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Group revenue

£10.9bn

Basic earnings per share

15.7p

No dividend paid for 21722

(19/20: +6.9%)

(19/20: 1.3p)

Alternative performance measures
The report provides alternative
performance measures ("APMs™) which
are not defined or specified under the
requirements of UK-adopted international
Accounting Standards. We belicve these
APMs provide readers with important
additional information on our business
We have included a glossary on

pages 192 to 197 which provides a
compreheansive list of the AIPMs that

we use, including an explanation of how
they are calculated, why we use them
and how they can be reconciled to a
statutory measure where relevant.

L
erp NVENVIEW
Group profit before tax

(19/20: +482.9%)

£391.7m

Croup profit before tax and
adjusting items
(19/20: +29.7%)

£522.9m

. Net debt excluding
tease liabilities

£420 m (¥9/20: -71.2%)

Adjusted earnings
per share

21.7p

Year-on-year comparison

(19/20: +29.9%)

Percentage of UK Clothing
& Home sales online

34%

Group: Net promoter score'

+29

Digital: Net promoter score!

+5

Stores: Net promoter score'

+81

(19/20: 23%)

(new metric)

(new metric)

(20/21: 81)

The impact of Covid 191n 2020/21 renders comparisons to the prior year less meaningful,
To aid understanding, throughout this document we are showing the 52 weeks to
28 March 2020 as the comparative penod, unless stated otherwise.

Net promoter score

This year we launched a new Voice of the Customer programme, including Net Promaoter
Scores (NPS), which established a new measurcment framework. This includes several new
reasures, including a M&S Group NPS metric, which for the first time provides a total view
of our customers and a new Digital NPS metric, which tracks customer sentiment across
M&S.corm and our app. We witl continue to benchmark our performance against the new

framework in future reports
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STRATEGIC REPORT

CHAIRMAN'’S LETTER

Dear shareholder,

Marks and Spencer ends the 2022 financial

year at an inflection point in its history.
Mot only have we emerged from the
pandernic a stronger business, but we are
also at the end of the "fixing the basics”
phase of our transformation. And we
have a very dynamic new leadership
team taking cver from Steve Rowe,

our longstanding Chief Executive.

Their mandate is now to reshape M&S

as a growth business capabie of exploiting

the power of our global brand.

l'want 1o be clear that on doing so we are
not declaring victory, Whitst we can now
see more Lthan glimpses of the potential
in both Clothing & Home and Food,
there are many aspects of both main
businesses that require improvement,

but the strategy is now clear, and

our resulls this year have exceeded
most expectations. Steve Rowe, in his
remarkable tenurc as Chief Exccutive
grasped many of the nettles and
addressed Lhe underlying drifl of previous
decades. The change in leadership is

not likely to herald a change of direction
but rather z significant acceleration

and a bolder approach Lo investment
and growth,

However, with M&S, life 1s never plain
sailing. On top of the transformation
programme, the last four years have seen
the businesses buffeted by a series of
external shocks, Brexit, the pandemic,
and the invasion of Ukraine. We live in

an era of hyper-active government

and expect increases in tax on profits

and employment this year, alongside

loot Bepind the (abed

As part of our Plan A reset in
September, we relaunched the
wonic Loak Behind the Label
campaign, inviting customers to
find out more about the action
M&S is taking to do right by

the planet.

Alongside this, customers were
encouraged to visit our new hub
threugh social channels, where
we set out everyday actions
customers can take to help
reduce their carbon footprint.

02 Marks and Spencer Group ple

“ WE HAVE A VERY DYNAMIC NEW
LEADERSHIP TEAM TAKING OVER FROM
STEVE ROWE, OUR LONGSTANDING
CHIEF EXECUTIVE. THEIR MANDATE IS
NOW TO RESHAPE M&S AS A GROWTH
BUSINESS CAPABLE OF EXPLOITING
THE POWER OF OUR GLOBAL BRAND. ”

Archie Nerman, (pairman

new regulatory pressures notably on
food content and store layout In Lhe
next eight months we expect the
strongest reduction in consumer
real income for decades.

The test of the qualily of a business is not
whether it encounters storms, but how
resilient it is to ride them out. Of course,
a dramatic reduction in real iIncome will
irpact our prefits. But with the changes
we have made, M&S s in much stronger
shape and we start from a rising trend

in sates, We have moved to a fasler,

less hierarchical, more commercial
organisation and cullure. We are more
digital and geared to an omni-channel
future, with Clothing & Home online sales
penetration double that at the outset of
our transformation and the Ocado joint
venture well positioned for growth.




Qur international franchises are in good
shape and we are rapidly growing our
“global” online business. Both our main UK
businesses have achieved market share
growlh in recent months and are well
placed on value,

We have strong new store formats

and a geod pipeline of store retocations
and rebuilds. Our balance sheet is
commercially stronger than at any
recent time.

So, our approach to the likety consumer
recession will be unwavering. Our ambition
is to become a growth business. M&S was
founded in 1884 and we are slriving to
huild a great business for the next

100 vears. We expect to increase our
investment in digital, technology and

the store estate in the year ahead.

For that reason and because of the
rnacreecenomic uncertainty, we are
reserving our position on future dividend
payments. There will come a time

to review the return of capital for
shareholdersg, but it is not now.

| believe that the role of the Boardina
transforrnation is ol jusl Lo vversee good
governance. It is to be the guardian of the
strategy and values of the business, and
the debating pariner of the executive, and
to be available to provide impartial advice
to accelerate the transformation.

A good Board is an engaged Board.

In the last year with the pandemic, the
succession of leadership and other
issues, we have had a stable team, robust
discussion and great engagement.
This year, Andy Halford, who has

now served nine years, will hand over
Chairmanship of the Audit Commitiee
to Evelyn Bourke and we expert tn
appoint & successer (o his role as
Senicr Independont Director (SID).

Most importantly, Steve Rowe is leaving
us after spending almost all his career
at M&S, starting on the shop floor and
rising to Chief Executive, leading the
business through the last six years.

He has been heart and soul M&S and

Forward

goes with the thanks and affection of
everyone In the business. He has helped
us plan the succession to Stuart Machin as
Chief Executive and Katie Rickerstaffe as
Co-Chief Executive alongside Ecin Tonge
as Group CFO & Chief Strategy Officer.
They represent a very strong and
balanced team with the experience

and energy to drive the next phase of
change - "shaping the future”

Finally, M&S is a unique employee brand
and the principles of equal respect,
engagement and carc of our colleagues
run deep in our history. This year has been
a testing one for everyone. Next year will
be differont but also challenging. We are
deeply grateful to all our colleagues for
their commitment, loyalty and hard work.

ke il

Archie Norman Chairman

/ THINKING

Boocting our dt}yl)tw{
& datw sbills

To consistently deliver great products
and services to our customers,

we need to be forward thinking

and data driven.

Having the right skills, capabilities and culture
across the business to harness the insights we
generate ismt just a nice-to-have - it's a necessity
for our transformation. Which is why we've been
investing in the skills of our teams, with over 1,600
colleagues from across the business having been
upskilled through our data skills pathway, which
we launched in 2018 with retail’s first ever data
academy in partnership with Decoded. Today

we have four separate streams, including our
most recently taunched L7 Data Science & Al
apprenticeship, all equipping cur teams with the
tools and skills they need to stay one step ahead
of our customers. We want to establish our
reputation as a data led organisation - and these

programmes are a big part of how we're doing that.

1,000+

Number of colleagues upskilled
through our data academies
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STRATEGIC REPORT

COMPLETION OF THE FIRST PHASE
OF TRANSFORMATION

Four years ago, in a presentation entitled “Facing the Facts’, we set out why change was needed at
M&S to arrest decline. Qur results this year demonstrate the extent of change delivered.

Fi/)(i/ng/ the basics

Food

M&S Foad is now the top-performing
UK food business in the sector based
on like-for-like sales over 12 months,
driven by recerd quality and improved
value perception.

Brand appeal

Our brand perception was
weakening, and customers
guestioned the relevance
of M&S, but our efforts

to broaden the appeal of
our ranges has resulted in
improvements an almost
all customer metrics.

RE MARKS ABLE

VALUE
-

Clothing & Home

Custormers totd us clothing had become confusing to shop
and growing option counts were leading to lower rates of sale.
Options have now been reduced by 20%, and we've backed
our bestselling lines and improved style credentials to deliver
growth in key categories.

Simplified our
clothing range by

c.20%

Growing M&S.com

We have nearly doubled our Clothing &
Home anline penetration fram 18% to
34% and driven a focus on M&S app
downloads to reach 4m users.

The nascent ‘Brands at
M&S' offer has been
established, giving
customers more reasons
to visit M&S.com.

Taking M&S
Food online

Four years ago, M&S Food had no online
capabitity, but our 50% investrnent in
Ocado Retail in 2019 has taken our Full
food range online for the first time.

Faster online fulfilment

Castle Donington struggled
to cope with demand and
fulfilment speeds tagged
the market, but outputs
have now doubled and
delivery service and speeds
are competitive again.

Trusted
value

Digitat-first
loyalty

Tackling our legacy
store estate

A family of
accountable

In 2018, €.30% of Food
ana c.35% of Clothing &
Home stock was sold at
discount, eroding
customer trust. Today,
this has reduced to
c.15% and ¢.18%
respectively, rebuilding
belief that the first price
is the right price.

Nonetheless, there
remains much to do as
we embark on our new

“shaping the future” stage,

and three important

infrastructure challenges

remain which can still
impact the pace of
change and recovery:

In 2020 Sparks relaunched
as a digital-first loyalty
scheme —and has doubled
customer numbers in less
than two years to over

15 million membpers.

Sparks
customers

#1

Although we have matenally
changed cur digital footprint, sorne
of our core technolegy systems
need investrment Mast notably n
Clothing & Home, where range
planning and supply chain tracking
can be significantly improved to
arive more efficient trading.

04 Marks and Spencer Group pic

Store renewals

40

Qur legacy store base was ageing, with no
track record of closures or adaptation to how
our customers want to shop today. We now
have a programme of store rotation underway
to create a store estate fit for the future.

#2

Our supply ¢hains require further
investment, with the cpportunity
in Clothing & Home ta reduce
single picking, IMprove capacity,
reduce costs and improve store
operatians as a result In Food we
nead Improved operations with
Gist and to invest in and reshape
the network

businesses

The slow and hierarchal
corporate structure has
been restructured into a
farmily of accountable
businesses, with leaders
who are close to the
frant line and make
decisions based on
insight and data.

#3

The full-line store estate rermains
aged compared to competition, and
there is much still to do. Ciothing &
Home store sales are running more
than 25% below four years ago, yet we
have had less than a2 10% reduchion in
space since then The imperative to
reduce $pace and rotate to newer
better stores remains



CHIEF EXECUTIVE’'S STATEMENT

STRONG PERFORMANCE DELIVERED
BY A MORE RESILIENT M&S

A strong all-round performance combined
with the benefits of the transformation
delivered an encouraging performance
across M&S. Profit before lax and adjusting
iterns for the period was £522.9m (2019/20:
£403 1m). Statutory profit before tax was
£391.7m (2019/20: £67.2m). The recovery of
profit combined with a focus on working
capital and tightly controlled capital
expenditure generated substantial free
cash flow and a sharp reduction in

net debt. Results included £59 8m of

UK business rates relief and a net rates
charge of £139.7m in the period

M&S Food now a high-performing
business with market share growth

M&S Food delivered sales growth of 10.1%.
Combined with an iImproving margin mix
in HZ and the benefits of the “lowering
cost” prograrmmme, this supperted a strong
increase in operating profit before
adjusting items We were encouraged

by the core sales performance and the
resilience of larger basket sizes, even as
we saw a gradual recovery in the franchise
travel and hospitality businesses in H2.
Value and guality perception indicators
are robust. The strength of performance
in new channels {Ocado and Costa Coffee)
reinforces our belief in the long-term
potential to grow the business.

Ocado Retail transitioning to

strong capacity growth post

pandemic reversion

As expected, Ocado Retail saw a
normalisation of basket sizes and the
shape of trade, resulting in a 4% decline

in revenue and a reduced contribution

to Group results after exceplional costs
including the Erith fire. At the same time,
we are investing in new capacily despite
the backdrop of well-understoed industry
cost pressures, dermonstrating our
confidence in Ocado Retail. This has Lhe
potential to grow the business by over
50% when fully ramped up. With the

M&S brand consistently over 25% of the
average Ocado basket, we believe there is
substantial further synergy potential for
the two businesses to exploit

“ WHAT IS IMPORTANT ABOUT THESE
RESULTS IS NOT JUST THE RESTORATION
OF PROFIT AND STRONG CASH FLOW,
IT IS THAT THEY DEMONSTRATE M&S

HAS FUNDAMENTALLY CHANGED. ”

Gteve Rowe, (hief Execitive

Clothing & Home on track for a more
profitable model capable of growth
Clothing & Home gelivered 3.8% sales
growth, driven by online sales. We shifted
to trusted value, reducing option count by
€.20% over three years, which resulted in
good growth in core calegories and a
reduction of stock into sale. Operating
profit befere adjusting items grew
strongly, reflecting the improved full-price
mix. MSZ made multiple improvements

to the online of fer and service, with
around 11% of orders fulfilled from slore.
We have successfully grown the Sparks
programme to 15m members and app
users to over 4m, and have begun to
personalise customer experience. The
nascent brands platform now has around
40 clothing brand partnerships, own or
invested brands.

Ubraine response: Thank you o
our customens and 09’“%/9«%

From the outset of the invasion, our priority was to act with pace and provide
meaningful support to the people of Ukraine. We moved quickly to get behind UNICEF
UK's Ukraine Appeal with a corporate donation and pledged to double donations from
customers who selected UNICEF UK as their Sparks charity. However, in response to
the escalating hurmanitarian crisis, we announced a further £1.5m support package,
including a kickstart donation of £500,000 to UNHCR, the UN Refugee Agency,

and 12,000 iterns of winter clothing - to be distributed to those in need.

We made it possibie for colleagues and customers to
show their support too, activating giving at till-peints
and on M&S.com, allecating £500,000 to match
colleague fundraising and doubting Sparks donations
on an ongoing basis. Across the entire M&S Family,
the response has been incredible with £1,7m donated

by customers, made possible through till-point and
M&S.com donations for UNICEF UK on an ongoing
basis, as well as over £115k raised through colleague
fundraising events across stores and support centres.

Annual Report & Financial Statements 2022 Q5
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STRATEGIC REPORT

CHIEF EXECUTIVE’S STATEMENT

CONTINUED

Building store rotation pipeline driving
exit from legacy stores

We are now developing a growing pipeline
of store relocations, moving to modern
well-tocated sites, in the renewal format
with omni-channel capability. We aim to
fund the exit costs of the legacy estate
through an increasingly active asset
management and disposal programma.
We have a pipeline of ¢ 15 new full-line
stores over the next three years and

c.40 new Food stores, many in the larger
renewal format with click-and-callect
services for Clothing & Home, The 10 new
slores cpened last year traded 11% ahead
of sales plan and are on track tc generale
a payback of the nel capital invested in
just 15 years. New store performance
gives us encouragement wherever
possible to accelerate rotation.

International absorbing Brexit-related
costs, but emerging global

strategy encouraging

The International business, together with
our partners, generated 4% retail sales
growth. This included a solid performance
in the Middle East and online retail

sates more than doubling to over £250m
through growth in markets with a store
presence and global platforms. Operating
profit before adjusting items refiected the

combined effects of EU berder costs and
tariffs of £296m and an estimated trading
impact in the region of £15m. While we
have provided for the £31m cost of fully
exiting Russia and business disrupticn

in Ukraine, and will incur a loss of
contribution, we are also exploring
rultiple opportunities for further growth,
including through the Reliance joint
venture in India.

Extending and expressing our
sustainability tead

During the year we reset Plan A witha
singular focus on cutting our carbon
footprint by one third by 2025 and
becoming a fully net zerc business by
2040 As an own-brand retailer, M&S is very
well positioned to work with its supplier
partners to find better ways of doing
Lhings. We deveioped a multi-stakeholder
plan spanning customers, colleagues and
suppliers to deliver on this target. We also
agreed a new £850m revolving credit
facility tinked to the delivery of the net
Zero readmap.

A stronger M&S

Vhen | toak over the reins at M&S six years
ago, | committed to tackle the underlying
issues that had eroded the strength of
the business and build the foundations for

future growth. For me, what is important
about these results is not just the
restoration of profit and strong cash flow,
it is that they demonstrate that M&S has
fundamentally changed. While there is
much more to do, the business has moved
beyond proving its relevance and has the
appartunity for substantial future growth.
It has been my privilege to be the steward
and shopkeepor of this fantastic business
and extraordinary brand at such an
important stage in its history. The changes
we have delivered are down to the
commitment and hard work of colleagues
across the business and | am delighted to
hand the baton on to Stuart, Katie and
Eoin to lead the next phase

Rowe

Steve Rowe Chicf Executive

Reand abouts our strateqio prievities in the fellowing chapters

M&S FOOD
high-performing
business and

OCADO

market share growth post model capable
growth pandemic reversion of growth o p22
© pl1o o pl5 © pl6
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transitioning to
strong capacity

CLOTHING &
HOME on track for
a more profitable

Building STORE
ROTATION pipeline, absorbing Brexit

driving exit from
legacy stores

INTERNATIONAL

related costs,
but embryonic
global strategy
encouraging
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THE NEXT PHASE OF
TRANSFORMATION

As we enter the next phase of the
transformation, we maintain our ambition
to create a business capable of
sustainable growth in sales, market share
and profit. With improved profitability

and cash conversion, and linancial net
debt under a third of 2019/20 levels, the
business is resilient to the macroeconomic
headwinds while having flexibility Lo invest
In our transformation priorities.

MACROQECONOMIC HEADWINDS
IMPACT ON PERFORMANCE
AND EXPECTATIONS

There is substantial inflation in bolh

cost of goods sold and operating costs
including fuel, power, building materials
and maintenance Food cost inflation is
being driven not just by global supply
issues but also labour shortages, berder-
and customs-related costs, and in some
cases reduction in UK capacity by growers
and producers. In Clothing & Home,
factory cost prices, transport and

freight costs, combined with continued
supply 1ssucs in Ching, are driving

sirnilar prossures.

Conscquently, custermers' spending
capacity is under pressure. We expecl
these pressures to increase as the year
progresses. We are therefore planning
for an adverse impact on volumes due
to price inflation, slowing the rate of
sales growth

LATEST UPDATE AND GUIDANCE
FOR 2022/23

Overall trading in the first six wecks of
the financial year has been ahead of the
comparable periods in 2021/22, including
the period from April 12, 2021 when
non-essential retail reopened, with a
particularly strong performance in
Clothing & Home and growth in the total
Food business continuing to cutperform
the overall market.

While encouraging, we expect the impact
of declining real incomes to sharpen in
the second half and endure for af least
the remainder of the financial year. There
is no current sign of inflation abating,
although we believe the rate of cost
growth will subside by the third quarter.

However, we believe that our market
positioning and business strategy will help
us mitigate the effects as:

— QOur stronger value perception in both
businesses will provide protection from
customer downtrading;

- QOur large share in “for tonight’ shopping
in Food provides resilience compared
with the core grocery market;

- As travel, leisure events and weddings
return, we expect to see a revival of the
dernand that receded in the past couple
of years;

— Sorme of our customers, while not
immune to the pressure, have a degree
of cushion from the higher savings ratio
recorded during the pandemic;

— The experience of the past lwo years
has illustrated the earnings balance
provided by both Focd and Clothing &
Home and trading through stores,
online and international channels.

In addition, we are taking specific steps to
support performance in this environment
and offset inflation. In Clothing & Home
we are taking a more flexible approach to
trading and currently retain a substantial
proportion of open to buy for H2. We are
also starting to develop the strategic
supplier programme. We expect further
benefits from the lowering cost’
programme in Food and are continuing
to drive digital-led efficiencies in

stores and simplify ways of working

in support centres.

This year the business will not receive
business rates relief and Internationat will
not have the profit contribution from
Russia. As we invest in capacity growth

al Qcado Retail, we anticipate a minimal
contribution of share of net income to
group results. Consequently, we start
2022723 from a lower adjusted profit
base. The business is now much better
positioned and had an encouraging start
to the year. However, given the increasing
cost pressures and consurmer uncertainty,
we do not currently expect to progress
from this lower profit base in 2022/23.
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INCREASING THE PACE OF CHANGE
AND INVESTING iN GROWTH

Despite the near-term challenges, the
business is better set up both financially
and operationally lor the medium-term.
The combined opportunities to both
improve the infrastructure and invest in
growlh mean that we expect to continue
Lo Increase our investment rate, aloeit
subject to careful assessment and even
stricter financial disciptine given
heightened uncertainty. As a result, and
taking into account inflationary pressures,
we anticipate capital expendilure will
increase to around £400m in the coming
year (2021/22 £300.2m excluding property
acquisitions and dispoesals) The areas of
focus and opportunity are as follows:

- Technology investment to drive the
digitat transformation of M&S and
syslems improvement to support
more responsive trading.

- Supply chain investment to create a
quicker, more efficient operation
and pave the way to a modern,
autormated network,

- Multiple opportunities for growth in
the store estate, including investment
in renewal, larger-format Food stores,
rotation to modern, accessible full-Lne
stores, and growth through franchise
partnerships.

Cur capital allocation decisions will
continue to be guided by cur ambiticn

to grow the business while sustaining
balance sheel metrics consistent with
investrment grade. The Board will consider
the scale and timing of a resumption of
dividend payments at the year end.

Financiad Review
<«

Despite the near-term
challenges, the business

is better set up both
financially and operationally
to invest for the future. ”

Read our full Financial Review
on p36
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STRATEGIC REPORT

THE NEXT PHASE OF TRANSFORMATION
CONTINUED

We are confident about the future potential of M&S, but we — The most important priority is to build on the strength of
know we need to go further and faster in this next phase of the M&S brand and product. We will offer style in Clothing,
transformation to repositicn for growth. The new leadership team Home and Beauly, great taste in Food and underpin that
will set out their plans in more detail later in the year, but the with our commitment to trusted value. Alongside Lhis we
following detail sets out their clear areas of focus to protect the will raise the bar in categeries where we have opportunity
magic of M&S, whilst modernising the parts where we currently to grow market share,

lag, so that we can drive growth. - We will offer our customers a truly seamless experience across

all our channels wherever we trade around the world, using
our data and insight to improve personalisation capabitity.

— We will offer cur customers curated choice. Bullding our core
M&S product, whilsl opening up our channels to partners
that complement and enhance the range.

- ‘Do the right thing' is an M&S value but it reflects a behaviour
thal’s deep in the culture and we will put it into action
and better connect our ambitious net zero plans to our

STEP THREE commercial strategy

MAKING : ; :
STEP TWO _
M&S SPECIAL Alengside this, we need to modernise the key enablers that

STEP ONE SHAPING will unlock growth potential at M&S. This means:
EIXING THE FUTURE
THE BASICS

Modernising and focusing our store estate
- Simptifying and future proofing our supply chains

Buillding more responsive and agile systems to improve
visibility and insight

J-W"&d W Bmg( on “ Under Steve's teadership M&S has changed, while

holding true to its values. | feel very fortunate to
Zz 5 MW 2022 be leading the next chapter in M&$' story with two

fantastic partners in Katie and Eoin. Thanks to the
changes made — we are facing into the market wide
inflationary pressures from a much more resilient
position. We are confident in our ability to trade
the business and - at the same time - increasing
the pace of change and investing behind our
long-term growth. Effectively managing for
today and building the M&S for the future. This
means a simpler, faster M&S with a laser focus
on execution, so that we can be a great place for
our colleagues to work and a great place for our
customers to shop.

Stuart Machin Chief Executive Officer

Having led the first phase of transformation in our
respective areas, the new leadership team brings
the ability to accelerate change, whilst providing
the breadth and continuity the business needs.
Like in any retailer, we will always have a to-do list,
but M&S benefits from an extraordinary brand,
exceptional customer insight and fantastic
committed colleagues, and we now have the

right foundations in place to reposition the
business for growth both in the UK and globally.

Katie Bickerstaffe Co-Chicf Exccutive Officer

08 Marks and Spencer Group plc




BUSINESS MODEL

a8

M&S serves nearly 30 million custamers
every year from across the UK Our Food,
Clothing & Home and other retail
businesses are focused on developing
products and services to make us more
relevant, more often, to our customers
and beyond, who we reach through a
channel network of 1,487 stores and
onlineg scrvices In the UK and over

100 internaticnal markets

OUR CUSTOMERS

Number of customers served
in 21722

30 million

OUR COLLEAGUES

We employ ¢.65,000 colleagues across
our stores, support centres, logislics
operations and international teams.

They demonstrate extraordinary passion
for the business, detiver outstanding
cuslomer service and bring extensive
technical skills and expertise in areas such
as sourcing, fit and product development.

A FAMILY OF ACCOUNTABLE BUSINESSES

THE GROUpP

CHANNEL

Making

1031vdLs
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Clothing
& Home

the everyday
remarkable

Property

Colleague®

Stores

Bank and
Energy

International

OCADO

M&S operates a family of parallel businesses, each led by its own integrated
management team, with functional accountability for their divisions, including
marketing, supply chain and finance. We predominantly sell own-brand products,
manufactured and marketed exclusively under the M&S brand, with quality,

innovation and trusted value at their core.

o Food

M&S Food sclls sustainably sourced
products of exceptional guality and
value through five main categories:
Pratein, deli and dairy; Produce,
Ambient and in-store bakery;

Meals, dessert and frozen; Hospitality
and Food-on-the-move

Clothing & Home

MBS sells stylish, guality, sustainably
sourced own-brand clothing and
homeware through our principal
product departments: Womenswear,
Menswear, Lingerie, Kidswear

and Home,

international

M&S exports the best of M&S Food
and Clothing & Home around the
world In selected target markets.
Customers purchase our products
through a network of mainly
partner-led businesses or through
online-only channels.

Services

Through M&S Bank (operated by HSBC),
we provide a range of financial services
- with a focus on credit card and
payment solutions that create a
rewarding shopping experience.

M&S Energy 1s a competitive fully
renewable energy source provider
{operated by Octopus)

Property

We have an active Property
Development Leam to maximise
the value of our property
assets through investrment and
developrnent opportunities.

M&S holds a 50% investrment in Ocado Retall,

a relationship between M&S and Ccado Croup
plc. Since September 2020, the M&S Food range
and selected Clothing & Home products have
been avallable for customers to shop onthe
Ocado platform, giving the Group access to
the UK's fastest-growing grocery sales channel

MS2

MS2 brings together our data and online
teams to invert the conventional model where
M&S.com had been run as an extension of

Lhe slores business and enables themn to take
advantage of the online growth apportunity

Annuat Report & Financial Statements 2022 09
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Financial highlights
UK Foed revenue

Operating profit before
adjusting items

£277.8m

Marks and Spencer Group plo




he objective for M&S Food is to
“‘protect the magic” by investing
in our unique focus on own-brand
innovation and fresh, easy-to-cook
food, while “modernising the rest” of the
infrastructure supporting it. By extending
reach of the brand into bigger, new-format
stores and growing new channels
{Ocado Retail, Costa Coffee), we see
the potential for substantial growth.

ME&S Food delivered sales growth of

T0.1% vs 2019/20 and in HZ continued to
be the best-performing UK grocery chain
(Source: Kantar 12 weeks ended 20 March
2022). This was despite continuing adverse
Covid-related headwinds and the absence
of online grocery sales, which are reported
separately through Ocado Retail.

Sales grew 14.7% after adjusting for the
Covid-related impact on the hospitatity
and franchise businesses. H2 saw a
gradual recovery of stores in city
centres and the franchise travel business
compared to H1.

MARKET CONTEXT

Operating profit before adjusting items
of £277.8m, as compared to £2367m

in 2019/20, reflected sales growth and
the lowering cost programme, partly
offset by increasing supply chain cost
pressures in H2 and Brexit-related costs
in Northern Iretand.

PERFORMANCE UNDERPINNED
BY IMPROVEMENT iN GUALITY
AND VALUE

The outperformance of the M&S Food
range over the past four years has
delivered improved customer perceptions
for both value and quality, and good core
sales growth. Market share has grown
from 3.4% to 3.6% over three years.

The consistently strong core sales
performance throughout 2021/22,
supported by good market conditions,
is evident in the category sales mix, with
growth in core areas such as produce,
meat and grocery. This was driven by
larger basket sizes, which began to
normalise through the year as the
effects of Covid reduced.

What customers bought

in higher volume, driving bigger baskets.

The grocery market shrank -4.4% compared to the prior year for the 52 weeks ended 17 April 2022,
declining to £127bn (Source; Kantar).

Our aim is to offer every customer shopping with M&S Food a bigger
and fresher range of delicious food to chouse from, at everyday value
they can trust. Throughout the year we've seen customers purchase
more products from our core grocery and produce ranges — like our
78p bananas, 60p Vitamin D-enriched pread or £1 100% British eggs —

Sales vs 20¥9/20 {X) H1 H2 FY
Frazen 40 i8 27
Beers, wines & spints 30 17 23
Grocery & household 33 9 20
Meat, fish, poultry, deli, dairy 20 14 17
Bakery 13 18 15
Produce & flowers 14 12 13
Total 20 14 17
Sales vs 2019/20 (%) H1 H2 FY
Food-on-the-move -18 -4 -N
Hospitality -53 -27 -40
Total -30 ~12 =21

Where customers shopped
With M&S available on Ccado and Costa, along with the growing

number of bigger, better, new-format Foodhalls in retait parks, the

breadth of channels in which customers can shop for their favourite

M&S products has grown This year, as the impact of the pandemic
on lecations such as city centres, high streets and travel locations
reduced, we've seen custorners gradually returning, but with Simptly

Foed and retail park locations remaining the main destination of
choice for M&S customers.

Sales vs 2019/20 (%) H1 H2 FY
Simply Food 27 18 23
Retail parks 23 20 22
Franchise fuel 13 8 1
Total 25 18 21
Sales vs 2019/20 (%) H1 H2 FY
High street -10 -6 -8
City centre -18 -10 -14
Franchise travel {rail/airfroadside) -49 -29 -39
Total -18 -10 -14

1H0d3d 21231V HLS




STRATEGIC REPORT

FOOD
CONTINUED

Growth was supported by a substantial
programme of product innovation,

with aver 1,350 new lines over the

past year, including summer barbecue
ranges, extensions to our market-leading
Plant Kitchen offer, and an expanded
‘Dine In™ programme,

In a climate of INCreasing price awareness,
"Remarksable Value” and “Fresh Market
Specials” ranges have been relaunched,
offering products with an M&S quality
differential at everyday low prices. Around
one in four M&S baskets now include one
of these lines. Overall, value perception
has improved by five points since March
2019, ahead of the market, and quality
perception is at the highest level in over
five years.

The Food renewal format creates

larger stores with the efficiency of a
supermarket and the 'soul’ of a fresh food
market. This has now been implemeanted in
40 stores, enabling customers to access
more of the M&S range. Annualised sales

in Food stores which have been fully
renewed have been strong, on average
up over 10% vs control stores.

In the second half, we launched a ground-
breaking partnership with Costa Coffee,
making available around 30 M&S food-on-
the-move products in ¢.2,500 coffee
shops. These include new lunch options,
hot meal boxes and children’s food Early
sales are in ne with our expectations.

MORE TO DO ON SUPPLY CHAIN,
WASTE AND AVAILABILITY

The M&S Food supply chain remains less
efficient and, we believe, higher cost to
serve than our competitors. This is a result
of a complex store and legistics network,
a high level of chilled preduct mix and

a costly supply chain contract with

our partners, Gist. Alongside this, our
[orecasting, ordering and stock allocation
systems are dated and are in the process
of being upgraded.

Over the past two years we have
implemented the “Vangarde® {rading
model across the Tull Food estate,
creating more efficient processes for
stock management and replenishment
of stores, which has helped to sustain
availability through the supply chain
disruption of last year However, waste
and stock loss remain above target levels.
in the mext stage we will roll out new
forecasting, ordering, and space, range
and display systemns {o better match
catalogue and product display to
custorner demand, with the objective of
realising a substantial reduction in food
waste. The increasing store rationalisation
programme is also helping to create a
network of conforming stores which are
lower cost to serve.

Kewards you'l

Can | App it? L/% You can!

To promate the benefits of the
M&S app and encourage more
customers to download and
start using it, we ran a two
week app-focused campaign

in March, including our first
ever Sparks TV advert.

As more customers turn to shopping with us
digitally, we've been building cur quick and
easy digital shopping experiences - such as
scan & shop and digital click & collect - which,
alongside our Sparks rewards scheme, are all
hosted in the M&S app. Not only is this the
easiest and most rewarding experience for
custorners but it also builds our omni-channel
capabilities and offers flexibility for customers
so that they can choose how they shop with
us. The result of the campaign was aver half

a riilion app downloads across March and
monthly active app users reaching new levels.

12 Marks and Spencer Group plc
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MES Food Kenewad

Central to the strategy of M&S
Food is modernising how we
bring delicious, great-quality
ranges to customers; with our
Food store renewal programme
a key driver of this.

The renewal programme takes existing M&3
stores and invests in them to meet varying
requiremnents so that they offer the efficiency
of a supermarket and the 'soul’ of a fresh food
market, showcasing the quality, value and
freshness of its ranges. These stores have
increased produce, bakery, ambient, grocery
and frozen ranges, as well as nnovative
concepts like Fill Your Own, Wine Tasting,
Ceramic Pizza Ovens or new-look M&S Cafes

- all laid out in an inspiring and aesthetically-
pleasing format. M&S has renewed 40 stores
so far across the UK, delivering a bigger, better
and fresher experience for customers across
Food, such as our Woking store seen right, with
more in the pipeline for the year ahead.

