820, “Fair Vaue
Measurements and Disclosures,” to result in common fair value measurements and disclosures between accounting principles
generally accepted in the United States of America and International Financial Reporting Standards. The amendments explain
how to measure fair value. They do not require additional fair value measurements and are not intended to establish valuation
standards or affect valuation practices outside of financial reporting. The amendments change the wording used to describe fair
value measurement requirements and disclosures, but often do not result in a change in the application of current guidance.
Certain amendments clarify the intent about the application of existing fair value measurement requirements, while certain
other amendments change a principle or requirement for fair value measurement or disclosure. This guidance is effective for
interim and annual periods beginning after December 15, 2011. The Company does not anticipate that the adoption of this
guidance will have an impact on the Company's consolidated financia position, results of operations or cash flows.

In June 2011, the FASB issued Accounting Standard Update No. 2011-05, which amends ASC Topic 220,
“Comprehensive Income,” to increase the prominence of items reported in other comprehensive income by eliminating the
option of presenting components of comprehensive income as part of the statement of changes in shareholders' equity. The
updated guidance requires that all nonowner changes in shareholders' equity be presented either as a single continuous
statement of comprehensive income or in two separate but consecutive statements. In December 2011, the FASB issued
Accounting Standards Update No. 2011-12, which defers the requirement to present on the face of the financial statements
itemsthat are reclassified from other comprehensive income to net income while the FASB further deliberates this aspect of the
proposal. This guidance, as amended, is effective for interim and annual periods beginning after December 15, 2011. The
guidance is limited to the form and content of the financial statements and disclosures, and the Company does not anticipate
that the adoption of this guidance will have an impact on the Company's consolidated financia position, results of operations or
cash flows.

In September 2011, the FASB issued Accounting Standards Update No. 2011-08, which amends ASC Topic 350,
“Intangibles - Goodwill and Other.” The guidance amends the impairment test for goodwill by allowing companies to first
assess qualitative factors to determine if it is more likely than not that the fair value of areporting unit is less than the carrying
amount and whether it is necessary to perform the current two-step goodwill impairment test. This guidance is effective for
interim and annual periods beginning after December 15, 2011. The Company does not anticipate that the adoption of this
guidance will have an impact on the Company's consolidated financial position, results of operations or cash flows.

In December 2011, the FASB issued Accounting Standards Update No. 2011-11, which amends ASC Subtopic 210-20,
“Offsetting.” The guidance requires enhanced disclosures with improved information about financial instruments and
derivative instruments that are either (i) offset in accordance with current guidance or (ii) subject to an enforceable master
netting arrangement or similar agreement, irrespective of whether they are offset in accordance with current guidance. This
guidance is effective for interim and annual periods beginning after January 1, 2013. The guidanceislimited to the form and
content of disclosures, and the Company does not anticipate that the adoption of this guidance will have an impact on the
Company's consolidated financial position, results of operations or cash flows.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

The Company is exposed to market risk from changes in interest rates that may adversely affect its financia position,
results of operations and cash flows. In seeking to minimize the risks from interest rate fluctuations, the Company manages
exposures through its regular operating and financing activities and, when deemed appropriate, through the use of derivative
financial instruments. The Company does not use financial instruments for trading or other speculative purposes and is not a
party to any leveraged financial instruments.

The Company is exposed to interest rate risk through its borrowing activities, which are described in Note 7 to the
Consolidated Financial Statements. The majority of the Company’s borrowings are under fixed rate instruments. However, the
Company, from time to time, may use interest rate swap and interest rate cap agreements to help manage its exposure to interest
rate movements and reduce borrowing costs. At January 28, 2012, the Company was hot a party to any derivative financial
instruments and based on the Company’s lack of market risk sensitive instruments outstanding at January 28, 2012, the
Company has determined that there was no material market risk exposure to the Company’s consolidated financial position,
results of operations or cash flows as of such date.
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Item 8. Consolidated Financial Statements and Supplementary Data.

Information called for by thisitem is set forth in the Company’s Consolidated Financial Statements and supplementary
data contained in this report and isincorporated herein by this reference. Specific financial statements and supplementary data

can be found at the pages listed in the following index:
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.
a. Disclosure Controls and Procedures

The Company’s Chief Executive Officer and Chief Financial Officer have carried out, as of January 28, 2012, with the
participation of the Company’s management, an evaluation of the effectiveness of the Company’s disclosure controls and
procedures, as defined in Rule 13a-15(¢) under the Exchange Act. Based upon this evaluation, the Chief Executive Officer and
Chief Financia Officer have concluded that the Company’s disclosure controls and procedures are effective to provide
reasonable assurance that information required to be disclosed by the Company in reports the Company files under the
Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC rules and forms,
and that information required to be disclosed by the Company in the reports the Company files or submits under the Exchange
Act is accumulated and communicated to the Company’s management, including its Chief Executive Officer and Chief
Financial Officer, as appropriate to allow timely decisions regarding required disclosure.

b. Management’s Report on Internal Control over Financial Reporting

The Company’s management is responsible for establishing and maintaining adequate internal control over financial
reporting, as defined in Exchange Act Rule 13a-15(f). The Company’s management conducted an assessment of the Company’s
internal control over financial reporting based on the framework established by the Committee of Sponsoring Organizations of
the Treadway Commission in Internal Control — Integrated Framework. Based on this assessment, the Company’s management
has concluded that, as of January 28, 2012, the Company’sinternal control over financial reporting is effective.

The Company’s independent registered public accounting firm, KPMG LLP, has audited the effectiveness of the
Company’sinternal control over financial reporting as of January 28, 2012 and has issued an attestation report expressing an
unqualified opinion on the effectiveness of the Company’sinternal control over financial reporting, as stated in their report
located on page F-3.

c. Changes in Internal Control over Financial Reporting

There were no changes in the Company’sinternal controls over financial reporting that occurred during the Company’s
most recently completed fiscal quarter that materially affected, or are reasonably likely to materially affect, the Company’s
internal control over financial reporting.

d. Certifications

The certifications of the Company’s Chief Executive Officer and Chief Financia Officer required under Section 302 of
the Sarbanes-Oxley Act arefiled as Exhibits 31.1 and 31.2 to this report. Additionally, in 2011 the Company’s Chief Executive
Officer certified to the NY SE that he was not aware of any violation by the Company of the NY SE corporate governance
listing standards.

PART IIT

Item 10. Directors, Executive Officers and Corporate Governance.

Information called for by thisitem is set forth under “Item 1 — Election of Directors’ and “Further Information
Concerning the Board of Directors— Committees of the Board” and “ Section 16(a) Beneficial Ownership Reporting
Compliance’ in the Proxy Statement to be delivered to stockholders in connection with our 2012 Annual Meeting of
Shareholders (the “ Proxy Statement”), and “Item 1. Business — Executive Officers of the Registrant” in this report and
incorporated herein by reference.

Item 11. Executive Compensation.

Information called for by thisitem is set forth under “ Compensation Discussion & Analysis,” “Compensation of the
Named Executives for 2011,” “ Compensation Committee Report” and “ Compensation Committee Interlocks and Insider
Participation” in the Proxy Statement and incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

Information called for by thisitem is set forth under “ Stock Ownership — Certain Beneficial Owners’ and “ Stock
24



Ownership — Stock Ownership of Directors and Executive Officers’ in the Proxy Statement and incorporated herein by
reference.

Item 13. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

Information called for by thisitem is set forth under “ Further Information Concerning the Board of Directors — Director
Independence” and “Policy on Related Person Transactions’ in the Proxy Statement and incorporated herein by reference.

Item 14. Principal Accountant Fees and Services.

Information called for by thisitem is set forth under “Item 2 — Appointment of Independent Registered Public Accounting
Firm” in the Proxy Statement and incorporated herein by reference.
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PART IV

Item 15. Exhibits and Financial Statement Schedules.

(a) The following documents are filed as part of this report:

1. Financial Statements:

Thelist of financial statements required by thisitem is set forth in Item 8 “ Consolidated Financial Statements and
Supplementary Data’ and isincorporated herein by reference.

2. Financial Statement Schedules:

All schedules are omitted because they are inapplicable, not required, or the information isincluded elsewhere in the
Consolidated Financia Statements or the notes thereto.

3. Exhibits:
Exhibit
Number Description Document if Incorporated by Reference
31 Amended and Restated Certificate of Incorporation Exhibit 3.1 to the Company’s Current Report on
Form 8-K dated May 18, 2010 (the “May 18, 2010
Form 8-K")
311 Certificate of Designations of Series A Junior Exhibit 3.1.1 to the Company’s Annual Report on
Participating Preferred Stock Form 10-K for the fiscal year ended January 28, 1995
312 Article Seventh of the Amended and Restated Exhibit 3.1 to the Company's Current Report on Form
Certificate of Incorporation 8-K dated May 24, 2011 (the “May 24, 2011 Form 8-
K”)
32 Amended and Restated By-Laws Exhibit 3.2 to the May 24, 2011 Form 8-K
4.1 Amended and Restated Certificate of Incorporation See Exhibits 3.1, 3.1.1 and 3.1.2
42 Amended and Restated By-Laws See Exhibit 3.2
43 Indenture, dated as of January 15, 1991, among the Exhibit 4(2) to May New Y ork’s Current Report on
Company (as successor to The May Department Stores  Form 8-K filed on January 15, 1991
Company (“May Delaware”)), Macy’s Retail
Holdings, Inc. (“Macy’s Retail”) (f/lk/a The May
Department Stores Company (NY) or “May New
York”) and The Bank of New Y ork Mellon Trust
Company, N.A. (“BNY Mellon”, successor to J.P.
Morgan Trust Company and as successor to The First
National Bank of Chicago), as Trustee (the “1991
Indenture”)
431 Guarantee of Securities, dated as of August 30, 2005,  Exhibit 10.13 to the Company’s Current Report on
by the Company relating to the 1991 Indenture Form 8-K filed on August 30, 2005 (the “August 30,
2005 Form 8-K")
44 Indenture, dated as of December 15, 1994, between the Exhibit 4.1 to the Company’ s Registration Statement
Company and U.S. Bank National Association on Form S-3 (Registration No. 33-88328) filed on
(successor to State Street Bank and Trust Company January 9, 1995
and The First National Bank of Boston), as Trustee
(the “1994 Indenture”)
441 Eighth Supplemental Indenture to the 1994 Indenture,  Exhibit 2 to the Company’s Current Report on Form 8-

dated as of July 14, 1997, between the Company and K filed on July 15, 1997 (the “July 1997 Form 8-K")
U.S. Bank National Association (successor to State

Street Bank and Trust Company and The First National

Bank of Boston), as Trustee
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Exhibit

Number

443

4.4.4

45

451

452

453

454

4.6

46.1

4.7

4.7.1

4.8

Description

Ninth Supplemental Indenture to the 1994 Indenture,
dated as of July 14, 1997, between the Company and
U.S. Bank National Association (successor to State
Street Bank and Trust Company and The First National
Bank of Boston), as Trustee

Tenth Supplemental Indenture to the 1994 Indenture,
dated as of August 30, 2005, among the Company,
Macy’s Retail and U.S. Bank National Association (as
successor to State Street Bank and Trust Company and
as successor to The First National Bank of Boston), as
Trustee

Guarantee of Securities, dated as of August 30, 2005,
by the Company relating to the 1994 Indenture

Indenture, dated as of September 10, 1997, between
the Company and U.S. Bank National Association
(successor to Citibank, N.A.), as Trustee (the “1997
Indenture”)

First Supplemental Indenture to the 1997 Indenture,
dated as of February 6, 1998, between the Company
and U.S. Bank National Association (successor to
Citibank, N.A.), as Trustee

Third Supplemental Indenture to the 1997 Indenture,
dated as of March 24, 1999, between the Company and
U.S. Bank National Association (successor to
Citibank, N.A.), as Trustee

Seventh Supplemental Indenture to the 1997
Indenture, dated as of August 30, 2005 among the
Company, Macy’s Retail and U.S. Bank National
Association (successor to Citibank, N.A.), as Trustee

Guarantee of Securities, dated as of August 30, 2005,
by the Company relating to the 1997 Indenture

Indenture, dated as of June 17, 1996, among the
Company (as successor to May Delaware), Macy’s
Retail (f/lk/aMay New Y ork) and The Bank of New
York Mellon Trust Company, N.A. (“BNY Méellon”,
successor to J.P. Morgan Trust Company), as Trustee
(the “1996 Indenture”)

First Supplemental Indenture to the 1996 Indenture,
dated as of August 30, 2005, by and among the
Company (as successor to May Delaware), Macy’s
Retail (f/lk/aMay New York) and BNY Mellon, as
Trustee

Indenture, dated as of July 20, 2004, among the
Company (as successor to May Delaware), Macy’s
Retail (f/lk/aMay New York) and BNY Mellon, as
Trustee (the “2004 Indenture”)

First Supplemental Indenture to the 2004 Indenture,
dated as of August 30, 2005 among the Company (as
successor to May Delaware), Macy’ s Retail and BNY
Mellon, as Trustee

Indenture, dated as of November 2, 2006, by and
among Macy’ s Retail, the Company and U.S. Bank
National Association, as Trustee (the “2006
Indenture”)
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Document if Incorporated by Reference
Exhibit 3 to the July 1997 Form 8-K

Exhibit 10.14 to the August 30, 2005 Form 8-K

Exhibit 10.16 to the August 30, 2005 Form 8-K

Exhibit 4.4 to the Company’s Amendment No. 1 to
Form S-3 (Registration No. 333-34321) filed on
September 11, 1997

Exhibit 2 to the Company’ s Current Report on Form 8-
K filed on February 6, 1998

Exhibit 4.2 to the Company’ s Registration Statement
on Form S-4 (Registration No. 333-76795) filed on
April 22, 1999

Exhibit 10.15 to the August 30, 2005 Form 8-K

Exhibit 10.17 to the August 30, 2005 Form 8-K

Exhibit 4.1 to the Registration Statement on Form S-3
(Registration No. 333-06171) filed on June 18, 1996
by May Delaware

Exhibit 10.9 to the August 30, 2005 Form 8-K

Exhibit 4.1 to the Current Report on Form 8-K (File
No. 001-00079) filed July 21, 2004 by May Delaware

Exhibit 10.10 to the August 30, 2005 Form 8-K

Exhibit 4.6 to the Company’ s Registration Statement
on Form S-3ASR (Registration No. 333-138376) filed
on November 2, 2006



Exhibit

Number

4.8.2

483

4.8.4

4.8.5

49

491

49.2

10.1+

10.2

10.3

104

10.5

10.6

10.7

Description

First Supplemental Indenture to the 2006 Indenture,
dated November 29, 2006, among Macy’ s Retail, the
Company and U.S. Bank National Association, as
Trustee

Second Supplemental Indenture to the 2006 Indenture,
dated March 12, 2007, among Macy’ s Retail, the
Company and U.S. Bank National Association, as
Trustee

Third Supplemental Indenture to the 2006 Indenture,
dated March 12, 2007, among Macy’s Retail, the
Company and U.S. Bank National Association, as
Trustee

Fourth Supplemental Indenture to the 2006 Indenture,
dated as of August 31, 2007, among Macy’s Retail, as
issuer, the Company, as guarantor, and U.S. Bank
National Association, as trustee

Fifth Supplemental Trust Indenture to the 2006
Indenture, dated as of June 26, 2008, among Macy’s
Retail, as issuer, the Company, as guarantor, and U.S.
Bank National Association, as trustee

Indenture, dated as of January 13, 2012, among Macy's
Retail, the Company and BNY Mellon, as Trustee (the
"2012 Indenture")

First Supplemental Trust Indenture to the 2012
Indenture, dated as of January 13, 2012, among Macy's
Retail, asissuer, the Company, as guarantor, and BNY
Méellon, as trustee

Second Supplemental Trust Indenture to the 2012
Indenture, dated as of January 13, 2012, among Macy's
Retail, as issuer, the Company, as guarantor, and BNY
Méellon, as trustee

Credit Amendment, dated as of June 20, 2011, among
the Company, Macy's Retail, the lenders party thereto
and JPMorgan Chase Bank, N.A., as administrative
agent and paying agent, and Bank of America, N.A., as
administrative agent

Guarantee Agreement, dated as of June 20, 2011,
among the Company, Macy’s Retail, certain subsidiary
guarantors and JPMorgan Chase Bank, N.A., as paying
agent

Commercial Paper Dedler Agreement, dated as of
August 30, 2005, among the Company, Macy’ s Retail
and Banc of America SecuritiesLLC

Commercial Paper Dealer Agreement, dated as of
August 30, 2005, among the Company, Macy’ s Retail
and Goldman, Sachs & Co.

Commercial Paper Dedler Agreement, dated as of
August 30, 2005, among the Company, Macy’ s Retail
and J.P. Morgan Securities Inc.

Commercial Paper Dealer Agreement, dated as of
October 4, 2006, among the Company and Loop
Capital Markets, LLC

Tax Sharing Agreement
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Document if Incorporated by Reference

Exhibit 4.1 to the Company’s Current Report on
Form 8-K filed on November 29, 2006

Exhibit 4.1 to the Company’s Current Report on
Form 8-K filed on March 12, 2007 (the “March 12,
2007 Form 8-K")

Exhibit 4.2 to the March 12, 2007 Form 8-K

Exhibit 4.1 to the Company’ s Current Report on
Form 8-K filed on August 31, 2007

Exhibit 4.1 to the Company’ s Current Report on Form
8-K filed on June 26, 2008

Exhibit 4.1 to the Company’s Current Report on
Form 8-K filed on January 13, 2012 (the “January 13,
2012 Form 8-K")

Exhibit 4.2 to the January 13, 2012 Form 8-K

Exhibit 4.3 to the January 13, 2012 Form 8-K

Exhibit 10.01 to the Company’s Current Report on
Form 8-K filed on June 20, 2011 (the “June 20, 2011
Form 8-K")

Exhibit 10.02 to the June 20, 2011 Form 8-K

Exhibit 10.6 to the August 30, 2005 Form 8-K

Exhibit 10.7 to the August 30, 2005 Form 8-K

Exhibit 10.8 to the August 30, 2005 Form 8-K

Exhibit 10.6 to the Company's Annual Report on Form
10-K (File No. 1-13536) for the fiscal year ended
February 3, 2007 ( the 2006 “Form 10-K")

Exhibit 10.10 to the Company’ s Registration
Statement on Form 10, filed on November 27, 1991, as
amended (the “Form 10")



Exhibit
Number

10.8+

108.1

10.8.2+

10.8.3

10.8.4+

10.9+

10.9.1+

10.9.2+

10.9.3

1094

10.9.5

10.9.6

10.9.7

10.9.8+

Description
Purchase, Sale and Servicing Transfer Agreement,

effective as of June 1, 2005, among the Company, FDS

Bank, Prime Il Receivables Corporation (“Prime 11”)
and Citibank, N.A. (“Citibank™)

Letter Agreement, dated August 22, 2005, among the
Company, FDS Bank, Prime |1 and Citibank

Second Amendment to Purchase, Sale and Servicing

Transfer Agreement, dated October 24, 2005, between

the Company and Citibank

Third Amendment to Purchase, Sale and Servicing
Transfer Agreement, dated May 1, 2006, between the
Company and Citibank

Fourth Amendment to Purchase, Sale and Servicing

Transfer Agreement, dated May 22, 2006, between the

Company and Citibank

Credit Card Program Agreement, effective as of June
1, 2005, among the Company, FDS Bank, Macy’s
Credit and Customer Services, Inc. (“MCCS’) (f/k/a
FACS Group, Inc.) and Citibank

First Amendment to Credit Card Program Agreement,
dated October 24, 2005, between the Company and
Citibank

Second Amendment to Credit Card Program
Agreement, dated May 22, 2006, between the
Company, FDS Bank, MCCS, Macy’s West Stores,

Inc. (f/k/aMacy’s Department Stores, Inc,) (*MWSI™),

Bloomingdal€'s, Inc. (“Bloomingdale's’) and
Department Stores National Bank (“DSNB") and
Citibank

Restated L etter Agreement, dated May 30, 2008 and
effective as of December 18, 2006, among the
Company, FDS Bank, MCCS, MWS,
Bloomingdale's, Inc. (“Bloomingdal€'s), and DSNB
(as assignee of Citibank, N.A.)