Strategic EPle

Value for money perception'
Customer perception of M&S Food
representing value for money remainad
level this year, fotlowing last year’s +3ppl
increase (Source: YouGov). Our focus

on offering M&S quality products at
everyday value - such as the relaunch of
our “Remarksable Value™ range this year -
have driven increases in value perceptions
ahead of the market.

LEVE L (20/21: ~3ppY)

Stores renewed

Quality perception'

Customer ratings of M&S Food products
on guality were level on last year (Source.
YouGov)and remain at their highest point
N five years.

LEVEL™ ™

Availability

Qur Vangarde trading model has improved
processes for stock management and
replemshment of stores, and helped to
sustain availability through the supply
chain disruption of last year.

9 5% (20/21: 95.5%)

REMARKSABLE

1 Reset quality and value perception scores tracking independent data which fulure reports will be benchmarked against
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STRATEGIC REPORT

FOOD
CONTINUED

British Select
Farmens

We've continued to showcase our British Select
Farmers, who deliver the exceptional quality,
value, and freshness we're famous for, through
our Fresh Market Update customer campaign.
This multimedia and TV campaign helps
strengthen customer perceptions of our

quality and value, \j

New

PARTNERSHIPS

Costa (ottee

This March, M&S and Costa
Coffee launched an exciting
partnership to bring together
two of the nation’s favourite
high street brands.

A range of around 30 delicious M&S Food
classics, including sandwiches, chitdren’s
food and products from our Plant Kitchen
and Made Without ranges, are now available
in £.2,500 Costa Coffee stores and
Drive-Thru lanes across the UK. The
collaboration brings M&S' delicious
Food-on-the-move ta the nation’s largest
chain of coffee shops, taking our trusted
value offer to a wider audience. So far,
customers have reacted britliantly to the
tie-in, with sales performing strongly.

14 Marks and Spencer Group ple



OCADO

TRANSITIONING TO STRONG CAPACITY CROWTH
POST PANDEMIC REVERSION

Qur ambition is to grow Ocado Retail over
the next five years 1o achieve a market-
leading national position in online feod
retailing and a brilliant showcase for the
M&S brand and range. Doing se means
building on the competitive advantages in
quality, value and service that the Ocado
platform combined with M&S Food can
achieve. We will deliver growth through
rapid expansion of customer fulhitment
centres ("CFCs™) alongside our immediacy
propoesition, Zoom.

Following a successful switchover to

M&S supply, Ocado Retail delivered an
exceplional performance during the
lockdown periods in 2020/21. As expected,
2021722 saw a reduction in average basket
size to ¢.£123 1In Q4 (2020/21: ¢.£145) and
increasingly normalised demand across
the week. At the same time, wilh a
substantially larger industry growth
opportunity than we envisaged when

we acquired 50% of Ocado Retail, we are
investing in an ambitious capacity roll-out
plan, with new CFCs coming on stream
against a backdrop of well-understood
industry-wide cost pressures.

Ocado Retail delivered revenue of
£2.248 8m, down 4.4% compared to
2020/21, and EBITDA before excepticnal
iterns of £104 8m as compared to
£1829m in 2020/21 We recorded a Croup
share of net income of £139m, after a
£7.2m share of net exceptional costs

M&S financial quarter
2021/22 a Q2 Q3 Q4

Average
orders per
week (k) 383 338 375 367

Retail

revenue

{fmex VATY 6184 5175 5478 5647
MNotes Retal rovenue comprises revenues from

Qcado com and Ocado Zoom and excludes revenues

from Fetchin current and prior penods Average orders
per week refers ta results of Ocadocom

MES Food online

Our partnership witn Ocado Retail

brings tagether cur unbeatable quality
and Ocado's noustry icading customer
service. We're Investing in growing capacity
at Ocado Relail and believe there s
potential for our two businesses to

work even moro closaly together.

TARGETING GROWTH IN ACTIVE
CUSTOMERS AS PANDEMIC
CONDITIONS NORMALISE

Ocado Retail delivered good growth in
active customers through the year, with
an acceleration in the final quarter
compared with the pricr year, as new
CFCs came on stream. Order growih and
average basket size reflecled Lhe relurn of
custaomer behaviours towards pre-Cowid
levels as restrictions reduced and there
was a return to mere in-office working.
As a result, revenue declined, but
substantially oulperformed the online
grocery markel (Source: Kantar 12 weeks
ended 20 March 2022).

NEAR-TERM MARGINS REFLECTING
A HIGHER PERCENTAGE OF
IMMATURE CAPACITY

Near-term margins reflect the higher
percentage of immature capacity as well
as the peaks and troughs associated
with normalised trading Foltlowing a
period of more limited capacity owing

to a fire, Erith CFC was fully reopened in
December 2021, During 2021 we also
opened two new CFCs in Purfleet and
Andover, which were operating at around
half of their end-gamc capacities by Q4.
Some one-off costs, associaled with the
fire at the Erith distribution centre and
technology platform transition, have
impacted the M&S share of profit.

Alongside the opening of Bicester in 2022
and Luton in 2023, we have plans to reach
capacily for over 700,000 orders per
week based on pre-Covid basket sizes,
representing growth of over 50% when
fully ramped

SUBSTANTIAL FURTHER POTENTIAL
FOR THE JOINT VENTURF

The M&S brand is consistently over 25%
of Ocado Retail's sales, and this has
generated substantial buying gains for
both M&S Food and Ocado Retail. We
believe there is additional unexploited
potential to make better use of the

M&S brand, data capabilitics, and cross-
marketing as the businesses work even
more closely together Towards the end
of our coming financial year, we arc also
planning to re-platform from the legacy
operating system to the “Ocado Smart
Platformy. This represents a major
technology switchover and will provide
Ocado Retail with a website and ordering
capability that when fully developed we
oclieve will be market-leading.

Annual Report & Financial Statements 2022 15
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Number one full-price

aivewean range
GOODM VE 2

We launched our activewear range Goodmove in January
2020 and have grown it to lbe our biggest in-hicuse
wormenswear sub-brand. It’s a credible competitor in

the growing activewear market and a truly relevant offer
for our customers — covering every area of activewear
from performance items (pictured) to a growing yoga
range. With health & wellness more important than ever
for our customers, we conlinue to market the trusted
value of the product and the market-leading innovations
within the range, such as cur new Extra High Impact
Sports Bra (£28), with pioneering cup technology and
front adjusting velcro straps. We sell 1.6 million
Geodmove iters annually — with 5,000 of our £25

Co Move “squat proof” leggings sold every month, and
are the market leader for full-price women's act ivewear,

CLOTHING
& HOME

Everyday style and value




product teams,

" MARKET CONTEXT

" customer style perceptions and are
generating increased confidence in
the new approach within the core . -

Blanket promotions, which often obscured
inconsistent pricing and reduced trust,
have largely been removed, The pricing
architecture is clearer, offering value on
o entry price points in products such as
L women's jeggings, men’s denim and the
recently introduced “Remarksable Value®
labelin our Home ranges. As we have
shifted to a trusted value approach,

we have seen an improvement in value
perception, which is now market-leading.

The clothing market increased by 25% year on year for the 52 weeks to 4 April 2021 to a total

value of £33.1bn (Source; Kantar).

What customers bought

In Clothing & Home, our aim 1s Lo offer everyday, sustainably sourced
products that are relevant to how our custormers are living and working
- at trusted value. In the first half of the year we saw customers
continue to purchase casual and activewear, a trend representative

of the pandemic - before other categories such as formalwear began
to relurn later in the year.

Sales vs 2019/20 (%} H1 H2 FY
Women's denim 8 27 17
Women's casual teps 10 30 17
Women's knitwear 15 7 9
Men's casual 1 13 7
Kids daywear 21 27 24
Lingerie 0 9 5
Soft furnishings 23 12 16
Sales vs 2019/20 (%) H1 H2 FY
Wornen's formal -33 -20 -26
Women's holiday -35 26 24
Men's forrmal -35 -20 -28

Men's footwear -9 6 -1

Where custemers shopped

As well as great products, our customers are always searching for
easy and Inspirational shopping experiences, and we're aming to
detiver this by building an omni-channel business where our stores
and M&S.com combine seamlessly together. Over the course of the
vear we saw customers gradually returning to Clothing & Home stores;
however, M&S.com remained Lhe most popular shepping channel for
our customers

Sales vs 2019/20 (%) al Q2 Q3 Q4 FY
Retail park 2 3 3 24 5
Qutlet -10 1 3 26 3
Shopping centre -26 -16 -12 15 -12
High street -24 -22 -20 -5 -1g
City centre -37 -28 -19 3 -22

Total CEH stores -10.9 56 -11.2

Annual Report & Financial Staterments 2022

17

w
it
x
I=
=
m
a]
A
el
m
=
o]
ol
3




STRATEGIC REPORT

CLOTHING & HOME

CONTINUED

STRONG PERFORMANCE IN CORE
CATEGORIES AND IMPROVING
STYLE PERCEPTION

As expected, category performance over
the two pandernic yaars has baen greatest
in core casual categories, sleepwear and
soft furnishings. Following the recpening
of the economy in July 2021, the slow
return to offices, combined with

greater mobility, has led to a graduat
improvermnent informal ranges,

elements of footwear and holiday.

— Womenswcear has driven good growth
in the “big three” departments of denim,
knitwear and casual tops. A focus on
simple, repeatable styles in dresses,
supported by popular collaborations
with brands such as Chost, has resulted
in a very strong performance. The
Coodmaove activewear brand has
grown to over £65m in two years.

~ Lingerie has scen a recovery over the
past year In core areas such as sleep,
underwear and bras, A focus on sharper
value through multi-packs at opening
price points has combined with new
stretch offers such as “Boutique™ and
the launch of the "Neutrals™ range

\ Strategic Pl

Clothing & Home space

Progress has been made in addressing the
legacy of our full-line store estate; however,
there s much still to do 1o convert stores
to a new more efficient, shoppable format
and support our growth towards an
omni-channel customer offer

-1.0%

2021 103msq ft
21/22 102msq ft

I Reset quality and value perception scores tracking independent data which future reports wilt be benchmar ked against

18 Marks and Spencer Group plc

— Menswear was impacted in the
pandemic by its high formal and
office-wear shares. We saw good
growth in jersey, knitwear and
underwear, although following
reopening availability in forrnal
categories was below target.

- Kidswear's increased focus on
daywear has combined with growth
in schoolwear to deliver double-digit
sales growth, The growth of M&S Kids
provides an important entry point te
the brand for family-age customers.

- Home ranges have becn reshaped, with
pricing realigned Lo the market in areas
such as bed linen, lighting and curtains.
Furniture ranges are being upgraded
and losses have reduced.

Value for money perception’

The percentage paint increase in customers
rating M&S Clothing & Home products
highly on value for money (Source: YouGaov).
QOur successful shift to trusted value and
everyday low prices and the replacement of
widespread promotions with clear pricing of
our products, has improved our score by a
further percentage point and means we
remain the market leader on value for money
perception by cuskomers.

(20/21: +3)
+1

Quaality perception'

Customers continued to rate M&S Clothing
& Home products highly on guality (Source’
YouGov) Although no change year on year
in our score, we continue to be clear #1 in the
market on product quality as a result of the
reshaping of our product engine to focus on
contemporary style combined with simple
and accessible products

LEVEL™"

Nothing
Nemtrad fbeut It

The new neutrals offer 1s a clear and
simple proposition for allwomen -
rmaore colours, more sizes and more
choice within neutrat (also known as
nude) bras & knickers, This new range
givas customers the freedom to
complement or contrast their skin
tone. Custemers can opt for a size,
style and colour that makes them
look gaod and feel great.




Nobody's Child

Our Brands at M&S strateqgy has
continued to gainmemaontum In
Novernber, we evolved our partnership
with affordable, eco-conscious fashion
Brand Nobody's Chitd by investing a
27% stake in the business.
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in March 2020 we launched
our “Brands at M&S" platform,
and today we sell over 40
complementary and curated
brands on M&S.com.

From Sosander to Smiggle, we operate a range
of models, including exclusive collaborations
and brands we own, like Jaeger (Spring/Surmmer
collection pictured), or have a minority stake in,
like Nobady's Child. During the year, brands
represer iled €.3.5% of our onune sales and

were shopped by over a million customers.
Custoemers who buy brands not only on average
spend double but return to purchase again

10 days sooner. "Brands at M&S" will continue

to be ontine first, maxirmising the advantage

our store network brings for seamless delivery
and collection, but we've begun a number

of exciting in-store trials with brands including
Early Learning Centre (now in 10 stores) and
SeaSalt (in 20 stores).

JAEGER
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STRATEGIC REPORT

CLOTHING & HOME

CONTINUED

M52 DRIVING
OMNI-CHANNEL GROWTH

MS2Z had a successful year, with strong
online sales growth at an adjusted
operating profit margin competitive

with store sales The MS2 organisation
brings together the data, digitaland
online teams across M&S. its aimis 1o
orioritise the best online offer, acting with
the speed of a pure-play while leveraging
the store estate to drive advantages in
reach and fulfilment to deliver better
custorner service.

— A programme af front-end digital
development Lo inspire customers
has included upgraded imagery,
increased user-gengrated content,
“shop the look™ features ang
‘hotspotting” of product berefits,

— We have introduced over 60 digital
hubs in stores, enabling rapid
click-and-collect and rotled out
paper-free returns.

- Online availability through omni-
channel fulfilment now exceeds store
availability, with an increasing number
of “online-only” products and usc of the
channel to trial "test and repeat” ranges.

20 Marks and Spencer Croup plc

The online commercial teams are fully
involved in category planning.

- During the year, ¢11% af online
orders were satisfied through in-store
fulfitment. The ability to sell through
stock in the store network has increased
custorner convenience, Improved stock
turn and helped drive customer
availability to c90%, compared with
c.75% through the online distribution
centre alone.

~ The cut-off for next-day delivery
remains below our target level but is
now mMmarket-competitive.

Over the past three years we have built
the foundations of a more personalised,
customer-focused digital offer. We have
created a single customer data platform
alongside our enterprise data platform,
“BEAM", which continucs to consolidate
our data in ong place.

The relaunched Sparks programme has
grown to over 15m members, of which
close to 9m are active, and we are working
on the next generation of improvements
to the offer, We have grown app users to
aver 4m and expect to launch Sparks

Pay, of faring customers an integrated
payment and credit proposition including
loyalty rewards through Sparks and the
M&S app.

Over Lhe past year we began to
personalise the customer experience
through our website, app and custormer
relationship managernent programme,
and around 8% of M&S.com sales are now
being driven by personalisation. Although
still at an early stage, we have developed a
bespoke in-house solution to deepen
relationships with customers and drive
future growth. The goal is to build
personalisation at scale to move from

a targeted promotions rmodel Lo one
where the range, interactions and product
presentation are relevant to the individual
customer, makmng M&S a more engagmg
and easier place to shop

Sparks and data provide the gateway

to delivery of further services, notabty
the shift to a digital proposition for M&S
Bank customers including credit, loyalty
rewards and payment.

NASCENT PLATFORM COF
BRANDS ESTABLISHED

M&S has a strong and trusted brand which
attracts custormers to our platforms as
the second largest UK online ciothing
retailer (Source: Kantar 52 weeks ending

3 Aprit) with the largest ormni-channel
footprint. This, combined with our 15m
Sparks card holders, credit card and
customer data engine, creates the scope
to bring other brands onto our platform,

very socia]

experiment

Over 600 ME&S stores now have
their own social media accounts
on Faceheook and TikTok.

Set up during the pandemic as a way to cormmunicate
with local customers about availabiiity of essential items
and opening hours, these accounts have evolved into a
highly effective and engaging way for MBS stores to reach
local customers and communities. Content updates on
new products and services are attracting a collective

3+ million views a week. Our stores are also driving
perception change on TikTok, with over 51 million views

of our dedicated hashtag and M&S Romford leading

the charge with their viral videos.




providing broader choice and
perscnalisation for the M&S customer
and substantial new revenue streams.

- Inthe last year we have cstablished a2
scries of pilots with a combination of
around 40 clothing brand partnerships,
own or invested brands. This has
included the purchase and relaunch
of Jaeger, as a contempoarary British
brand, a 27% shareholding in Nobody's
Child and the majority acqguisition of
activewear brand curator, The Sports
Edit, which brings new capabilities,
customers and brands to the Croup

- These brand partnerships bring
broader choice, premiumn price paints
and additional expertise to M&S,

In tolal, third-party brands across
Clothing, Home and Beauly, including
Jaeger, generated ¢.£100m of orders
in 2021/22

- In establishing the operation, we have
made early investrent in the intbial
capacity required for ordering and
business development. At Lhis stage,
the business trades through a wholesale
or commission model, with producl
flowing through the M&S distribution
network. We expect to evolve the model
to add dropship capability, enabling
the sale and fulfilment of crders from
partner stock.

IMPROVING PERFORMANCE
THROQUGH ADDRESSING
LEGACY ISSUES

Despite the far-reaching developments
and pregress in the product enging, the
Clothing & Home business requires further
development in legacy systems, supply
chain and stores to enzble a more
responsive business with faster speed

to market, an improved returns process,
lower stock levels and a lower cost

to operate.

In the current system, less effective
systems configuration and interface
rmakes planning and tracking slow and

labour intensive. Teams have limited
visibility to create accurate channel

plans, and stock journeys from port to
customer via multiple stock holding and
consolidation points are lengthy and can
be hard to track. The reconfiguration of
systems is likely ta take a number of yecars
to implement.

The supply chain picking model can
be slow and high cost to operate,
resutting in a risk of trapped stock.
The opportunity is to reconfigure the
network to support our omni-channel
needs better. In addition, the returns
channel remains slow, creating excess
handling cost and margin loss. We have
atready identified multiple ways of
reducing this; for instance preparing
returns for resale in the store of return
or nearby stores tc enable furlher

The Sports Edit

In March, we announced a new investment in
the fast-growing brand platform The Sparts
Edit, which offers new and innovative brands
Qur investment reflects our strategic focus
onactivewear, and in May we made our
market-leading activewear brand Goodmave
available on the platform.

<«

improvements in omni-channel
availability.

S, the pattern and rhythm of preduct
flow will be further reshaped over the
next few years. This reshaping will be
underpinned by a commitment

1o fewer, deeper strategic supplier
relationships to support a faster,
more flexible sourcing model which
has already proved comparatively
resilient during the pandemic.

Digital net promoter score

+5

Traffic (visits per week)
(20/21: 13.5m)
13.3m

Percentage of UK Clothing
& Home sales online

34% (19/20: 23%)
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STORES & PROPERTY
ACCELERATED ROTATION OF THE ESTATE

The step change in ontine participation
and further shift of trade away from high
street and city centre stores during the
pandemic has increased the imperative 1o
reduce Clothing & Home trading space.
Last year we set out the objective of the
M&S store rotation programme to create a
rnodernised estate of 180 full-line stores
and a growing programme of larger, more
inspirational Food stores. We aim to fund
the exil costs of the legacy estate through
an increasingly active asset managernent
and frechold disposal programme, which
we expect to release at least £200m of
cash procecds.

DEVELOPING PROFITABLE
ROTATION PIPELINE FOR FULL-LINE
AND FOOD STORES

5o far in the transformation, we have
made significant progress in closing

68 legacy full-line stores and 19 smaller
Food stores. We have also created a
bigger Food store format which can
serve more of the family shop and offer
click-and-collect services for Clothing &
Home, and opened 13 new, more efficient
full-line stores,

We are now developing a growing pipetine
of store relocations, moving from

old multi-fleor buildings, often with
chatlenged fabric and poor access and

car parking, to modern, well-located sites
wherever possible in the renewal format
with omini-channel capability, Maoving away
from Lown centres is not our only focus,
but we recognise thal in an omni-channet
world, ease of shepping and fast access

15 critical to competitiveness, and in many
cases we believe the town centre locations
have lost impetus as a result of failed local

Strateqic KPle
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authority or government golicy. As a
result, 8 high preportion, but not all, of
our relocations are to the edge of town.

Combined with the relocation programmc,
we are targeting an overall reduction

in Clothing & Home space reflecting

the rapid growth of online and our exit
from the long tail of low sales density
stores that deliver a small proporticon

of total profit.

The full-line store pipeline already has
around 15 new stores planned over the
next threc years, including seven former
Debenhams sites, and we expect this to
build further. This will help enable a further
32 store closures. Examples include:

~ In Learnington Spa, the recent closure
of related town centre stores and
relocation to a full-line edge-of-town
former Debenhams Lo create a full-line
proposition is expected to pay back the
net capital of £7.0m Invested in the new
site in 3.5 years.

- The relocation of Thurrock from the
back of an underperforming centre with

na accessible parking to the farmer
Debenhams site by the bus station with
extensive parking is expected Lo cost a
net £8.4m and to pay back in 2 years.

— The announced closure of the legacy
four-floor town centre store at
Colchester and opening of a new
rmodern store in the retail park on the
edge of town will cost a net £7.3m,
resulting in an estimated payback of
3.2 years.

To accelerate the estate’s rotation, we are
focused on driving the recapture of
Clothing & Horme sales from exisling
legacy sites eilther to new stores, to
alternative stores or online and are
trialung a number of now initiatives to
increase this,

To also help enable the full-line store
rotation, and to drive access Lo new
areas of growth, we currently anticipate
opening 40 new Food stores in

the next three years, largely in the
12,000-15,000 sq t renewal format.
These stores gencrate higher
productivity and good cash paybacks

ENCOURAGING RESULTS FROM RECENT OPENINGS

Of the 10 M&S stores opened in 2020/21%, sales are averaging ¢11% above plan,

with paybacks of around 1.5 years.

10 stores opened in 2020/21 Foodhall Full-line

Vs ariginal
Performance plan Performance Performance
Average annual sales (Em) 143 % 12.3 18.8
Average capex (Fm) 37 2% 22 73
Average payback (years) 15 -44% 15 1.5

* 2020021 store openings are shown above rather than 2021/72, a5 these hiave 12 months of saies data to sllow a full

financial review

Transactions (average per week}

(20/21: +39%)
9.7m

Footfall (average per week)

II 4.1 m {20/21: +45%)

Stores net promoter score

(zo/21: 81
+81
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renewals

Modern stores in cenvenient
locations are at the heart of
our store strategy, such as
our 75000 sq ft new full-line
store In Stevenage, which
brings elements of aur
renewal format into Clothing
& Home for the first time.

runging Uhe way we -

connect witih

We have a unique combination of
nationwide stores and a broad-reaching
ontine platform, giving us a competitive
advantage and the ability to offer
seamless and convenient experiences to
customers, however they want to shop.

Mot only is this better for cuskomers, but dual channel
shoppers spend twice as much as those shopping
only in stare. In-store fulfitment is a big part of our
advantage, leveraging the store estate to becorne a
critical part of our supply chain network. To meet
demand in the pandernic, we scaled up our in-store
pick model to cover more than 200 locations, at the
height of the Covid-19 crisis, these operations were
fulfilling over 20% of online demand. This acted as the
catalyst for further growth, and today all our clothing
stores are set up te be micro-fulfilment centres
collectively picking over 50% of customers’ online
orders. So if a customer is picking up a new Goodmove
top in their local store, there's a strong chance the
local team have also fulfilled that order, which as well
as being efficient, is a nice parsonalised touch.
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INTERNATIONAL
BUILDING OUR GLOBAL REACH THROUGH
STRONG PARTNERSHIPS AND ONLINE GROWTH

International Revenue

19/20: -0.8%)
£937.2m'
Operating profit before adjusting items
(19/20: -33.5%
£73.6m ’
Net promoter score

86 (20/21: 85}

International websites

9 8 {20/2%. 98" restated)

Our objective is to creste a growing
International business through strong
partnerships and a multi-platform ontine
business with global reach.

International sales grew 1.7% at constant
currency, reflecting the continuing
rebound in activity through the year
and sustained growth in online sales
both in markets with a store presence
and through global marketplaces.
Operating profit before adjusting items
of £73.6m (2019/20: £110.7m) included
costs and tariffs of £29.6m and an
cstimated trading impact in the region of
£15m due to ongoing EU border issucs,
largely related to the Republic of Iretand
following Brexit.

Bui/lo{i/ngf .z el senvice for

our inlernu

Alengside growing online channels, we're
expanding our global reach by building a
strong, efficient business with partners in
select target markets. We're focused on making
it as easy as possible for partners to order,

ship and sell M&S products in their markets,
and as part of this, in May 2021 we launched

a new UK hub specifically for distribution of
international orders. This means that products
from our largest sourcing regions are no longer
required tc be sourced from out of the UK
network and re-routed to partners. Since the
go-live in May, the UK hub has processed

over 7 million singles from the UK network;
we've impraved the visibility and stock
presentation of orders to make it easier to
track and process, and reduced our lead times,
meaning M&S products will be landing on the
shelves even guicker for customers across our

partner markets.

24 Marks and Spencer Group plc

oA partners

SOLID GROWTH IN THE MIDDLE
EAST, INDIA AND GLOBAL ONLINE

Together with our partners, we generated
4% growth in retail sales in 2021722, This
included a particularly good performance
in the Middle East region, with growth

in domestic demand. In Asia, we saw a
substantial bounce back in India following
lockdown in Q1, which was partly offsct by
continuing restrictions in some markets.,
Sales in Europe reflected strength in
Clothing & Home saices in the Republic of
Iraland, partly offsct by the impact of
EU-related border issues on the Food
business. Over the past Lwo years, online
rctail sales of M&S and our partners have
grown by 152% and now total £251m.
Following the expansion into an additional
46 territories in March 2021, we now trade
in 105 markets.

Performance vs

2019/20 (%) H1 H2 FY
Eurcpe 472 74 58
Middle East 95 280 186
Asia -23.6 99 -66
Total retail

sales 2.7 11.2 4.3
Performance vs

2019/20 (%) HI H2 FY
Stores -131 15 =57
Online 1657 1M 1562.2
Total retail

sales -2.7 1.2 4.3




ADAPTING TO GEO-POLITICAL
SHOCKS: BREXIT & RUSSIA/JUKRAINE

LCuring the year, the business faced
the dual headwinds of the impact of
EU border issues and the ending of
shipments to our franchise partnerin
Russia as a result of the war in Ukraine.

To mitigate EU border costs, we exited
the high street franchise Food operation
in France and ceased exporting chilled
food to the Czech business. We continue
te absork material administration-related
cost headwinds on Food exports

te Ireland, because of certification,
declarations and the complexity of
segregation in warehouses, none of
which benefit customers. We expect to
be able to mitigate these costs further
through increased local sourcing and

by automating processes. in our Clothing
& Home operalion, we are planning to
cpen a new “EU hub”™ in Creatia, enabkling
the direct flow of stock into market

to fulfil orders for our partners,

including marketplaces.

The M&S businesses in Russia and Ukraine
have been operated by a licence holder
and franchise partner and in 2021/22
generated retail sales of £102.5m and a
contribution to profit before adjusting
iterns of £5.2m. M&S is a values-led
business; therefore, as a result of the
invasion of Ukraine, we ceased shipments
to Russia on 3 March 2022, Subsequently,
we have made the decision Lo fully

exi our Russian franchise and we have
recognised a charge of £31m in adjusting
itams, representing our full exit costs from
Russia and businass disruption in Ukraine
Unfortunately, our Ukrainian business has
also been partially closed as a result of
war impacts, and we are working with our
partrer to reopen as and when possible.

EXPLOITING GLOBAL GROWTH
QPPORTUNITIES IN INDIA, THE
REPUBLIC OF IRELAND AND ONLINE

Our Joint venture partnership with
Reliance Retail in India cpened six new
stores, closed nine mastly smaller-format

stores and refurbished or expanded a
further six. The business is exploring
muttiple options for future growth,
including ambkiticus plans to grow spare,
with around 10 new store openings per
year and expansions in key existing
locations, as well as leveraging the
dedicated Indian website and pursuing
growth through third-party marketplaces.

During the year we also developed and
grew in-store fulfilment of Clothing &
Home online orders in key markets such
as the Republic of Ireland. In addition, the
partnership with Zalando has delivered
substantial growth over the past year, and
we expect lo broaden the range available
as we develop additional capabilities.

New openings

New International store openings
include cur comprehensive
13,000 sq ft new store in the
Dulai Hills Mall.
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STRATEGIC REPORT

PEOPLE & CULTURE

Qur Pesple Plan hos six key wims:

#1
#2
#3

#4

#5
#6

Transforming our grganisational design to
drive ownership, pace and commerciality.

Becoming a data enabled and
digitally focused business.

Creating a team of empowered,
responsive and commercial leaders
who are close to the front line.

Putting the store voice back at the
centre of the business and amplifying
the voice of the customer.

Creating a culture of plain speaking:
data-driven and focused on performance.

Building an involving, engaging culture
where everyone can get on.




Four years ago, we set out the
unvarnished truths about the state of

the business and why far-reaching change
was needed to arrest decline. Central

to this was addressing the hierarchical,
slow-moving, overly corporate and
top-heavy culture that had stalled
previcus transformation strategies.

We were clear that our aim was to draw

on the foundations on which M&S was
built and apply them in a modern setting
to create the most engaging, involving
place to work in UK retail - an organisation
that was data-driven, digitally-enabled,
empowered and fast-moving,
underpinned by a flat structure builg
around the trading business units that
drives a closeness to the front line and
the customer.

At the beginning of the financial year,
Stuart Machin and Katie Bickerstaffe were
appointed Co-Chief Qperating Officers
(COQCs), sharing operationat oversight of
Lhe business, to accelerate the pace of
change across the core businesses. This
has driven real mementum behind our
key strategic priorities, for example on
store rotation with an accelerated closure,
relocation and renewal programme and
accelerating online growth through MS2.
It has also accelerated the breadth and
pace of change in our culture, as the
executive team tock direct ownership of
the People Plan and we have made some
progress against our priorilies:

#1

Transforming our organisational
design to drive ownership, pace

and commerciality

The key change over the past year

has been the appointment of the twe
Ceo-CCOs and the galvanising effect they
have had across the core businesses, as
can be seen in our preliminary results.

Across the business, the move to more
flexible, agile working has been further
embedded, underpinned by clear
framewcrks and our market-{eading
partnership with Microsoft. Adopticn of
TEAMS is now at 93% across the business,
with 8.5 million interactions every month:
2 milion chatl messages, 280,000 video
calls and 120,000 online meetings, as well
as 240 streamed events.

In stores, work has begun to modernise
our approach to flexibility. For store
management teams we have introduced
Job sharing, moved from shift patterns lc
hours-based matrices and are trialling new
work patterns such as nine-day fortnights.
For customer assistants, we will be piloting
a new provider toc make it easicr for store
teamns to book and change shifts through
a mobile-compatible digitat platform
accessed through TEAMS, This will also
mean slore managers can manage shifts
through therr electronic devices on the
shop floor.

Colleague representation measurements

Total employees’

& Female
45,484

® Male
20726

Total senior managers'
& Fermnale
68 (20/21:57)

® Male
92 (20/21: 79

Total Board'*
® Female

5 (20/21: 4)
& Male

6 {20/21. 6)

1. Colleague measurements compared to
20/2! toillustrate year-cn-year progress.
2. Asat publication date.

Senior managers from
ethnic minorities

6. 8% (20/21: 8%)

While we made progress in attracting

talent from diverse backgrounds, internal
progression for this group remained broadly
static impacting overall representation
among senior managers. We're taking action
to increase representation by opening
accessible attraction routes and working
with our business-wide diversity networks.

Engagement

62%

Ower 50,000 colleagues participated in our
Your Voice colleague survey, giving the
business insights into how engaged colleagues
are feeling in their roles at M&S. Following

a reset of our survey provider, we cannot
accurately compare against last year's score
of 82% but this will be the benchmark score

we measure against in future reports.

#2

Becoming a data enabled and

digitally focused business

If we want to be a truly omni-channel
business and maximise our competitive
advantage, our colleagues need the right
skills and capabilities, enabled by the right
systems and technologies, underpinned
by a digital first culture. Progress this

year includes:

Skills & Capabilities

In January the "Product Academy” was
launched, an £11m investment in face-1o-
face training tc help our stere teams
perform and sell better, delivered to
25,000 celleagues This includes “sellng
through every channel” to increase
colleague confidence and capability in
utilising our growing number of digital
tools andin selling products and services
available online rather thanin store. In
December we launched the first ever Data
Science and Al apprenticeship in retail,
offering a 15-month Level 7 course for 10
colleagues through cur "BEAM Acadermy”
digital and data learning hub. Gver the
past year, 14,000 learning sessions have
been undertaken through the Academy -
ranging from longer-term courses to
bite-sized sessions.

The right systems & technologies

The first phase of MyHR - the cloud-based
digital people system — was launched in
September, focused on performance
management and talent management
across the colleague lifecycle. While there
were bumps in the road and we continue
to respond to colleague feedback, it was a
relatively smooth process and is a key part
of mowving to a manager-and-colleaguc-
led seif-service model.

Gender pay gap

(] (20/21:
° o 12.5%* restated)

Our gender pay gap, the average
difference in hourly earnings between
our male and fernale colleagues,
remained level on the year. We've made
progress in the representation of women
in leadership roles across the business,
with wormen in mare than 50% of our
senior management roles. We remain
committed to reducing the gap further
through action such as expanding
talent pathways to further raise the
representation and reward of women
across the business.

* Qur reporting coverage has been updated and
will include an additionat colleague shift pattern
in our distribution centre, so we've restated
pravious years to give the truest comparison
going forward.
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We have continued to use TEAMS as a
gateway to different services, utilising its
high adoption rates. We have fully digitised
the operational communications that go
out to stores through the TEAMS platform.
They are now personalised to be more
relevant to colleagues, albeit thereis

still work to do on making these
communications succinct and engaging.
The revamped colleague survey and

CEO suggestion scheme are also fully
digitised and accessed through TEAMS,
which has driven increased participation.

In terms of equipment, headsets for store
teams are being trialled in 25 steres so
that colleagues can talk to each other

on the move using TEAMS, cutting time
and helping colleagues spend more time
with customers.