Restated L etter Agreement, dated May 30, 2008 and
effective as of March 22, 2007, among the Company,
FDS Bank, MCCS, MWSI, Bloomingdale's and
DSNB

Restated L etter Agreement, dated May 30, 2008 and
effective as of April 6, 2007, among the Company,
FDS Bank, MCCS, MWSI, Bloomingdale's and
DSNB

Restated L etter Agreement, dated May 30, 2008 and

effective as of June 1, 2007, among the Company, FDS

Bank, MCCS, MWSI, Bloomingdale's and DSNB

Restated Third Amendment to Credit Card Program
Agreement, dated May 31, 2008 and effective as of
February 3, 2008, among the Company, FDS Bark,
MCCS, MWSI, Bloomingdale' s and DSNB

Fourth Amendment to Credit Card Program

Agreement, effective as of August 1, 2008, among the
Company, FDS Bank, MCCS, MWSI, Bloomingdale's

and DSNB.
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Document if Incorporated by Reference
Exhibit 10.3 to the September 8, 2009 Form 10-Q

Exhibit 10.17.1 to the Company’s Annual Report on
Form 10-K (File No. 1-13536) for the fiscal year
ended January 28, 2006 (the “2005 Form 10-K™)

Exhibit 10.4 to the September 8, 2009 Form 10-Q
Exhibit 10.1 to the Company’s Current Report on
Form 8-K filed on May 3, 2006

Exhibit 10.5 to the September 8, 2009 Form 10-Q

Exhibit 10.6 to the September 8, 2009 Form 10-Q

Exhibit 10.7 to the September 8, 2009 Form 10-Q

Exhibit 10.8 to the September 8, 2009 Form 10-Q

Exhibit 10.6 to the Company’s Quarterly Report on

Form 10-Q for the quarterly period ended May 3, 2008

(the “May 3, 2008 Form 10-Q”)

Exhibit 10.7 to the May 3, 2008 Form 10-Q

Exhibit 10.8 to the May 3, 2008 Form 10-Q

Exhibit 10.9 to the May 3, 2008 Form 10-Q

Exhibit 10.10 to the May 3, 2008 Form 10-Q

Exhibit 10.9 to the September 8, 2009 Form 10-Q



Exhibit
Number

10.9.9+

10.9.10+

10.9.11+

10.10

10.11

10.12

10.13
10.14

10.15

10.15.1

10.15.2

10.15.3

10.16

10.17

10.17.1

10.18

10.19

10.20

10.21

Description
Fifth Amendment to Credit Card Program Agreement,
effective as of January 1, 2009, among the Company,
FDS Bank, MCCS, MWSI, Bloomingdale's and
DSNB

Sixth Amendment to Credit Card Program Agreement,

effective as of June 1, 2009, among the Company, FDS

Bank, MCCS, MWSI, Bloomingdale’' s and DSNB

Seventh Amendment to Credit Card Program
Agreement, effective as of February 26, 2010, among
the Company, FDS Bank, MCCS, MWSI,
Bloomingdale’sand DSNB

1995 Executive Equity Incentive Plan, as amended and
restated as of June 1, 2007 (the “1995 Plan”) *

1992 Incentive Bonus Plan, as amended and restated
as of February 3, 2007 *

1994 Stock Incentive Plan, as amended and restated as
of June 1, 2007 *

Form of Indemnification Agreement *

Executive Severance Plan, effective November 1, 2009
*

Form of Non-Qualified Stock Option Agreement for
the 1995 Plan (for Executives and Key Employees) *

Form of Non-Qualified Stock Option Agreement for
the 1995 Plan (for Executives and Key Employees), as
amended *

Form of Non-Qualified Stock Option Agreement for
the 1994 Stock Incentive Plan *

Form of Nonqualified Stock Option Agreement under
the 2009 Omnibus I ncentive Compensation Plan (for
Executives and Key Employees) *

Nonqualified Stock Option Agreement, dated as of
October 26, 2007, by and between the Company and
Terry Lundgren *

Form of Restricted Stock Agreement for the 1994
Stock Incentive Plan *

Form of Time-Based Restricted Stock Agreement
under the 2009 Omnibus Incentive Compensation Plan
*

Form of Performance-Based Restricted Stock Unit
Agreement under the 2009 Omnibus Incentive
Compensation Plan *

Form of Performance-Based Restricted Stock Unit
Agreement under the 2009 Omnibus I ncentive
Compensation Plan (Founders Award) *

Form of Time-Based Restricted Stock Unit Agreement
under the 2009 Omnibus I ncentive Compensation Plan
*

Supplementary Executive Retirement Plan *
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Document if Incorporated by Reference
Exhibit 10.10 to the September 8, 2009 Form 10-Q

Exhibit 10.11 to the September 8, 2009 Form 10-Q

Exhibit 10.9.11 to the Company’s Annual Report on
Form 10-K (File No. 1-13536) for the fiscal year
ended January 30, 2010

Exhibit 10.11 to the Company’s Annua Report on
Form 10-K for the fiscal year ended January 31, 2009
(the “2008 Form 10-K™)

Appendix B to the Company’s Proxy Statement dated
April 4, 2007

Exhibit 10.13 to the 2008 Form 10-K

Exhibit 10.14 to the Form 10

Exhibit 10.1 to the Company’s Quarterly Report on
Form 10-Q filed on December 7, 2009 (the “ December
7, 2009 Form 10-Q")

Exhibit 10.2 to the Company’s Current Report on
Form 8-K dated March 25, 2005

Exhibit 10.33.1 to the 2005 Form 10-K

Exhibit 10.7 to the Current Report on From 8-K (File
No. 001-00079) filed on March 23, 2005 by May
Delaware (the “March 23, 2005 Form 8-K”)

Exhibit 10.1 to the March 25, 2010 Form 8-K

Exhibit 10.1 to the Company’s Current Report on
Form 8-K filed on November 1, 2007

Exhibit 10.4 to the March 23, 2005 Form 8-K

Exhibit 10.3 to the March 25, 2010 Form 8-K

Exhibit 10.1 to the Company’s Quarterly Report on
Form 8-K dated March 24, 2009

Exhibit 10.4 to the March 25, 2010 Form 8-K

Exhibit 10.29 to the 2008 Form 10-K



Exhibit
Number

10.21.1

10.22
10.23

10.23.1

10.23.2

10.23.3

10.23.4

10.235

10.23.6

10.23.7

10.23.8

10.23.9

10.23.10

10.23.11

10.23.12

10.24
10.25

10.26

10.27

10.28

Description

First Amendment to the Supplementary Executive
Retirement Plan effective January 1, 2012 *

Executive Deferred Compensation Plan *

Macy's, Inc. Profit Sharing 401(k) Investment Plan
(the"Plan") (amending and restating the Macy's, Inc.
Profit Sharing 401(k) Investment Plan and The May
Department Stores Company Profit Sharing Plan),
effective as of September 1, 2008 *

First Amendment to the Plan regarding matching rate
with respect to the Plan's 2009 plan year, effective as
of January 1, 2009 *

Second Amendment to the Plan regarding certain
rollover requirements added by the Pension Protection
Act of 2006, restated effective as of January 1, 2008 *

Third Amendment to the Plan regarding matching rate
with respect to the Plan's 2010 plan year, effective
January 1, 2010 *

Fourth Amendment to the Plan regarding deferral
percentage and average actual contribution limits,
effective January 1, 2010 *

Fifth Amendment to the Plan regarding the Heroes
Earnings Assistance and Relief Tax Act of 2008,
effective as of January 1, 2008 *

Sixth Amendment to the Plan regarding matching rate
with respect to the Plan's plan year on or after January
1, 2011, effective as of January 1, 2011 *

Seventh Amendment to the Plan regarding name
change of the Plan effective as of April 1, 2011 *

Eighth Amendment to the Plan regarding matching
contribution formula effective January 1, 2012 *

Ninth Amendment to the Plan regarding the provisions
of the Workers, Retiree and Employer Recovery Act of
2007 that waived required minimum distributions for
2009, effective January 1, 2009 *

Tenth Amendment to the Plan regarding diversification
reguirements effective January 1, 2007 *

Eleventh Amendment to the Plan regarding Puerto
Rico participants effective January 1, 2011 *

Twelfth Amendment to the Plan regarding qualified
nonel ective contributions effective January 1, 2012 *

Director Deferred Compensation Plan *

Stock Credit Plan for 2008 - 2009 of Macy's, Inc. (as
amended as of August 22, 2008) *

Macy's, Inc. 2009 Omnibus Incentive Compensation
Plan *

Change in Control Plan, effective November 1, 2009,
as amended December 9, 2011 *

Time Sharing Agreement between Macy's, Inc. and
Terry J. Lundgren, dated March 25, 2011 *
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Document if Incorporated by Reference

Exhibit 10.30 to the 2008 Form 10-K
Exhibit 10.31 to the 2008 Form 10-K

Exhibit 10.28.1 to the Company's Annual Report on
Form 10-K (File No. 1-13536) for the fiscal year
ended January 29, 2011 (the “2010 Form 10-K")

Exhibit 10.28.2 to the 2010 Form 10-K

Exhibit 10.28.3 to the 2010 Form 10-K

Exhibit 10.28.4 to the 2010 Form 10-K

Exhibit 10.28.5 to the 2010 Form 10-K

Exhibit 10.28.6 to the 2010 Form 10-K

Exhibit 10.28.7 to the 2010 Form 10-K

Exhibit 10.33 to the 2008 Form 10-K
Exhibit 10.1 to the August 2, 2008 Form 10-Q

Appendix B to the Company's Proxy Statement dated
April 1, 2009

Exhibit 10.33 to the 2010 Form 10-K.



Exhibit

Number

10.29

23
24
311

31.2

321

32.2

101**

Description
Senior Executive Incentive Compensation Plan *

Subsidiaries
Consent of KPMG LLP
Powers of Attorney

Certification of Chief Executive Officer pursuant to
Rule 13a-14(a)

Certification of Chief Financial Officer pursuant to
Rule 13a-14(a)

Certifications by Chief Executive Officer under
Section 906 of the Sarbanes-Oxley Act

Certifications by Chief Financial Officer under Section
906 of the Sarbanes-Oxley Act

The following financial statementsfrom Macy’s, Inc.’s
Annual Report on Form 10-K for the year ended
January 28, 2012, filed on March 28, 2012, formatted
in XBRL: (i) Consolidated Statements of Income, (ii)
Consolidated Balance Sheets, (iii) Consolidated
Statements of Changes in Shareholders’ Equity, (iv)
Consolidated Statements of Cash Flows, and (v) the
Notes to Consolidated Financial Statements, tagged as
blocks of text and in detail.

**
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Document if Incorporated by Reference

Appendix B to the Company's Proxy Statement dated
March 28, 2012

Portions of the exhibit have been omitted pursuant to a request for confidential treatment. The confidential portions
have been provided to the SEC.

Constitutes a compensatory plan or arrangement.

Asprovided in Rule 406T of Regulation S-T, thisinformation is furnished and not filed for purposes of Sections 11
and 12 of the Securities Act of 1933 and Section 18 of the Securities Exchange Act of 1934.



SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

MACY’S, INC.

By: /s DENNIS J. BRODERICK

Dennis J. Broderick
Executive Vice President, General Counsel and
Secretary

Date: March 28, 2012

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities indicated on March 28, 2012.

Signature Title
Chairman of the Board, President and Chief Executive Officer (principal
* executive officer) and Director
Terry J. Lundgren
* Chief Financial Officer (principal financia officer)

Karen M. Hoguet

* Executive Vice President and Controller (principal accounting officer)
Joel A. Belsky

* Director
Stephen F. Bollenbach

* Director

Deirdre Connelly

* Director
Meyer Feldberg
* Director

Sara Levinson

* Director

Joseph Neubauer

* Director

Joseph A. Pichler

* Director
Joyce M. Roché

* Director
Craig E. Wetherup

* Director

Marna C. Whittington

*  The undersigned, by signing his name hereto, does sign and execute this Annual Report on Form 10-K pursuant to the
Powers of Attorney executed by the above-named officers and directors and filed herewith.

By: /s/ DENNIS J. BRODERICK

Dennis J. Broderick
Attorney-in-Fact
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REPORT OF MANAGEMENT

To the Shareholders of
Macy’s, Inc.:

The integrity and consistency of the Consolidated Financial Statements of Macy's, Inc. and subsidiaries, which were
prepared in accordance with accounting principles generally accepted in the United States of America, are the responsibility of
management and properly include some amounts that are based upon estimates and judgments.

The Company maintains a system of internal accounting controls, which is supported by a program of internal audits with
appropriate management follow-up action, to provide reasonable assurance, at appropriate cost, that the Company’s assets are
protected and transactions are properly recorded. Additionally, the integrity of the financial accounting system is based on
careful selection and training of qualified personnel, organizational arrangements which provide for appropriate division of
responsibilities and communication of established written policies and procedures.

The Company’s management is responsible for establishing and maintaining adequate internal control over financial
reporting, as defined in Exchange Act Rule 13a-15(f) and has issued Management’s Report on Internal Control over Financial
Reporting.

The Consolidated Financial Statements of the Company have been audited by KPMG LLP. Their report expresses their
opinion asto the fair presentation, in all material respects, of the financial statements and is based upon their independent
audits.

The Audit Committee, composed solely of outside directors, meets periodically with KPMG LLP, the internal auditors
and representatives of management to discuss auditing and financial reporting matters. In addition, KPMG LLP and the
Company’s internal auditors meet periodically with the Audit Committee without management representatives present and have
free access to the Audit Committee at any time. The Audit Committee is responsible for recommending to the Board of
Directors the engagement of the independent registered public accounting firm, which is subject to shareholder approval, and
the general oversight review of management’s discharge of its responsibilities with respect to the matters referred to above.

Terry J. Lundgren
Chairman, President and Chief Executive Officer

Karen M. Hoguet
Chief Financial Officer

Joel A. Belsky
Executive Vice President and Controller
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Macy's, Inc.:

We have audited the accompanying consolidated balance sheets of Macy's, Inc. and subsidiaries as of January 28, 2012
and January 29, 2011, and the related consolidated statements of income, shareholders' equity and cash flows for each of theyears
in the three-year period ended January 28, 2012. We also have audited Macy's, Inc.'sinterna control over financial reporting as
of January 28, 2012, based on criteriaestablishedin Internal Control - Integrated Framework i ssued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). Macy's Inc.'s management is responsible for these consolidated financial
statements, for maintaining effectiveinternal control over financial reporting, and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Item 9A(b), “Management's Report on Internal Control over
Financial Reporting.” Our responsibility isto express an opinion on these consolidated financia statements and an opinion on the
Company'sinternal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement and whether effective internal control over financial reporting was maintained in all
material respects. Our audits of the consolidated financial statementsincluded examining, on atest basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financia statement presentation. Our audit of internal control over financia reporting
included obtaining an understanding of internal control over financial reporting, assessing therisk that amaterial weakness exists,
and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also
included performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide
areasonable basis for our opinions.

A company's internal control over financia reporting is a process designed to provide reasonable assurance regarding
thereliability of financial reporting and the preparation of financial statementsfor external purposesin accordance with generally
accepted accounting principles. A company'sinternal control over financia reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the
company are being made only in accordance with authorizations of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changesin conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the consolidated financial statementsreferred to above present fairly, in all material respects, the financial
position of Macy's, Inc. and subsidiaries as of January 28, 2012 and January 29, 2011, and the results of their operations and their
cash flows for each of the years in the three-year period ended January 28, 2012, in conformity with U.S. generally accepted
accounting principles. Alsoin our opinion, Macy's, Inc. maintained, in all material respects, effectiveinternal control over financial
reporting as of January 28, 2012, based on criteriaestablishedin Internal Control - Integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission.

/S KPMG LLP

Cincinnati, Ohio
March 28, 2012
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MACY’S, INC.

CONSOLIDATED STATEMENTS OF INCOME
(millions, except per share data)

2011 2010 2009
NS S = $ 26,405 $ 25003 $ 23,489
COSE Of SABS ...ttt e (15,738) (14,824) (13,973)
(7015 0o 1 o 10,667 10,179 9,516
Selling, general and administrative EXPENSES ..........ccceerrreeerrnseeennens (8,281) (8,260) (8,062)
Gain on sale of properties, impairments, store closing costs

and division consolidation COSES........c.ueerererierereeriee et seere e 25 (25) (391)
OPErating INCOME......c.ceuiieiirieirieirees ettt 2,411 1,894 1,063
INEEIESE EXPIENSE. ....vvvrttrteteteteteteteteteeetetsbebebebebebebebebebebebebebebebebebebetebesesesesesaes (447) (579) (562)
INEEFESE INCOME. ...t 4 5 6
Income before iINCOMELAXES ........ccecvieiece e 1,968 1,320 507
Federal, state and local iNCOMe tax EXPENSE..........ccevcvcmcrerereieeeceeeeeenenes (712) (473) (178)
NELINCOMIE ...ttt ettt ettt et et et e st e sbe e eate e beesaneebeesareeseesnneens $ 1,256 $ 847 $ 329
BasiC €ArNINGS PEF SHAME.....cucveurireriereieieieirieteeeie sttt sesesesesesesssesesees $ 296 $ 200 $ 0.78
Diluted €arnings PEr SNAIE.........covoeereereee ettt re e $ 292 % 198 $ 0.78

The accompanying notes are an integral part of these Consolidated Financial Statements.
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MACY’S, INC.
CONSOLIDATED BALANCE SHEETS

(millions)
January 28,2012  January 29, 2011
ASSETS

Current Assets:
Cash and Cash EQUIVAIENES........c.ccueueiirricei et sese s $ 2827 % 1,464
RECEIVAIIES.......eeeee ettt sttt e et e e e neetesnesaesteseeseens 368 338
MerchandiSe INVENTOIIES.........cc.cirieirieirieriee e 5,117 4,758
Prepaid expenses and Other CUMTENt 8SSELS........ccceeriririrere e e 465 339
TOtAl CUITENT ASSELS. .....cveictee ettt cee et steeeere e et s s beeeaessbeesseeeaseesbesenseesbessreenseesares 8,777 6,899
Property and EQUIPMENT — NEL ....c.eoeeeceeeeececese et sr e st sne e e 8,420 8,813
L7000 11 | OSSR 3,743 3,743
Other INtangible ASSEIS — NEL.......cc.iiiiiie e 598 637
L@ 10T g = £SO 557 539
LI AN TSR $ 22,095 $ 20,631

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:

S 000 1= 010 L= T $ 1,103 $ 454
Merchandise aCCOUNES PAYADIE.........ouiieeeeeieee et s 1,593 1,421
Accounts payable and accrued [iabilitieS ..........cvevreiererierere e 2,788 2,525
INCOME TBXES. ...ttt ettt st sb e b es e e n e e seeen e e e e sneenesneennennees 371 182
DEfErTed INCOME LAXES.......ueiuirteriereeseeie ettt sttt see bbb e et e e e e e e e e et enesbesaesaesbesbeseen 408 409
Total CUrent LiabilitiES.....c.eiiceeeeee et st 6,263 4,991
[0 To Sl = DT o) 6,655 6,971
DEfErTEd INCOME TAXES. ... eeeieeeeeereeeeeseeie et et st sttt seesbe st e e e e e e e e e e e e ae e st eaesbesaesaesbesbeseesaeneas 1,141 1,200
L0 10> I o1 11 1= TSR 2,103 1,939
Shareholders’ Equity:
Common stock (414.2 and 423.3 shares outStanding).........c.cceeeeeeeerernerereriesese e 5 5
Additional paid-in CaPItal .........ccceoeeiriiii e e 5,408 5,696
Yo e g 101z =0 = o U YU 4,015 2,990
THEEASUIY SLOCK. ... eeeeiuteeeieeeeiee ettt sttt st s be bt e b e e e e e e e et e e eaeeaesaesbesbesaesbesbesbeseen (2,434) (2,431)
Accumulated other COMPrenENSIVE 10SS.......c..ciiiiiieiiee e (1,061) (730)
Total Shareholders' EQUILY.....cccoveieeeiceceee ettt 5,933 5,530
Total Liabilities and Shareholders’ EQUILY.........ccooererinenerieiee e $ 22,095 $ 20,631