There remains more work to do to ensure
a consistent quality of WiFi across the
estate, particularly as we cxpand our
omni-channel capabilities.

Digital-first culture

Our BEAM Academy has engaged over
100,000 colleagues through events during
the year, including 3,000 colleagues at
our biggest-ever annual “Digifest”, 450
colleagues partlicipating in the digital
and data hackathon and 900 regularly
attending the “DigiMeelUp™ sessions
To target colleagues of the future, we
also sponsored “Hack the Burgh” -
Scotland's biggest student hackathon

To foster digilal innovation, “Ignite” — our
external innovation and partnerships
function — mot over 500 start-ups,
launched 19 new trials and established
two new partnership with start-ups,
building on cur existing work with

True and Founders Factory.

However, having directly asked colleagues
their views on our progress in creating

a digital-first business, the feedback

is clear. While colleagues understand

the importance of digital and data
transformation and of growing the Sparks
digital loyalty programme, they do not yet
believe that data is used enough to inform
decision-making or that we have invested
enough in the tools and capabilities to
enable thern to do their job better

Competitive reward

We've invested in our remarkable people
by increasing our hourly rate of pay.
Every store colleague across the UK
now earns at least £10 an hour, as part
of our competitive reward package.

N——7
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#3

Creating a team of empowered,
responsive and commercial leaders
who are close to the front line
Improving talent planning and driving
a high-performance culture has been
a real area of focus for the executive
team over the past year. As a result,
while we continue to be a destination
for world-class Lalent, for the first time
since beginning the transformation
we have promoted more people Into
senior leadership roles than we have
hired externally.

Standardising expectations has improved,
with the intreduction of a leadership
framework and rodel of potential to give
clarity to what great leadership looks like
at M&S. However, there is still not a regular
cadence ¢f leadership engagement or
development to build “one M&S leadership
team’ In addition, while listening groups
are now an established practice at M&S
and the “Christmas Elfers’ scheme - where
support centre colleagues help stores
over the peak period — was the biggest

to date, the reality is that programmes

to connect leaders to the front Line have
stalled in the pasl year.

#4

Putting the store voice back at the
centre of the business and amplifying
the voice of the customer

In September we established the “Store
Voice Feedback” network, allowing stores
to send feedback directly to the
leadership, including the CEQ. This is
coupled with a weekly call every Monday
morning in which the store managers
challange the business on all issues stores
are grappling with, This is followed every
Monday afterncon by a call to store
managers setting out the priorities of the
week but also responding to challenges
raisect through the feedback call In
addition, “Buyers and Sellers” networks

have been established, connecting our
top sellers with buying teams. These meet
regularly to discuss what is and isn't
working and take action.

Qur colleague suggestion programme,
*Suggest te Steve” has been reinvigorated
since moving to a digital platform, with an
increase in suggestions of over 100% on
the prior year. Steve Rowe has surprised
colleagues with winning ideas with a
*Steve Rowe hello’, and "Dragon's Den”
evenls have taken place in stores across
the country, with colleagues pitching
against each other. The business has put
over 600 ideas into action since launching
four years ago.

We also launched our new “Voice of the
Customer” digital platform, "Make your
Marks”, which houses all of our custarmer
feedback, received across all channels,
from online to stores, in one place. This
helps colloagues to make data-driven
decisions based on exactly what our
customers need and want,

#5

Creating a culture of plain

speaking: data-driven and focused

on performance

In the past year, Stuart Machin has led

a reset of perfermance management
focused on robusl goal selting. Thus is
linked to transformation priorities and
open and honest conversations through
the year to track performance, enabled by
the MyHR system. Every single salaried
colleague had an eng-of-year rating
recorded in the system, enabling far
better visibility of performance data to
ensure fairness and transparency. in stores
we resel expectations for our customer
assistants and have continued to drive
quarterly check-ins on progress, with

data showing that 84% of colleagues

are now having regular check-ins with
their manager.




Alongside tracking of performance, we
also invesled in our rates of pay and
benefits for colleagues. With pay and cost
of living remaining top of mind for our
colleagues, in February we announced an
increase in the base rate of pay so thal all
perrmanent colleagues earn a minimum
of £10, rising to £11.25 for colleagues in
London, both ahead of the real living
wage. In addition, we enhanced wider
benefits to include health & wellness
benefits, such as Virtual GP access and
financial management advice which
combined with our pension and discount
contributions offers one of the best
all-round reward packages in retail.

#6

Building an involving, engaging culture
where everyone can get on

M&S s made up of over 65,000 colleagues,

and our aim is to establish a culture which
brings out the best in each of them.

A place where everyone can get on
We have expanded the successful Food
Leaders programmes to offer a range of
innovalive development programmes;
BUILD for colleagues new to leadership,
EVOLVE for colleagues moving from
management to broader roles and
TRANSFORM for colleagues moving

into senior leadership roles. They are,
critically, for ALL colleagues across the
business, and feedback is extremely
positive. The key now is to expand and
embed the programmes without lowering
their quatity. In addition, we have
expanded our coaching offer, previously
only for executive lcaders, to 300
high-potential celleagues, and have
developed “Stepping Into” programmes
to better suppert the carecr path of 750
high-performing store collcagues.

To ensure we are building a diverse
organisation, we have invested in new
attraction roules and partnered with

third parties to source candidates fram
diverse backgrounds. This summer we will
welcome the first of our "Black Interns”
initiative participants and we have already
delivered our first “Diversity Insight”

wark experience programme targeted at
undergraduates with an ethnic minority or

lower socio-economic background. We are
piloting a RISE - Reccgnising In-Store
Experience — prograrmme, opening up
support centre opportunities for store
colleagues, and will expand 1t in the
coming year. 427 young people
participated in the "Marks and Start”
programme for those furthest away
from work, wilh 81% offered work at
the end of it, and we have delivered
the government-backed Kickstart
programme, giving 358 young people a
six-ronth placement and offering 80%
of participants work at lhe end of it.

Building an involving, engaging culture
Over 50,000 colleagues participated in our
Your Voice survey, and the feedback was
clear. Colleague belief that we areina
position to succeed has really improved,
there remains huge pride in the brand, and
scores on being empowered and trusted
Lo do what's best for the business and
customers are high. However, while
colleagues’ belief that we engage in
genuine two-way communication has
moved upwards, it remains poor; toc few
colleagues believe the right people are
recognised and rewarded, and belief that
action will be taken on feedback through
the colleague survey is very low. These are
critical areas to targel in the coming year.

Cur Business Involverment Group, 8IG,
continues to engage regularly with the
leadership — including at Beard and
executive levels — and work has been done
to better establish the role of BIG reps.

We've also taken action to get the basics
right with a much-improved induction.
Finally, it's been a year since we launched
our alumni notwork — the M&S Family

- which has doubled to c.10,000. In a “world
first” we are engaging our alumni as
mentors for current colleagues, and we
are delighted that Steve Rowe ~ perhaps
our most famous alumnus - will be the
community's president.

MOVING FROM FIXING THE
BASICS TO THE NEXT PHASE
OF TRANSFORMATION

Perhaps the most significant change to
our people and culture is the handing of
the baton from Steve Rowe Lo the now
leadership tearn. On 25 May Stuart Machin
will becorne CEQ, Katie Bickerstaffe
Co-CEO and Eoin Tonge Group CFO &
Chief Strategy Officer. Bringing these
three leaders Logether will provide the
stakility, pace and bandwidth required to
accelerate the pace of change as M&S
enters the “shaping the future” phase.

Key to this is upping the pace of change
and beceming a business that moves
away from a linear transformation
programme to an organisation that is
continually changing, evelving and
experimenting. In many ways it mcans
more fully executing the priorities we have
had for our people and culture for the
past Tour years. Breaking down hierarchics,
really Lstening and — critically — acting on
what colleagues and customers are
saying. Making M&S a place where every
single colleague feels they belong and
can grow their career at a business they
trust to do the right thing. Killing sacred
cows and becoming a truly data-led,
digitally enabled business focused on
outcomes, not INputs.

Stuart has taken immediate “Day One”
steps to listen and act on what collcagues
are saying. The CEQ suggestion scheme
has been reset and expanded, 50 anyone
can make a suggestion, ask a question, or
bring an issue "Straight to Stuart” and he
and the leadership team will address it and
respond within 48 hours. In addition, Stuart
and the executive team will lead from the
frant when it comes to being "cne M&S
team” close Lo the front line and the
customer. They will be running a store for
a week at least once a year, and every
support centre colleague will be expected
to spend a minimum of five days a year
with colleagues serving customers, either
in stores or e-ccmmerce distribution.

By investing in new technology -
including digital headsets -

we're helping our store colleagues
deliver seamless experiences for
our customers
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STRATEGIC REPORT

SUSTAINABILITY

EXTENDING AND EXPRESSING
QUR SUSTAINABILITY LEAD

M&S was a pioneer in creating an industry-
leading, fully integrated sustanability plan
under the "Plan A" banner, launched in
2007, which reflected values that have
been core to M&S’ culture since its
inception. During the year we reset

Plan A with a singular focus on cutting

our carbon footprint by one third by 2025
and becoming a net zero business across
Scope 1, 2 and 3 by 2040. As an own-brand
retailer, M&S is very well positioned to work
with its supplier partners to find better
ways of doing things. We have developed
a multi-stakecholder plan spanning
customers, colleagues and suppliers

to deliver on this target

This reset includes the return of the
Group's iconic “Look Behind the Label”
campaign, focusing customers on the
stories behind five everyday products,
from coffee to cotton, which are
responsibly sourced. We also identified
100 colleagues as “Carbon Charnpions”
in leadership positions in key roles in
buying, sourcing and operations and
identified key targets for 2025,

Following the reset of Plan A, we agreed
to link our new £850m revolving credit
facility to the delivery of our net zero
targets. These targets span activity on our

OUR

net zerg roadmap across the value
chain, including commitments to zero
deforestation in soy sourcing, sourcing
more sustainable fibres, reducing
emissions in our property estate and
eliminating millions of units of singlc-use
plastic packaging.

During the year we launched new
initiatives to help customers lead
lower-carbon lives, inctuding:

— Removing 75 million items of plastic
packaging from our food products and
installing plastic take-back bins in over
500 of our steres to make it easier for
customers to recycle soft plastic.

- Anew incentive programme to reward
Sparks customers when they donate
pre-loved clethes to our “Shwopping”
partnership with Oxfam.

- A‘test and learn” trial in an important
growlh market, clothing rental, with 2
Founders Factory joint venture
investment in the Zoa Croup, the
operator of leading clothing rental
website, Hirestreet.

— In January, a Sparking Change National
Challenge, inviting 14 mitlion Sparks
customers to try a lower-carban
diet, to feel healthier and potentially
save money.

PARTNERSHIP

with dette

Supporting the circular economy

tn Aprit, we joined the dotte collective, the UK's first fully
circular kidswear peer-to-peer marketplace where parents
can buy, sell, donate and recycle outgrown kidswear. We
share a commitrnent with dotte to finding more circular
solutions which incorporate both new and pre-loved
clothing. dotte addresses the challenges parents face
when buying secondhand - thraough our partnership,
those who sell a pre-loved M&S item on the platform

will receive a M&S voucher for £5 off when they spend
£25 in our stores or online, Sustainability has been at

the heart of M&S Kids' thinking for over & decade, and
we're continuing to develop the sustainability credentials

within our ranges. Our schoolwear is made to offer

quality that can be handed down and this is proven in
the fact that M&Sis one of the most popular brands on
dotte for resale, with over 400 items listed on the site.

30 Marks and Spencer Group plc

While we have leading positions in
customer perception, Lhere 1s much
more to do in Plan A to communicate our
practices. In the year ahead we expect to
accelerate our programmes and bring
them through much more strongly to
the shelf edge both within the stare
environment and during the online
shopping experience. We believe that
wider sustainability concerns are here to
stay, resulling in opportunities for our
brand to enter new markets. Through

our deep relationships with customers
through Sparks, our longstanding trusted
supplier partners and cur portfolio of
innovation partners, we are well placed

to develop customer propositions

in areas such as circular fashion and
low-impact farming.

Sustainability Keport

Shareholders can read a full update
on cur progress in our sustainability
report at marksandspencer.com/
sustainabilityreport2022 —

ES(G committee
report

Read our ESC commiittee report
on p70 >




NON-FINANCIAL INFORMATION

The statements below reflect our commitment to, and management of, people,
communities, the environment, human rights, anti-bribery and anti-corruption
in the last 12 months. Full details of all our policies on these matters can be found at
marksandspencercom/thecompany.

PEOPLE

We are committed to providing alt of

our colleagues with a safe working
ervironment and an organisational culture
which promotes inctusicon, diversily, equal
opportunities, personal development and
mutual respect. We want pecple to enjoy
coming te work and for the workplace to
be free from discrimination, harassment
and victimisation. We know that our Board
and leadership team play a vital role in this
commitment, which is why we have laid
oui our progress in balanced leadership
cn pages 68 to 69. Further detail on sociat
matters can be found in People & Culture
on pages 26 to 29, and our Section 172(1)
staterment on pages 32 1o 34.

© Read maore on our commitment to
people in our

- People Principles

- Code of Conduct

- Responsible Marketing Principles

- Inclusion, Diversity & Equal
Opportunities Policy

COMMUNITIES AND ENVIRONMENT

We have supported our local communities
throughout our 138-year history, because
we know that vibrant communities are
essential for our succass. We aim to take 2
progressive approach to our cormnmunity
engagement, which is reflected in our
sustainability commitments. Sustainability
is also core to the M&S brand. This
framework brings together individual
business unit strategies into a shared
programme to drive behavioural change
and ensure the whole business operates
in @ more sustainable way.

€ Read more on our commitment to
communitics and the environment on
our dedicated corporate website areas:

- Qur Communities
- Plan A Qur Planet

° Read more on aur activities in these
areas this ycar

Environmental commitments and progress
can be found in the ESC Committee Report
on pages 70 to 77. Detaills of our greenhouse
gas ("GHC™ emissions are on page 76

STATEMENT

- Qur contributions towards, and
consideration of, communities is integrated
throughout the report and can also be
found in our Section 172(1) statement on
pages 32 to 34, and in the ESC Committee
Report on pages 70to 77.

HUMAN RIGHTS

M&S has a long history of respecting
human rights in the UK and standing

up for those values internationally. Our
commitment to human rights is reinforced
in our Human Rights Policy and Code

of Conduct and, for all suppliers and
business partners, in our Clobal Scurcing
Principles. We are also a signatory to the
UN Women's Empowerrment Principles and
the principles of the United Nations Global
Compact, We strive to be a fair partner by
paying a fair price to suppliers, supporting
local communities and ensuring good
working conditions for everyone working
in our business and supply chains. We are
committed to building knowledge and
awareness on human rights for all of our
colleagues and suppliers, encouraging
them to speak up about any concerns
without fear of retribution - the outcomes
of which alsc enable us to comply with
legislation and meet the expectations

of shareholders.

© Read more on our cormmitrment to
human nghts in our

- Modern Slavery Statement
Human Rights Policy

- Code of Conduct

- M&S Clobal Sourcing Principles

- Child Labour Procedure

- M&S grievance procedure for Food
and Clothing & Home supply chans

ANTI-ERIBERY AND
ANTI-CORRUPTION

M&S is committed to the highest
standards of ethics, honesty and integrity.
We have a zero-tolerance approach to
any form of bribery and corruption and
operate a compliance programme to
prevent bribery and corruption in our
business and supply chain.
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Cur Anti-Bribery and Anti-Corruption
policies outline the expected slandards
of conduct that colleagues, contractors,
suppliers, business partners and any other
third parties who act for or on behalf of
M&S are cbliged to follow. The Group
Policy outlines core principles and
approach, while the Colleague Policy
provides delailed guidance and sets out
the applicable procedures for colleagues,
workers and contractors. The Business
Partner Policy identifies the requirements
for service providers, suppliers and other
business parties

Our pregramme includes detailed
procedures and controls around giving
and receiving gifts, hospitality and
entertainment; procedures for engaging
new suppliers and partners, specifically
those who are based in higher-risk
jurisdictions; and standard contracl
clauses and clear reporting channels,
including confidential reporting. All
cotleagues are required to undertake
mandalory Anti-Bribery and Anti-
Cerruption e-learning. The Company
will consider taking disciplinary acticn
against anyone who fails to comply with
its Anti-Bribery Policy, up to and including
dismissal Any potential incidents reporiled
internally or to the external confidential
reporting channels are followed up and
full investigaticns launched where such
action is deemed appropriate after
preliminary enquiries. All investigations
are subsequently reported Lo the

Audit Committee.

Bribery Risk Assessrments are conducted
on an annual basis and an annual report
issued to the Audit Committee.

e Read more on our commitment to
Anti-Bribery and Anti-Corruption in our:
Business Partner Anti-Bribery and
Anti-Corruption Policy

- Code of Conduct
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SECTION 172(1) STATEMENT

ENGAGEMENT &
DECISION-MAKING

SECTION 172(1) STATEMENT

we believe that considering cur stakeholders
in key business decisions is not only the right
thing to do, but is fundamental to our ability
to drive value creation over the longer

term. Durnng this financial year, in the midst
of recovering from a globat pandemic,
balancing the needs and expectations of
our stakeholders has never been a morg
important or challenging task.

Board directors are bound by their duties
under the Companies Act 2006 (the "Act™)
to promote the success of the Company
for the benefit of our members as a whole.
tn doing so, however, they must have regarad

to the interests of all of our stakeholders,

to ensure the long-terr sustainability of the
Company. The Board is therefore responsible
far ensuring that it fulfils its obtigations

to those impacted by our business, in its
stakeholder consideration and engagement.
Stakehoider consideration is embedded
throughout the business, with the Executive
Committee ("ExCo™) and senior management
actively @ngaged in commurcation and
involvement initiatives.

The following pages comprise our Section

172(1) staterment, setting out how the Board
has, in performing its cuties over the course

of the year, had regard to the matters set out
in Section 172{1) {a} to (f) of the Act, alongside
examples of how each of our key stakeholders
have been considered and engaged. Further
information can alsc be found throughout

the Strategic Report and in our exploration

of key strategic decisions made in the
Governance Report.

Read more:

© Strategic Report, p2-55

@ Key Board Decisions, p34, p63-64

@ At marksandspencer.com/thecompany

STAKEHOLDER ENGAGEMENT & CONSIDERATIONS

SHAREHOLDERS

Why they matter

Securing our shareholders trust through
continuous engagement ensures their
ongoing investment and support.

Key priorities

For some, delivering sustainable, profitable
growth over the long-lerm. For others, seging
immediate returns on their investment.
Increasingly for all, seeing proactive and
canscientious Environmental, Social and
Covernance (‘ESCT) plans being formed and
corresponding good performance in ESG areas.

How the Board engages

The Annuat Ceneral Meeting ("ACMT) is the
Board's primary opportunity to interact

with shareholders, and at tast year's digital
meeting the Board engaged with nearly three
times as many shareholders than at the (ast
physically held AGM in 2019 Almost 1,700
individual shareholders engaged with our
ACM platform, either to watch, vote or submit
questions. 'he Board intends to continue with
this improved engagement trajectory, by
hasting another digital meeting this year.

- Cur Private Shareholder Panelis a group of
randomly selected private shareholders
who have the opportunity to attend regular
meetings with our Board and senior
management, during which they can hear
more about M&S and provide Lheir input
on the business' direction of travel.

How M&S engages

- Qur Investor Relations team, alongside
the Chairman and senior managerment,
maintains a regular dialogue with key
institutionat investors. Over the course of
the past year, the tearm met with (via video
conlerencing, over the phone and IN-person)
over 120 institutional funds, engaging with
investors who we estimate represent Over
half of our 1ssued share capital

32 Marks and Spencer Group ple

Governance censiderations

- Dwidend decision-making, balancing the
desire of shareholders for immediate
returns, against the need to preserve iguidity
and ensure the long-term sustainability
of the business.

- Owerarching strategy and purpose setting,
amed at delivering against shareholders’
needs for long-term, sustainable and
orofitable growth.

— Audit Committee oversight of internatand
external audit processes, ensurnng the
business’ internal framework of controlsis
sufficient to protect shareholder investrnent,
and that the presentation of the financial
statermnents provides investors with
an accurate, far and balanced view of
performance, strateqy and operations.

CUSTOMERS

Why they matter

QOur custormers are at the heart of our business.
Maintaining and increasing their enthusiasm
and loyalty for the M&S brand ensures the
enduring success of our business
Key priorities
Creat quality and value products; having
good avallabiuty across product lmes; a store
estate and an online offer that are easy and
enjoyable to shop in; a conscientious corporate
citizen who customers can rely on to have
acted ethically and sustainably when sourcing
the products they wear, eat, and bring nto
ther homes.
How the Board engages
- Customer feedback Is incorporated into
business updates and proposals for the
Board's review and consideration
— QOur non-executive directors regularly attend
store wvisits throughout the year, seeing
first-hand now stores operate and how
this impacts customer experience

How ME&S engages

| his year we nlroduced our Voice of the
Customer programme, to measure customer
satisTaction and experience with short,
targeted surveys across approxirmnately

15 million touchpoints online and In store

- We regularly monitor customer mood and
topicatissues through a monthly survey of
1,000 custemers This hetps us to understand
now customers are feeling and what 15 going
anin ther lives, so we can shape content and
tone across our communication channels.

We conducl focus groups, in-depth
interviews and surveys throughout the year
on our strategic priorities. This year, in depth
discussions have been held with over 400
customers, and another 5,000 have been
surveyed, on a range of topics including:
website experence; delivery and collections
proposition, Spring and Autumn campaigns
response, and Christmas stare expericnce

Governance considerations

- ESG Committee review of customer msights
and perceptions on M&S' sustainability
credentiats, to inform the Plan A reset and
future strategic aims on sustanability.

- Budget and three-year pian discussions,
agreeing pricing strategies to take account
of custormer impact amidst inflaticnary
pressures and the energy price cnsis,

E

COLLEAGUES

Why they matter

We cannot aperate and achieve our stralegic
goals without an engaged colleague base that
feels appreciated, and is motivated to deliver
for our customers and the business’ success
Key pricrities

Feeling valued and appropnately rewarded;
having an inclusive and diverse place ta wark
with a respectful corporate culture; being able
to share their views and have therr cotleague
voice heard in decision-making




STAKEHOLDER ENGAGEMENT & CONSIDERATIONS CONTINUED

How the Board engages

- Our Business Involverment Group ['BICT),
anetwork of elected representatives from
across all parts of the business, facilitates
engagement with colleagues, with local BIC
teams regularly feeding back to National BIG.
The chair of BIG represents the collective
colleague voice by attending a number of
Board and Remuneration Committee
meetings throughout the year

- Board members hear lrom and engage
with our colleagues directly during store
visits, Lhrough listening groups, and alsc
regularly join leadership team meetings
across the business.

How M&S engages

- Colleague updates on performance and
strategy are provided by ExCo members
and senior management through regutar
business area "huddles’, as well as by ematil,
virtual meetings, and our Microsoft Teams
communication and collaboration platform
Colleagues are encouraged to be involveda in
these forums by voicing their views, idcas and
questions with the leadership team directly.

- This year, we introduced a new Colleague
Voice prograrmme, surveying our colleagues
bi-annually to give the Board and ExCa an
mnformed picture of how colleagues feel
about working for the business The
progressive colleague engagement score
through the year was 62%, with 75% of
colleagues participaling saying that they
feel proud to work for M&S.

Governance considerations

- The Board's Croup purpose setting
and stralegy discussions, highlighting
the importance of colleague buy-in
and conseguently commissioning a
colleague survey to invite views on
purpose communication.

- Insupport of an “internal first™ approach Lo
growing talent and improving diversity in the
workforce, and colleague survey feedback
on developrnent opportunities, the Board
encouraged the continued launch of
long-form learning and development
prograrnmes Lailored to all career stages.

COMMUNITIES
. ]
Why they matter

Community acceptance and mutual respect
provides us with a bcence to operate and
ensures we are a force for good for the
people and places we impact. This includes
the wider enviranment, where considerate
usc of resources contrnibutes towards our
leng-term suslainability.

Key priorities

A fair and valuable contribution to society
and the economy and for M&S to be a socially
responsible corporate, that cares about its
long term impact on the communities and
envirgnment it operates in.

How the Beard engages

The Board and ESC Committee have
reviewed key community initiatives

in meetings, including as part of the
sustamability strategy and, mare recently,
the business’ approach o the invasion

of Ukraine.

- Directors meet and engage with various
cormmmunity players in visits to stores and
districution centres

How M&S engages

- This year, our chantable donations reached
over £5 2m, and we fundraised maore than
£4m in donations from our customers,
colleagues and partners. Qur donations
were rmade to our 35 Sparks charity parlners,
as well as to UNHCR and UNICEF in support
of the crisis in Ukraing

- The M&S Company Archive provided
opportunities for people to enjoy M&S’
rich hieritage through a cominination of
popular online events, an expandad range of
digital learning resources and relaunched
visilor services at the "Marks in Time”
Exhibition in Leeds. Visit marksintime.
marksandspencer.com for mare details.

Governance considerations

- Inconsideration of our community and to
ensure the business’ effective charitable
giving, the ESC Committec overhauled and
strengthened our governance process
on chanty partnerships and donations.

SUPPLIERS

Why they matter

Our trusted suppliers enable us Lo provide
our customers with the high-guality, ethically
sourced and produced goods they expect.

Key priorities

A long-terrn, productive relationship with M&S,
allowing them to creale greal products, build
volume at equitable prices and achieve their
own strategic goals

How the Board engages

- The Beard and Audit Committee reviews
and considers suppler relationships and
feedback in operational, performance and
risk updates.

- The ESG Committee monitors and critically
evaluates sustainability and ethical trading
inthe supply chain.

How M&S engages

- We measure Supplier Satisfaction using the
independent Advantage Report Mirror to
survey a proportion of our supplier base each
year The annual Croceries Code Adjudicator
survey also provides valuable insight on
sector priorities and supplier perceptions.

- We have engaged with our M&S Select Farm
farmers and growers on low impacl farming
to help address the challenges of global
warming and climate change As a result,
we have established a nelwork of 18 Indicator
& Innovation Farms to trial new concepts,
entify solutions for wider adoption and
champion production systems that reduce
carpon and improve wildlife habitats.

Governance considerations

- Audit Committee review of compliance with
the Groceries Supply Code of Practice, using
the results from the annual Groceries Code
Adjudicator survey to focus management’s
activities with suppliers for the coming year.

- Review of our payment practices, ensunng
that these are appropriate and our srmailer
suppliers are supported and alsa have access
to our Supply Chain Finance solution

Our partrers provide avenues to expand our
reach and access to new customers - In the
UK and internationally We also have pariners
assessing and supgorting our operations, to
ensure we constantly evolve and improve

PARTNERS

Why they matter

Key priorities

A corporate partner who responds to concerns,
acknowledges jurisdictional and technical
expertise, and provideas peer-to-peer supporl

How the Board engages

The Board has considered and approved
conlract extensions with existing partners,
as well as approving the launch of a new
strategic partnership with Costa Coffee,
supplying chilled and snacking M&S food In
over 2,000 Costa stores.

- Upon Russia's invasion of Ukraine, the Beard
guickly discussed the impact on our
colleagues and customers in the region The
proposed responsce to our Turkish franchise
partner operating in both Ukraine and Russia
was atso debated at length. The Board readily
agreed that colleague welfare should be the
priority and our partner should be engaged
to ensure the safety of colleagues by any
means necessary

How M&S engages

- We have worked closcly with our global
franchise partners during the year to support
them through the varnious challenges that
Covid-19 has created in their markets.
Frequently changing government regulations
have impacted consumer sentiment and
shopping habits; we have responded by
supporting our partners with changes to
product demand and facilitating multiple
new seiling channels Lo make it easier for
partners to continue providing M&S producls

- At the Board’s direction, we continue to
engage with our Turkish franchise partner,
FIBA, on the operation of stores in Ukraine
and Russia. For the safety of colleagues, all
operations in Ukraine were suspended on
24 February 2022, Shipments to Russian
stores were suspended on 3 March 2022,
and negotiations have now concluded with
FIBA to fully exit from Russia.

Gavernance considerations

- The Board considered our Turkish franchise
partner's needs at length in its deaision to
withdraw from Russia. Ultimately agreeing
that, while cur partner's interests and our
angoing relationship would likely be
jeopardised, ceasing trade In Russia was
the right thing to do morally.

- Investments in third-party brands, reviewing
corporale and decision-rmaking structures
being implemented whitst considering the
needs and support required by our new
strategic brand partners.
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SECTION 172(1) STATEMENT

STAKEHOLDER CONSIDERATIONS

34

During the year, as the Board made decisions implementing our strategic priorities, the different interests
of our stakeholder groups, and the impact of key decisions upon them, were considered.
In some cases, the interests and impacts between stakeholder groups conflicted, and the Board and ExCo
had to assess these conflicts and attempt to balance them in their decision-making.

Here, we provide an overview of how some of these decisions were influenced by, and impacted, our six stakeholder groups.

THREE-YEAR PLAN AND STRATEGIC FINANCIAL MANAGEMENT

Background: The Board and ExCo complete a three-yearly rool and branch review of the Group's strategic financiat plans. This year's review
was particularly focused on ensuring balance sheet strength for the next phase of our transformation

Shareholders In its discussions, the Board carefulty
considered the need Lo deliver tangible value to shareholders,
welighing their short-term desire for returns against the need
to deliver long-term sustainable value, The Board discussed
reintroduction of a dividend alongside overall capital
management, in particular, investments in the transfermation,
and aclions aimed at improving investrment grade metrics
The Board agreed nan-payment of a dividend continues to be
appropriate 1N the context of strenglhening the balance sheet
and securing the business’ long-term future for shareholders

Customers Amidst inflationary pressures and the energy price
¢risis, the Board has been caonscious of custorners’ perception
of M&S affordability and ensuring our pncing strategy does not
add to pressure on households IL agreed carly on in three-year
plan discussions that increases in custormer pricing should be
avoided where possible, in favour of maximising internat
efficiencies and resource allocation

Colleagues Knowing that our colleagues witl also be
rmanaging pressure on ther household budgets, the Board
agreed to incorporate in the plan inflalionary pay nsos for all
colieagues The payment of a bonus to ¢ 5,000 employees
was also approved, and Lo align colleague interests with
sharcholders, 50% of bonus entitlement is being deferred
into shares exercisable in three years time,

FRANCHISE PARTNERSHIPS IN UKRAINE
AND RUSSIA

Background Upon Russia’s invasion of Ukraine, the Board quickly
met and agreed that any trading in Russia should cease immediately.

Colleagues The Board considered colleagues affected
in the region first and foremost, agreeing that colleague
safety is a priority and therefore Ukrainian stares should
not trade while unsafe to do so

Customers & Communities Anticipating that cur
customers and wider cammunity would expect an M&S
response, the Board encouraged decisive rmanagement
action to donate and fundraise for charitable causes in
support of Ukraing, including by activating till point and
online giving 1N the UK.

Partners Our Turkish franchise pariner, FIBA, operates
MA&S stares in both Ukraine and Russia. Their interests were
considered at length by the Board, noting that these and
our ongoing relationship would likely be jeopardised if we
ceased trade In Russia.

Cutcome
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Communities In recognition of our Plan A commitrments

to our community and the envirenment, the Board has
corporated strategic investments into the three-year plan,
ensuring the business can achieve its target of a one-third
reduction in carbon emissions by the end of the three year
plan's duration in 2025, and is set up 1IN the longer term to
become a net zero business by 2040

©

Suppliers The Board has considered how best to support
suppliers. It has committed to mitigating cost pressures by
absorbing inflationary impacts where passible, supporting
smaller suppliers with access to supply chain finance and
shorter payment terms, investing in local sourcing in the
Food supply chain and considering near-shore manufactunng
in Clothing & Home

e

Partners The Board considered existing and potential
partners in three-year plan deliberations Ultimately agreeing
thal the use of partners could be beneficial to expand the
M&S brand’s reach and impact the bottom line {Costa) and
would encourage a culture of innovation in the business
{True Capital il Fund investrnent)

Outcome

TALENT AND SUCCESSION REVIEWS

Background As part of its cornmitment Lo internal talent
growth, succession and diversity, the Board has reviewad and
directed the ExCo to develop succession plans for senior
management across the business

Shareholders: The Board considers that diversity of
° thought and appropriate succession planning at all levels
in the business will positively contribute to shareholders’
long term returns,

Colleagues: Acknowledging colleague appetite to

grow and develop their careers at M&S, the Board has
supported the use of leaderstup programmes, enhancing
the persenal and professional development of colleagues
at all career stages

Customers & Communities: Noting the diversity of

aur customers and communities, the Board believes an
equally diverse colleague hase, championing products
that they themselves would buy, will ultimately resonate
with customers.

Qutcome




KEY PERFORMANCE
INDICATORS

FINANCIAL

GROUP REVENUE

GROUP PROFIT BEFORE TAX (PBT)
& ADJUSTING ITEMS

£10.9bn""

18/19 104
19/20 102
20/21

21/22 109

Group revenue before adjusting tems increased 6.9% versus 2015/20,
driven by Foed sales up 10.1%, Clothing & Home sates up 3.8% and

International sales down Q.8%.

RETURN ON CAPITAL EMPLOYED (ROCE)

£522.9m™"

18/19 511.7
19/20 4031

2N 416

/22 5229

The Group delivered profit before tax and adjusting items of
£5229m as a strong all-round performance ccmbined with the
benefits of the transformation delivered an encouraging performance

across the business.

ADJUSTED EARNINGS PER SHARE (EPS)

12.2% "

18/19 118
19/20 100

20421 38

21/22 122

Return on capital employed improved two percentage points an 19/20
foliowing a rebound in earnings before interest, tax and adjusting items.