The accompanying notes are an integral part of these Consolidated Financia Statements.
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MACY’S, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(millions)
Accumulated
Additional Other Total
Common Paid-In Accumulated Treasury Comprehensive Shareholders’
Stock Capital Equity Stock Income (Loss) Equity
Balance at January 31, 2009 .........ccccovuvmunrnnininienirininis $ $ 5663 $ 1982 $ (2544) $ (486) $ 4,620
NELINCOME......iiiiiciii s 329 329
Actuarial loss on post employment and postretirement
benefit plans, net of income tax effect of $166 million.... (266) (266)
Unrealized gain on marketable securities, net of income tax
effect of S3MIlION ... 5 5
Reclassifications to net income:
Net actuarial gain on postretirement benefit plans, net
of income tax effect of $3 million.............cccooooveeee.n.. @) @
Prior service credit on post employment benefit plans,
net of income tax effect of $1 million....................... 2 (2)
Total comprehensive income 62
Common stock dividends ($.20 per share) .... (84) (84)
StOCK FEPUICBSES..........cooveeeic s 1 1)
Stock-based compensation EXPENSE...........owcvveeeereereeereerennes 50 50
Stock issued under Stock Plans ............cceeveeeeeeeeeieieiinins (24) 29 5
Deferred compensation plan distributions...........c.cccccoeenine. 1 1
Baance at January 30, 2010... 5,689 2,227 (2,515) (753) 4,653
Net income 847 847
Actuarial loss on post employment and postretirement
benefit plans, net of income tax effect of $4 million........ (17) (17)
Unrealized gain on marketable securities, net of income tax
effect of S3MIIlON ..o 5 5
Reclassifications to net income:
Net actuarial 1oss on postretirement benefit plans, net
of income tax effect of $23 million...............ccc......... 36 36
Prior service credit on post employment benefit plans,
net of income tax effect of $1 million........................ (€] 1)
Total comprehensive iNCOME............oeureerireeerieeriresseseniens 870
Common stock dividends ($.20 per Share) ..........c.ceecevveunienee (84) (84)
Stock repurchases. @ 1)
Stock-based compensation expense 47 47
Stock issued under stock plans (40) 82 42
Deferred compensation plan distributions...........c.cccccoeeenne. 3 3
Baance at January 29, 2011 .........cccvrirurerieenenineieereneeeenenes 5,696 2,990 (2,431) (730) 5,530
INELINCOME......tiiiieieiieie ettt nes 1,256 1,256
Actuaria loss on post employment and postretirement
benefit plans, net of income tax effect of $241 million.... (376) (376)
Unrealized |oss on marketable securities, net of income tax
EFfECt OF $L MIlION ...ovvvveveeereesveveecreeeeses s (@) @
Reclassifications to net income:
Realized gain on marketable securities, net of
income tax effect of $4 million ...............cccoomenn.ne. (® (®
Net actuarial loss on postretirement benefit plans, net
of income tax effect of $35 million..............cc........ 56 56
Prior service credit on post employment benefit
plans, net of income tax effect of $1 million......... (€] (1)
Total comprehensive iNCOME..........c.ccvevieriiiieeieniseieeeeies 925
Common stock dividends ($.55 per share) ...........ccceeuveunienee (231) (231)
SLOCK FEPUICNASES..........cecviiiiiiiiiciiciee s (502) (502)
Stock-based compensation EXPENSE. ..........c.ceereereeieeenes 48 48
Stock issued under Stock plans...........occviciicsicee (81) 242 161
Retirement of common stock (255) 255 —
Deferred compensation plan distributions 2 2
Balance at January 28, 2012 .............coovvveremveeeemnreeeinnesssinnenes $ $ 5408 $ 4015 $ (2434) $ (1,061) $ 5,933

The accompanying notes are an integral part of these Consolidated Financial Statements.
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MACY’S, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(millions)
2011 2010 2009
Cash flows from operating activities:
NEEINCOME. ....vteeeeietctet ettt et sttt be e st se st bese e sesns 1256 $ 847 329
Adjustments to reconcile net income to net cash
provided by operating activities:
Gain on sale of properties, impairments, store closing
costs and division consolidation COSES...........ccuiiiiicne s (25) 25 391
Depreciation and amOortiZatiON............ccceereeirieieniereeeseeseeee e 1,085 1,150 1,210
Stock-based compensation EXPENSE............coiirniniiese e 70 66 76
Amortization of financing costs and premium on acquired debi.................. (15) (25) (23)
Changesin assets and liabilities: .........cccoeiririineineee e
(Increase) decrease in receivables 37) (51) 7
(Incresse) decrease in merchandise iNVENtories...........coocvvrciiininns (359) (143) 154
(Increase) decrease in prepaid expenses and other current assets...... (99) (10) 3
(Increase) decrease in other assets not separately identified ............. 8 2 (16)
Increase in merchandise accounts payable ..........ccocevveiveieiericesienens 143 91 29
Increase (decrease) in accounts payable and accrued
liabilities not separately identified.........ccccovvreeeinccnneecins 109 (45) (201)
INcrease in CUrrent iNCOME taXeS. ... 188 115 40
Increase in deferred iNCOME taXeS.........ccovvrereerreeereneseere e 153 241 123
Decrease in other liabilities not separately identified............c..c....... (384) (757) (372
Net cash provided by operating activities..........c..ccoceevveveerenene. 2,093 1,506 1,750
Cash flows from investing activities:
Purchase of property and eqUIPMENt ............cccovvirrernisrr s (555) (339) (355)
CapitaliZed SOFWEE.........c.eiiitiee et (209) (166) (205)
Disposition of property and eqUiPMENL ...........ccocceeerererreneerereeese e 114 74 60
Proceeds from iNSUranCe ClaiMS ...........covoeeinnieeresee e 6 6 26
OLNEE, NEL ...ttt 27 (40) (3)
Net cash used by investing activities............c.coococrnceccnnennene (617) (465) (377)
Cash flows from financing activities:
DEDL ISSUBH ...ttt 800 — —
FiNaNCING COSES .......oiiiiiiii s (20) — —
DEBE FEPAIT ... (454) (1,245) (966)
DIiVIAENAS PAIG........oeveeirereeeire et (148) (84) (84)
Increase (decrease) in outstanding ChECKS..........coceeeiiiiiiieeceeceeeeias 49 24 (29
AcqUiSItion Of treasury StOCK ..........cccceucueirieicicieeee e (502) D (@)
[ SsuaNCe Of COMIMON SEOCK.........c.cuiuiuiuiiiiiiciciririeeiiee e 162 43 8
Net cash used by financing activities..............coccorrneccrnennene. (113) (1,263) (1,072)
Net increase (decrease) in cash and cash eqUIVAIENES.............cccerviriissscce 1,363 (222) 301
Cash and cash equivalents beginning of period............ccccevvvevienecieccecee e, 1,464 1,686 1,385
Cash and cash equivalents end Of Period..........ccovererirni e 2827 $ 1,464 1,686
Supplemental cash flow information:
INEEFESE PAIT ...ttt ettt s 474 $ 627 601
INEEIESE FECEIVEX......cceveceieee ettt ettt et et e e saee e s reesaeenbeesteeseenreens 4 5 9
Income taxes paid (net of refunds received)............ccocricciicciicccicecas 401 108 35

The accompanying notes are an integral part of these Consolidated Financial Statements.
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MACY’S, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.  Organization and Summary of Significant Accounting Policies

Macy’s, Inc. and subsidiaries (the “ Company”) is aretail organization operating stores and Internet websites under two
brands (Macy’s and Bloomingdal€'s) that sell awide range of merchandise, including apparel and accessories (men's, women's
and children's), cosmetics, home furnishings and other consumer goods in 45 states, the District of Columbia, Guam and Puerto
Rico. As of January 28, 2012, the Company’s operations were conducted through Macy’s, macys.com, Bloomingdal€'s,
bloomingdales.com and Bloomingdal€'s Outlet, which are aggregated into one reporting segment in accordance with the
Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“*ASC”) Topic 280, “ Segment
Reporting.” The metrics used by management to assess the performance of the Company’s operating divisions include sales
trends, gross margin rates, expense rates, and rates of earnings before interest and taxes (“EBIT”) and earnings before interest,
taxes, depreciation and amortization (“EBITDA"). The Company’s operating divisions have historically had similar economic
characteristics and are expected to have similar economic characteristics and long-term financial performance in future periods.

For 2011, 2010 and 2009, the following merchandise constituted the following percentages of sales:

2011 2010 2009
Feminine Accessories, Intimate Apparel, Shoes and Cosmetics.................... 37% 36% 36%
FEmMININE APPArel ......couoiie e e 25 26 26
Men'sand Children's........coovveerereeeeee e e 23 23 22
HOME/MISCEIIBNEOUS.........cerienieiiieieseete ettt s 15 15 16
100% 100% 100%

The Company’sfiscal year ends on the Saturday closest to January 31. Fiscal years 2011, 2010 and 2009 ended on
January 28, 2012, January 29, 2011 and January 30, 2010, respectively. References to years in the Consolidated Financial
Statements relate to fiscal years rather than calendar years.

The Consolidated Financial Statements include the accounts of the Company and its wholly-owned subsidiaries. The
Company from time to time invests in companies engaged in complementary businesses. Investments in companiesin which
the Company has the ability to exercise significant influence, but not control, are accounted for by the equity method. All
marketable equity and debt securities held by the Company are accounted for under ASC Topic 320, “Investments — Debt and
Equity Securities,” with unrealized gains and losses on available-for-sal e securities being included as a separate component of
accumulated other comprehensive income, net of income tax effect. All other investments are carried at cost. All significant
intercompany transactions have been eliminated.

The preparation of financia statementsin conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Such estimates and assumptions are subject to inherent uncertainties, which may
result in actual amounts differing from reported amounts.

Certain reclassifications were made to prior years amounts to conform with the classifications of such amounts for the
most recent year.

Net sales include merchandise sales, leased department income and shipping and handling fees. In 2010, the Company
began including sales of private brand goods directly to third party retailers and sales of excessinventory to third partiesin net
sales. These items were previoudly reported, net of the related cost of sales, in selling, general and administrative expenses
(“SG&A"). This change in presentation had an immaterial impact on reported net sales, does not impact comparable store sales,
net income (loss) or diluted earnings (loss) per share, and was not applied retroactively to annual periods prior to fiscal 2010.
The Company licenses third parties to operate certain departmentsin its stores. The Company receives commissions from these
licensed departments based on a percentage of net sales. Commissions are recognized as income at the time merchandiseis sold
to customers. Sales taxes collected from customers are not considered revenue and are included in accounts payable and
accrued liabilities until remitted to the taxing authorities. Cost of sales consists of the cost of merchandise, including inbound
freight, and shipping and handling costs. Sales of merchandise are recorded at the time of delivery and reported net of
merchandise returns. An estimated allowance for future sales returns is recorded and cost of salesis adjusted accordingly.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Cash and cash equivalents include cash and liquid investments with original maturities of three months or less. Cash and
cash equivalents includes amounts due in respect of credit card sales transactions that are settled early in the following period in
the amount of $107 million at January 28, 2012 and $104 million at January 29, 2011.