21.7p""

18/1g 237
19/20 167

20721 it

21/22 27

Adjusted basic earnings per share was 21.7p (2019/20: 16.7p; 2020/21
52-week basis: 1.1p) due to higher adjusted profit year-on-year.

FREE CASH FLOW
(PRE-SHAREHOLDER RETURNS)

DIVIDEND PER SHARE .
N i l (20/21:nit)

18/19 133

19/20 39

20421 NI

21722 | Nil

We did not pay a dividend for 2020/2], and the Board has decided not to
pay & dividend this year. This is consistent with the announcement at the
half-year results that payment of a dividend this financial year would be
unlikely as we focus on restoring sustainable profitability and recovering
balance sheet metrics consistent with investment grade.

. Alternative performance measures as outlined on the inside cover.
. These figures are reported on a 52-week basis,

. These figures are reparted on a 53-week basis.

£699.2m "

1819
19/20
20021

21f22

The business generated free cash flow of £699.2m, largely driven by
the recovery in EBITDA, working capftal inflow and reduced cash tax and
capital expenditure.
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STRATEGIC REPORT

FINANCIAL REVIEW

«

DESPITE THE NEAR-TERM CHALLENGES,
THE BUSINESS IS BETTER SET UP
BOTH FINANCIALLY AND OPERATIONALLY
TO INVEST FOR THE FUTURE.

Eoin Tonge, Chief Financiad QOfficer

FINANCIAL SUMMARY

Change vs Change vs

52 weeks ended 2Apr22 27 Mar 21" 28 Mar 20 2021 % 19/20 %
Croup statutory revenue 10,885.1 8,961.5 10,181.9 21.5 6.9
Group sales before adjusting items 10,909.0 8,972.7 10,181.9 21.6 7.1
UK Food 6,6396 5.994.8 6,028.2 108 101
UK Clathing & Home 33322 2,986 3,209 516 38
International 9372 7793 Q446 203 -08
Croup operating profit/{loss) before adjusting items 709.0 209.7 590.7 238.1 20.0
UK Food 2778 2136 2367 301 174
UK Clothing & Home 3307 (129 4) 2239 n/a 477
International 736 451 1107 6372 -335
M&S Bank and Services 13.0 20 16.8 550.0 -226
Share of result in associates and joint ventures 139 784 26 -82.3 4346
Interest payable on lease liabilities {115.6) {1225) (133.4) -56 -133
Net financial interest (70.5) {45.6) (54.2) 546 301
Profit hefore tax & adjusting items 522.9 41.6 403.1 1,157.0 29.7
Adiusting items 131.2) (242.8) {3359 -460 -609
Profit/{loss) before tax 391.7 (201.2) 67.2 n/a 482.9
Profit/{loss) after tax 309.0 {194.4) 27.4 n/a 1,027.7
Basic earnings/{loss) per share 157p a8p 1.3p n/a 1,107.7
Adjusted basic earnings/(loss) per share 217p 11p 16.7p 1,872.7 299
Dividend per share - - 39p n/a n/a
Net debt £2.70bn £3.52bn £3.95bn -23.3 -31.6

1 2020/21 was a S3-week year and comparative periods are on a h7-week hasis To aid understanding, we have presented the unaudited 52 weeks to 27 March 20721, however, net debt s
given on a 53-weck basis

Notes:

Therp are a numoer of No~-CAAP measuras and alterrative profit measures (APMsT) discussed within this a- nouncerment and a glossary and reconciliabion to statutory measures s

provided at the end of this report Adjusted results are consistent with how business performance is measured nternally and presented to aid comparability of performance Referto

the adjusting itemns table betow for further detalls

Grven the excepticnal nature of financal res ts last year cue tot~e mpact of Cowd, sl cormparatives within this Financial Review are given against 2019/2C unless otherwise states

In the current period, we haventroduced a new APM “sales’ All references to sales throughout thes document are statutory revenue plus the gross value of consignment sales
excluding VAT Where third-party branded goods are sold on a consignment basis, only the commuission recevable 1s included in statutory revenue This new measure has been
introduced given the Croup's focus on launching and growing third-party brands and s consistent with how the business performance s reported and assessed by the Board and the
Executive Committee
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GROUP RESULTS

Group sales before adjusting items was £10,909.0m Sales
increased 7.1% versus 2019/20, driven by Food sales up 10.1%,

Clothing & Home sales up 3.8% and Internaticnal sales down 0.8%.

Statutory revenue in the period was £10,885.1m, an increase of
6 9% versus 2019/20 The Croup generated an adjusted

crofit before tax of £522.9m and a statutory profit before tax
of £391.7m.

UK business rates relief of £59.8m {2020/21: £172 2m) helped to
compensate for the continuing loss of trade from lower footfall
to Clothing & Home stores in the UK, and in the Food hospilality
business which was closed until mig-May 2021 and continues to
trade well below 2019/20 levels.

Statutory profit before tax includes total charges for adjusting
iterns of £131.2m.

For full details on adjusting items and the CGroup's related policy,
see notes 1 and 5 to the financial staternents.

UK: FOOD

UK Food sales increasced by 10.1%, driven by the performance
of core categoeries, partly offset by reduced sales from the
recovering franchise and hospitality businesses. Excluding
franchise and hospitality, sales grew 14.7%.

Change vs 19/20 % Q1 Q2 Q3 G4 FY
Food g4 1.5 12.4 70 101
Focd ex franchise

and hosgitality 170 16.8 164 856 47

M&S Food reported sales do not benefit from a direct onbine
grocery presence, with these sales instead reported through
QOcadc Retail.

Change vs
52 weeks ended 2 Apr 22 27 Mar 21 28 Mar 20 19/20 %
Footfall, m (average/wecek) 101 80 1.8 -14.4
Transactions, m
(average/week) 80 56 93 -140
Basket value inc VAT (£) 159 206 126 26.2

Total sales ex VAT £m' 6,639.6 5,994.8 6,028.2 10.1

1 Includes MRS com

Footfall in the period, while recovering, remained below 2019/20,
with a similar trend for the number of transactions Revenue was
driven by increased basket value as customers used M&S for
more of their everyday shop. However, basket size has declined
compared to 2020/21 driven by the gradual recovery of our
hospitality and food-on-the-move businesses, which typically
have smaller baskets, as well as a reduction in “core” basket size
through the year as Covid tailwinds reduced. Allhocugh customer
behaviour started to normalise in Q4, metrics rernained ahcad of
2019/20 levels.

2 Apr 22 27 Mar 21 28 Mar 20 Change vs
52 weeks ended £&m £m £m 19/20 %

Sales' 66396 59948 6,028.2 10
Operating profit befere

adjusting items 2778 2136 2367 174
Operating margin 42% 36% 39% 30bps

1 ‘Sales'is equal torevenue within the Food business
The Food business in total generated operating profit before
adjusting items of £277.8m compared with £236.7m in 2019/20.

The table below sets cut the drivers of the movement in Food
opcrating profil margin before adjusting items over two years

Operating profit margin before adjusting items %
2019/20 3.9
Gross margin 02
Stere staffing 14
Other store costs Q4
Distribution and warehousing (n
Central costs (0.6}
2021722 4.2

- Gross margin increased ¢ 20bps. The improvement in margin
rate was a result of cost-saving programmes, including Gcado
synergies, as well as lower net waste and reduced sales in our
lower gross margin Franchise business. This was partly offset
by investment in price, reduced sales from our fugher-margin
Hospitality offering, and additional warehousing and freight
charges within margin,

— Store staffing costs decreased c.140bps, primarily driven
by retail restructuring efficiencies enabled by technolegy
improvermnents in store and ongoing initiatives, partly offset by
investment in colleague pay rates and Covid-related costs
such as door hosts.

- The c.40bps decrease in other store costs relates to
government business rates relief of £24.6m and lower
depreciation charges as legacy store modernisations come to
the end of their useful economic lives, partly offset by an
increase in maintenance and store standards spend.

— Distribution and warehousing costs increased ¢110 bps,
reflecting imvestment in the Milton Keynes ambient dopot to
support valume growth, higher pay, incentives and sub-
contracting related to warehouses and haulage, the cost to
serve of online orders, and inefficiencies from EU border-
related processes for serving Northern freland.

- Central costs increased c.60bps, driven by investments in
technology, data and digital initialives, including in forecasting,
ordering and allocation systemns, as well as colleague
incentives. This was partly offset by technology savings from
cptimising the cost base and a reduction in the depreciation of
technotogy assets as they reach the end of their useful lives.
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STRATEGIC REPORT

FINANCIAL REVIEW
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OCADO RETAIL LTD

UK: CLOTHING & HOME

The Group holds a 50% interest in Ocado Retail Ltd {'Ocado
Retail"}. The remaining 50% interest is held by Ocado Group

plc ("Ocado Group™). Full Year Results are consistent with the
quarterly results reported by Ccado Croup on behalf of Ocado
Retail for the quarterly periods ended 30 May 2021, 29 August

Clolhing & Home sales increased 3.8% as the continued growth
of the online business offset the decline in store sales due to
lower footfall The online business remained robust throughout
the period.

2021, 28 Novemiber 2021 and 27 February 2022, Change vs 19/20 % 1] =} [e}] Q4 FY
All cormnmentary In this section is against 2020/21 comparatives, g;?et;mg & Home 42 20 17 172 18
as the acquisition of the investment in Ocade Retail Ltd by M&S - . : . : :
was made part-way through 2019/20. Clothing & Horne
stores sales -21.2 -14.3 -109 56 -1z

el oz @3 84 Clothing & Home
Revenua growth vs online sales 59.2 623 50.8 52.) 556
2020/21 (%) 8.4 -10.6 -39 -57 Clothing & Horne
Active customers (k) 777 769 832 835  statutory revenue -46 1.4 2.4 16.0 31
Average ordars per week (k) 383 338 375 367  Comparative figures in Q4 are impacled by the first Covid

Notes Retall revenue comprises revenues from Qcado com and Ocado Zoom and
excludes revenues from Fetch in current and prior periods Average orders por week
refers ta results of Ocadocom

Revenue declined 44% compared to 2020/21 (-3.0% oxcluding
Fetch) as trade annualised against sales growth during three
national lockdowns in 2020 and lowards the end of H1 was
impacted by the fire at the Erith CFC on 16 July. These impacts

national lockdown, which we estimated had a £78m adverse
impact on sales at the time, predominantly in stores Adjusting
for this, Clothing & Home sales increased ¢.3.9% in Q4 and ¢1.4%
for the full year.

Online

Change vs

were parlly offset by the ongoing capacity roll-out in the period. 52 weeks ended 2 Apr22 27 Mar 21 28 Mar 20 19/20 %
ME&S products continue to account for over 25% of the average Traffic (m)' 4057 M75 3088 314
Ocadlo basket. Aclive customers (m)y’ 30 2.0 59 525
52 weeks 52 weeks Conversion (%)° 70 72 63 +70 bps
ended 27 ended 28 "
February February Average order value inc VAT
£m 2022 2021 Change % pre returns (£) 55.4 497 515 76
Revenue 2,248.8 23532 -4.4  Returns rate (%) 258 186 280 -220 bps
Sales ex VAT £m 1,227 11087 7213 5586
EBITDA before exceptional iterns 104.8 1899 -44.8 1 Traffic the r.mber of site visits to M&S com and the app
Exceptional iterms (]4 4) 05 285 ? .::g:g;::s;sgers the number of unigue customers who have made a purchase Inthe
Depreciation and amortisation (41.3) (36.2) .14 3 Conversion the number of orders as 2 % of the number of site visits
Operating profit 491 204.2 76.0 FQLLOWing growth in 2020/21, online sales rerr_\ained robust,
with growth on both a one and two-year basis for the full year,
: despite clevated comparatives in Q4 2020/21 from the third
Profit after tax 278 1568 -823  naticnal lockdown. Online traffic through the app was up over
M&S 50% share of profit after tax 13.9 78.4 -82.3 200% on 2019/20 following the relaunch of Sparks in July 2020,

Ocado Retail Ltd is reported as an associate of M&S as certan nghts are conferred

on Ocaao Croup ole for an nitial pencd of af least five years fromacquisitior s
expected that full consolidation of Ocado Retail Ltd by Ocado Group plc will continue
far at least five years fro™ the formation of the jo nt venture, after which .t s anticipated
that control of the joint venture will pass to M&S following which it will consolidate the
Jo i venture Lxcoptional tems are delined wilthin * he Ocado Crous ole Anboal Report,
and Accounts 2021

Ocado Retail EBITDA before exceptional items was down 44.8%,
reflecting the normalisation of basket size and shape of week as
well as an increasing higher percentage of immature capacity as

we open new CFCs.

In addition, Ocado Retail has recognised £14.4m of net
exceptional costs before tax, including £6 8m exceptional
costs relating to the fire at Erith CFC and £6.2m relating to the
development and intreduction of IT systems as we transition
away from Qcado Group (T services, tools and support.
Exceptional items in the pricr period relate primarily to the
Andover fire insurance receipts.

As a result of lower EBITDA and net exceptional costs,
Croup share of Qcadoe Retail profit after tax was £13.9m.
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which has helped to drive the increase in active customers.
Increased app usage has driven better conversion and,
encauragingly, app conversion for the full year remains
consistent with HY at over 9%.

As anticipated, as customer habits reverted to pre-pandemic
trends, returns rates have normalised lowards 2019/20 levels
through the year. Average order value ({AOV™) was ahead of
2019/20 levels driven by a full-price trading stance which
increased average selling price {*ASP"), along with the benefit
of third-party brands.




Stores

Change vs
52 weeks ended 2 Apr 22 27 Mar 2t 28 Mar20 19/20 %
Footfall, rn (average/week) 40 19 0.9 -322
Transactions, m
(average/week) 17 1.0 21 -19.0
Average basket valueg inc
VAT pre returns (£} 349 306 3723 80
Sales ex VAT £m 2,209.5 1,0889 2,487.8 -11.2

UK Clothing & Home store sales decreased 11.2%: Average weekly
footfall was below 2019/20 levels in the period, with the business
continuing to be adversely impacted by the shape of Lhe store
ostate, Excluding March, sales in high strects and city centres
were down 22% and 26% respectively, while sales inrelail parks
were up ¢.1% on 2019/20 lovels.

Total Clothing & Home

The Clolhing & Home business in total generated an operating
profit before adjusting tems of £330.7m compared with £223.9m
N 2019/20

2 Apr 22 27 Mar 21 28 Mar 20 Change vs

- The increase in central costs of C.100bps was driven
by investments in technology, data and digital initiatives,
colleague incentives, additional costs to support brands, and
higher pay-per-click marketing activity tc drive online growth.
This was partly offset by a reduction in the depreciation of
technology assets as they reach the end of Lheir useful lives.
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Clothing & Home online generated an adjusted operating profit
margin of c.8%, with the reversion towards 2019/20 returns

rates reducing margin year-on-year as anticipated, as well as
investments in data and digital initiatives to drive future growth.
The adjusted operaling profit in stores represented a margin on
sales of C.10%, or approximalely 9% after excluding the benefit of
rates relief

INTERNATIONAL

International sales increased 17% at constant currency (CC™
despite the continued impact of Covid on Asian markets, in
particular in India during Q1, and the disruption and complexity
arising from new EU border processes in Focd supply chains,
predominantly in France and the Republic of Ireland. There was
solid growth in the Middle East and online sales continued to
grow on both a one- and two-year constant currency basis, with

52 weeks ended fm fm Em 19720%  Loth our own websites and marketplaces driving growth of
Revenue before 125.5% as we retained custormers acquired during the lockdowns
adjusting items 3,3083 21986 3,209 3.1 in 2020/21.

Change vs FY
Sales 33322 21986 32091 38 19/20 % Q1 cC 6z cC 01 CC Q@4 CC F¥ CC  Reported
Operating profit/{loss) Total sales -6.1 -0.3 51 79 17 -0.8
before adjusting items 3307 (1294) 2239 a47.7
Cperaling margin 98%  -59% 7.0% 290 bps Change vs

52 weeks ended 2 Apr 22 27 Mar 21 28 Mar 20 Change vs 19/20 CC
The table below sets out the drivers of the movement in Clothing  Sales’ £m £m £fm 19/20% %
& Horme aperating profit before adjusting items over two years. Clothing & Home 6542 4832 620.7 54 9.1
Operating profit margin before adjusting items % Food 2830 296 | 3239 126 121
2019/20 70 Total 937.2 779.3 944.6 -0.8 1.7
Gross margin 15 Memo. Online sales 1725 165.7 77.2 1234 1255
Slore slaffing 06 1 ‘SaLe.s‘ws equal to revenue within the Intermational business
Other store costs 15 Clgthlng & Homp sales recovered to above 2019/20_ levels,

R - driven by robust growth in online sales and exceptionally stroeng

Distripution and warehousing (1.7} shipments to the Middle East. India was heavity impacted in Q1 by
Central costs (1.0)  Covid {c-61% vs 2019/20) and again in Q4 (c-3% excluding March
2021722 g9 Vs 2019/20), but overallrelail sales in the market grew 6% Trading

- Gross margin increased ¢.150bps. The continuing benefit of
increased full-price trading and lower stock into sale more than
offset cost headwinds of adverse currency movements and
additicnal freight and warehousing costs.

- Store staffing costs decreased ¢.260bps, primarily driven
by retail restructuring efficiencies enabled by technology
improverments in store and ongoing initiatives as well as lower
variable staffing costs from reduced volumes. These impacts
rmore than offset iInvestment in colieague pay rates.

- The decrease in other store costs of ¢ 150bps largely relates to
government business rates relief of £35.2m, with lower
deprecistion charges relating to legacy store moedernisations
offset by increased maintenance costs in the store estate and
reduced rates rebates

— Distribution and warehousing increased c.170bps, largely
relating to the higher costs to serve online demand, including
an increased proporticn of home deliveries, as well as
increased pay rates, haulage incentives and fuel inflation.

Note the higher courier costs of home deliverics were offset

by delivery income, which is reperted within sales. These overall
higher costs were partly offset by savings from lower volumes
and cost-reduction programmpcs.

in the rest of Asia remained challenging. We saw a similar shapc
of trade in European owned markets, with Clothing & Home
performance in the Republic of Ireland performing robustly.

Food sales declined due to disruption caused by EU border-
related processes in European markets. This has resulted in
significant cost and complexity in servicing the Republic of
Ireland and a restructuring of our Food operations in continental
Eurcpe. Excluding France, Food sales were level wilh 2019/20.

Operating profit before adjusting items was down 33.5%, driven
principally by the additional costs of new EU border processes
and tariffs of £29.6rn, and associated trade impacts such as lower
availability and higher waste, which we estimate reduced gross
profit by a further c£15m.
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The table below sets out the drivers of the movement in
Internaticnal operating profit margin before adjusting items
over two years.

NET FINANCE COST

2 Apr 22 27 Mar 21 28 Mar 20 Change vs
£

52 weeks ended m £m £m  19/20 £m

Operating profit margin before adjusting items % Interest payable (85.1) (899) (BO.5) (4.6)
2019/20 1.7 Interest income 96 47 145 49)
Gross margin (0.1)  Net interest payable (75.5) (85.2) (66.0) (9.5)
Store staffing 1.0 Pension net finance income 13.2 472 236 (10.4)
Other store costs 1.0 Unwind of discount on
Distribution and warehousing (30) Scottish L\m\teq »
ot eosts o7 Partnership Lability 4.9 {4.9) (69) 25
Unwind of discount on
2021/22 79 provisions {3.8) 27) 49) 1.3
- Gross margin declined c.10bps primarily as a result of N " ot t
additional tariffs and waste due to inefficiencies from EU et financial interest (705) 456} ({54.2) (16:3)
border-related processes for serving the Republic of Ireland. -
This was partly offset by growth of the online business. Net interest payable on
" . L iabiliti 115. R 4 17.
- Store staffing costs decreased ¢ 100bps primarily 25 a result ease liabilities ms6) (1225 (1334) 8
of efficiency savings frorm retail restructuring in the Republic
of Ireland. Net finance costs before
— The ¢.100bps movement in other store costs largely relates adJ,USt,mg 'tems, - (186 (1681) (187.6) 1.5
to government relief in owned markets and rent concessions Adjusting items ncluded in
in India, which resutted in one-off savings in the period. net finance costs 58 (68 - 56
Net finance costs (180.5) (174.9) (187.6) 7.1

— Distribution and warehousing incrcased c.300bps, reflecting
higher operational and adrinistrative costs associated with EU
border-related processes, as well as higher costs to serve
online demand.

- Central costs increased ¢.270bps, driven by higher marketing
spend associsted with the growth of the online channel and
colleague incentives,

M&S BANK AND SERVICES

M&S Bank and Services profit before adjusting items was down
£3.8m to £13.0m. Adjusting items charges of £16.0m have been
incurred relating primarily to the insurance mis-selling provision,
resulting in a statutory loss of £(3.0)m

Lower dernand for unsecured credit and travel monay is the
primary driver for the lower profits. This was largely offset by
the release of bad debt provisions, as economic conditions
proved more favourable than anticipated.
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Net finance costs before adjusting items decreased £15m to
£186.1m. Lower pension income due to the reduced I1AS 19
pension surplus compared with 2019/20 and the reversal of
ineffectiveness on a currency swap within intcrost income in
2018/20 offset a reduction in the net intercst payable on
lease liabilities.

GROUP PROFIT BEFORE TAX AND ADJUSTING ITEMS

Group profit before tax and adjusting items was £522.9m,

up 29.7% on 2019/20. The profit increase was driven by adjusted
operating profit growth in Clothing & Home and Food and the
additicnal profit from the Ocado joint venlure, offset by a
reduction in International and M&S Bank cperating profits.

GROUP PROFIT BEFORE TAX

Group profit before tax was £391.7m, up £324.5m on
2019/20. This includes net charges for adjusting iterms of
£131.2m (2019/20: £335.8m).



ADJUSTING ITEMS Incurced in o
- ) . Incurred up to 52 weeks ended =
The Group makes certain adjustments to statutory profit 3 Apr 21 2 Apr 22 =
measures in order to derive alternative performance measures £m £m g
(APMs) that provide stakeholders with additional helpful PBL Cash P&L Cash z
informaticn and to aid comparability of the performance of PPE and RCU o
the business. For further detail on these charges/gains and the asset impairments 452.2) n/a (81.0) n/a =
Grou_ps pqllcy for adjusting items, please see notes 1 and 5 to Accelerated depreciation (175.3) n/a (507) nfa -
the financial staterments.
Closed store rent, rates
52 weeks 53 weeks 52 weeks and onerous leases net
ended  ended  ended Change  of sublet income (221 (261)  (164) (109
2Apr22 3 Apr21 28 Mar20 ws 19/20 -
£Em £m £m £m Redundancy (99) (70) 2.4) (0.7)
Strategic programmes — Profit/{loss) or cash
UK store estate (161.4) (953) (293) (1321) proceeds/(outflows)
Strategic programmes — on disposal/surrender (3.8) 11.4 3.7) (3.2)
UK logistics 219 (2.2) (10.2) 321 Closure costs, strips,
Strategic programmes — ditapidations 103 (39.7) (4.0) (11.0)
Organisation 143 (1337) (138} 281  Other (3.6) (9.0) (3.2) (4.4)
Strategic programmes - Total {657.6) (70.4) (161.4) (30.2)

internalional store closures,

impairments and other Q4 (3.6) [QEA)) 175
Store impairments,

impairment reversals and

other property charges 60.0 65 (785) 1385
Amortisation and fair

value adiustments arising

from the investment in

Ocado Retail Limited {325y (142) (168} (157)
Directly attributabie to Covid 178 908 (1636) 1814
M&S Bank charges incurred

in retation te insurance

mis-selling provisicns (16.0) (2.4) (12.6) 3.4)
Franchise restructure 41.3) - - M.3)
Intangible asset impairments - {799) (13.4) 13.4
Sparks loyalty

programme transition - {166) - -

Establshing Lhe investrment
in Ocado Retail Limited - (1.7) (1.2} 1.2

Remeasurement of
contingent consideration
including discount unwind 56 (6.8) (2.9) a5

Other - (10 235 (235
Adjusting items (131.2) (259.7) (335.9) 2047

Adjusting items net charges incurred in the period were £131.2m.

UK store estate

A charge of £161.4m has been recognised in relation to store
closures identified as part of UK store estate rotation plans.

The charge reflects a revised view of latest store exits and
underlying assurnptions around estimated store closure costs,
as well as charges relating to the impairment of buildings and
fixtures and fittings, and depreciation as a result of shortening
the useful economic life of stores. Further charges relating to
the closure and rotaticn of the UK store ostate are anticipated
as the programme progresses, with tolal future charges of

up to c.£200m over the next nine financial years, bringing
anlicipated total programme costs since 2016 to c£1bn. The
anticipated total programmece costs do not include any costs
that may arise in relation to a further ¢.30 stores currently under
consideration for closure within the next nine years. At this stage
these ¢.30 stores remain commercially supportable and in the
event of a decision to close the store the exit routes are not

yet certain.

I Cash outflows include ren”, reaorted wit ~ ncash lease payrmertsinthe cash flow,
and proceeds on dispozal/surrender, which s net off against capex in the cash flow
Therefore, these ca-h outflows do not tie to UK store estate cash ad ustingitermns

Other adjusting items

Anet cradit of £21.9m has been recognised in the period relating

to UK logistics, reflecting in large part a gain on the disposal of

distribution centres.

A credit of £14.3m has been recognised in relation to
organisational change. This credit largely relates tocan £11.8m
reversal of an impairment associated with the centralising of the
Group's Londen suppeort office functions, with the remander
reflecting the finalisation of previous redundancy costs
associated with this programme. No provision remains at the
year end and there are nc further charges anlicipated.

in response to the strong Group performance and lifting of
government restrictions, a credit of £63 4m has been incurred for
the reversal of store impairments recognised in adjusting items in
previcus periods, partly offset by a £3.4m charge primarily
relating to the impairment of assets in certain stores.

A charge of £41.3m has been recognised relating to the
restructuring of certain International franchise operations. In
September 2027, the Group restructured our French cperations
after an assessment of the profitability of the business under
increased EU border costs and tariffs, at a cost of £103m. In
March 2022, the Croup rmade the decision to fully exit its Russian
franchise. As a result, the Group has recognised a charge of
£31.0m representing the Group's full exit costs from Russia

and business disruption in Ukraine.

A charge of £32 5m has been recognised with respect to the
amortisation of intangible assets acquired on the purchase of cur
share in Ocado Retail and related deferred Llax charges of £14.9m
predominantly relating to the substantive enactment of the
Finance Act 2021 dunng the period, which will increase the UK's
main corporation tax rate from 19% to 25% from 1 April 2023

A gain of £17.8m has been recognised as being directly
atlributable to Lhe Covid pandemic. This retates mostly to the
release of the remaining inventory provision made in adjusting
items in 2019/20, driven by the sell-through of Clothing & Home
stock being greater than anticipatec.

Charges of £16.0m have been incurred relating to M&S Bank,
primarily due to the insurance mis-selling provision The total
charges recognised in adjusling itemns since September 2012
for PPlis £326.3m, which exceeds the total offset against profit
share of £258.0m to date; this deficit will be deducted from
the Croup's share of future profits from M&S Bank
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TAXATION

The effective tax rate on profit before adjusting items was 18.2%

(2019/20: 20.7%; 2020/21: 50.3% on a 53-week basis} As part of
cash-optimisation measures, no payments were made to Lthe
Marks and Spencer Scoltish Limited Partnership (“SLP™ during
the year. As such, there has been no recaplure of previous tax
relief, resulting in a lower effective tax rate than prior years.

As well as there being no recapture of previous tax relief
under the SLP structure in the period, future changes to the
UK statutory corporation lax rate result in deferred tax assets
being recognised at the higher substantiveiy enacted rate of
25%. Restating these deferred tax assets from a rate of 19% to
25% results in a tax credit in the period, reducing the effective
tax rate.

The ef(ective tax rate on statutory profit before tax was 21.1%
(2019/20: 59 3% 2020/21: 39% credit on a statutory loss ona
53-week basis), which was higher than the eflective tax rate on
profit before adjusting items due to the impact of disallowable
adjusting items.

Next year, we anticipale an effective tax rate on profit before
adjusting items higher than the UK corporation tax rate of
19%, principally duc to the recapture of previous tax relief as
payments to the SLP resume.

EARNINGS/LOSS PER SHARE

Basic earnings per share was 15.7p (2019/2C: 1.3p; 2020/21:
loss of 1G1p on a B3-wecek basis), due to the increase in
profit year-aon-year. The weighted average number of shares
inissue during the period was 1,958 1m (2019/20: 1,894.9m ;
2020/21:1,953.5m).

Adjusted basic earnings per share was 21.7p (2019/20° 16 7p;
2020/21: 1 4p on a 53-weck basis) due to higher adjusted profit
year-on-year.
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CASH FLOW
52 weeks 53 weeks 52 weeks
ended ended ended Change
2 Apr 22 3 Apr 21 2B Mar 20  vs 19/20
£Zm £m £m £m
Adjusted operating profit 7090 2222 590.7 118.3
Depreciation and
amortisation before
adjusting items 5107 603.1 6325 (121.8)
Cash lease payments (3443) (3166) (3357) (8.6)
Working capital 2397 2681 (67.8) 3075
Defined benefit scheme
pension funding (36.8) (37.1) (37.9) 1.1
Capex and disposals (2135) (2038) (3259) Nn24
Financial interest (799) (760}  (795) (04)
Taxation (7N {5.8) 91.6) 839
Acguisitions, investments
and divestments 1.4 87 (580.3) 5389
Employee-rclated
share transactions 39 185 97 294
Proceeds from rights issue
nel of costs - - 5744  (5744)
Share of {(profity/loss
from associate (139} (78.4) (26} (1.3
Cash received from
settlement of dervatives - 14.0 7.7 (77}
Adjusting items out flow 61.8) (1205) (88.0) 26,2
Free cash flow 699.2 296.4 205.7 4935
Dividends paid - - {191.1) 1911}
Free cash flow after
shareholder returns 699.2 2964 14.6 6846
Opening net debt
excluding lease liabilities (1,110.0) {1,388.6) (1,4047) 2947
Free cash flow after
shareholder returns 699.2 2964 146 684.6
Exchange and other
non-cash movements
excluding teases (9.3) (178) 15 (1C.8)
Closing net debt
excluding lease Liabilities {420.1} (1,110.0) (1,388.6} 968.5
Opening net debt (3,515.9} (3,950.6) (3,981.5) 465.6
Free cash flow after
sharcholder returns 6992 2964 14.6 6846
Decrease in
lease obligations 216.0 1843 2014 146
New lease commitrments
and rermeasurements (1006} (483} (2043) 1035
Exchange and other
non-cash movements 25 2.3 19.0 (16.5)
Closing net debt {2,698.8) (3,515.9) (3,950.6) 1,251L.8




The business generaled free cash flow of £699.2m, largely driven
by the recovery m EBITDA, working capital inflow and reduced
cash tax and capital expenditure.

Cash lease payments increased £8.6m partly as a result of rental
payments which were deferred from last year into this year as
part of cash conservation measures enacted at the start of the
pandemic. Cash lease payments relating to stores identified as
part of the UK store estale stralegic programme which are
probable for closure tolalled £54.8m.

For further detail on working capital movements, refer to the
section below.

Defined benefit scheme pension funding of £36 8m reflects
the SLP interest distribution to the pension scheme

For capex and dispasals, refer to the section below.

The reduction in tax payments of £83.9mi is due to no UK
corporation tax being patd in the period. This is driven by the
utilisation of carried-forward tax losses from 2020/21.

Acquisiticns, investments and divestments were driven
principally by the payment of £33.8m of contingent consideration
relating to the investment in Ocado Retail Ltd in the period. The
final contingent payment for Ocadoe Retail Ltd of c.£156m plus
interest will be paid in financial year 2024/25 if a specified target
level of earnings in the financial year ending November 2023 is
achieved. Based on the latest five-year plan of Ccado Retail Ltd,
the performance target 1s expected Lo be met.

Other acquisitions and investments in the pericd include the
strategic investment in the fast-growing brand platform “The
Sports Edit” a mincrity stake and funding for “Nebody's Child”
and a cornerstone investment in True Capital Limited’s seed-
stage funct These investments were offset by income from the
disposal of a property investment company.

Employee-related share transactions cash inflows increased due
to a change in policy to no longer purchase shares for issuc in
colleague incentive schemes, increased deferred colleague
incentive share scheme payments, and increased uptake of
employee share schernes during the pandemic.

Adjusting items cash outflow was £61.8m. This included £16.5m
relating Lo the UK slore cstate strategy, £16.0m relating to

tha M&S Bank insurance mis-selling provisions, £15.9m of
organisational restructuring costs largely relating to the Republic
of Ireland, £9.4m largely relating to the restructuring of our
French operations, and £3.7m for the restructuring of the

UK Clothing & Home legistics network.

WORKING CAPITAL

The business generated £508m cash inflow from working capital
over the past two years,

Most of this was driven by payables, partly as a result of changes
te payment terms for Clothing & Home suppliers, in addition to
higher cutstanding payments over year end as a result of
business growth.

As previously reported, receivables remain al a lower tevel than
pre-Covid, partly due to the adverse impact of the pandemic on
our Food franchise business.

Stock increased slightly over the period, driven primarily by
inventory puild in the Food business as we approached the end
of March, as well as the timing of Clothing & Home inlake over
year-end.

As part of our focus on deeper, strategic supplier relationships,
we are improving supplier payment terms in both Clothing &
Home and Food. In Clothing & Home, we anticipate the benefits
of longer supplier terms within these results to partially reverse
In the coming year.

CAPITAL EXPENDITURE

52 weeks 53 weeks 52 weeks

ended ended ended Change
ZAprzz 3 Aprzi I8 Mar 20 vs 13/20
£m £m £m £m
UK store remodelling 50.1 270 60.3 (10.2)
New UK stores 499 149 333 166
International 18.2 67 157 25
Supply chain 286 252 39.2 (10.6)
IT and M&S.com 68.2 476 81.1 (129
Properly asset replacement 852 19.2 102.4 (172)
Acquisition of Jaeger brand - 6.3 - -
Capital expenditure
before property
acquisitions and disposals 3002 1469 332.0 (31.8)
Property acquisitions
and disposals (43.9) (0.3} 27) (41.2)
Capital expenditure 2563 1466 3293 (73.0)
Movement in capital accruals 42.8) 572 (34) (39.4)
Capex and disposals as
per cashflow 213.5 203.8 3259 (112.4)

Croup capital expenditure before disposals decrcased £31.8m to
£300.2m compared to 2019/20; however, it was up on 2020/21 as
we increased investment in the transformation.

UK store remodelling costs related principally to 22 full ine and
food renewal stores, some of which have not yet opened, as well
as upgrades to Clothing & Home space.

Spend on new UK stores primarily related to eight new or
extended Simply Foods and seven new or extended full-line
stores in the current year, some of which have not yet opened.

Supply chain expenditure reflects the expansion of our Bradford
warehouse to support online growth in Clothing & Home, Food
equipment purchases, and investment in our Milton Keynes Food
depot to support capacity increases.

IT and M&S.com spend includes cosls related to technology
replacement and upgrades in stores, the development of the
Food ordering and allocation systern and buying portals, website
development and ongaing investment in digilal capability in the
suppoert centre and stores.

Property asset replacement normalised towards 2019/20 levels
as replacement of core assets across the estate, which had teen
de-prioritised during 2020/21 due to cash conservation measures,
was re-prioritised. This includes roof works and replacement of
fridges, freezers, boilers, lifts and escalators.

Property acquisitions and disposals primarily relates to cash
inflows from the disposal of two warehouses in the third guarter.

Capital accruals were higher at year-end comparcd to 2020/21 as
transformation spend increased in the second half. It should be
noted that 2020/21 capital expenditure cash flow included some
accrued spend relating to 2019/20

NET DEBT

Croup net debt decreased by £1.25bn compared to 2019/2C,
driven by free cash flow genecralion, and by £0.8bn since the start
of the year.

There was a further reduction in the value of discounted lease
obligaticns outstanding since the start of the year New lease
commitments and remeasurements in the period were £100.6m,
largely relating 1o 20 new UK leases, lease additions in India and
UK property and logistics liability remeasurements. This was
more than offset by £216.0m of capital iease repayments.
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STRATEGIC REPORT

FINANCIAL REVIEW
CONTINUED

The compaosition of CGroup net debt is as follows:

52 weeks 53 weeks 52 weeks

ended ended ended
2 Apr 22 3 Apr 21 28 Mar 20 vs 19/20
£m £m £m £m

Cash and cash equivalents 1,197.9 6744 2542 9437

Medium Term Notes (1,5295) (1,682.1) (1,536.2) 6.7

Current financial assets

and other 994 83.2 96.1 33
Partnership liability to the
UK DB pension fund (1879) (1855) (2027) 148

Net debt excluding

Llease liabilities (420.1) (1,110.0) (1,388.6) 968.5

Lease liabilities (2,2787) (2,4059) (2562.0) 2833

- Full-ine stores (9195) (9826) (1,054.8) 1353
— Simply Food stores (7128 (7270} (7477) 349
- Offices, warehouses

and other (4495) (4845) (5237) 742
- International (1969) (201.8} (235.8) 389

Group net debt (2,698.8) (3,515.9) (3,950.6) 1,251.8

Fult-line store liabilities include £225.3m relating to stores
identified as part of the UK store estate strategic programme,
We are seeking to fund the closure costs of rotation of the
store estate with the realisation of funds from our asset
management programme.

Of the remaining full-line stores lease liability, the average
liability-weighted lease length is © 25 years, although the average
lease term to break is shorter at €19 years. However, these
average lease lengths are skewed by five particularly long leases
we hold, with the longest of these having 135 years remaining.
These five leases, with a combined lease Liability of ¢.£100m,

are not deemed probabile for closure in our UK store estate
programme as they are currently trading well in locations we
wish to remain in. Excluding these five leases, the average lease
term to break is ¢.14 years.

Simply Food store liabilitics include £30.9m relating to stores
identified as part of the UK store estate strategic pregramme,
Of the remaining lease Lability, the average lease length to break
is €10 years.

Within offices, warehouses and other, £1449m relates to the
sublet lease on our Merchant Square offices. Average lease
length of all other offices and warehouses to break is ¢.7 years,

International leases relate primarily to India (c.£85m) and Ireland
(c.£66m). Average lease length to break in India is close to nil, as
rnost of these leases are past the break point, and so we have
the flexibility to exit these at any time on several months' notice.
Average lease length to break in Ireland is c.10 years.

LIQUIDITY

At 2 April 2022, the Croup held cash balances of £1,1978m
(2019/20: £254 2m). In addition, during the year the Croup agreed
a new £850m revolving credit facility expiring in June 2025 on
terms linked to delivery of its net zero roadmap. With the facility
undrawn, the Group now has liquidity headroorm of £2.1bn. This
liquidity position is as a result of free cash flow performance.
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As part of cur approach to liability management we have
announced a tender offer for ¢.£150m of our near-term
debt maturies.

DIVIDEND

We did nol pay a dividend for 2020/21, and the Beard has decided
not to pay a dividend this year

This 1s consistent with the announcement at the half-year results
that payment of a dividend this financial year would be unlikely
as we focus on restoring sustainable profitability and recovering
balance sheet metrics consistent with investment grade.

PENSION

AL 2 April 2022, the IAS 19 net retirement benefit surplus was
£1,038.2m (2020/21: £631.4m). The increase was largely driven
by an increase in discount rates towards the end of the pericd

The most recent actuarial valuation of the UK DB Pension
Scheme was carried out as at 31 March 2018 and showed

a funding surplus of £652rm. This is an improvement on the
previous position at 31 March 2015 statutory surplus of £204m},
primarily due to lower assumed life expectancy. We continue

to work constructively with the Trustees of the UK DB Pension
Scheme with regard to agreeing the triennial actuariat valuation
of the scheme as at 31 March 2021. Consequently, the results of
the valuation are not yet finalised, although it 1s Ukely that there
will continue to be a surplus

With the pensioner buy-in policies purchased in Septermber 2020,
April 2019 and March 2018, the scheme has now, in total, insured
around 80% of the pensioner cash flow liabilities for pensions in
payment. The buy-in policics cover specific pensioner liabilities
and pass allrisks to an insurcr in exchange for a fixed premium
payment, thus reducing the Croup's exposure to changes in
longevity, interest rates, inflation and other factors.

STATEMENT OF FINANCIAL POSITION

Net assets were £2,9179m at Lhe period end, an increase
of 27.7% since the slart of the year largely due to free
cash generation.

Eoin Tonge, Chief Financial Officer

Important Notice:

Staternents rmade in thus announcement that look forward in time of that express
management's beliefs, expectations or estimates regarding future occurrences and
prospects are forward-looking statememts” within the meaning of the United States
federal securities laws These rorward-looking statement s reflect Marks & Spencer's
current expectations concerrmng foture events and actual resulss may differ materiaily
from current expectations or fustoncal results Any forward-locking statements are
subject to various risks and uncertainties ncluding, but nat imited to, faillure by Marks &
Spencer to predict accurately ¢ustomer preferences, decline in the demand for products
offered by Marks & Spencer, comeetitive nfluences, changes nlevels of store traffic or
consumer spending habits, effectiveness of Marks & Spencer’s brand awareness a~d
marketing programmes, general economic conditions including, but not brmited ta,
thoze related to the Covid-19 pandemic or a downtur~ in the retail or inancial services
Industries, acts of war or terronsm woridwide; work stoppages, slowdowns or strikes;and
changoes i bnansa and cquity rmarkets For fusthes information reaga ding reks to Marks
& Spencer's business, please consult the rsk management sect.on of the 2072 Annual
Report (pages 45 ta 54)

The forward-look ng statements contained in this decument speak only as of the date
of this announcement, and Marks & Spencer does not undertake to update any forward-
loc«ing statemen: to reflect events or crcumstarces aftes the dase herecf of toreflect
the occurrence of unanticipated events




RISK MANAGEMENT

The pace and nature of change in the external environment, combined with the
need to successfully implement both transformational and core business initiatives internatly,
underline the importance of maintaining effective and agile risk management
processes covering every part of our business.

APPROACH TO RISK MANAGEMENT

Cur approach to risk management
remains simple and praclical The Audit
Committee, under delegated authority
from the Board, is accountable for
overseeing the effectiveness of our

risk management process, including
identification of the principal and
emerging risks facing M&S. Te support the
Audit Committee in executing on this
responsibility, underlying processes are
in place which are fully aligned to the
M&S operating model, with each business
and key funclion being responsible for
the ongoing tracking and management
of risks. These pracesses comprise the
identication, assessment and cf fective
mitigation of cere risks, as well as
monitoring for changes triggered oy the
dynamic and, sometirmes, unpredictable
environment in which we operate.

Qur risk management process is
underpirned by the Group Risk
Management Policy which is subject
to periedic review to ensure it
remains appropriale for our business
nceds and delivers against our
governance responsibililics.

The key activities forming a part of
this process include:

- the development and maintenance
of Board-approved risk appetite
statements which align with business
strategy, three-year plan, core operating
activities and ocur purpose and values;

— identificabion, measurement and
reporting of risks against a consistently
applied criteria considering both the
likelihood of occurrence and potential
impact to the Group, with clear
ownership sitting with retevant
members of the leadership team;

- maintenance of detailed risk registers
and mitigation plans by each business
and function which arc approved by
their leadership teams and the
appropriate Executive Committee
members, and are also incorporated
into related governance procosses,
such as the Environmental, Social
and Governance (ESC) or Croup
Safety Committees;

- proactive monitoring of emerging
risks where Lhe full extent and
irplications may not be fully
understood but necd 1o be tracked,

- swift action to evaluate changes
to the risk profile triggered by new
or unexpected events - such as the
rapid assessment of the busincss-wide
consequences of Russia’s invasion
of Ukraing;

- Continued assessment of risks
to reflect changes in the business
operating model, accountabilities and
reporting — for example, to incorporate
the changes in Irish operations
post-Brexit or the reset of Plan A;

- aformal half-yearly review of all risk
registers by the Croup Risk team to
provide independent challenge and
suppart cross-business alignment;
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- direct reporting to the Audit
Committee by each of cur business and
functional leadership teams on a rolling,
scheduled basis, flexed to respond to
changes or potential issues; and

- the compilation of an overarching
view of CGroup risks, combining
both tep-down and bottom-up
perspectives, which considers the
impact of changes in the external
cnvironment, odr strateqy,
Lransformation pregramme, core
operaticns and our engagement
with external partics.

The cutput from the above process is
subject to periodic review and challenge
with the executive directors and,
subseguently, the principal risks and
uncertainties are submitted to the Audit
Committee ahead of linal review and
approval by the Board.

An overview of this process is presented
in the diagram on the following page and
the interacticn of our principal risks with
the strategic priorities is shown in the
table on page 48.

The directors’ assessment of the long-
term viability of M&S is also reviewed
annually, mindful of the principal risks
faced. The approach for assessing
long-term viakility 1s set out on page 55.

Annual Report & Financial Statements 2022 ah



STRATEGIC REPORT

RISK MANAGEMENT
CONTINUED

Rick management process and govemance eveniew

The fellowing diagrarms provide an overview of the risk management process and activities undertaken within our business

that allow the Board to fulfil its obligations under the Corporate Governance Code 2018.

communication

Ongoing

& feedback

J

Irternal reporiing

Parties involved

Consolidated Group-level risks

- Consolidation of significant risks from underlying
risk registers

- Qverlay of Group-tevel risks

- Rewview and agreement of the principal risks by the
execute directors

— Review and approval by the Audit Committee

Business and functional risk registers

- Development and ongoing maintenance of risk registers,
including consideration of ernerging risks, by the business
and functional leadership teams
Review and challenge of risk content and guality of
mitigation plans by the Croup Risk team

- Review and challenge of risks at leadership forums

Current issues and areas of change
- Monitoring emerging areas of change or issues that
may become significant at a Group level

Top-down
- M&S Board

- Audit Committee
- Executive Committee

- Group Risk team

/\

Bottom-up

- Group Risk team

- Business and
functienal
leadership teams

- Policy and
process awners

Mmt«mm, an eftective rick framewert
In complying with the process and policy described above, some examples of how risk management has

developed to remain relevant during the year include:

~ a full refresh of our risk appetite statements, led by the Executive Team with full Board participation,
ta ensure alignment with business strategy and the ongoing transformation activities as well as the

core requirements of business operations;

Il Setting risk appetite

B riskidentification & ownership

Il Risk assessment
. Risk response

B Monitoring, reporting
& escalation

External reporting

Principal risks
and uncertainties

- Full disclosure of
Principal risks for
external reporting

- Review and approval
by the Board and
Audit Cormnmiltee

- refinement of the suite of underlying business and functional risk registers to mirror changes in our
operating model, including the reset of Plan A and the need to manage climate-related risks and

opportunities,

- using our established crisis management response to immediately assess the risk consequences of

Russia's invasion of Ukraine; and

- re-evaluating the tools that suppaort the continued maturity and effectiveness of the established process.
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OVERVIEW OF PRINCIPAL RISKS
AND UNCERTAINTIES

Our principal risks and uncertainties have been assessed in accordance with the methodology outlined on the previous pages.
At an overarching level, three ongoing issues are having a pervasive impact on the risks being faced - the continually evolving nature
of Cavid-19, the further consequences of the Russian invasion of Ukraine, and the cost of living crisis emerging in the communities in

which we operate.

In previous disclosures we have explained how Covid-19 has had wide ranging consequences on our suite of principal risks and
uncertainties and was not, therefare, presented as a single principal risk. This has not changed. The same approach has also been
used in relation Lo the Russian invasion of Ukraine and the cost of living crisis, wilh Lthe consequences of both being captured inthe

relevant principal risks rather than shown as stand alone items.

THE CONTINUED CONSEQUENCES
OF COVID-19

THE RUSSIAN INVASION
OF UKRAINE
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The business continues to manage the
ongoing consequences of Covid-19 and
while these have, and may continue to
evolve, they have become intrinsically
linked with other prevalent external
factors contributing to current
unceriainty in the environment in
which we operate. These include:

- labour shorlages across transport,
distribution, manufacturing and
service industrics,

— threats to supplier resilience
and viability;

- centinued and changing lockdown
measures in a nurmber of countries;

— economic volatility;
— evolving customer behavicurs;

— disruption to the supply of
natural, refined and manufactured
resources and

— the threat of new variants,

Each of these potential risks are
incorperated, as needed, in the suite
of principal risks.

Russia's invasion of Ukraine has already
impacted our business and, while the
conflict continues, may continue to

do so. In line with our established ways
of working, the crisis management and
pusiness conlinuity protocols were
invoked at the time of the invasion and
provided the structure and governance
for our response and risk mitigation
plans including:

— prioritising the wellbcing and safety
of our Ukrainian colleagues in-country
and those working elsewhere in
the business;

— working with FIBA Group, our franchise
partner in Ukraine and Russia, to
understand the immediate and
longer-term business implications;

- reviewing ranges to identify products
that include materials or ingredients
from Ukraine, Russia or Belarus, that
could be impacted by shorlages or
corporate decisions Lo change supply
and, where needed, developing
alternative sourcing plans,

— protecting our brand and reputation;

- connecting with our customers
to understand their perspectives
and cxpectations;

- confirming our trade positicn in
Russia; and

- tracking the potential impact of
sanctions being introduced.

As explained elsewhere in this report,

we have also now made a decision to exit
from Russia. There may, however, be
further polential consequences from

the ongoing conflict. These have been
incorporated in the relevant principal
risks and include the:

— impact on our growlh strategy for
franchise operations;

- ongoing relationship with FIBA;

- effect on key materials and products
including sunflower ¢il, grains, natural
gas, fuel, fertiliser and nickel that could
impact the manufacture of products,
cost and avalability;

— additional pressurc on supply
chains creating a shortage of labour
and the potential risk of human
rights exploitation;

- safety and integrity of our food as we
substitute products from the countries
of conflict;

- related effects on wider inflation,
energy and raw material input costs;

- polentialimplications on cyber
security; and

- further glebal socio-political tensions
and fragility.

Due to the evolving nature of the
invasion, there is a risk of further impact,
and the business will continue to assess
the implications.
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STRATEGIC REPORT

OVERVIEW OF PRINCIPAL RISKS
AND UNCERTAINTIES CONTINUED

THE COST OF LIVING CRISIS

The combined impact of Covid-19 and
the Russian invasicn have, along with other
factors, triggered a cost of living crisis.

Rising energy prices, supply chain
difficulties, product shortages and labour
constraints are all contributing to
significant price inflation, and associated
rises in interest rates. This is now placing
real pressure on household budgets both
in the UK and in other markets, and
impacting all aspects of people’s daily
lives — adding significant challenges to
the choices they make, including where
and how they shop

The impact on our business will be
dependent on a number of key
factors including:

—- the speed and scale of government action;

— our ability to respond to the inflationary
pressures on both inputs and customer
pricing; and

— Lhe duration of the economic downturn,

KEY CHANGES TO OUR
RISK PROFILE

The above issues, and changes in our
business in the past year, have resulted
in the following key changes to our
risk profile:

— As the external environment grows
more turbulent cur trading
performance risk is bocoming
increasingly influenced by the
associated headwinds. As such this risk
has evolved from being primarily
nternally focused to the challenges
of maintaining perforrmance
improvement in a changing world,

- While our responsibility and
commitment on safety has always
covered all M&S products, our principal
risk disclosure provided a specific focus
on food safety. As we continue to
expand our range of products and
incorporate new acquisitions and
investments, often in non-food areas,
we have amended the risk to reflect
all product safety responsibilitios.

— The principal risk asscciated with
the UK's exit from the European
Union ("EU") has been refined to focus
on how we continue 1o adapt to the
complexily of moving goods across
the EU borders.

— We have refined the social, ethical
and environmental risk to focus
explicitly on climate change and
environmental responsibility.

This reflects the importance of
climate-related issues and better
aligns wilh the reset of Plan A Other
business responsibilitics continue

te be reflected within the corporate
compliance and responsibility risk.

~ Qur risk relating to technology and
digital capability had previously been
disclosed separately. This has now been
disaggregated and incorporated in
other principal risks including business
transformation, talent and capability
and information security.

— The positive cash generation over the
last two years (since the start of the
pandemic) has resulted in the liquidity
and funding risk being less prominent
than in recent years.

MONITORING OUR EMERGING RISKS

Our risks will continue to evolve as a
result of future events and, therefore, an
awareness of emerging risks is important
i driving effective strategic clanning. This
will allow us to monitor and understand
the potential implications and build these
into our decision-making processes at

tho right time. Key emerging risks include:

— the potential unknown and/or
unanticipated consequences from the
Russian invasion of Ukraing, including
these covered on page 47; and

— the impact of future regulatory
changes, including in UK corporate
governance requirements, adding
additional responsibilities Lo our existing
legal and regulatory compliance risk.

LINKING PRINCIPAL RISKS WITH OUR STRATECIC PRICRITIES

The table below shows how our principal risks align with our strategic priorities, described on page 6.

OCADO CLOTHING & INTERNATIONAL
MES FOOD transitioning to HOME on track  Building STORE  absorbing Brexit
high-performing  streng capacity for a more ROTATION related costs,
business growth post profitable pipeline driving  but embryonic
and market pandemic model capahle exit from global strategy
share growth reversion of growth legacy stores encouraging
Trading performance in a challenging environment v v v v v
Business transformation v v v
Ocado Retail v v
Talent and capability v v v v
EU border challenges v v
Business continuity and resilience v v v
Product safety v v v
Information security v v v
Corporate compliance and responsibility v v v v
Climate change and erwironmental responsibility v v v v
Liquidity and funding v v v v
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PRINCIPAL RISKS AND UNCERTAINTIES

RISK DESCRIPTION

'I An uncertain trading envirnment;

Our ability to deliver continued improvements in frading performance could be significantly affected by the

A individual or aggregate impact of an increasingly complex set of external facters. The ongoing conseqguences of
the pandemic, geo-political and economic uncertainties (both national and international) and the resultant cost of
living crisis, are combining to generate difficult and unpredictable headwinds.

Context

- M&S operates in an increasingty competitive sector against
a backdrop of continued cost ang pricing pressures,
changing consumer behaviours and a broad range of
rmacroeronamic nncertainties

— Qver recent months the conseguences of Covid-19 have
continued to evolve and combine with other external macro
factors to conlribute to wictespread, ongoing uncertainty
across the communities in which we operate, Continued
leckdown measures; labour shortages across transport,
distribution, manufacturing and service indusines; threats
to supplier resilience and viability, ongoing changes to
custorner behaviours; price inflation, including energy;
the potential for further interest rate rnises; increases in
taxation, sacio-potiticat tensions; and disruption to the
supply of natural, refined and manufactured resources,
have combined to create a challenging environment for our,
and all businesses, to operate within,

— The cost of living crisis will further influence customer
behaviour and buying choices which could impact our
performance and strategic decisions as we respond to
these changes

- The potential consequences of the Russian invasion of
Ukraine further highlight the fragility linked to high-impact
"shock” events. These include the long-term impact on our
franchise operations In the region, and on key materials
and products including sunflower oil, grains, natural gas,
fuel, fertiliser, nickel and microchips that could impact
manufacture, cost and avalabkility of products.

While the business has democnstrated continued resilience
in Lhe lace of this range of pressures, and remained relevant
to customers throughout the peried, conbinued turbulence
In the external environment could negatively iImpact

the business's ability Lo continue delivering an improved
trading perforrnance

In addition, the possibility of future new variants of Covig-19
cormbinad with restnclive government interventions,

either in the UK or other countries, could negatively impact
future performance

Operational oversight by Executive Committee

RISK MOVEMENT

M

itigations
Strong, vared and complementary seniar leadership
tearn capabilities.

Planned senior leadership continuity

An estaplished operating model consisting of a family
of accountable businesses who share M&S brand values,
support functions, technology and customer data

A clear three-year plan construcled te remain relevant to
the current challenges.

Improved budgeting processes, including detailed
sensitivity anatysis to anticipate the potential impact of
external uncertainty.

Formal operaling reviews for all business and functional
teams to enable effective executive oversight and
governance of each business.

Effective business continuity and crisis management
processes to support business-wide response to issues
as they arise.

Prioritised focus and discipline across the business on cost,
range, Lrusted value and availability.

Elfective and proaclive working wilh critical Lhird parties —

for example, a structured suvopber engagement programme

to both anticipate and support management of escalating
issues such as cost inflation

Cantinued commitment Lo intiatives that mamtain and
support improved and sustained customer engagement
including the Sparks loyalty programme, broader digital
engagement, personalisation of offers and shop your way.

. No change A New/evolving risk . Increased net risk exposure . Reduced net risk exposure
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RISK

Ow

DESCRIPTION

Business tranglormadion

A failure to successfully implement the suite of critical transformation projects could impact medium- and
longer-term growth ambitions. While each initiative is individually significant and has its own inherent risks,
the aggregate impact of simultanecusly delivering these challenging projects could also create further risks

to successful implementation

Context

While significant change is ongeing across the business,

the threc cntical projects underpinning ¢ur transformation

agenda comprise:

- modernising of our supply chain and logistics activities Lo
improve speed, cperational effectiveness and availability
and reduce costs;

- improving our IT infrastructure and underlying systems
while also adopting new technologies and digitat products
to support operational efficiency, improved data-driven

decision-rnaking, creation of a customer-centric "ecosyster’,

increased personalisation and the shilt to omni- channel; and

- reshaping and maodernising our UK store estate to be it
for the future, with the right sized stores in the right spaces,
supporting omni- channel growth and meeting the
expectations of our custemers

The ability to balance cost-effective programme execution
at pace and Lo deliver an timne, while also managing the
consequences of the externat pressures discussed above,

is key to improving operational efficiency, competitiveness
and growth. Any significant delays, failure to achieve Lhe
anticipated outcomes, or excess implementation costs could
alsoimpact delivery of the planned business benefits

Operational oversight by Executive Committee,
Property Committee

Ocade Retail

Mitigations

— Clear priortisation of the reguired transfaormation activities
as part of our three-year planning process

- Initiatives underpinned by functien-specific strategic plans
and leadership governance struclures,

- Dreaicated strategy and transformation roles to support
focus, consistency and challenge across our famity
of businesses

- Application of programme governance principles for all
core projects, with clear accounLabilties and milestones
in place

- Ongoing bencfits tracking of Initistives in line with spend
targets and value cutcomes.

- Periodic reporting on key business activities to the
Audit Committee

A failure to effectively manage the strategic and operational relationship with Ocado Retail could sigrificantly
impact the value of our investment, the achievement of our multi-channet food strategy, our Brand and our ability

to deliver sharcholder value.

Context
The investment in Ccado Retail is part of our stralegy for
Improving our onbine reach and capability.

There are three core aspects of our relationship with Ocado
Retail that the business s actvely focusing on

- developing our relationship with Ocado Retail and evolving
our ways of working to ensure alignment of slrategies in a
way that supports innovation and growth and prioritising
areas for future investment;

- planning for our long-term strategic relationship wilh the
partner, including its rote N the M&S ecosystem; and
rmaintaining a seamless supply process to support customer
fulfilment  exsling and in line with future growth  and
sceking opportunities to expand and refine product ranges

Operational oversight by Executive Committee,
representation on the Ocado Retail Board

RISK MOVEMENT

. No change

A Newfevolving risk ‘ Increased net risk exposure

50 Marks and Spencer Croup plc

Mitigations

- M&S neminated directors are part of the Ocado Retail
Board, with collective sign off of business plans directing
the growth of the business

Jointly agreed investment plans to support the continucd
investment in the Customer Fulfilrnent Centre network,
to expand presence in the ultra-fast grocery delivery
market and the planned migration ta the new Ocado
service platform

- Established data and technolegy interfaces with
Ocado Retall,
A dedicated M&S Ocado delivery team, supporled by
senior leadership, to coordinate sourcing, product
development, ranging, cuslomer data and marketing.

. Reduced net risk exposure
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DESCRIPTION

Tadertand capadidity

Aninability 1o atlract, retain and develop the right talent, skills and capabilities or to successfully adapt to the
expeclations of a post-pandemic labour market could impact the delivery of core operational activities and
longer-lerm strategic objectives, including aspects of our transformation programme.

Context
The business employs more than 65000 talented and -
passionate colleagues and remains an attractive brand

to future colleagues. However, the current labour market

cendilions create s heightened risk around recruitment.

The consequences of Lhe pandemic, Including skills
shortages and wage inllation, have conlobuled o a biglil
labour market in some key specialist areas (ncluding digtal,
technalogy and data science} and other critical operational
roles (such as in supply chain and logistics)

- Inaddition, colleagues and potential candidates are
demonstrating a preference for roles and employers that
offer increasing flexibility to suppoert life choices, work-life
balance and career development in addition to attractive
pay and benefits Linked to these influences, the need for -
cmployers Lo demonslrale a cullural alignment 1in other
areas such as sustainability, diversity and ethical valucs are
pecoming increasingly Important _

- The broader implications on thie availability of labour and
key skills post-Brexit also continue to be monitored.

To support the continued delvery of iImproved trading

performance and our transformation ambitions, it 1s essential

that we have the right processes in place, underpinned _

by effective technology, to identify, develop and retain

talented colleagues

Operational oversight by Executive Committee

EU berder chadlenges

Mitigations
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Direct Executive Commitiee ownership of Lhe people plan

Continued investment i internal and external talent to
strenglhen capability at all levels, develop our future
leaders and dnve internal career progression.

Ongoing delivery of improvements in core people
management systems and processes, Inctuding a refreshed
perfarmance and talent management process to drive
consistency and improved decision-making

An established colleague skiils framework to support
role-based performance, development and progression.

Cngoing review and rmaintenance of succession plans for
key roles

Continued investment in skitls and capakitilies wilh a
particular focus on driving digital literacy and capability
building.

Investrnent In pay and wellbeing benefits following
completion of a business-wide reward review

A focus on externally benchmarked, market-relevant pay
including full consideration of gender, ethnicity, disability
and age.

A well-established Business Involvement Group which s
actively involved in business-wide colleague engagement
and representation, ncluding at Board meetings
improved usage of our M&S Alumni community to cngage,
energise and re attract great talent.

A failure to manage the cost consequences and operational friction arising from the complexity of border
arrangements following the UK's exit from the European Union {EU} or further develcpments in the Trade and
Cooperation Agrecrment (“TCAY, including the Northern ireland Protocel, could have a significant and long-term

impact on our Irish business and overall trading performance

Context
The business cantinues to manage a range of complexities -
that have ansen following the UK's exit from the EUL

Key challenges include

- continued uncertainty as the requirements of the Northern -
Ireland Protocol evolve and our ability to implement
sustainable solutions to manage the iImpact on our lrish
business, including the movernent of goods across Lo the
Republic of Ireland, our largest EU export business;

- lurlher increases in the cost base following the intreduction
of checks to inbkound goods from the EU to the UK
(expected in 2022) and the consequent pressure on the
supply base including viability of suppliers and tne iImpact
on product avaiiability,

managing the consequences of introducing more locally
sourced products; and

- monitoring and implementing sclutions for any lenger-term
divergence of UKand EU rules that may add additional cost
and complexity to the business, particularly in Ireland.

Operational oversight by Executive Committee

Mitigations

Regular engagement with the Board to discuss the actions
being taken to manage evolving border chalienges by our
accountable businesses

Strengthening the management and accountabilities
of Insh operations to support targeted mitigation of costs,
including opportunities for local sourcing

Operation of a virtual customs warehouse cnvircnment and
implementation of an EU hub to mitigate tariff costs.

Continued engagemoent with key government departments
and other external experts to represent M&S views and
review our mitigation strategies. These include ministers,
ndustry bodics, the Border and Pratoceol Delivery Group,
the Department for Environment, Food & Rural Affairs
(Defra), HM Revenue & Customs, the Foreign Office, and the
Northern Ircland Executive

- Ongoing work with Defra and our supply base in readiness

for the ruies for moving goods from the EU to Great Britain.

Proactively managing our franchise arrangements
with partners
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DESCRIPTION

Business continuityy and resilience

Significant operational failures or resilience issues at key business locations, such as Castle Denington, our primary
online Clothing & Home distribution centre, or any of our key international sourcing locations, could result in
significant business interruption. More broadly, an inability to effectively respond to global events, such as the
pandemic or Russia's invasion of Ukraine, a shortage of raw materials or other producls used in our business,

or significant supply chain disruption, could also mmpact business performance.

Context Mitigations

The business has conlinued to demonstrate resilience through - Adedicated and experienced Business Continuity {BC)

the pandemic and In responding to other significant changes, team with established Croup Crisis and Incident

such as the Russian invasion of Ukraine however, threats to Management processes.

business continuily remain. - Risk-based BC assessments for stores, sourcing offices and

- As our online business grows, the potential risk linked to our warehouses and validation of key supplier arrangements.
sales and growth ambitions from a sustained period offune - Up-to-date BC plans for key aclivities across our operations,
or an inability to fulfil c)nune_orders due to_a major incident including offices, warehouses and IT sites, that continue to ?
at aur Castle Donington fulfilment centre increases. evolve In response to new threats including, where needed,
Ihe loss of, or major disruption at other locations, such as primary work with critical third parties.
supply countries like Bangladesh, China or SriLankarthe dedicated | grpanced capabilities at Castle Donington to manage
warehouses that store specific food products in the UK; or technalogy failure and fulfilment capabitities through
support facilities {such as IT), could also impact us significantly. in-store fulfilment and the use of other warehouses in

- A specific, unexpected or unplanned shortage of product our network.
or malerials such as those being ;reated by Russia’s invasion Proaclive test ing of plans for key business continutly
of Ukraine (including sunflower oil or fertiliser), or the global risk scenanos.

shortage of microchips, could also impact core trading or
transformation activities.
- The potential widespread conseguences from currently

unknown/new Covid variants on both our business and trird !

parties could also havg severe operational consequences. the Retall BC Assocation, government led forums
. . ) and membership of the National Counter Terrarism

In addilion, our dependency on major third parties means Information Exchange

that significant incidents, leng-term resilience ssues and

recaverability in these businesses would also impact our own.

- Live digitai platform to support the business continuity
QOVErnance programme.

- Active engagement with externat organisations including

- Enhanced incident reporting with live data-driven dashboard

Operational oversight by Executive Committee,
Crisis Management Team

Product; sndety and integrity

Failure to prevent and/or effectively respond to a food or product safety incident, or to maintain their integrity,
could impact customer confidence in our brand and business performance.

Context Mitigations

- The safety of our products - food and all other product Group-wide assessment of all safety risks with specific
categories - 1s vital far our business and we need to Executive Committee and business unit ownership
effectively manage the potential risks to custormer health — Relevant Safety PPolicy and Slandards, Terms of Trade,
and safety and consumer confidence that face all retailers product safety and “from farm to fork’ specificalions with

- This includes consicering how external pressures, inciuding clear accountability set at all levels, including processes
cconomic and environmental changes, could impact the to comply with overseas requirements.
integrity of our praducts and the ability to effectively - Compliance standards included in contracts with
operate and maintain atl key controls throughout the third-party brands.
supply chain .

. - Risk-based store, supplier and warehouse audit pregrammes

These external pressures, Including the ongoing compeeted by inoependent third parties and own second
consequences of the panderic, nflationary costs, line functions, nctuding franchise operations

labour quality and avallability, and regulatory changes,
are becorming increasingly acute. While some of these
events are outside of our control, they must nevertheless
be monitored and mitigated against

- Established processes for the development of products
and tne associated packaging, Including independent
review and approval befare launch

- Qualified Food and Product Technology teams with access
to external experts where appropriate

- Regular engagement with expert bodies and third-party
consultants to understand and respond to changes In
safety stangards.