In connection with the sale of most of the Company’s credit assets to Citibank, the Company and Citibank entered into a
long-term marketing and servicing alliance pursuant to the terms of a Credit Card Program Agreement (the “Program
Agreement”) (see Note 3, “Receivables’). Income earned under the Program Agreement is treated as areduction of SG&A
expenses on the Consolidated Statements of Income. Under the Program Agreement, Citibank offers proprietary and non-
proprietary credit to the Company’s customers through previously existing and newly opened accounts.

The Company maintains customer loyalty programs in which customers are awarded certificates based on their spending.
Upon reaching certain levels of qualified spending, customers automatically receive certificates to apply toward future
purchases. The Company recognizes the estimated net amount of the certificates that will be earned and redeemed as a
reduction to net sales.

Merchandise inventories are valued at lower of cost or market using the last-in, first-out (LIFO) retail inventory method.
Under theretail inventory method, inventory is segregated into departments of merchandise having similar characteristics, and
isstated at its current retail selling value. Inventory retail values are converted to a cost basis by applying specific average cost
factors for each merchandise department. Cost factors represent the average cost-to-retail ratio for each merchandise
department based on beginning inventory and the fiscal year purchase activity. The retail inventory method inherently requires
management judgments and estimates, such as the amount and timing of permanent markdowns to clear unproductive or slow-
moving inventory, which may impact the ending inventory valuation as well as gross margins.

Permanent markdowns designated for clearance activity are recorded when the utility of the inventory has diminished.
Factors considered in the determination of permanent markdowns include current and anticipated demand, customer
preferences, age of the merchandise and fashion trends. When a decision is made to permanently mark down merchandise, the
resulting gross margin reduction is recognized in the period the markdown is recorded.

Physical inventories are generally taken within each merchandise department annually, and inventory records are adjusted
accordingly, resulting in the recording of actual shrinkage. Whileit is not possible to quantify the impact from each cause of
shrinkage, the Company has loss prevention programs and policies that are intended to minimize shrinkage. Physical
inventories are taken at all store locations for substantially al merchandise categories approximately three weeks before the end
of the fiscal year. Shrinkage is estimated as a percentage of sales at interim periods and for this approximate three-week period,
based on historical shrinkage rates.

The Company receives certain allowances from various vendors in support of the merchandise it purchases for resale. The
Company receives certain allowances as reimbursement for markdowns taken and/or to support the gross margins earned in
connection with the sales of merchandise. These allowances are generally credited to cost of sales at the time the merchandiseis
sold in accordance with ASC Subtopic 605-50, “ Customer Payments and Incentives.” The Company also receives advertising
allowances from approximately 1,000 of its merchandise vendors pursuant to cooperative advertising programs, with some
vendors participating in multiple programs. These allowances represent reimbursements by vendors of costs incurred by the
Company to promote the vendors’ merchandise and are netted against advertising and promotional costs when the related costs
are incurred in accordance with ASC Subtopic 605-50. Advertising allowances in excess of costsincurred are recorded as a
reduction of merchandise costs and, ultimately, through cost of sales when the merchandise is sold.

Advertising and promational costs, net of cooperative advertising allowances, anounted to $1,136 million for 2011,
$1,072 million for 2010 and $1,087 million for 2009. Cooperative advertising allowances that offset advertising and
promotional costs were approximately $371 million for 2011, $345 million for 2010 and $298 million for 2009. Department
store non-direct response advertising and promotional costs are expensed either as incurred or the first time the advertising
occurs. Direct response advertising and promotional costs are deferred and expensed over the period during which the sales are
expected to occur, generally one to four months.

The arrangements pursuant to which the Company’s vendors provide allowances, while binding, are generally informal in
nature and one year or less in duration. The terms and conditions of these arrangements vary significantly from vendor to
vendor and are influenced by, among other things, the type of merchandise to be supported.

Depreciation of owned properties is provided primarily on a straight-line basis over the estimated asset lives, which range
from fifteen to fifty years for buildings and building equipment and three to fifteen years for fixtures and equipment. Real estate
taxes and interest on construction in progress and land under development are capitalized. Amounts capitalized are amortized
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

over the estimated lives of the related depreciable assets. The Company receives contributions from developers and
merchandise vendors to fund building improvement and the construction of vendor shops. Such contributions are netted against
the capital expenditures.

Buildings on leased land and |easehold improvements are amortized over the shorter of their economic lives or the lease
term, beginning on the date the asset is put into use. The Company receives contributions from landlords to fund buildings and
leasehold improvements. Such contributions are recorded as deferred rent and amortized as reductions to lease expense over the
lease term.

The Company recognizes operating lease minimum rentals on a straight-line basis over the lease term. Executory costs
such asreal estate taxes and maintenance, and contingent rentals such as those based on a percentage of sales are recognized as
incurred.

The lease term, which includes all renewal periods that are considered to be reasonably assured, begins on the date the
Company has access to the leased property.

The carrying value of long-lived assetsis periodically reviewed by the Company whenever events or changesin
circumstances indicate that a potential impairment has occurred. For long-lived assets held for use, a potential impairment has
occurred if projected future undiscounted cash flows are less than the carrying value of the assets. The estimate of cash flows
includes management’s assumptions of cash inflows and outflows directly resulting from the use of those assets in operations.
When a potential impairment has occurred, an impairment write-down is recorded if the carrying value of the long-lived asset
exceedsitsfair value. The Company believes its estimated cash flows are sufficient to support the carrying value of its long-
lived assets. If estimated cash flows significantly differ in the future, the Company may be required to record asset impairment
write-downs.

If the Company commits to a plan to dispose of along-lived asset before the end of its previoudly estimated useful life,
estimated cash flows are revised accordingly, and the Company may be required to record an asset impairment write-down.
Additionally, related liabilities arise such as severance, contractual obligations and other accruals associated with store closings
from decisions to dispose of assets. The Company estimates these liabilities based on the facts and circumstances in existence
for each restructuring decision. The amounts the Company will ultimately realize or disburse could differ from the amounts
assumed in arriving at the asset impairment and restructuring charge recorded.

The Company classifies certain long-lived assets as held for disposal by sale and ceases depreciation when the particular
criteriafor such classification are met, including the probable sale within one year. For long-lived assets to be disposed of by
sale, an impairment charge is recorded if the carrying amount of the asset exceeds itsfair value less costs to sell. Such
valuations include estimations of fair values and incremental direct costs to transact a sale.

The carrying value of goodwill and other intangible assets with indefinite lives are reviewed at least annually for possible
impairment in accordance with ASC Subtopic 350-20 “ Goodwill.” Goodwill and other intangible assets with indefinite lives
have been assigned to reporting units for purposes of impairment testing. The reporting units are the Company’s retail operating
divisions. Goodwill and other intangible assets with indefinite lives are tested for impairment annually at the end of the fiscal
month of May. The Company estimates fair value based on discounted cash flows. Historically, the goodwill impairment test
involved atwo-step process. Thefirst step is a comparison of each reporting unit’s fair value to its carrying value. The reporting
unit’s discounted cash flows require significant management judgment with respect to sales, gross margin and SG& A rates,
capital expenditures and the selection and use of an appropriate discount rate. The projected sales, gross margin and SG& A
expense rate assumptions and capital expenditures are based on the Company’s annual business plan or other forecasted results.
Discount rates reflect market-based estimates of the risks associated with the projected cash flows directly resulting from the
use of those assets in operations. The estimates of fair value of reporting units are based on the best information available as of
the date of the assessment. If the carrying value of areporting unit exceeds its estimated fair value in the first step, a second
step is performed, in which the reporting unit’s goodwill iswritten down to itsimplied fair value. The second step requires the
Company to allocate the fair value of the reporting unit derived in the first step to the fair value of the reporting unit’s net
assets, with any fair value in excess of amounts allocated to such net assets representing the implied fair value of goodwill for
that reporting unit. If the carrying value of an individual indefinite-lived intangible asset exceeds its fair value, such individual
indefinite-lived intangible asset is written down by an amount equal to such excess. Commencing in 2012, the Company will
be allowed to first assess qualitative factors to determineif it is more likely than not that the fair value of areporting unit isless
than its carrying value and whether it is necessary to perform the two-step goodwill impairment process.

The Company capitalizes purchased and internally devel oped software and amortizes such costs to expense on a straight-
line basis over two to five years. Capitalized software isincluded in other assets on the Consolidated Balance Sheets.
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Historically, the Company offered both expiring and non-expiring gift cards to its customers. At the time gift cards are
sold, no revenue is recognized; rather, the Company records an accrued liability to customers. The liability isrelieved and
revenue is recognized equal to the amount redeemed at the time gift cards are redeemed for merchandise. The Company records
income from unredeemed gift cards (breakage) as areduction of SG& A expenses. For expiring gift cards, income is recorded at
the end of two years (expiration date) when thereis no longer alegal obligation. For non-expiring gift cards, income is recorded
in proportion and over the time period gift cards are actually redeemed. At least three years of historical data, updated annually,
is used to determine actual redemption patterns. Since February 2, 2008, the Company sells only non-expiring gift cards.

The Company, through its insurance subsidiary, is self-insured for workers compensation and general liability claims up
to certain maximum liability amounts. Although the amounts accrued are actuarially determined based on analysis of historical
trends of losses, settlements, litigation costs and other factors, the amounts the Company will ultimately disburse could differ
from such accrued amounts.

The Company, through its actuaries, utilizes assumptions when estimating the liabilities for pension and other employee
benefit plans. These assumptions, where applicable, include the discount rates used to determine the actuarial present value of
projected benefit obligations, the rate of increase in future compensation levels, the long-term rate of return on assets and the
growth in health care costs. The cost of these benefits is recognized in the Consolidated Financial Statements over an
employee’s term of service with the Company, and the accrued benefits are reported in accounts payable and accrued liabilities
and other liahilities on the Consolidated Balance Sheets, as appropriate.

Financing costs are amortized using the effective interest method over the life of the related debt.

Income taxes are accounted for under the asset and liability method. Deferred income tax assets and liabilities are
recognized for the future tax consequences attributabl e to differences between the financial statement carrying amounts of
existing assets and liabilities and their respective tax bases, and net operating loss and tax credit carryforwards. Deferred
income tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which
those temporary differences are expected to be recovered or settled. The effect on deferred income tax assets and liabilities of a
change in tax rates is recognized in the Consolidated Statements of Income in the period that includes the enactment date.
Deferred income tax assets are reduced by a valuation allowance when it is more likely than not that some portion of the
deferred income tax assets will not be realized.