Operational oversight by Executive Committee, Group Safety - Tested crisis management plan for safety incidents

Committee, Consumer Brand Protection Committee - Monitoring of product guality and customer complaints.

RISK MOVEMENT

. No change

A Newfevolving risk . Increased net risk exposure . Reduced net risk exposure
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DESCRIPTION

Infermation seomnity

Failure to adequately prevent or respond to a data breach or cyber-attack could adversely impact our reputation,
result in significant fines, business disruption, loss of information for our customers, employees or business andfor

loss of stakcholder and customer confidence.

Context

- The sophistication and frequency of cyber attacks in the retal
industry continue to increase and Mighlight an escalaling
information security threat. This threat s further exacerbated by
the pandemic and other exlernal events, such as the increased
threat of ryber warfare Unked to current global uncertainty

- Aswe continue to use data more intelligently across the
business, move away from legacy systems to new
technology and digital solutions, transition Lo the cloud,
enhance omni-channel customer experiences and build a
proader “ecosystem”, the profile of information security
and the overall threats landscape will continue to change

- Qur reliance on several third parties hosting critical services
ang holding M&S and customer data also means that
continued assessmenl and moniloring is required to ensure
that vulnecrabisities in their cyber and data controls do not
impact us or our customers

- Longer-term changes such as the increase in customers
using e-comrmerce, the growing number of digital and
mobile shopping channels, the development of new
technologies and digital touchpaints, and perrmanent
changes in the pattern of office/home working, will all
continue to impact the overall risk.

Operational oversight by Executive Committee
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itigations

Infarmation secunty and data protection policies in place,
with a mandatory training programme for colleagues
Inforrnation Secunty function, with multidisciclinary
specialists, supported by a 24 hour Security Operatians
Cenfre and mature ingident management plan,

Network of Data Protection Otficers in prionty
business areas

Continued delivery of our improverment pregramme with
prioritised Investment in response to anincrease in security
events, breaches and the potential threat of cyber warfare.

Risk based cyber security assurance programme, including
assessment of controls in overseas locations

Information security obligalions included in third party
contracts with a nisk-based assurance programme to
monilor our exposure

Active monitoring of our Lhreat environment

Focused securily assurance, architecture and hygiene
around our digital product lifecycle, aperations model

and significant change activities, ke omni-channel and
new technologies

A failure to deliver against cur legal and regulalery obligations or breader corporate responsibility commitments
would undermine cur reputation as a responsible retailer, may resull in legal exposure or regulatory sanctions, and
could negatively impact our ability to operate and/or rermain relevant to our customers and other stakeholders.

Context

— The increasingly broad and stringent legat and regulatory
framework for retallers creates pressures on business
performance and management of market sentiment reguiring
frequent changes or improverneants in how we operate.

- New and evalving regulatory requirermnents include:
restnictions on the promotion of foods high in fat, sugar
and salt becoming effective from Oclober 2022, sancticns
and export controls Linked to Russia; extended producer
responsibility for packaging plastics recycling targets; the
proposed EU Directlive on corporate due diligence and
accountability in the supply chain; anticipated changes in
UK corporate governance requirements, development of
Taskforce on Climate-related Financial Disclosures (TCFD)
requirements, and potential new reporting under the
Taskforee on Nature-related Financial Disclosures.

~- The diligence required to rermain cormpliant is also impacted
by the global nature of activities, particularly our supply
chains, where changes in the external environment and
challenging economic conditions, including the impact af
Covid-19 and the Russian invasion of Ukraine, leave ethical
and social responsibilities open to a heightened nisk of
rmismanagement ar exploitation

— Non-compliance rmay result in fines, cririnal prosacution
for M&S or colleagues, litigation, additionat investment to
rectify breaches, disruption or cessation of business activity,
as well as impacting our reputation

Operational oversight by Executive Committee, Group Safety
Comimittee, Consumer Brand Protection Committee, Bank and
Services Compliance Monitoring Committee, Fraud Committee

M

itigations

Code of Conduct in place and underpinned by policies and
procedures in core areas of regulation and responsibility
that 1s shared with suppliers and Lhird parties where relevant
and published externally.

Group-wide mandatory training programme for higher-risk
regulatory areas, like health and safety, anti-bribery and
corruption, data privacy, and information security
Established in-house regulatory legal team in place,
inctuding specialisl solicitors

Dedicated subject-area leaders embedded in the business.
Continuous horizon scanming, including menitoring of
sanctions and expaort controls.

Risk-based assurance and manitaring systems in place
covering legal and regulatory compliance, and ethical and
social cansideralions, including for our overseas operations
and suppliers.

Cross-business Fraud Committee and controls framework.
A Confidential Reporting line to allow colleagues and other
stakeholders to report areas of concern, including breaches.
Established Warker Voice programme in the Food business
and transparency iNitiatives within Clothing & Horme

Active monitoring of customer feedback and public
sentiment on compliance and responsibility, ncluding
social media trends,

Proactive engagernent with regulators, legislators, trade
bodies and policy makers
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Climate change and environmentad responsibidity

Aninability to reduce the environmentalimpact of our business and progress towards our net zero targets,

A

including those linked to our supply chains, as well as managing the consequences of climate change on our
business, would fail to meet the expectations of our customers, colleagues, investors and other stakeholders,

impacting our brand, future trading performance and other business costs, including financing.

Context

— We operate in a world and secter with increasing pressure
from carbon-conscious customers, iInvestors and
government bodies to operate in a more environmentatly
conscious manner, where sustainability forms a core part
of decision-making. This includes, for exarmnple, our response
to the growth in the circular economy, waste reduction,
low-carbon products and use of recycled fabrics.

- Future business performance will be impacted by our ability
to effectively manage the transition to a low-carben
economy - balancing commercial decisions with
environmental responsibility, agreeing business-wide
decarbormisation priorities and managing changes in
customer preferences. This includes management of the
increasing costs associated with sustainable materials,
recycling, carbon pricing and further technologicat,
policy and regulatory interventions.

Early engagement and planning with partners and
suppliers to supporl their decarbonising activities is also
becoming increasingly important in the delivery of our

net zero commitment.

From an operational perspective, the physical impact of
chmate change on the avalability of raw materials and food
products, the gecgraphy of the locations from which we
source and operste, and the condition of our buildings will
need to be managed effectively to reduce the impact on
trade and the income staterment

Cperational oversight by ESG Committee

Mitigations

Established Plan A programme with clear accountabilities
for each area of the business relating to our environmental
objectives

Net zera targets agreed with the Board.

Algnment of carbon commitments with our revolving
credit facility.

Appontment of ¢.120 cross-business carbon champions,
and launch of an internal Grecn Network with ¢600
cross-business colleagues.

Established product and raw material standards and
processes oullining environmental and sustainability
consigerations for own activities and the supply chain.
Clothing Quality Charter and Envircnmental and
Chemical Policy in place for all suppliers

ESC Committee, with Boara membership, in place to
oversee the delivery of our carbon commitments and '
broader ESC risks,

Deveioped our response to TCFD including guantitative
scenario analysis In key areas (cotton, animal protein and
properly) to enhance externat reporting

Inclusion of specific cimate related risks and mitigations
Linked to Plan A in business and functional risk registers

Linkage of financing with the delivery of our net zerc roadmap.

An inzbility to maintain short- and long-term funding to meet business needs or to effectively manage associated

Context

- While active managemecent of our cash, liguidity and debt
paosition through the pandemic and an improvement in trade
have resulted In a strong cash performance, we maintain a
continued focus on our liquidity and funding requirements

- Availability of, and accoss Lo, appropnate sources and levels
of funding remain vital for the continued operation of
business activity and the next phase of our transformation
Our ability to repay debt and fund working capital, capital
axpenditures and other expenses depends on our aperating
performance, ability to generate cash and to refinance
existing debt
We also have pension fund commitments that require active
management and rnanitoring

Operational oversight by Executive Committee

RISK MOVEMENT

‘ No change

54

A New/evolving risk . Increased net risk exposure
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risks could impact our ability to transform at pace, as well as have an adverse impact on business viability.

Mitigations

A £850m undrawn, revolving credit facility and £11879m
of cash and cash equivalents

Review and refinement of our three year plan, linked

to strategic priorities, with sensitivity anatysis to assess
theimpact of the changing ecenomic envirgnment.

Continued focus on working capital management to
continue to iImprove cash flow and reduce reliance on
bank facilities.

Ongong scrutiny and challenge of discretionary
expenditure and capital spend controls that were
strengthened during the pandemic

Close monitoring and stress testing af projected cash and
debt capacity, financiat covenants and other rating metrics

Treasury operations are rmanaged and monitored in Line
with a Board approved Treasury Policy

Frequent engagement and dialogue with the market and
rating agencres

. Reduced net risk exposure



OUR APPROACH TO ASSESSING LONG-TERM VIABILITY

The UK Corporate Covernance Code requires
us Lo issue a “viability staternent” declaring
whether we believe the Croup can continue to
operale and meet its liabilities, taking into
account its current position and principal risks.
The overriding aim is Lo encourage directors Lo
focus on the longer term and be maore actively
involved in nsk management and internal
controls. In assessing viabitity, the Board
considered a number of key factors, Including
our business model (see page 9), our strategy
(see page 6), approach to risk management {see
page 45) and our principal risks and
uncertamties (see pages 17 to 54).

The Board is required to assess the Croup's
viability over a period greater than 12 months,
and in keeping with {he way that the Board
views Lhe development of our business over the
long term, a period of three years is considered
appropriate for business planning, measuring
perfarmance and remuncrating at a serior level
I his three-year pertod aligns to the Group's
annual sirategic review exercise conducted
within the business and reviewed by the Board,
and captures a large proporbion of the Croup's
investment into 1ts ongoing transformation
programme as well as Lhe renewal of its
December 2023 bond.

The Group successfully renegotiated its
revolving credit facility ("RCF™} in December
2021, which is set to run until June 2025, and
replaces the facility which was due to mature in
April 2023 The new facilily contains a financial
covenart, being the ratio of earnings before
Interest, tax, depreciation and amortisation; to
net interest and depreciation on right-of-use
assets under IFRS 16. The covenant Is mecasured
semr annually

The Group continues to maintain a robust
financial position, providing it with sufficient
access to liguidity, through a combination of
cash and commitled facilities, to meet its needs
inthe short and medium term_ At 2 Apnt 2022,
the Group had further strengthened its
available Liguidity over the year to £2.1bn

{last year: £1.8bn). Furthermore, the Group’s
strong free cash flow generation has driven a
reductionin net debt of £8171m to £2,698.8m
at 2 April 2022

For the purpose of assessing the Croup's
viability, the Board identilied Lhal, although

all of the principal risks delailed on pages 47

to 54 could have an impact on Group
performance, the following risks pose the
greatest threat to the business model, future
performance, solvency and liguidity of the
Group and are therefore the most important to
the assessment of the viability of the Croup

- Maintaining trading perfarmance in an
increasingly challenging environment.

- Business lransformation,
Ocado Ratail
Talent and capability

In assessing viabilily, Lhe Board considered the
position presented in the approved Budget and
[hree Year Plan The process adopted to
prepare the financial model for assessing the
viability of the Greup involved collaborative
input from a number of functions across the
business to model a severe but plausible
downside scenario.

The severe but pilausible downside scenario
includes the following assumptions.

- There will be a period of economic recession
inthe UK 1n 2022/23 and 2023/24 (following
the impacts of the Covid-19 pandemic, the
unfolding humanitarian crisis following the
invasion of Ukraine and Lhe subsequent
sharp increases in the cost of living), resulting
ina decline in sales of 4 0% per annum,
across all three business units.

Utilities, fuel and other costs Increasing by
over £50m in aggregate across 2022/23 and
2023/24

- Inaddition, a delay on transformation
benefits results inincremental sales
expected from the transformation declining
by 10%, 20% and 40% respectively across the
three-year period across both Food and
Clething & Home business units.

Other scenarios linked to key principal risks
were also considered. However, the estimated
financial impact of these risks cumulatively
was comparabie ta the severe but plausible
downside scenario outlined above. Mareover,
the likelihood of these risks accurring
concurrently would be so remcte as to be
considered a “black swan” event As aresult,
further detailed modelling was not performed.

The Board has also considered the potential
impact of changes to environmental factors
which may affect the business modeland
performance in the future. As set out in the
Taskforce on Climate-related Financiat
Disclosures ("TCFD™) section on page 72,

no malerial impact on the Croup's financial
performance 1s considered to exist in the
short term

The impact of the severe but plausible
downside scenaric has been reviewed against
the Group's projected cash flow position

and financial covenant over the three-year
viability period. In the evernt of this scenano
rmaterialising, mitigating actions would be
available, including, but not limited to, a
reduction in labour, technology and head office
costs, as well as deferring or cancelling
discretionary spend (including discretionary
bonuses) and reducing capital expenditure.
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As a result, even under this scenario, which the
Board considers to reflecl a plausible, but
remote, outcome, the Group would continue
tovhave sufficient Liquidity and headroom on its
existing facilities and meet the measurement
criteria against the revolving credit facitity
financiat covenant. The Audil Committee
reviews the output of the viability assessment
in advance of final evaluation by the Board
The Board have also satisfied themselves that
they have the evidence necessary to support
the statement 1n terms of the effectiveness of
the internal control envircnment in place to
mitigate risk

Reverse slress testing has also been applied to
the model to determine the decline in sales that
the Group could absorb before breaching any
financial covenants Such a scenario, and the
sequence of events which could lead tait, 1s
considered to be extremely remote, as it
requires sales reductions of c.15% per annum
compared to base expectations with no
mitigations mplemented before thereis a
breach in financial covenants. While the
occurrence of one or more of the principal risks
has the potential to affect future performance,
none of them are considerad Likely either
individually or collectively to give nse to a
trading detenoraticn of the magnitude
Incicated by the reverse stress testing and to
threaten the viability of the Group over the
three year assessment penod

Having revicwed the current performance,
forecasts, debt servicing requirements, lolal
facilities and current liguidity, the Board
oxpects the Group to have adequate resources
to cantinue In operation, meets its Labilities as
they fall ¢ue, retain sufficient avallable cash
across all three years of the assessment period
and not breach the covenant under the
revolving credit facility. The Board therefare
expects the Group will rermain commercially
viable and the Viability Statement can be
found an page 1M1

The Strategic Report, including pages 2 to 55, was approved by a duly authorised Committee of the Board of Directors on

24 May 2022, and signed on its behalf by

Ao

Steve Rowe, Chief Executive
24 May 2022
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GOVERNANCE

CHAIRMAN'’S

GOVERNANCE OVERVIEW

As cutlined in my Chairman’s letter on
pages 2 to 3, macrg events have had a
significant impact on the business this
year. My role, and that of the Board, has
been to guide our way through these
varied and challenging headwinds;
ensuring our overarching strategy stays
the course. Simultaneously, your Board
has remained ready to respond and to
adjust for external factors threatening
to derail us.

In keeping with the demands made on

the Board in these recent, turbulent years,

circurnstances have made it vital we
remain highly engaged We have been
flexible with our time to support and
chaltenge senior leadership, to ensure
the continued acceleration of our
transformation programmes, and not
only to react to events, but have our
eyes firmly fixed on the horizon into
2022 and beyond. Naturally, we continue
to fulfil our other core duties to oversee
M&S™ governance, Culture, financial
controls, risk and change management.

The Governance section that follows is
by intention concise, in keeping with cur
approach in previous years. Further detail
on the Board, its Committees and our
governance framewerk are available at
marksandspencercom/thecompany.

NAVIGCATING HEADWINDS

The Board has had to remain vigilant
alongside management this year and to
stay abreast of current events impacting
the business We continue to deal with
uncertainty in our European supply chain,
as we enter the fourth Brexit extension
period before complete customs

checks are implemented. Meanwhile, we
cxperienced a positive trading response
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when Covid-19 restrictions were lifted at
the start of 2022, but trading in the fourth
quarter then slowed, with consumers
conscious of cost of living increases
amidst inflationary pressures.

The Board has proactively discussed

with management how best lo trade
through these macro impacls, resulting

in detalled stakeholder discussions in line
with Section 172(1} of the Companies Act
2006 (*s.172(1)). There has been no “one
size fits all” answer across the business,
and inevitably trade-offs between our
stakeholders have been made. These have
keen allied with our strategic objectives
and have included measures such as price
and margin protections, supplier support
and buying process improvements.

The invasion of Ukraine has materially
impacled the business, as we have
franchise agreements in both Ukraine

and Russia. While we felt it was important
to supeort colleagues and continue to
trade in Ukraine for as long as possible,
events have made that impossible The
Board and | are nonetheless heartened

by the response from our customers and
colleagues who have donated significantty
to the aid effort. You can read more on our
response on page 5.

Meanwhilg, we have suspended shipments
to our Russian franchise partner and
directed them to cease trading. The resuit
of this decision is that, following legal
negotiations with our franchise partner,
we have reached a settlerment to exit fully
our Russian franchise. While our franchise
agreement was not captured under the
sanctions regime, we strongly kelieve it is
right and just to ensure we are not trading,
even indirectly, in that jurisdiction while
the war in Ukraine is ongoing.

“ THE BOARD’S ROLE HAS BEEN TO
GUIDE THE BUSINESS THROUGH
CHALLENGING HEADWINDS.

Arohie: Norman, Chairman ”

NEW LEADERSHIP

Shareholders will have noted cur recent
announcement of a new leadership team
structure. Before | outline this, I first want
to express my and the business’ thanks to
Steve Rowe, our outgoing Chief Executive
Officer. Steve has been a magnificent
servant of M&S, dedicating 40 years to the
Company, coming from the shop floor to
lead the business. His career is testament
to the opportunities M&S can provide for
great people to succeed. The M&S he took
over was in parlous shape and throughout
my Lenure as Chairman, he has been
fearloss in facing into the challenges and
has delivered massive progress.

Jo replace Steve, we have chosen to
promaote our internal talent. With effect
from 25 May 2022, Stuart Machin has
become Chief Executive Officer, taking
responsioility for day-to-day leadership
of the business and the Executive
Commitiee. He continues to have
aversight of his current portfolio of
responsibitities, including leadership of
the Food business, Operations, Property,
Store Development and Technology,
and will also take responsibility for HR
and Corporate Communications Katie
Bickerstaffe has become Co-Chief
Execcutive Officer, with 2 particular focus
on driving the future of Digital & Data,
and of our global omni-channel busincss.
She retains her existing portfolic of
responsibility for Clothing & Home,

M52, International and Financial Services.
Eoin Tonge has become Group CFO &
Chief Strategy Officer, In addition to his
current responsibilities, he will play an
enhanced role in leading the future
development of the business and will
also take on oversight of Plan A.




MA&S is now embarking on the second
phase of its transfarmation programme
“Shaping the Future”. The Board's view

is that, under the leadership of Stuart,
Katie and Eoin, the business has made
remarkable progress and that continuity
of strategy and leadership is the best
approach for the Company. Bringing
together these three cutstanding leaders
will provide the stability, pace and
bandwidth reguired to accelerate the
pace of change.

I'would atso like to note the contrnbution
Andy Halford has made to the Board.
Neting that his tenure has now reached
nine years, he will be stepping down as
Chair of the Audit Committee, with Evelyn
Bourke replacing hurn as Chair. Having
reviewed and confirmed that Andy
remains independent, the Nomination
Committee agrees that his role as Senior
Independent Directar ("SID™} 15 an
important constant while new Board
members settlc into their roles. He will
therefore rernain as SID and 2 member of
the Audit Cammittee for a transitionary
period, and will leave the Board by the
end of 2022.

Board and Executive Committee
biographies can be found on pages 60

to 62. Full details of these Baard and
executive changes, our assessment

of the balance of leadership skills and
experience, and our talent and succession
processes, can be found in the Nomination
Commitice Report on pages 66 to 69

BOARD ACTIVITIES AND
CONSIDERATION OF STAKEHOLDERS

The Board's focus during the year

has been to accelerate the Company's
pursuance of its strategic priorities,
while steering through macro-induced
headwinds. In our meetings, we have
continued our approach of considering
“strategic deep dives” presented by all
areas of the business, which we have
then debated and challenged. All while
being mindful of the impact of any
decisions made on the business’ various
stakeholders and on its long-term,
sustainable success, in line with s.172(1).

An overview of the range of matters that
the Board discussed and debated at its
rmeetings during the year can be found
on pages 63 tc 64.

The Company’s s.172(1} statement is
available on pages 32 to 34

EMBEDDING ESG

AGM: STAYING DIGITAL

As explained in last year's Annual Report,
the Board's Environmental, Social &
Governance (‘'ESC™) Sub-Committee

was ostablished to assist the Board in
providing focus and oversight of the Plan
A programme, both in its reinvigoration
and its ongoing effectiveness. The report
of the ESC Cormmittee for 2021/22 is
available on pages 70 to 77.

In demonstration of our commitment to
ermbedding ESC across the organisation,
sustainability 1s now one of the five
strategic pillars comprising our corperate
purpose. Furthermore, the business
negotiated and entered a sustainability
linked financing agreement for the first
time While we have strides to take on our
Plan A agenda still, the Board, with the
suppoert of the ESC Commitlee, are
focused on delivering tangible progress
in the year ahead.

FUTURE SHAPING GOVERNANCE

The Company has made a number of
strategic inveslments during the course of
the year, following the acquisitions of 50%
of Ccado Retail Limited in 2019 and of the
Jaeger brand in 2020. In partnership with
True Capital, we became the cornerstone
investor in a Direct-to-Customer {"D2C")
focused fund We have also acquired a
minority stake in Nobody's Chila Limited,
an exciting eco-conscious, affordable
fashion brand, and have become the
majorily cwner {(with a route to 100%
ownership) of The Sports Edit Limited,

an activewear platform with proven
capability in lbrand curation and
emerging brand identification.

Each of these investments is unique and,
as such, the governance arrangements
supporting them are bespoke for the
nature of the investment and lifecycle
of the businesses. This has reguired the
Board to ensure we have the appropriate
controls in place, not only to mitigate
risk, but also to be a supportive and
productive strategic investor.

DIVIDEND

While the balance sheet is strengthening,
the Beard and | believe on balance, and

in line with our approach last year, that
non-payment of a dividend is appropriate
for the 2021/22 financial year. This
continues to be one of the proactive
steps we are taking to ensure the business
is sel up for success in the future.

The Annual General Meeting (AGM”)
provides investors with a valuable
oppeertunity to communicate with the
Board. We have learnt in recent years that
digital meetings are more cngaging, more
democratic, and allow us to communicate
and hear from more of our shareholders,
with participation levels trebled at last
year's meeling compared with the last
physical meeting. In recognition, we will
be conducting this year's AGM digitally
once again We strongly believe digitally-
enabled meetings should become the
default across the FTSE and | encourage
other companies to follow our example.

In agdition to being able to vote and
subrmit questions electronically in
advance, all shareholders will be able

to join the meeting online to hear from
Stuart, Katie, Eoin and me, ask questions
and vote on our resolutions.

FINYNEIAOD

We wilt be joined by Anita Anand who wilt
be acting as your sharcholder advocate,
sharing your views and guestioning me
and the Board on your behalf. If yvou
would like us to hear from you directly,
you also have the option of dialling in
and asking your guestion live on the day,
or submitting a video guestion to be
played to the Board for response during
the rmeeting. | look forward to hearing
from you all then.

Information on how to participate
electronically, both in advance and on the
day, can be found on pages 208 to 209.

e il

Archie Norman, Chairman

UK CORPCRATE
GOVERNANCE CCDE

The UK Corporate Governance Code
2018 (the “Code™) which is available

to view on the Financial Reporting
Council's website is the standard
against which we measured ourselves
in 2021/22.

The Board confirms that we complied
with all of the provisions set out in
the Code for the period under review.
Details on how we have applied the
principies set out in the Code and
how governance operates at M&S have
been summarised throughout the
Directors' Report. Our full Corporate
Covernance Staterment outlining

our compliance is available online at
marksandspencercom/thecompany.
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GOVERNANCE

LEADERSHIP AND OVERSIGHT

Our governance framework facilitates responsive and effective decision-making,
ensuring that the Board and its Committees, the Executive Committee and senior management are
able to collaborate proactively, consider issues and respond.

@ BOARD COMMITTEES

@ BOARD

@® EXECUTIVE COMMITTEE

The Board is supported by its sub-
committees in discharging its duties.
At each Board meeting, the Chairs of
the Committees provide an update on
their Committes activities.

Audit Committee @ seep7s-84

Responsipte for monitoring the integrity
of the financial statements, reviewing
the Croup's risk framework and

internal controls and maintaining

the auditor relationship.

Remuneration Committee @ See p85-107
Responsible for remuneration policy,
performance-linked pay schemes and
share-based incentive plans

Nomination Committee ) See p&6-69

Responsiple for reviewing Board
composition and diversity, proposing
new Board appointments and manitoring
the Board's succession needs.

ESG Committee © Ssee p70-77

Responsible fer ensuring the Company’s
ESG strategy remains fit for purpose, and
plans are in place and reported on. Advises
the Audit Committee on ESG-retated risks,
including climate-related issues.

Disclosure Committee

Responsible for determinng the
disclosure treatment of material
informaticn and identifying
confidential and inside
information for the purpose

of maintaining project lists
compliant with the UK Market
Abuse Reguiations.

@ SENIOR LEADERSHIP FORUMS

The Board is responsible for establishing
the purpose, values and strategy for the
M&S Group, ensuring our culture is aligned,
overseeing our conduct and affairs,

and for promoting the success of M&S

for the benefit of our members and
stakeholders. The Board discharges some
of its responsibilities directly and athers
through its sub-committees.

Terms of Reference for the Board and
its sub-committees are available in our
governance framework, published on
marksandspencer.comfthecompany.

Execution of the M&S strategy and
day-to-day management is delegated

to the Executive Committee, and
subsequently to senior leadership forums
where relevant, with the Board retaining
responsibility for overseeing, guiding and
nolding rmanagerment to accournt.

Governance
at M&S

SENIOR

LEADERSHIP
FORUMS

The Executive Cormnmittee ("ExCo™) is

our leadership team responsible for
executing strategy. It rnanages, monitors
and provides the executive input
underlying M&S' strategic and operational
decisions, ensuring strong executive
alignment on business priorities,
investments and actions.

During the year, the ExCo consisted of the
CEQ, CFC, Chief Operating Officers, and
the Marnagmg Directors of each business
unit. Authority is conferred on the ExCo
by the Group Delegation of Authority,

as approved by the Board.

The ExCao reviews strategic opportunities
and initiatives from the Group's key
businesses and centratised functions,
ensuring these contribute to and

elevate the Board's overarching strategy.
In addition, and in suppaort of the Board's
purpose, values and culture setting,

the ExCo is responsible for atl colieague
matters, including the structure and
operation of the HR function throughaout
the business, the development and
monitoring of cutture and values,

and reviewing talent and leadership
development and succession plans
below ExCo level.

Underlying this governance feedback loop
between the Board, its sub-committees and
the ExCo, there are forums comprising senior
rmanagerment supporting each of these
qoverning bodies,

Primarily, each of the Group's key business
units have “Operating Review” meetings with
streamlined memberships. Their main remit is
management of key trading and operational
matters, with decision-making delegated to
them by the Group Delegation of Authority
and underpinned by business unit Delegations
of Authority.
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Additional forums support on specific
projects, business needs, or strategic
priorities, meeting as and when required.
Examples include:

Property Committee

For reviewing and approving property
investments,

Digitat Board

For driving the Company's “Digital First”
agenda across the Group.

Brand Forum

For reviewing use of the M&S brand, as well
as considering use of third-party brands.

People Forum
For driving the people and culture agenda
across the Group.

Fraud and Loss Committee

Far pulling together all fraud related
governance activities, reporting directly into
the Audit Committee.

Compliance Monitoring Committee
Oversight of credit broking activities within
the Group, as regutated by the Financial
Conduct Authority.

Plan A (Net Zero) Steering Group

Far mobitising action across the business
on our net zero roadmap, updating the
ESG Committee on progress.




BOARD COMPOSITION
AND MEETING ATTENDANCE

BOARD MEETING ATTENDANCE AND DIRECTOR RESPONSIBILITIES IN 2021/22

Dunng the year, the Board held 12 scheduled
meetings for which individual attendance 1s
set out below

Sufficient time is provided, periodically,
for the Chairman to meet privately with the

e For information on what the Board did
during the year, s¢e p63-64.

Senior Independent Director {"SI1D7) and the
non-executive directors to discuss any
rmatters ansing.

INYNYIAQD

m

Maximum Linked ta
CHAIRMAN Attended possible Independent Responsibility in 2021722 remuneration
Archie Norman® 12 12 Board governance and performance
Shareholder engagernent
* Considered independent on appointment,
EXECUTIVE DIRECTORS
Chief Executive 12 12 Group performance and management v
Steve Rowe Executive Committee leadership.
Chief Financial Officer 12 2 Croup Ninancial performance, nsk management and o
toin ionge investor relations Strategy and transformation planning.
NON-EXECUTIVE DIRECTORS Role at Board meetings
Full Year Independent non-executive diractors assess, challenge and monitar the
execyutive directors’ delivery of strategy withun the nisk and governance
Evelyn Bourke 12 12 v structure agreed by the Board
Andrew Fisher 12 12 \/ As Board Committee members. directors also review the integrity of
the Company's financial information, consider ESG issues, recormrnend
Andy Hatford 12 12 \/ appropriate succession plans, momtor Board diversity and set the
directors remunaration
Tamara Ingram " 12 v
Justin King 12 12 v
Sapna Sood e 12 v
Appointed in 2021/22
Fiona Dawson nw 10 v

* Unable to attend one meeting due to participation inresidential course on behalf of M&S
**  lnable to attend one meeting due to external board commitrnents
“** Attended 24 May meeting as an observer prior to appointment

STANDING ATTENDEES

Responsibility

Nick Folland - 12 12 Advising the Board on alt legal and corporate governance issues,

Ceneral Counscl & Company Secrelary including sustainabitity and Plan A

EXECUTIVE COMMITTEE - ATTENDED BY INVITATION Role at Board meetings

Sacha Berendji 4 The ExCo cornprises the Company's senior leadershup team below Board
tevel and 1s tasked with running the day-to- day operations of the business

Katie Bickerstaffe 1" and faciiitating delivery of the strategy as approved by the Board

Faul Erist 5 Members of the ExCo attend Board meetings by invitation to present

autFnston and discuss matters of strategic importance.
Stuart Machin 10 Direct reports to ExCo members also attend Board meetings by invitation
- as and when inputs required on their specific areas of expertise
Richard Price 5

Note The tables above provide detals of scheduled mmeetings held nthe 2071/77 “inanclal year

Monitoring non-executive
director independence

The Board reviews the independence of its
non-executive directors as part of its annuai
Board Effectiveness Review. The non-executive
directors also meet annuaily, led by the SID,

to conduct the Chairman’'s appraisal. The
results of the meeting are then fed back

to the Charrman by the SID.

The Chairrnan was considered to be
independent on aprointment and s
committed to ensuring that the Board
comprises a majority of independent

nan-executive directors who objeclively
challenge management, balanced against
Lhe need te ensure continuity on the Board.

The Company maintains clear records of
the terms of service of the Charrman and
non-executive directors to ensure that they
continue to meet the requirerments of the
UK Corporate Governance Code.

Neither the Chairman nor any of the
non-executive directors have exceeded the
maximum nine-year recommended term of
service set out in the Code, with the exceplion
of aur longest-serving non-executive director,

Andy Halford, While Andy's tenure has

now reached nine years, the Nomination
Committee has reviewed and agreed he
remains independent, and his role as SID

is an important constant while new executive
Board members settle into their roles.

As such, the Beard considers that all of its
non-executive directors continue to
dermonstrate independence.
@ For information on the skills and
experience of each director,
see p60-62. For more information
on director tenure see p67.
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GCOVERNANCE

OUR BOARD

This is our Board as it operated during the year. To see changes for the new financial year please see page 62.

1. Archie Norman Chairman o
®

Appointed: September 2017

Career and external appointments:

Archie is an experienced Chairman and
former Chief Executive having led major
transformation programmes at ITV, Lazard,
Asda, Energis and Hobbycraft. He was
previously Deputy Chairman of Coles Limited
and was Lead Director at the Department for
Business, Energy & industrial Strategy from
2016-2020. Archie is also the Chairman of
Signal Al, Non-Executive Vice Chairrnan of
the Global Counseland Senior Independent
Director of Briggepoint Group plc.

2. Steve Rowe Chief Executive
Appointed: April 2016

Career and external appointments:

Steve joined M&S in 1989 and worked in senior
roles across all areas of the business prior to
his appointment as CEQ, including Director of
Home, Director of Retail, Director of Retail and
E-commerce, Executive Director, Food, and
Executive Director, General Merchandise.

Steve stepped down from the Board on 25 May
2022 and, with heartfelt thanks for his many
years of dedication to the Company, will
farmally leave M&S at the AGM on 5 July 2022.

3. Eoin Tonge Croup CFO &
Chief Strategy Officer

Appointed: June 2020

Career and external appointments:

Eoin joined the business from Greencore, where
he had been CFO since 2016. At Creencore, he
oversaw the divestment of their US operations,
strengthening the company's balance sheet,
returning capital to shareholders and
simplifying the business. Prior to that he was
MD of Creencore’s Grocery business and also
worked in a variety of roles across strategy,
finance, treasury and capital markets at
Creencore and previously Goldman Sachs.
Eoin became Group CFO & Chief Strategy
Officer on 25 May 2022, taking on cversight of
Plan A and playing an enhanced role in leading
the future development of the business.

4. Andy Halfoerd Senior independent .
Non-Executive Director @

Appointed: January 2013

Career and external appointments:

Andy's strong finance background and
broad knowledge of the UK and international
consumer market was gained from CFC
positions held in global listed companies.