The Company records derivative transactions according to the provisions of ASC Topic 815 “Derivatives and Hedging,”
which establishes accounting and reporting standards for derivative instruments and hedging activities and requires recognition
of all derivatives as either assets or liabilities and measurement of those instruments at fair value. The Company makes limited
use of derivative financial instruments. The Company does not use financial instruments for trading or other speculative
purposes and is not a party to any leveraged financial instruments. On the date that the Company entersinto a derivative
contract, the Company designates the derivative instrument as either afair value hedge, a cash flow hedge or as a free-standing
derivative instrument, each of which would receive different accounting treatment. Prior to entering into a hedge transaction,
the Company formally documents the relationship between hedging instruments and hedged items, as well as the risk
management objective and strategy for undertaking various hedge transactions. Derivative instruments that the Company may
use as part of itsinterest rate risk management strategy include interest rate swap and interest rate cap agreements and Treasury
lock agreements. At January 28, 2012, the Company was not a party to any derivative financial instruments.

The Company records stock-based compensation expense according to the provisions of ASC Topic 718, “ Compensation
— Stock Compensation.” ASC Topic 718 requires all share-based payments to employees, including grants of employee stock
options, to be recognized in the financial statements based on their fair values. Under the provisions of ASC Topic 718, the
Company must determine the appropriate fair value model to be used for valuing share-based payments and the amortization
method for compensation cost. See Note 12, “ Stock Based Compensation,” for further information.

In January 2010, the FASB issued Accounting Standards Update No. 2010-6, which provides amendments and requires
new disclosures relating to ASC Topic 820, “Fair Value Measurements and Disclosures,” and also conforming amendments to
guidance relating to ASC Topic 715, “Compensation — Retirement Benefits.” The Company adopted this guidance on
January 31, 2010, except for the disclosure requirement regarding purchases, sales, issuances and settlementsin the rollforward
of activity in Level 3 fair value measurements, which the Company adopted on January 30, 2011. This guidanceislimited to
the form and content of disclosures, and the full adoption did not have an impact on the Company’s consolidated financial
position, results of operations or cash flows.

In July 2010, the FASB issued Accounting Standard Update No. 2010-20, which amends various sections of ASC Topic
310, “Receivables,” relating to acompany’s alowance for credit losses and the credit quality of its financing receivables. The
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amendment requires companies to provide disaggregated levels of disclosure by portfolio segment and class of financing
receivable to enable users of the financial statements to understand the nature of credit risk, how the risk isanalyzed in
determining the related allowance for credit losses and changes to the allowance during the reporting period. The Company
adopted this guidance as of January 29, 2011, except asit relates to disclosures regarding activities during a reporting period,
which the Company adopted on January 30, 2011. This guidance is limited to the form and content of disclosures. The full
adoption did not have an impact on the Company’s consolidated financial position, results of operations or cash flows.

In December 2010, the FASB issued Accounting Standard Update No. 2010-28, which amends ASC Topic 350,
“Goodwill and Other,” relating to the goodwill impairment test of areporting unit with zero or negative carrying amounts. The
Company adopted this guidance on January 30, 2011, and the adoption did not have and is not expected to have have an impact
on the Company’s consolidated financia position, results of operations or cash flows.

In September 2011, the FASB issued Accounting Standards Update No. 2011-09, which amends ASC Topic 715,
“Compensation - Retirement Benefits.” This guidance requires additional quantitative and qualitative disclosures for employers
who participate in multiemployer pension plans. The Company adopted this guidance on January 28, 2012. This guidanceis
limited to the form and content of disclosures, and the full adoption did not have an impact on the Company’s consolidated
financial position, results of operations or cash flows.

2.  Gain on Sale of Properties, Impairments, Store Closing Costs and Division Consolidation Costs

Gain on sale of properties, impairments, store closing costs, and division consolidation costs consist of the following:

2011 2010 2009
(millions)

Gain on SAE Of PrOPEMTIES ......cuviececrete ettt $ (54 $ — $ —

Impairments of propertiesheld and USEd ...........cccveereeneiineineeeeeseieas 22 18 115
Store closing costs:

SEVEIANCE........eeiteeeerteeie sttt ettt ettt st s et e sae s eesb e e e e sb e e b e sbeenreeneenns 4 1 2

L 1 0= RSSO 3 6 4

Division conSOlidation COSES .......uvurriririrrerinereee s — — 270

$ (25) $ 25 $ 391

During 2011, the Company recognized a gain on the sale of store leases related to the 2006 divestiture of Lord & Taylor,
partially offset by impairment charges and other costs and expenses related to store closings.

At January 28, 2012, the Company had approximately $82 million of cash in aqualified escrow account, included in
prepaid expenses and other current assets, for potential like-kind exchange transactions related to the sale of properties
mentioned above.

Long-lived assets held for use are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of such assets may not be recoverable. Determination of recoverability of long-lived assetsis based on an
estimate of undiscounted future cash flows resulting from the use of those assets in operation. Measurement of an impairment
loss for long-lived assets that management expects to hold and use is based on the fair value of the asset. When an impairment
loss is recognized, the carrying amount of the asset is reduced to its estimated fair value. As aresult of the Company’s projected
undiscounted future cash flows related to certain store locations being less than the carrying value of those assets, the Company
recorded the impairment charges reflected in the table above relating to properties held and used, including properties that were
the subject of announced store closings. The fair values of these locations were calculated based on the projected cash flows
and an estimated risk-adjusted rate of return that would be used by market participantsin valuing these assets or based on prices
of similar assets.

During January 2012, the Company announced the closure of ten Macy's and Bloomingdal€'s stores; during January 2011,
the Company announced the closure of three Macy’s stores; and during January 2010, the Company announced the closure of
five Macy’s stores. In connection with these announcements and the plans to dispose of these locations, the Company incurred
severance costs and other costs related to lease obligations and other store liabilities. For 2010, these costs also included aloss
on the sale of one property to be disposed.
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The following table shows for 2011, 2010 and 2009, the beginning and ending balance of, and the activity associated
with, the severance accruals established in connection with announced store closings:

2011 2010 2009

(millions)
Balance, beginning Of YEAI............cccveeeveveeeeeeeeeeeee et $ 1% 2 3 4
Charged to StOre ClOSING COSES......cveerviirieiriiieesiee ettt 4 1 2
Y= (@D} 2 4
Balance, €Nd Of YEA ........c.cvcueueeeeeeteeeeee ettt $ 4 $ 1% 2

The Company expects to pay out the 2011 accrued severance costs, which are included in accounts payable and accrued
liabilities on the Consolidated Balance Sheets, prior to April 28, 2012.

In February 2008, the Company began alocalization initiative called “My Macy’s.” Thisinitiative was intended to
strengthen local market focus and enhance selling service in an effort to both accelerate same-store sales growth and reduce
expenses. To maximize the results from My Macy’s, the Company took action, initially in selected markets, that: concentrated
more management talent in local markets, effectively reducing the “span of control” over local stores; created new positionsin
the field to work with planning and buying executives in helping to understand and act on the merchandise needs of local
customers; and empowered locally based executives to make more and better decisions. In combination with the localization
initiative, the Company consolidated the Minneapolis-based Macy’s North organization into New York-based Macy’s East, the
St. Louis-based Macy’s Midwest organization into Atlanta-based Macy’s South and the Seattle-based Macy’s Northwest
organization into San Francisco based Macy’s West. The Atlanta-based division was renamed Macy's Central.

In February 2009, the Company announced the expansion of the My Macy’s localization initiative across the country.
Also as part of the My Macy's transformation, the Company’s Macy's branded stores were reorganized in a unified operating
structure, through division consolidations, to support the Macy’s business. Division central office organizations were eliminated
in New York-based Macy’s East, San Francisco-based Macy’s West, Atlanta-based Macy’s Central and Miami-based Macy’s
Florida. The New York-based Macy’s Home Store and Macy’s Corporate Marketing divisions no longer exist as separate
entities. Home Store functions were integrated into the Macy’s national merchandising, merchandise planning, stores and
marketing organizations. Macy’s Corporate Marketing was integrated into the new unified marketing organization. The New
York-based Macy’s Merchandising Group was refocused solely on the design, development and marketing of the Macy's family
of private brands.

The costs and expenses associated with the division consolidations and localization initiatives consisted primarily of
severance costs and other human resource-related costs.

The following table shows for 2010 and 2009, the beginning and ending balance of, and the activity associated with, the
severance accruals established in connection with the division consolidations and localization initiatives:

2010 2009

(millions)
Balance, beginning Of YEAI.............ccveveeueeeeeeeee e $ 69 $ 30
Charged to division consolidation COSES.........c.eereerieerennenreee e — 166
Y= (69) (227)
Balance, €N Of YEA ........c.cvcveveeeeceteeeeee ettt $ — $ 69

3.  Receivables
Receivables were $368 million at January 28, 2012, compared to $338 million at January 29, 2011.

In connection with the sale of most of the Company's credit card accounts and related receivable balances to Citibank, the
Company and Citibank entered into along-term marketing and servicing alliance pursuant to the terms of a Credit Card
Program Agreement (the “ Program Agreement”) with an initial term of 10 years expiring on July 17, 2016 and, unless
terminated by either party as of the expiration of the initial term, an additional renewal term of three years. The Program
Agreement provides for, among other things, (i) the ownership by Citibank of the accounts purchased by Citibank, (ii) the
ownership by Citibank of new accounts opened by the Company’s customers, (iii) the provision of credit by Citibank to the

F-13



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

holders of the credit cards associated with the foregoing accounts, (iv) the servicing of the foregoing accounts, and (v) the
alocation between Citibank and the Company of the economic benefits and burdens associated with the foregoing and other
aspects of the alliance.

Pursuant to the Program Agreement, the Company continues to provide certain servicing functions related to the accounts
and related receivables owned by Citibank and receives compensation from Citibank for these services. The amounts earned
under the Program Agreement related to the servicing functions are deemed adequate compensation and, accordingly, no
servicing asset or liahility has been recorded on the Consolidated Balance Sheets.

Amounts received under the Program Agreement were $772 million for 2011, $528 million for 2010 and $525 million for
2009, and are treated as reductions of SG& A expenses on the Consolidated Statements of Income. The Company’s earnings
from credit operations, net of servicing expenses, were $582 million for 2011, $332 million for 2010, and $323 million for
2009.