He is Chief Financial Officer of Standard
Chartered, which he joined after 15 years

at Vodafone, nine of which were spent as
Chief Financial Officer.
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5. Andrew Fisher OBE
Independent Non-Executive Director @

Appointed: December 2015

Career and external appointments:

Andrew was instrumental in establishing mobite
lifestyle app Shazam, where he was Executive
Chairman until October 2018, as a leading
mobiie consumer brand, and brings over

20 years’ experience leading and growing
numerous technology-focused enterprises.

He is Non-Executive Chair of both Rightrmove
plc and Epidemic Sound, and is alse a member
of the UK Advisory Board for Spencer Stuart.

6. Tamara Ingram OBE
independent Non-Executive Director ()

Appointed: June 2020 ®

Career and external appointments:

Tamara has a longstanding leadership

career in advertising, marketing and digital
commaunications, having held leadership roles
at WPP since 2002 and as Naon-Executive Chair
of Wunderman Thompson. Prior to this, she
worked at Saatchi and Saatchi where she held
the roles of CEO and Chair. Tamara has led
renowned marketing campaigns for household
brands around the world and delivered cutturat
and business transformation at pace within her
own businesses as well as on behaif of clients.
Sheis also a non-executive director of Marsh
MaclLennan and Intertek Group
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® Remuneration

. Committee Chair

7. Evelyn Bourke &
Independent Non-Executive Director @

Appointed: February 2021

Career and externat appointments:

Evelyn retired from her role as CEQ of

Bupa Group in December 2020 where she led
transformative change during her near five-year
tenure. She also has extensive experience in
financial services, risk and capital management
and mergers and acquisitions; having spent
three and a half years as Bupa's CFQ and in
leadership roles at the Bank of Ireland,
Standard Life and Friends Provident. Evelyn
joined Admiral PLC as a non-executive director
on 30 April 2021 and AJ Belt PLC on 1 July.

She is also a Trustee of the Iretand Fund of
Creat Britan.

10. Sapna Sood
Independent Non-Executive Director @

Appointed: June 2020

Career and external appointments:

Sapna recently joined The Adecco Croup as a
Senior Vice President and Chief of Staff to the
Croup CEQ. She has in-depth knowledge of
running complex supply chains, including in
food and clothing, as well as experience of
leading large transformation programmes and
is passionate about sustainability. She has also
held leading operational roles in the building
materials and industrial gas sectors in Europe
and Asia-Pacific, latterly as CEG and President
of LafargeHalcim in the Philippines. More
recently, Sapna was a senior executive at
Compass Group and a non-executive director
at Kering 5A and is currently an Advisory Board
member of Imperial College Business School.

8. Fiona Dawson CBE
Independent Non-Executive Director

Appointed: May 2021

Career and external appointments:

Fiona left her position as part of the Leadership
Team of Mars Inc.in July 2021 after more

than three decades at the business. Fiana

has a strong track record in sustainability,
health and weilbeing, particularly women's
entrepreneurship and human rights and has
always been a strong adveocate for equality and
diversity in the workplace. In May 2021, Flona
was awarded a CBE for services to women and
the economy. Fiona is also a non-executive
director of LECO and joined Kerry Group plc as
a non-executive director in January 2022. She is
a Trustee of The Social Mobility Foundation and
Chair of the Women's Business Council.

Joined the Bonrd on 25 Moy 2022

11. Katie Bickerstaffe
Co-Chief Executive Officer

Career summary: Katie has held a number
of roles at M&S including Non-Executive
Cirecter, Chief Strategy and Transformation
Director and rast recently, joint Chief
Operating Officer. On 25 May 2022, she
re-joined the Board as Co-Chief Executive
Officer. Katie is currently a non-executive
dircctor of Barratt Developments PLC and
the Engtand and Wales Cricket Board, and
was previously Executive Chair of SSE Energy
Services and Chief Executive, UK and Irctand
of Dixons Carphone ple, with exlensive
experience of digital retail and operations
and leading consumer-focused businesses

12. Stuart Machin
Chief Executive Officer

Career summary: Stuart took over as

Chief Executive Officer on 25 May 2022
Having joined M&S as Food Managing
Director in April 2018 with nearly 30 years’
expernence in the food, fashion and horme
retail sectors, Stuart was appointed joint
Chief QOperating Officer in May last year In his
new CEQ role, Stuart will continue to serve as
a Director of Qcado Retail Lid Prior to joining
M&S, Stuart was CEO at Steinhoff UK and
spent 10 years in Australia working at
Wesfarmers as COO and CEQ of Coles and
Target respectively. Stuart has also held
senior operational and cornmercial positions
in UK retailers Sainsbury's, Tesco and ASDA.

9. Justin King CBE ®
Independent Non-Executive Directar @

Appointed: January 2019

Career and external appointments:

Justin has over 30 years of experience in
large retail operations and transformations,
and now acts as an adviser to a range of
growing businesses. Between 2004 and 2014,
he was the CEO of Sainsbury’s, teading the
business through a major turnaround, He has
atso previously held senior positions at M&S,
as Head of Food, as well as at Asda,
Haagen-Dazs, PepsiCo and Mars.

FINVYNHIAQD

13. Nick Folltand
Ceneral Counsel and Company Secretary

Appointed: February 2019

Career and external appointments: Nick has
extensive legal and governance experience,
having been Ceneral Counsel and Company
Secretary in FTSE 100 businesses since 2001,
He has held positions as Chief Executive of the
Crown Prosecution Service and Chief External
Affairs Officer and Chief of Staff to the CEO
of the Co-op. Nick is the Senicr Independent
Member of the Naturat Environment Research
Council - the UK's leading public funder of
environmental science. He joined HMPPS as a
non-executive member of its Audit and

Risk Assurance Committee in May 2021.
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OUR BOARD CONTINUED

Kecent changes:
Qur Board for the

Archie Narman
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@ Nomination

Qur Executive Commitiee

The Executive
Committee

is established and
led by the CEQ,

and is responsible for
executing strategy
and the day-to-day
management of

the business.

Richard, Paul and
Sacha were members
during the year,
alongside the CEO,
CFC and Chief
Operating Officers.
They will continue
serving as members
into 2022/23 with the
executive directors.

Richard Price
Clothing & Home
Managing Director

® Remuneration

Paul Friston
Managing Director
of Internationat

@ Committee Chair

Sacha Berendji
Group Property, Store
Development and IT Director

Career summary: Richard joined
ME&S on 7 July 2020 as Clothing &
Home Managing Director. Richara
spent three years as MD of BHS
before becoming CEO of F&F
Clothing at Tesco PLC in 2015

Prior to this Richard was at M&S
from 2005 to 2012, fust as

Head of Merchandise and then as
Menswear Trading Director Eartier
in his career he warked for Next

in a range of merchandising roles
across womenswear and menswear
from 1989 to 2005 Richard's career
spanning some of the UK's top
clothing brands demonstrates

his proven track record of
delivering growth through

stylish, great value product.

Marks and Spencer Group plc

Career summary: Paul began

nis M&S career on the Finance
graduate programme in 1996

and gualified as a management
accountant in 2000, He held a
variety of roles dunng his time at
M&S, including Interim CFO and
Executive Assistant to former CEO,
Marc Bolland Paul was appointed
to his carrent position N May 2016
and became Executive Committee
sponsor for Inclusion & Diversity

in Apnt 2018

Career summary: Sacha joined
M&S in 1994 through the Graduate
training programme, He undertook
various appointments including
GCeneral Manager of Marble Arch
Store, Regional Manager for
London, Head of Propertly Planning
& Store Development, Executive
Assistant to the Chief Executive,
and Director of Marchandising.
Sacha took up his current position
in November 2012



BOARD ACTIVITIES

The following pages cutline the key
topics reviewed, monitored, considered
and debated by the Boara in 2021/22.

Meeting agendas, agreed in advance

by the Chairman, CEQ and Company
Secretary, combine a balance of regular
standing items, such as repaorts on current
trading and financial performance,

with two or three detoiled “deep dives”.

Stakeholder

groups:

Strategic r&: Focvfd
priorities: .I igh performing

business and
market share
growth

Shareholders @ Colleagues @ Suppliers

Allitems for discussion are guided
by, and mapped against, the
Company's strategic pricrities which
are highlighted in the key below.

The Board recogruscs Lhe importance
of understanding and considering

the views and interests of all the
Company's stakehctders, and this
fonns ¢ crucial component of directors’
discussion and decision-making.

Ocado Clothing &
transitioning to 3 Home on track
strong capacity far a more
growlh post profitaple
pandermic model capable
reversion of growth

GROUP PURPOSE UPDATE HEIEH

The icons below highlight the
stakeholders considered and impacted
in each key area of activity, together
with an example democnstrating the
discharge of duties under Section 172(1)
of the Compames Act 2006 ("s.1727)

e For more iInformation, see p32-34
far our Section 172(1} staterment

'f Customers @ Communities @ Partners

International
absorbing Brexit

Bulding store

rotation 5

pipeling, related costs,
driving exit from but embryonic
legacy stores global strategy

encouraging

- Asthe business moved into the next phase of
transformation, the Board discussed a "North Star”
under which zll the Group’s activities could be
collectively focused, guided and galvanised.

This took the shape of an updated Group purpase
which was relaunched internally in Qctober.

This reinvigorated articulation of how and why we
serve our stakeholders has been the overarching
backdrop against which ail subsequent Board
discussion and decsion-making took place during
the year

— In shaping the Group purpose, the Board agreed
this should be aspirational, exciting and engaging,
particularly for colleagues. The Beard emphasised
the need to balance this with language and
concepts which colleagues would find relatable,
and also to ensure the integration of sustainabitity
as a key strategic pillar @) 4B @

— Crucially, directars considered shareholder returns
and agreed the updated purpose should remain
grounded in commercial reaLity..

STRATEGY AND TRANSFORMATION

— During discussions, the Board and Executive
Commmittee ("ExCo"} explored M&S' rich hentage
and our place in the communities we serve with

the help of our M&S Archive. @ @ & @ @

« Feedbackwas sought from leaders across the
business and a wider “Talk Straight Survey” invited
the views of all employees The results identified
clear communication as an area for irnproverment,
and as a result, alignment with our wider “People
Plan” and colleague communication sirategy
were key focus areas in the relaunch. @ @

mMszHE

The Board has monitored progress of MS2,

the Company's digital and online change
programme, which was launched last year with
the ambition to bring M&S.com front and centre
of our business proposition.

Decisions and 5,172 considerations

- Inreviewing regular updates on MS2's progress,
the Board monitored and encouraged
advancement of growth ptans, including
appropriate investment in talent. @ @ @

End-to-end supply chain [l B HE

The Board reviewed regutar updates on
modernising supply chains acrass Food,
Clothing & Home and International.

Decisions and 5,172 considerations

~ Guidance was offered on the roll-out of Vanguarde
and consideration given to the impact of labour
shortages and global delays on our partners, store
colleagues, agency workers and shareholders.
o0050

Rotating the store estate i

Ensuring the store estate s fit for the future
continued to be a key priority during the year.

Decisions and s.172 considerations

- in addition to reviewing developments and visiting
stores, the Board considered how changes in the
community post-Covid-19 had impacted plans for
stare locations and encouraged management te
focus on store geography during budget planning.
0089

Strategic investments

CEQ and CFO updates inctuded reports on proposed
and in-flight strategit investments and acquisitions,
including on Nabody's Child, The Sports Edit and
True Capital Il Fund.

Decisions and s.172 considerations

- As part of the Brands strategy, the Board
challenged management on Integration with
M&S colleagues and culture, long-term returns
far investors, and adding value to the customer

proposition. P PP R G
Digital & Data 1 EHHH

The "Digital First” agenda has remained a focal point
in the transformation, The Board has monitored
progress of programmes to enhance M&S' utilisation
of data including Sparks, Personalisation at Scale and
BEAM Acsdemy.

Decisions and 5.172 considerations

— The Board supported investment in the True
Capital lil Fund to enrich M&S' understanding
of changing customer priorities, such as
sustainability and convenience, through atcess
to emerging technology. @ @ @ @

- Reviewed and challenged the personalisation
plans in relation to more focused customer
engagement. ) @

panABEHRBA

White Plan A metrics are primarily evaluated by
the ESG Commitiee, the Board reviewed progress
against key objectivas and considered Plan A
factors throughout Board discussions.

Decisions and s.172 considerations

— The Board considered and approved the addition
of sustainability metrics in a renewed revolving

credit facility. @ @ @ @

~ A newly overhauled and strengthened governance
process on charity partnerships and donations

was agreed. @ @ @
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GOVERNANCE

EXECUTIVE UPDATES

Budget and financial performance
gEEna

Financiat performance was monitored by the

Board at every meeting, with deep dives on financial

resylts announcements, in-year budget and the

three-yaar plan,

Decisions and 5.172 considerations

— Management re-forecasts were robustly
scrutinised by the Board, leading to two market
announcements mncreasing profit cutlook
quidance. §§ &

— The Beard debated the Company’s cost base,
particularly in Light of macroeconomic factors such
as inflation. Discussing the impact on customers
and partners in terms of pricing and supply
strateqy, it was agreed an emphasis on internal

efficiency would remain vital g @ S S G @
Balance sheet management

NEBaR

As the business recovered from Covitd, balance
sheet managerment remained a critical componant
in sustainabitity of the Company’s performance.

Decisions and s.172 considerations

— The Board considered broad stakeholder support
in agreeing the new £850m revolving credit facility,
which was linked to net zero sustamability metrics.

o0 &90

— The declaration of a dividend was debated by
the Board, concluding prioribisation of batlance

sheet and debt managerment during 2021/22
remained in the best interest of shareholders
and their long-term returns. U @ 9

Invasion of Ukraine [l

Following the invasion of Ukraine by Russia,
the Board rapidly engaged in crisis discussions
and closely monitored the unfolding situation.

Decisions and 5.172 considerations

— The Board unanimously agreed that colleague
welfare was the Company's main pricrity and
encouraged management’s plans to support
the humanitarian crisis. @ @ @

— Detailed discussions took place on the challenges
involved in suspending shiprnents to the Turkish
franchisee's Russian business, and continuing to
supply franchise steres in Ukraing. The Board
contmue to receive regular updates on how the
conflict is impacting our franchise partner,
suppliers, colleagues, charity parthers

and nvestors G O S 0O
Brexit and Covid-19 M HE N B

Despite the easing of restrictions, the challenges

and opportunities arising frorm Covid-19, and the
ongoing impact and management of Brexit, remained
regular topics in the hoardroom during 2021/22.
Decisions and 3.172 considerations

~ Deep dive discussians ot the markets most
heavily impacted by Brexit, mindful of the diversity
of customer perceptions. The Board agreed ways

CULTURE AND ORGANISATION

to best meet customer and community needs,
instrueting that partners with strong tocal
knawledge shoutd be sought and local sourcing
should be engaged wherever possible.

— Regular updates on Covid-19 cases, restrictions
and trading patterns were monitored across all
markets and sourcing locations. The Board
considered coileague welfare and continuity
risks, instructing a renewal of contingency
plans for the Castle Donington distribution centre
L] 1 L3

Third-party brands

The Board reviewed brand propesals and received
progress reports on third-party brand performance
against a balanced scorecard, discussing potential
structuring models, with both short-term and
long-term objectives, and how they would support
the M&S “ecosystern”.

Decisions and s.172 considerations

- The Board considered how customer and brand
partner propositions should be balanced. In doing
50, directors reviewed the results of Customer
Pulse Surveys and agreed the need to take a
simplified and well-articulated position to improve
customer understanding. Agreeing also that a
clear stance would also support brand partners
to curate their own offering. @ @ ¢ @

Risk appetite [l H & H

Group-wide risk appetite is set by the Beard through a
series of assessments at individual business unit level,
followed by collective Board debate. See pages 45

to 46 for further inforrnation.

Decisions and 5,172 considerations

— Data-related risk was debated, with the Board
concluging to separate nisks associated with
customer data versus utilising technology to drive
the digital and data agenda more broadly. It was
agreed there would be no risk appetite in the
former category. @) @@ @

- The Board agreed that the global context of the
Clothing & Horne supply chain necessitated a separate
risk appetite from that of the Food business. @ @4

Business Involvement Group ("BIC™)
HEANER

The Chair of National BIG was invited to several Board
meetings throughout the year, with two “deep dive”

discussions dedicated to colleague engagement
and feedback.

Decisions and 5.172 considerations

~ Colleague feedback was considered in retation to
pay reviews, the holiday buy programme and the
Save As You Earn share scherne @ @ @

— The Board encouragead the plans to modernise
the BIG network and supported agility in
communications between colleagues and
management. @ @

- In an additional session dedicated to the Colleague
Engagement Survey, the Board debated the
thernes behind the results, supported the delvery
of consaquent action plans, and agreed to focus
on driving momentum from an inclusion and
diversity perspective @ @

Talent il I G0 L B

Following discussion at the Remuneration Committee,
the Board considered an update on talent acquisition,
development and retention,

LEGAL AND GOVERNANCE

Decisions and s.172 considerations

— The Board supported the “internal first"approach
to growing talent and improving diversity inthe
workforce. @y @

— Changes in both current and potential colleague’s
pricrities were considered, including wellbeing

and flexibility. @ @ @
myHR KB R 1
In September 2021, M&S launched a new
systeen designed to put digital at the heart of
people activities.
Decisions and s.172 considerations
- The Board reviewed regular updates {eading to
the launch of MyHR and considered feedback from

{istening groups of ¢ 300 colleagues to simplify
and embed the system. @) i

Board evaluation

Last year's external evaluator held regular sessions
with the Board, including an all-Board deep dive,
to monitor and review Board effectiveness, as well
as progress with last year's Board action plan,

See page 65 for further information.

Decisions and s.172 considerations

— Consideration was given to the Colleague
Engagement Survey résults, in line with the Board's
action to ensure that peopte and culture are at the
heart of the Company’s transformation. With the
Board agreeing it should focus on devetoprment
of other senior leadership in addition te ExCo. @

Board committees

The principat Committee meetings are aligned to
the cadence of the Board calendar, with the Chair
of each Committer providing the Board with their
latest updates and recommendations for approval.

Decisions and 5.172 considerations

— The Board debated the Remuneration Cornmittee
recommendation on an Inflationary pay rise
across the Group, considering cost of living

pressures. @ @ @ @
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Year-end controls and approvals
After 3 series of briefings on planning, and following
review angd recornmendation from the principal
Committees, the Baard considered the year-end
approval matrix.
Dacisions and 5.172 considerations
- Detailed sessions on the Full Year Results and
the Annual Report included rigorous debate and
scrutiny on principal risks, investor returns, more
customer-centric messaging, and communicating

colleague recognition. @ @ @ @
Shareholder analysis and engagement

The Beard reviewed regular updates on analysis of
the M&S share register and reports on the priorities
of institutional invastors and proxy voting agencies,

Decisions and 5.172 considerations

— Consideration was given to investors' increased
focus on ESG activibes and the Company’s
record on plastic was agreed as a focus area
for management. @ @

ACM

Updates on planning for both the practicaland
legal aspects of the ACGM were reviewed by
the Board, followed by pest-meeting feedback

Decisions and s.172 considerations

— The Board reviewed pians to reduce the
nominal value of the Company’s shares and
amend its Articles of Association, and supported
the evolution of the digital format as a
method demonstrating improved shareholder
engagement. @

Conflicts of interest

Any potential or actual director conflicts of interest
are monitored by the General Counsel and Company
Secretary and reported to the Board.

Decisions and s.172 considerations

— Anumber of external appontments were
considered by the Board, including Fvelyn Bourke's
appointmeant to Admiral Group, Fiona Dawson's
Kerry Croup directorship and Archie Norman's role
at Bridgepoint in all instances, it was agreed there
was no avident conflict fp @



BOARD EFFECTIVENESS REVIEW:

- caa

BOARD REVIEW INSIGHTS

After two years of externally facilitated Board
Effectiveness and Developmental Revicws,
conducted by Gurnek Bains of Clobal Future
Partners (CFP™), 1t was determined this year's
review would be conducled internally and

led by the Chairman, Archie Norman, and
supported by Lhe Ceneral Counsel & Company
Secretary, Nick Folland. Last year’s exlernally
facilitated Board Review was detalled in our
2020/21 Annuat Report on page 70.

IMPACT OF THE 2021/22 BOARD
ACTION PLAN:

Tne action plan resulting from last year’s review
has been a core foundation of the work
conducted by the Board during this financial
year, For example, the level, depth and
freauency of engagement between the Board
and senior executives significantly increased
both formally and informaily, including via the
ExCo mentoring programme. This process
ciearly built the Board's trust and confidence
In senior managerment, as It has culminated in
the promolion of two members of the ExCo
to the Board in an executive director capacity;
the appointment of Stuart Machin as CEO and
Katie Bickerstaffe as Co-CEO. Eoin Tonge also
had his duties increased.

As evidenced in the ESG Committee's Report
on pages 70 to 77, the Cormpany has worked
hard on building capabilily and focus across
the organisation in relation te ESG. This has
included Lhe reset of Plan A, new net zero
ambitions, and the inclusian of sustanability-
related performance metrics built inte the
Company's £850m revalving credit facility.

Agamnst the backdrop of Covid-18, our people
responded admirably and the Board has
remained locused on ensuring that the cutture
and pecple agendais at the heart of the
Carmpany's transformation. This year there has
been a greater focus on individual performance
monitoring, the introduction of teadership

and rmanagement trainings as weil as wider
investment 1n learning and development across
the organisation [he Board is heartened that
after five years, the Company’s performance
has produced a Group-wide bonus, half of
which has been deferred for three years

and will be awarded in equity - to further
strengthen the alignment between colleagues
and shareholders.

THE PROCESS

The Board and Cormmitlee review took the form
of a series of structured interviews conduclied
internally and led by the Chairman, Archie
Narman, and supported by the General Counset
& Company Secretary, Nick Folland, with each
of £he non- executive directors and £xCa
mempers These interviews were conducted

N accardance with the principles of the UK
Corporate Governance Code 2018 and the
supporting Guidance on Board Effectivencss.
These meetings also provided Board members
with the opportunity Lo discuss further themes
that had emerged from last year's Beard action
plan, as well as addressing topics emerging
from sessions held this year.

Following the intervicws, a Board review report
was finalised and circulaled to members and
pecame a discussion tool for the Board, helping
thern Lo devise the action plan for the year
ahead. The main peints highlighted are
summarised below

Board performance

In general, members were very positive
about the Board and how it functions, feeling
that there had been noticeable improvernent
following the board review programme in
the previous year Members agreed that there
1s a good blend of expertise around the table
and a high level of energy.

- The Beard felt universally that dialogue 1s
open and transparent, and that Steve Rowe
and other ExCo members deserved credit
for this.

- The executive Board members were
considered to be working well with the
Board, contributing openly and
without defensiveness
Newer Board members had settied in well
and all Board members had devoted time
to understanding the business.

Discussing the critical issues and
balancing the agenda

- Board members agreed that meeting
agendas addressed the most important
issues, with a good balance and range of
issues discussed.

- However, there was a perceived need for
irmpravement in the framing of 1ssues for
discussian, a desire for more strategic
discussion, and a desire to close out
returning issues
Civen the high level of Board activity,
Board members felt that keeping meeting
schedules tight was a good discipline to
force choices and to priortise the agenda

Getting the best out of Board members

- The Board agreed they all had good
opportunities to contribute and
that the expertise around the table 15
currently approprate.

- Therc was a high level of respect for people
around the table.
Although discussions were sometimes
considered to be robust, they were also
respectful with 3 good tevel of debate.
The level of challenge to management
was viewed as constructive.

- Sometimes discussion felt time-constrained,
wilh rmermbers expressing a need to
balance more appropriately covering all
issues against examining therm in depth
It was felt there was a tendency amongst
the executive team to present issues already
set oul in Board papers, causing some
rminor frustration.

Board papers and information

- The Board papers generally contained a
comprehensive overview of business
performance The monthly management
reports especially were open about the
issues, providing real insight into what the
executive were tackling and what their
concerns are,

BOARD-REVIEW -

However, members agreed that the framing
of options could be improved, with some
papers presenting a narrative an a subject
and the steps being taken, without outlining
the choices clearly It was felt Lhis somctimes
led to less-focused discussion.

Chairman

- The Chairman reccived feedback
from all Board members on his
performance, as well as on the effectivencss
of the General Counsel & Company
Secretary, with a particular focus on the
onboarding of new directors, and the
Board involvernent prograrmme.

- The Board agreed that the Charrman’s style
and approach had beoen approprate and
necessary to drive change during the critical
lrst stage of transformation. Members also
agreed that his style would inevitably evolve
with the leadership changes and with the
differing demands of the ncxt stage
of transformation,

Senior Independent Director (*SID"}

- Andy Halford was praised for his role
on the Board, with membears commenting he
has played an important role in articulating
hard truths, and had been pivotal with new
director onboarding.

- There was an awareness that when Andy
leaves the Board and his role as SID by the
end of 2022, he will be leaving a gap and he
will be hard Lo replace

2022723 ACTION PLAN:

- Post-pandemic, and with the anticipation
of a new executive [eadership team in
place, it has been agreed that it is time to
revive the Board's informal engagement
opportunities outside of formal Board
meetings, with breakfasts and dinners.

It was also agreed the Board Involvement
Pragramme should be refreshed, with
the Board expressing a desire to meet in
stores, distribution centres and at Ocado,
to increase the Board's visibility in

the business and to engage fully with a
wide range of colleagues.

- After an intense period of Board
involvement and focus on operational
issues, the Board’s focus should be
re-oriented on strategic issues,
particularly in the long-term; with
technology and M&A activity flagged as
possible areas for discussion. The Board
has agreed to consider future trends
on two or three oceasions during the
corming year.

- Akey focus for the Board will be ensuring
that the customer is at the heart of
all that M&S does, with heightened
attention paid to the M&S brand and
consumer behaviour.

—~ The Board's compasition will continue
to be reviewed, but with particular
emphasis this year on the identification
of a successor for Andy Halford as
Senior Independent Director, and on
the Audit Committee.
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GOVERNANCE

NOMINATION COMMITTEE REPORT

REVIEW OF THE YEAR

Following a period of non-executive
director changes, the Committea’s
activities in 2021/22 were focused on
embedding the newly balanced Board
and preparing for executive succession.

Since the outbreak of Covid-19, Lthe pace
ol our transformation has increased
significantly. To support this escalation
with the appropriate skills and experience,
we have seen a number of non-executive
director appontments aver the last two
years. As such, the Committee focused
on oversight of a thorough induction for
Fiona Dawson in the early part of this year.

As the year progressed, attention turned
to the talent pipeline and in particular,
executive succession planning. As
announced on 10 March 2022, and as

I've ocutlined in my Governance Overview
on pages 56 to 57, this has culminated

in the appointment of Stuart Machin

as CEO and Katie Bickerstaffe as
Co-CEC on 25 May 2022, following

Steve Rowe standing down as CEC.

In addition to their current activities, Stuart
witl be responsible for the day-to-day
leadership of the business and Executive
Committee, also taking on responsibility
for HR and Corporate Communications.
Katie will have a particular focus on
driving the global omni-channel, digital
and data future for the business,

The Board's executive directors will
continue toinclude Eoin Tonge, whose
role has also expanded to CGroup CFC

& Chief Strategy Officer. Eoin's new
responsibilities involve an enhanced role
in leading the future developrment of
the business and oversight of Plan A.

In making these executive changes,

the Commitlee appointed and worked
with an independent executive search
firmn, which is a signatory to the Voluntary
Code of Conduct for Executive Search

66 Marks and Spencer Group plc

Firms. Together, we reviewed the Board
and Executive Committee’s balance

of skills, experience and knowledge
and considered the business immediate
and longer-term requirements. In
recognition of the progress made
under the current leadership team, as
well as the recent pericd of beoardroom
changes, the Committee agreed that
the continuity and stability provided
by this new executive trio would be

COMMITTEE ROLE AND MEMBERSHIP

CCTHE COMMITTEE’'S ACTIVITIES WERE
FOCUSED ON EMBEDDING THE NEWLY
BALANCED BOARD AND PREPARING FOR

THE EXECUTIVE TRANSITION. 99

Archie: Norman, Chrir of the Nemination Commitiee

valuabie during this next stage of our
transformation, in “Shaping the Future”

These appointment s alse bring fernale
representation in the Company's

mast senior executive to 33%, and to
45% overall at the Board, supporting
the Committee’s ambition to surpass
internal and external diversity targets.

The Nomination Committee is responsible
for ensuring the composition and structure
of the Board rernains effective, balanced and
optimally suited to the Company’s strategic
priorities. In practice this involves overseging
the nomination, induction, evaluation

and orderly succession of directors.

The Committee also ensures the Group’s
governance facilitates the appointment

and development of effective management
that can deliver shareholder vatue over the
long term:. The full Terms of Reference

for the Committee can be found at
marksandspencer.com/thecompany.

MEETINGS HELD IN 202122

The Committee comprises the non-executive
directors and is chaired by Archie Norman.
Individual meeting attendance and changes
to membership are displayed in the below
table. More information on the skills and
experience of all Committee members

can be found on pages 60 to 61.

The Committee's performance was reviewed
as part of the 2021/22 internal Board Review,
which is covered on page 65.

The review established that the Committee
functions well in terms of planning succession
to Board roles and other senior positions.

Number of Maximum

Member since meetings attended  possible meetings

Archie Norman 1 Sep 2017 7 7
Evelyn Bourke 1 Feb 2021 7 7
Andrew Fisher ¥ Dec 2015 7 7
Andy Halford 1 .Jan 2013 7 7
Tamara Ingram 1 Jun 2020 7 7
Justin King 1 Jan 2019 6 7
Sapna Sood 1 Jun 2020 7 7

Non-executive directors who served on the Committee for part of 2021/22

Fiona Dawson

25 May 2021 4 5

* Unable tojoin due to prior business commitments.

More information on the Nomination Committee is available in our
full disclosure of compliance with the UK Corporate Governance Code at

marksandspencer.com/thecompany.




DIRECTOR TENURE

in January 2022, Andy Halford reached
nine years of service on our Board.

Last year, the Committee reported

that Andy remained independent, and
would provide a key point of stability
during 2021/22. In light of the executive
changes made at the start of 2022723,
the Committee has agrecd Andy's

skills and experience rernain vital to the
Board's composition during this period
of transition. The Committee has also
discussed his independence in depth
and, in agreement with the internal Board
Review (see page 65), we have established
that Andy remains independent in

both character and judgement. He

has no other significant links te the
Company and continues to make an
effective and valuable contribution.

In line with our succession plans already
in place, Andy steps down as Chair of the
Audit Committec on 7 June, with Evelyn
Bourke replacing him. Andy will rernain

a member of the Audit Committee and
our Senior Independent Director until he
leaves the Board by the end of 2022.

TALENT MANAGEMENT

CEO SUCCESSION PROCESS

Following the change from the Cperating
Committee into the Executive Committee
{"ExCo" in 2020, each Nominaticn
Committee member became a mentor

to a member of the ExCo. This guidance
has continued and developed during

the year, with particular focus on

broader HR and talent management.

Discussions around the contribution of
talent management to the Company’s
transformation have principally taken
place at the Board and Remuneration
Committee. The Committee supports
the stronger governance controls

and improved successicn planning
which has keen taking place

Last year, our review processes focused
on senior leaders. In 2021/22 the review
and development of our most senior
individuals progressed, in addition to
new arrangements for the acquisition,
assessment and nurlure of talent
throughout the entire organisation.

The Committee acknowledges the
mportant role growing tatent internally
plays in M&S’ diversity ambitions, aligning
with the Board's own diversity policy,
which encourages directors to contribute
to the development of a diverse range

of future leaders. Inlernally promoting
talent in our CEO succession is, we believe,
an important demonstration of ocur
commitment to talent development.

In ight of the Committee’s most recent activities, we have taken the opportunity to provide
an insight into our approach to succession and induction of cur new CEC and Co-CEQ.

The process is designed to ensure the appointment of our executive directors is strategic,
orderly and comprehensive. Since the new executives have been part of the business for a

number of years, their inductions are primarily focused on providing a rebust understanding
of their new responsibilities as statutory directors of a prernium Listed company. However, both

Katie and Stuart will undertake some deep dive introductions to areas of the business not

previcusly under their remit.

Succession planning

The talent pipeline for all senior

roles is prepared, identifying the

emergency cover, medium-term
(1-3 years) and longer-term

(3-5 years) candidates who meet

current business needs. This includes
consideration of whether a role can
be filled internally, or whether

external search is required.

Appoint

Having considered the requirements
of the business, it was agreed that
poth Stuart and Katie woulc be
recommended for appointment to
the Board as CEC and Co-CECG, with
Eoin remaining in place to complete
the executive leadership trio, and
with the General Counsel & Company
Secretary tasked with the formalities.

Identify and devclop

The carwiidates in the pipeline are

mentored by members of the
Committee. In particular, those

identified for medium- or longer-term

plans are provided with training and

support to aid the Company’s ability

to promote internal candidates, in line
with the Board Diversity Policy.

Reviaw of the succession plans for
the most senior roles takes place
periodically. Immediately following
notification of an incurmbent directar's
upcoming departure, plans are
considered and scrutinised in-depth
by the Committee and an executive
search firm, taking into account
the prospective CEQ's expertise,
leadership style, and the current
composition of the Board. This
includes both an assessment
of interpersanal dynamics and
a skills matrix reflective of the
one on page 68.