4. Inventories

Merchandise inventories were $5,117 million at January 28, 2012, compared to $4,758 million at January 29, 2011. At
these dates, the cost of inventories using the L1FO method approximated the cost of such inventories using the FIFO method.
The application of the LIFO method did not impact cost of sales for 2011, 2010 or 2009.

5.  Properties and Leases

January 28, January 29,
2012 2011
(millions)
0 To [ US ST SR $ 1,689 $ 1,702
Buildings on owned 1aNd..........cccoiiiireieneerereeee e 5,234 5,148
Buildings on leased land and leasehold improvements..........ccoceeevevereseveereeceeseeeevene, 2,165 2,227
FiXtures and EQUIPIMENL .........coeiiiiiie ettt sb et se b aese e e e e nesneeaas 5,275 5,752
Leased properties under capitalized 188SES.........coveirirerennerre e 43 33
14,406 14,862
Less accumulated depreciation and amortiZation.............ooevevereereneeseeiesceneeeeeee 5,986 6,049
$ 8420 $ 8,813

In connection with various shopping center agreements, the Company is obligated to operate certain stores within the
centers for periods of up to twenty years. Some of these agreements require that the stores be operated under a particular name.

The Company leases a portion of the real estate and personal property used in its operations. Most |eases require the
Company to pay real estate taxes, maintenance and other executory costs; some also require additional payments based on
percentages of sales and some contain purchase options. Certain of the Company’s real estate leases have terms that extend for
significant numbers of years and provide for rental rates that increase or decrease over time. In addition, certain of these leases
contain covenants that restrict the ability of the tenant (typically a subsidiary of the Company) to take specified actions
(including the payment of dividends or other amounts on account of its capital stock) unless the tenant satisfies certain financial
tests.
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Minimum rental commitments (excluding executory costs) at January 28, 2012, for noncancellable leases are:

Capitalized Operating
Leases Leases Total
(millions)

Fiscal year
2002, e e e e et ere s $ 6 $ 255 $ 261
0 T USSP 5 244 249
0 SRR 5 224 229
2005 e e e e e e e erenns 3 187 190
L TSSO 3 168 171
ATLEN 2005 ... et et ene e 52 1,689 1,741
Total MiNiMUM 1€3SE PAYMENES.........cccviieeeieeeesee et 4% 2,767 $ 2,841
Less amount repreSenting iNtEreSt..........cooveevererenene e 35
Present value of net minimum capitalized |ease payments...........cccevevenereneas $ 39

Capitalized leases are included in the Consolidated Balance Sheets as property and equipment while the related obligation
isincluded in short-term ($4 million) and long-term ($35 million) debt. Amortization of assets subject to capitalized leasesis
included in depreciation and amortization expense. Total minimum lease payments shown above have not been reduced by
minimum sublease rentals of approximately $54 million on operating |eases.

The Company is a guarantor with respect to certain lease obligations associated with The May Department Stores
Company and previously disposed subsidiaries or businesses. The leases, one of which includes potential extensions to 2070,
have future minimum |ease payments aggregating approximately $369 million and are offset by payments from existing tenants
and subtenants. In addition, the Company isliable for other expenses related to the above leases, such as property taxes and
common area maintenance, which are also payable by existing tenants and subtenants. Potential liabilities related to these
guarantees are subject to certain defenses by the Company. The Company believes that the risk of significant loss from the
guarantees of these |ease obligationsis remote.

Rental expense consists of:

2011 2010 2009
(millions)
Real estate (excluding executory costs)
Capitalized leases —
CONLINGENE FTENLAIS. .....cvvvvcveverereececeeeeteeeeeesrer et ereresessssassesessasanens $ — 3 — $ —
Operating leases —
MINIMUM FENEAIS.....c.civiiiiiiiiree e 242 234 230
Contingent rentalS.........coceieeieiieeceer e 19 16 15
261 250 245
Lessincome from subleases —
OPErating |EaSES.......cvivereeieriee ettt st e (18) (15) (16)
$ 243 $ 235 $ 229
Personal property — Operating [€3SES.......cccvevveveniesie e $ 10 $ 10 $ 12

Included as a reduction to the expense above is deferred rent amortization of $8 million, $7 million and $7 million for
2011, 2010 and 2009, respectively, related to contributions received from landlords.
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6. Goodwill and Other Intangible Assets
The following summarizes the Company’s goodwill and other intangible assets:

January 28, January 29,
2012 2011
(millions)
Non-amortizing intangible assets
GOOAWIIL ...t $ 9125 $ 9,125
Accumulated impPai rMMENE TOSSES......c..cieeeeieereeierere et eaea (5,382) (5,382
3,743 3,743
TrAOENAIMES ...ttt b e n e 414 414
$ 4,157 $ 4,157
Amortizing intangible assets
FaVOrabl@ 1EASES ...ttt $ 234 $ 250
CUSLOMEY FElELIONSNIPS......cevereeiiieterie et se e aeenas 188 188
422 438
Accumulated amortization
FaVOrabl @ IEASES ..o e (117) (113)
CusStomeEr relatioNSNIPS. .....cerveireeeereerere e (121) (102)
(238) (215)
$ 184 $ 223

Intangible amortization expense amounted to $39 million for 2011, $41 million for 2010 and $41 million for 2009.

Future estimated intangible amortization expense is shown below:

(millions)
Fiscal year:
2002 R R R Rt R R e e e e e e n e R neerern $ 37
2013 e 34
204 ... et 31
A TP USSR 21
2016 s 8

Favorable |ease intangible assets are being amortized over their respective lease terms (weighted average life of
approximately twelve years) and customer relationship intangible assets are being amortized over their estimated useful lives of
ten years.
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7.  Financing

The Company’s debt is as follows:

January 28, January 29,
2012 2011
(millions)
Short-term debt:
5.35% SENIOr NOLES AUE 2012........ovuieeirrieeseessssessssssesssessesssssssssssssssssessessssesssssssessssessessssssssssssesnssssesnsans $ 616 $ —
5.875% Senior NOES AUE 20L3.........c.oimiiiiieieree ettt ettt ettt ettt ettt 298 —
8.0% Senior debentures dUE 2012..........c.cociieiereniireeereet ettt ettt ettt 173 —
6.625% Senior NOLES AUE 201L.......c.c.oimiiiiieieee ettt ettt ettt — 330
7.45% Senior debentures dUE 201 1...........cociieieiiereeereee ettt ettt — 109
Capital lease and current portion of other long-term obligations..........c.coeereririrninnennrer e 16 15
$ 1,103 $ 454
Long-term debt:
5.9% SeNior NOLES AUE 2016.........cueeeereriereeereresnereressssesesessassressssssesesesssssssssessssssessssssssessssssssessensassessenssnsns $ 977  $ 977
7.875% Senior NOLES AUE 2015 ¥ ......c.cueuiuiriiieieree ettt ettt ettt 612 612
3.875% SeNior NOLES AUE 2022.........c.ceuiuiiiieieree sttt ettt ettt ettt ettt 550 —
6.375% SeNior NOLES AUE 2037.......c.cueuiminireniieieee sttt ettt ettt ettt ettt 500 500
5.75% Senior NOES AUE 2014.........ccuimimiiiiteie ettt ettt ettt ettt 453 453
6.9% Senior debentures dUE 2029............cuiiiiiriniereie ettt 400 400
6.7% Senior deDentUres dUE 2034..........c.ceiieiiriiereeereee ettt ettt ettt 400 400
7.45% Senior deDentUreS dUE 2017 ........c.cviieiireiineeerete ettt ettt ettt 300 300
6.65% Senior debentures dUE 2024............cccveiiiiirinienete ettt ettt ettt 300 300
7.0% Senior debentures dUE 2028............c.coueeiiriniereniereit ettt ettt ettt 300 300
6.9% Senior deDentUres dUE 2032..........c.coviieiiriiireeerett ettt ettt ettt 250 250
5.125% Senior debentures dUE 2042.............ccceriiiriireniineteseeesest sttt ettt 250 —
6.7% Senior debentures dUE 2028..............coceeiirinierinierete ettt ettt ettt 200 200
6.79% Senior deDENtUIES AUE 2027 ........c.cviiiiieiereeerett ettt ettt ettt 165 165
7.45% Senior debentures dUE 2016..........c.coveeieeieeriereee ettt ettt ettt 123 123
7.625% Senior debentures duE 2013..........cccoeiiiiereniereit ettt ettt 109 109
7.875% Senior debentures dUE 2036..........c.c.ceieiireriniereieseeesese ettt ettt 108 108
7.5% Senior debentures dUE 2015..........c.couiieieririereneereet ettt ettt ettt 100 100
8.125% Senior debentures dUE 2035..........c.ccceiiiiiriniereie sttt ettt ettt 76 76
8.75% Senior debentures dUE 2029............coceeiiiiereniereet ettt ettt ettt 61 61
8.5% Senior debentures dUE 2019..........cccuiiiieriiereee ettt ettt 36 36
9.5% amortizing debEntUres dUB 2021...........c.couiiiieniireitreeeree ettt ettt 33 37
10.25% Senior debentures AU 2021L..........c.cveurererirererirerisiresis ettt ettt 33 33
7.6% Senior debentUres dUE 2025............cciieiiriniireneeneet ettt ettt ettt 24 24
9.75% amortizing debentures dUE 2021...........cocceeieiriereiireniereni ettt 18 20
7.875% Senior debentures du 2030..........cceeieeiereniereteseee ettt ettt ettt 18 18
5.35% Senior NOES AUE 2012.........ccceuimiuiiniieierees ettt ettt ettt ettt sttt — 616
5.875% Senior NOES AUE 20L3.........c.oimiuiriiieierees ettt ettt ettt ettt — 298
8.0% Senior debentures dUE 2012............ccciieiiriiereniereee ettt ettt ettt — 173
Premium on acquired debt, using an effective

interest Yield Of 5.017%0 £0 6.165%0..........c.curururureririririeieieieieisisieisie bbbttt sttt es st sebeses 216 239
Capital lease and other 0Ng-term ObligatIONS ..........ciiirieic e 43 43
$ 6,655 $ 6,971

The rate of interest payable in respect of these senior notes was increased by one percent per annum to 8.875% in April 2009 as aresult of a
downgrade of the notes by specified rating agencies, was decreased by 0.50 percent per annum to 8.375% effective in May 2010 as aresult of an
upgrade of the