The final step is to provide the new directors with a comprehensive
induction. Some of the activities included in Stuart and Katie’s

inductions have been;

— Board procedures and
team dynamics

- Listed company matters and
corporate governance

- Directors duties

- Corporate communicaticns
and media trairing

— Shareholder and investor
relations analysis and briefing

- External Auditor introduction
~ National BIC introduction

- Business area deep dives

(Clothing & Home, Food, Stores
& Property, Bank & Services,
Digital & Data, Plan A)

- Store visits, including

renewal stores

- Supply chain depot visit
- Customaer services centre visit
- Castle Donington distribution

centre visit
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GOVERNANCE

NOMINATION COMMITTEE REPORT
CONTINUED

Badanced leadership

Evidencing effectiveness
Throughout 2020/21 and until the publication of last

BOARD

iy,

Non- .
Executive

year’s report, the Company took steps to ensure, in line All Board executive N d
with our Board Diversity Policy (the "Policy™), that Board gender director director Boa}r_
appointments contributed to our Group-wide ambition identity gender _gend_er ethnicity
of driving nclusion and diversity (1&D", Consclidating identity identity
the improving trendline, 2021/22 then focused on
embedding our newest non-executive directors and
harnessing the vatue of an effective boardroom .

; - " e . ® Fermnale (45%) o Female (50%) # Fermale (33%) ® Ethnic
dynamic. As director diversity increased, so too did the o Male (55%) ® Male (50%) ® Male (67%) minority (9%}

frequency of the 18D agenda as a consideration across
many topics at Board level. In addition, the Board
Evaluation estabtished the Board as continuing to Figures as at publication date
dernonstrate effective debate and decision-making;

a key outcome the Policy seeks to produce.

® White (91%)

SIqa/pung/ ‘bflb future

It is our belief, supported by external evidence, that a Board which is diverse in gender, ethnic and social background correlates with a wealth and
diversity of skilt, experience and perspective shared in the boardroom. The Board skills and expersence matrix below demonstrates this belief.
The matrix is regularly reviewed to ensure it meets current business needs and was an essential tool in the CEO succession process The ongoing
consideration of the competencies highlighted in the matrix andg, crucially, its alignment with our strategic priorities, has alsc ensured the Board
is fully equipped to drive the next stage of the transformation.

experience H: 32 3 'E H? 55 H: H; aE 2 g 2 R
< ] i H; B B: H:; B H: B:c Bsi B: Hif
H g t: B: Bz BHA:s: B H: B°: B:: A: BH:-
S 2 2 3 & -3 g a T pm< Qo
3 2 2 g g | : 5E ¥
5 3 ] - = £E 5
® e & =g <E
o ] 2
Archie Norman [ J L ] ® ® L L J o L ®
Steve Rowe =] o] o] [e) o] o] o) o] o] o]
Ecin Tonge [ | ® * ® ® ® @
Andy Halford [ J [ ] ® [ ] | L
Andrew Fisher [ | J [ ] [ ] [ ] o
Tamara Ingram [ L J ® [ ] ®
Evelyn Bourke [ ® ® L J ®
Fiona Dawson ® ® [ ] [ J [ ] ® ®
Justin King ® e ® [ ]
Sapna Sood [ ] ® [ 4 L L ]
Stuart Machin o] (=) o] o] o) (o] [o] 0 o]
Katie Bickerstaffe [e] Q o] Q e} 0 [o} 0
Nick Folland & & L] » & #*
O Newly appointed O Outgoing ® General Counsel & Compary Secretary
Strategic priorities:
M&S Food high-performing busingess Clothing & Home on track for a mare International absorbing Brexit
and market share growth profitable model capable of growth related costs, but embryonic
B N . - . ) global strategy encouraging
Ocado transitioning to strong capacity Building store rotation pipeline,
growth post pandemic reversion driving exit frorn legacy stores
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Expanding goals

In 2020, we mel bath our internal target set out
In the Policy and the external target laid out in
the FTSE Women Leaders Review (formerly the
Hampton-Alexander Review), ensuring a 33%
fernale Board. lowards the end of last year, we
surpassed these goals wilh the appointments
of Evelyn Bourke and Fiona Dawson. Since then,
we have expanded scope and, in recagnition of
the different roles of non-executive and

executive directors, we have also achieved a
33% female executive population. In addition,
we are fully compliant with Lhe Parker Review's
target to appoint at least ocne Board member
from an elhnic minority background However,
the Board recognises the importance of all
forms of diversity and remains committed to
striving for further progress in Lhis space

EXECUTIVE COMMITTEE

FTSE Women Leaders Review
Targel [ ]

mes I

Target 33% female Board

Parker Review

larget { T |

M&S

Target One Board member from an ethric minonty
background by 2021

Wider leadership

N

\

As reported above, the improved gender diversity of
our executive directors has been a positive cutcome
of the CEQ succession. Separately, the balance of
individuals reporting into ExCo members who identify
as fernale has also seen improvement this year In
recognition of the importance of the talent pipeline,
we have also outlined the ethnic diversity of senior
leadership below ExCo level for the first time. We

ExCo ExCo direct
gender reports etﬁr(m(i::?ty
identity gender

identity

. g ® Fermale (14%) # Fernale (46%) & Ethnic ® Ethnic
are pleased to report that our senior leadership is L .
representative of the wider organisation, of which ® Male (86%) ® Male (54%) mlqorlw (14%) mmonty (14%)
12% are frorn ethnic minority backgrounds. However, ® White (86%) ® White (863}
we remain committed to enhancing the quality
of the talent pipeline while driving change.
More detail on diversity in the wider organisation
can be found on page 27.
erperionce Mz Oy By m: By W:; B B Wi W:ie Oy Bge
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Steve Rowe o] ] o] o} O O (e} [0} o} o)
Eoin Tonge L ® L | L] [ ] L ] [ ]
Stuart Machin e * [ ] ® ® ® [ ] L ] L
Katie Bickerstaffe [ J L ® L] ® ® ® ®
Richard Price o L ® ® ®
Paul Friston ® @ ® ® L] [ ]
Sacha Berendji L [ ® L] ® ® [ ] ®

O Newly appointed © Outgoing

OUR COMMITMENT

Qur objective of driving the benefits

of a diverse Board, senior management

team anad wider workforce is underpinned

by the Policy, which can be viewed an our
corporate website at marksandspencer.com/
thecompany.

In addition to the above mentioned
commitments to promote gender diversity,
ethnic diversity and succession planning,
the Policy covers other inclusion initiatives
taking place within the Company which are
sponsored and endorsed by the Board.

During the year these have included:

- Areset, including budget allocation, for the
seven emplovee-led networks on gender,
ethnicity, sexual orientation (LGBTGH),
and disabilities and health conditions.

- Continued involvement in the 30% Club,
an organisation committed to increasing
fernale representation on UK boards through
developing our junior leaders. This year,
opportunily Lo join was extended to all
under-represented groups.

- The Marks & Start programme, which
continues to support young people, the
homeless, tone parents and those with
disabilities in finding work at M&S

- The Kickstart Scheme, through which M&S
provides six-month employment contracts
and helps to develop skills in 16-24-year-
olds on Universal Credit who are at risk of
long-term unemployment

- Continued active involvement in key
campaigns inctuding LOBTQ+ Pride

celebrations, International Wormen's Day,
Black Histary Month, Natichal Inclusicn Week,
Mental Heatth Awareness Week and World
International Day of Disabkility, raising
awareness and our profile as aninclusive
place to work.

- Added our first LGBTQ+ charity partnership
to Sparks for our customers and colleagues
to support AKT, a charity supporting LOGBTG+
young pecple aged 16-25 in the UK who are
facing or experiencing homelessness or
living in a hostile emvironment,

- Continued to drive and improve mandatory
1&D training across the business, with a
particutar focus on lne managers.

© Read more in our Sustainability Report
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GOVERNANCE

ESGC COMMITTEE REPORT

INTRODUCTION

Lasl year, we established cur
Environmental, Social & Governance
("ESC") Committee to provide the business
with rigour, support and challenge on
ESC matters. Throughout the course of
2021/22, our priority has been the
reinvigoration of Plan A - our multi-year
sustainability programmme — ensuring

our leadership position is upheld and
sustainability rermains at the very heart of
M&S’ custorner proposition. This report
outlines our activities in support of this
aim, and how we have discharged the
responsibilities delegated to the
Commillee by the Board.

COMMITTEE ROLE AND MEMBERSHIP

Doing the right thing by our planet, people
and ihe places we serve, is a value that has
been core to M&S' culture since iLs inception,
In recognition of Lhis, the Committee and
Hwould like to thank Steve Rowe for his
consistent leadership in this regard. He

has ensured this ycar, as a standing
attendee, that this was forefront of the
Committee's minds, and in turn confirmed
sustainability, in particular climate change,
as a key strategic pillar in the Company's
purpose as it moves through the next
stage of its transformation.

In line with the intention we set last
year, the Committee has reviewed the
sustainability strategies of each of

The Committee is responsible for ensuring
that the Company has an ESC strategy
("Plan A’} that is both inspiring and
differentiates M&S from its competitors,
white also remaining fit for purpose.
The Committee will also review the
effectiveness of Plan A, including the
governance arrangements for ensuring
the successful delivery of the strategy
and monitoring its overall performance.
In addition, the Committee advises the
Audit Committee an ESG-related risks,
including climate-related issues.

MEETINGS HELD IN 2021/22

The full Terms of Reference for

ihe Committee can be found at

marksandsp .com/th pany.

The Committee comprises Tamara ingram

as Chair and Sapna Scod, with Archie Norman,
Steve Rowe, Eoin Tenge and Nick Folland
standing attendees at Committee meetings.
Individual meeting attendance is displayed in
the table below. Mare information on the skills
and experience of Committee members can
be found on pages 60to 61.

Mumber of Maxinum
Member since gs attendk F i

Tamara Ingram 16 Dec 2020 6 6
Sapna Sood 16 Dec 2020 6
By standing invite
Archie Norman N/A 6 [
Steve Rowe N/A 6 6
Eoin Tonge N/A [ 6
Nick Folland N/A 6 6
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CCOUR PRIORITY HAS BEEN ENSURING
SUSTAINABILITY REMAINS AT THE HEART
OF M&S’ CUSTOMER PROPOSITION. 39

Tamase ngram, Chair of the: Environmental,
Social & (Governance Commitice

the Croup's accountable businesses,
chatlenging rmanagernent to cnsure

they are relevant to all stakcholders.

This culminated in our reset of Plan A
with a singular focus; to cut our carbon
footprint by one-third by 2025 and to
become a net ero business by 2040 We
have developed a multi-stakeholder plan
spanning customers, colleagues and
suppliers to deliver on this target.

Important progress has been made
with our Plan A rcset, which included the
return of our iconic "Lock behind the
Label” campaign to engage customers
in the stories behind our responsibly
sourced, everyday products, from coffee
to cotton. We have also introduced new
propositions including our partnership
with Hirestreet (the clothing hiring
business), and our Sparking Change
Challenge encouraging customers ta
live more sustainably by reducing food
waste and exploring more plant-based
protein. Bringing customers along on
our sustainability journey is and will
ncreasingly becorne vital; to ensure,
alongside our own sustainability efforts,
we are positively influencing the
sustainability of our wider community.
This approach will be necessary for

us to achieve our Scope 3 net zero
emissions targets.

The Commities has been conscicus
this year that unless we hold ourselves
accountable against our actions plans
and targets, our efforts to reset Plan A
will ultimately become futile. Ermnbedding
sustainability throughout the business,
ensuring all decisions are atigned to
Plan A, strengthening our governance
to manage climate-related risks and
opportunities, and monitoring progress
with our net zero target, have ail
therefore been key areas of focus for
the Committee.



We recognise we must never be
complacent, The world is unpredictable,
complex and changing fast. As a
consequence, the Committee will
conlinue Lo challenge the business
proactively to tackle relevant
sustainability topics, climate-related
risks and cppertunities, respond to
stakeholder expectations, and ensure
the business has appropriate controls in
place to meet our Plan A targets,

WHAT WAS ON THE COMMITTEE'S
AGENDA 2021/22

The Committee’s time during the year
was devoted to the following interlocking
key areas of focus:

— Strategy
- Embedding
- Controls

Strategy

The Cormmitiee received updates from
the Executive Cormmmittee (ExCo™) on

the sustainabilty strategies for the Food,
Clothing & Heme and International
businesses, as well as the common
themes across the Group on climate
change, community, human rights and
ethical trading. ExCo and senior leadership
were challenged to develop these
strategies with a focus on key customer
concerns, our market pesition on
sustainability and upcoming regulatory
1ssues. These reviews concluded with the
reset of Plan A, under a unifying Group
commitment to be a net zerc business
(including Scope 3} by 2040. As an interim
but mecaningful step, we have alsc made a
public cormmitment to cut our carbon
footprint by one-third by 2025 and the
teams across the business have been
taskad with developing operatlional

plans to deliver against this.

The Committee was also presented
with “deep dives™ on the following areas,
to aid its thinking and development of
sustainability objectives:

— Customer insights cn sustainability
concerns and perceplion of M&S’
sustainability performance.

— M&S' market position on sustainability.
— Climate change.

— Animal welfare.

— Plastics.

— Community investment.

Embedding

The Committee has emphasised during
the year the importance of creating and
embedding a sustainability culture within
the business, to ensure all decision-
mizking is aligned with Plan A objectives.

As such, and to promote the alignment

of Plan A with investment and financing
decisions, the Committee reviewed,
advised on and supported the proposal te
Link a new £850m revolving credit facility
to the delivery of nct zero targets. Further
detail can be found on page 74.

The Committee also considered
aligning colleague mindset wifh

Plan A by incorporating sustainability
objectives in performance-related pay,
recommending that the Remuneration
Committec investigate this further.
More information 1s given on page 76,

Controls

In addition o reviewing and advising

the Audit Commillce on ESC risks and
opportunities (further detail on page 76),
the Committee has challenged the
business to improve its controls on
ESG-related reporting and Plan A
progress. At the Committee’s direction
to enhance accountability, the business
now compiles and tracks progress

with metrics spanning all ESG activities.
Progress with the net zero roadmap 1s
also overseen via a new Plan A (Net Zero)
Steering Group, providing the Commitiee
with assurance that progress is
consistently monitored.

Outside in - Rolling programme

The Committee has been keen to hear
from as many significant voices in the
sustainability world as possible. As such,
il has heard from a host of external
speakers and will continue this practice
in the coming year:

— CEC of a leading consumer goods
business, on embedding sustainability
through controls and culture, and the
market’s response,

— Chief Sustainability Officer of a
global fashien company, on the
importance of innovation, supplier
relationships, transparency through
global supply chains, and changing
consumer sentiment.

— A scientific adviser on animal welfare,
farming subsidies, agricultural
automation, and labour shortages.

ESG COMMITTEE
EFFECTIVENESS REVIEW

The Cormmittee’s performance was
reviewed as part of the 2021/22 internal
Board Evaluation, which is covered on
page 65. The Committee also preoactively
discussed its own effectiveness and
progress against objectives in its first
full year of operation.

The review found that the Committee
was considered to be operating well. The
frequency of meetings, while more often
than the Board's other sub-committees,
was not considered overly onercus given
the need to mamt ain momentum with
the Committec’s objcctives. It is felt that
having the Commillce meet frequently
and providing leadership is having a
positive and galvanising cffect on the
business while we are trying to embed
sustainability mere deeply.

The level of challenge provided by
the Committee to management was
deerned appropriate, and Committee
members also felt the quality of input
from external guest speakers was
valuable. The Committee agreed that
a key focus for next year would be
enhancing customer communication
of our Plan A practices.

2022723 action plan:

- Demonstrate visible change to
custorners and colleagues aligned to
our Plan A objectives, on customer
focus points such as carrier bags,
hangers and plastic packaging.

— Agree strategies for sustainability focus
areas, including on Community, Circular
Fashion and Low (mpact Farming.

— Review our existing strategies
on Hurman Rights, Health and
Animal Welfare,

— Monitor delivery against our net
zero targets, ensuring accountable
businesses have targets integrated
into their three-year plans.

— Strengthen ESC skills and talent
across the businoss.
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GOVERNANCE

ESG COMMITTEE REPORT

CONTINUED

Task Force on (limate-related Fnanciad Disclosures reperts

INTRODUCTION

This report sets out our climate-related financial disclosures, which M&S believes demonstrate our alignment to the Task Force on Climate-related
Finaneial Disclosures (TCFDY) recommendations. For ease, an index table of page references for our TCFD-aligned disclosures can be found on page 77.

Marks and $pencer Group plc has compiied with the requirements of 1.R 8.86R by including climate-related financial disclosures consistent with the TCFD
recommendations and recommended disclosures. Further detailed infarmation can be found in cur Sustainability Report, a supplement to our Annual
Report which enables the Group to provide more detaited and comprehensive reporting of our climate strategy and progress against our Plan A metrics in
alignment with the TCFD recomrmendations and recommended disciosures, The Sustainability Report was published on 7 June 2022 and is avaliable at
corporate.marksandspencer.comy/sustainabilityreport2022.

15 sel out below.

In our report last year, we set out the actions required for us ta disclose fully against all 1CFD recommendations Our pregress against this plan

2021/2022 Actions

Update

Publish the delivery roadmap to
underpin our new net zere ambition
with clear targets across each of
the three scopes.

In Septermber we relaunched our Plan A sustanability programme, supported by a delailed
roadmap which identifies Lhe immediate priarity areas that we must focus on now as we make
our journey Lowards net zero.

Continue to track our performance
against the baseline.

v

Our Scope 1 and 2 greenhouse gas emissions continueé to be tracked in line with the
Greenhouse Gas Prolocol and can be found on page 75 This year we have chosen te disclose

our Scope 3 emissions, recognising that our ability to track Scope 3 emissions is still very
Lirmited due to the complexity of measurement. Improvement in Scope 3 emissions
measurement has been identified as a clear enabler to delivening our strategy

Conduct scenario analysis.

We have undertaken scenaria analysis on threc key areas of our business - Pratem, Colton and ‘/
Property - see page 74

Publish the climate-related risks
and opportunities over the short,
medium and iong term.

we face, over the short (<3 years), mediur (3 10 years), and long term (10 years).

STRATEGY AND RISK MANAGCEMENT

Singe its taunch in 2007 Plan A, our
sustainability programme, has underpinned
the resilience of our organisation’s strategy,
ensuring that we are managing the
environmentai and ethical risks and
apportunities we face as a business, including
climate-related issues. In September 2027,
our Executive Committee and the Board's ES5G
Committee reset Plan A to focus exclusively
on our new Croup goal of being a net zero
business by 2040, integrating this ambition
into our core strategic planning processes,
budgeting and commercial strategy. Led by
the CEQ, over the course of 2021 the Executive
Committee reviewed and updated the
sustainability strategies of the Croup and
accountable businesses. An independent
expert review was commissioned to identify
the most material sustainabitity issues for our
business and assess our perfarmance relative
to competitors. This review highlighted the
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importance of climate change as an issue
far multiple stakeholders and far the M&S
business over the short, medium and long
term, and led to the inclusion of climate
change as a standalone emerging risk in last
year’s Annual Report. Qur response to TCFD
last year explered this emerging risk and
identified the need to better understand
the transitional and physical risks and
appartunities we face as a pusiness.

As we have further developed our
understanding of our climate-related risks
and opportunities, we have moved climate
change from an emerging risk and have
disclosed *Climate change and envirgnmental
responsibility” as an evolution of the previously
disclosed “Social, ethical and environmental
responsibility” principal risk to emphasise the
importance of climate-related issues, and
acknowledge our short term requirement.

to deliver rapid decarponisation by 2025.

In line with the identification of this principal
rsk, each of our accountable businesses and
key functional areas have considered risks
relating to climate change, and more broadly
the delivery of our net zero commitment, as
part of the Group risk management process.
This has allowed the businesses to consider
how climate-retated issues may impact their
strategy both in the short term and beyond,
and therefore to implernent the required
controls to manage these.

Further integration of climate change into
our risk management process, as a principal
risk, has increased the visibility of how the
businesses are decarbonising their activities.
This approach has also provided Droader
oversight through the risk reviews taking place
at business teadership and executive team
level, as well as to the Audit Committee
through Group risk reporting. More
inforrmation on our risk management process
can be found on page 45, which includes

the consideration of climate-related risks.




TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

Climate risks and opportunities

The below table provides a high-level surnmary of the risks and opportunities we have identified over the short, medium and long term across the
business, and the potential impacts these could have.

Policy and regulatory
landscape

QBO

increase costs of key cornmodities in our supply chain.

Current and future poticies and regulations could impact the financial performance of our business and affect our ability
to trade. Governments, including the UK's, are expected to introduce carbon pricing mechanisms to cut emissions in
line with targets set out in the Paris Agreement. Policies that control the production and use of raw materials could

Technological
changes

®E

To achieve the targets set out in the Paris Agreement, new technologies will be reqguired to support a low-carbon
future. A number of these technological changes could also be driven by regulation For M&S, these could include the
requirement to mave away from internal combustion engine vehicles and to move to low-carbaon refrigeration systems,

Changing consumer
preferences

10

Our continued success as a business is reliant on our ability to adapt and meet the changing expectations and needs
of our customers. As public awareness of climate change grows, consumers are seeking more sustainable product
choices, embracing plant-based alternatives, and choosing reusable packaging options.

FINYNAIACD

Impact of extreme
weather on raw
material supply chain

We are reliant on raw materials as ingredients in cur food and fibres in our clothing and home products. Extreme weather
and the effects of changing temperature and precipitation can impact the growth of raw materials such as cotton and
produce. Any impact in supply could increase the cost of raw materials.

Risk key

Building on these risks and opportunities, we
believe it is highly likely that factors such as
the cost of carbon and sustainable consumer
choice will become the norm. it is therefore
imperative that we act now tc be ahead of the
curve and manage the impact of these risks
and opportunities, so we can deliver long-
terrn, sustainable, profitable growth for our
investors, colleagues and wider communities,
and avoid material financial risk in the future.

@ Short term @ Medium term @ Long term

Qur agreed Croup goal, developed in response
to the long term climate-related regulatory
prassuras we face, is to be a net zero business
across our entire supply chain and products by
2040, 10 years ahead of the UK Government'’s
strategy. To support this, we have set a
medium-term target (2030}, aligned to the
Paris Agreement,

Ta be on track to meet this target, we know
that rapid decarbonisation of our entire
business is essential to ensure we mitigate
medium-term risks such as carbon pricing in
high emissicns activities. In the short term, we
have set ourselves an interim goal of reducing
emissions by atmost 2 million tonnes by 2025
and have set out a detailed roadmap outlining
the immediate priorities we will focus on as we
make our journey towards net zero.

OUR ROADMAP TOWARDS NET ZERO

-~ TEN IMMEDIATE PRIORITY AREAS FOR TRANSFORMATION ‘

PLAN A

Becance, there vs re Plan

Feduced wcte, and emissions

15 @b

Zero emissions property
Beliver a more efficient.
store estate.

by 2030,

Reduce food waste
- 100% of edible surplus to
be redistributed by 2025
- Food waste reduced by 50%

©

Suppliars and business
partners on net 2eve journey
Looking beyond our own
operations to spark change and
support decarbonising across our
full value chain.

Change: driven in collaberation with supplier purtners, Moidmu«!mbml

&

Zero deforestation
- 100% of soy to be sourced
frorn venified deforestation and
convarsion-frea ragions by 2025/26
- 100% segregated responsitly
sourced paim oit by 2025/26.

increasing the range
of plamt-based protein
Double the sales of vegan and
vegetanan products by 2024,

B

Reduce and recycle

packaging
- 100% of packaging ta
be recyclable by 2025,
- 30% reduction in volume
af plastic food packaging
by 2027,

OUR BASELINE

5.7m tonnes

of carben emitted iy 201617

el =
O 9
Zero emissions transport
Moving to low-carbon logistics
with reduced dependency on
dieset and ncreased use of new
technologies and cleaner fuels.
Contriputing to cross-industry
action threugh collaboration.

34% reduction

In carbon emlssions
versus our bassline

A @

Low-impact farming
We support our farmers to

enable them to grow low carbon,

responsible food, use fewer
peskcides, enhance their sail,
protect natural resources and
drve innovation,

2020

TRRGET

55% reduction

in earbon emiasions
varsus our baseline

1

Circular Y inable sourcing
Enhancing our clothes 100% verified recycled
reeycling scheme with polyester by 2025/26.

new incentives for

Sparks members.

Net zero

acrost shtire
value chaln
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GOVERNANCE

ESG COMMITTEE REPORT
CONTINUED

TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

The 10 workstreams identified in our roadmap
towards net zero cover emissions reductions in
our property estate and logistics netwaork, as
well as sourcing lower impact raw raterials for
our products and engaging suppliers and
business partners to reduce emissions from
their own operations. As an own brand retaiter,
we are uniquely positioned to infisence
upstream to effect change with our

£850m Sustainabili

trusted supplier partners, and downstream to
incentivise changes in custormer behaviour
thanks to the unigue relationships we have.

To support our net zero ambition, we are
resetting our investrnent approach to ensure
Pian A sits at the very centre of investment
decisions. We have begun to integrate the
climate-related risks and opportunmties into

our three-year financial planning process by,
for exarmple, including the capital expenditure
required to manage the impact of our
climate-related risks in our aoperations and the
profit impact from climate-linked products
and services. As part of our broader financial
strategy, we have also launched our first
sustainability-linked loan facility.

in December, we agreed a new £850m Revolving Credit Facility, directly linked to the delivery of net
zero targets Under the terms of our new facility, which will run to June 2026, we will benefit from a
lower interest rate for delivery against four metrics that deliberately focus on matenal emissions

linked loan facidity

hotspots aligning to our rcadmap towards net zero, and areas of customer concern. [hesc cover zero
deforestation, sustainable fibre sourcing, packaging reduction and reducing our property emissions

We have engaged Deloitte to undertake an ISAE 3000/340) Umited assurance engagement in respect
of M&S' reported information aligned to the metrics associated with our Revolving Credit Facility.

You can read maore from our Group Treasurer on our corporate website: corporate.marksandspencer.
com/stories/blog/driving-net-zero-with-our-first-sustainability-linked-loan-facility

Quantitative scenario analysis

We are clear on the importance of
understanding climate risks and opportunities
over the short, medium and long term.
Recognising climate-related risks and
opportunities is an emerging area but critical
issue, we complimented our existing risk
management process outlined on page 45
with a bespoke scenario analysis to assess
potential implications of climate-related

risks in the madium term.

2030 reflects a medium-term timeframe for
climate risks and opportunities to emerge,
whilst also allowing for the integration of risk
management inta our business planning
cycles. We chaose a narrow scope for our
quantitative scenario analysis, focusing on
animal protein, cotton and UK property. These
areas were selected fotlowing a materiality
assessment which considered both the
potential climate-related impact and the
impact on financial performance to M&S,
whilst ensuring fair and batanced reporting
across the accountable businesses.

Exposure was determined based on
percentage of profit, percentage of total
cansumption and total emissions. Our analysis
looked at the impact of two plausible future
states - average global temperature increases
of 1.5°C and 4°C due to climate change by
2100. The transition and physical risks
identified are cutlined in the table on page 75
{impact in 2030}

For the purpose of this risk assessment and
analysis, we have assumed that M&S’ business
activities remain static, that we do not innovate
of mitigate the impacts or change our
sourcing strategy; and increases in costs are
absorbed by M&S. This is a worst-case scenario
approach, focusing on the risk exposure in
these areas. Our financial modelling has not
included quantitative analysis of opporturities,
however, these are considered qualitatively

in our mitigating strategies.
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What dses a 1.5°( soenanio look like?

A low-carbon transition scenario (known as transition risk) focuses on the rapid policy,
regulalory, technological and market changes thal will be reguired by 2030 to restnict
emissions to a level which Limits global warming to 1.5°C. Examples of the types of changes
include the application of carpon pricing schemes in both advanced and emerging
economMIes 1o reduce £MISSIONS Across various sectors, and an increasing awareness

within society on climate change resutting in a change in lifestyle choices and habits.

Based on the climate risks and opportunities outlined on page 73, we have identified the
expected introduction of ¢arbon pricing mechanisms to cut emissions in line with targets set
out in the Paris Agreement as the greatest nisk we face in the medium term. This 1s alsc a
transition risk that is suitable for quanbtative scenario analysis, as we have guantifiable data
which 1s linked to detailed measures set out by the UK Climate Change Committee required
to detiver UK emissions net zero by 2050. We have therefore focused our scenario analysis on
the iImpact of a carbon tax on the three scope areas

ccenario ook like?

The physical climate impact scenario (known as physical risk} assumes limited policy or
regulatory support for emission reduction, leading to a world with increasing physical cimate
change impacts. The scenario showcases a future world where there are gradual, chronic
changes in temperature and precipitation patterns, as well as mare frequent and intense
extrerne weather events.

We have underlaken our scenario analysis on the following risk areas, focusing on the most
material nsks for which climate data from credible sources is available.

- Chromic climate change - changes In temperature and precipitation
- Extrerme weather events - floods, droughts, heatwaves and cold waves

Whilst if is clear that the impact of risks
under a 1.5°C and 4°C scenario could happen
sirmuttarieously, for the purposes of our
scenario analysis we have assumed them to
be mutually exclusive. This year we have
chasen to disclose cur impact gualitatively.
Moving forward, we want to expand our
quantitative scenario analysis to other areas
of the business, and consider longer-term
harizons to help us continue to build a better
picture of the climate-related risks and
opportunities facing M&S.

As we expand our scenario analysis to
develop a more detailed unaerstanding

of the financial risk on our business, we will
share the quantitative impact.




TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUELD

To ensure the resilience of our organisational strategy across these different climate-related scenarios, our plans for mitigation highlighted in our
quantitative scenario analysis are integrated within Plan A and delivered via our roadmap workstreams (see page 73). The outcomes of the scenario
analysis were then embedded in the risk registers of our various businesses, via the risk owners. Our mitigating strategies outlined on the right-hand
side of the table below are four of the 10 workstreams identified in the roadmap. More details of the ongoing progress within these workstreams can
be found in our Sustainability Report under the relevant headings.

impact in 2030

Business Transition risk Physical risk Impact of climate risks on our Net Zero Workstream mitigating
area Scope {1.8°C scenario} (4°C scenario)* arganisation’s financial performance strategies to ensure resilience a
In 2030, the highest financial risk arises 2
from modelled transition risk, not modetled g
physical risk.” z
Protein UK and reland Carbon tax Extrame weather Beef has the largest cost impact due @ Low-impact farming - 2
sourced beef, onagricultural  events and to the high carbon emissions associated e toreduce agricultural m
lamb, pork, emissions {to chronic climate  with its production. emissions
E:alli:en an:j:! . the farm-gate) changc_e :rrlwtpath increasing our range
Y products on agricultura of plant-based protein -
production to encourage plant-based
diets for our customers
Cotton Globally Carbon tax on Extreme weather Cost impacts from manufacturing -@° Working with suppler
sourced agriculttural events and ermissions are higher than agricultural M and business partners on
raw material  (seedto chronic climate  emissions, s manufacturing is a more net zero journey -
used in our farm-gate)and  changeirmpact  carbon intensive process. The financial Sustainable Apparel Coalition
clothing manufacturing  onagricultural exposure is greatest on cotton sourced - to support partners to
(all steps production and manufactured in india and China, reduce emissions in
in cotton due to cur reliance on cotton products manufacturing
production) from these countries.
emissions
S{eTlua gVl UK Property  Carbon taxon Flocd risk The financial impact may manifest itself in - 3%, Zero emissions property —
Estate Scope | and 2 an increased cost of compliance. '.@: Our Scope 1 and 2
amissions greenhouse gas ernissions

—to reduce Scope 1
ang 2 ermissions

*  Financial exposure from physical risk analysis to 2030 is low and therefore not considered as part of tha mitigating strategies outlined above. Moving forward we will consider
longer-term horizons when assessing physical risks.

METRICS AND TARGETS

Our net zero ambition builds on our absolute Greenhouse gas emissions
science-based target, aligned to the UN
ambxtion to limit global warming f0 15°C.
Behind this ambition is 2 roadmap with
clear milestones:

— 2025 target - 34% reduction in earbon M&S operational emissions (Scope 1 and 2)°

emissions versus our baseling’, 760,000

Qur Scope 1 and 2 carbon emissions, reported in line with the Greenhouse Gas Protocol are
outlined in the chart below. These are assured by DNV Business Assurance Services UK Limited -
rmore information can be found in the Sustainability Report Independent Assurance Staternent.

~ 2030 target - 55% reduction in carbon Base year for our net zero

600,000

ernissions versus our baseline. reset required by SBTI™
— 2035 target - Net Zero across our own £00000 o,
business. ’
~ 2040 target - Net zere across our entire 400,000
value supply chain.
To achieve these targets, our roadmap 300,000
includes 10 key workstreams outlining the
immediate priorities we will focus on as we 200,000
make on our journey towards net zero. These
warkstreams are at giffering levels of maturity. 100,000
Those more mature workstrearns have targets ’
{see roadmap on page 73} with associated o
matrics to measure performance. The Original 2012 23 2014 2016 2016 2017 2018 2019 2020 2021 2022
reraining workstreams have more formative Baseline™ | |

goals. Performance against these metrics, and 10-year performance snapshot

updates on the remaining workstreams can be ® Location based & Market based

found in our Sustainabiiity Report under the * Please note, in accordance with GHG protocol guidetines, anq n the absence of appropnate renewable sourcing in

relevant headings our 2015-16 reporting year and prior, our location-based emissions were equal to market-Dased ermissions.

. Significant reductions in market-based performance in 2017 is primarily due to the procurement. of repewable
1. Curbaseline is 5 7 million tonnes of carbon emitted electricity, All figures represent scope 1 and 2 data only se as to present a far and like-for-Uke trend [or comparison
in 2016/2017 ** Our onginal baseline was 2006/07. This has been used consistently as our basebne year in annual Plan A

performance reports Following the reset of Flan A, our base year is now 2016/17 This is used for our Science
Based Target submission and will be used for our submissions to the Carbon Disclogsure Projest (COP)
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GOVERNANCE

ESG COMMITTEE REPORT
CONTINUED

TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

METRICS AND TARGETS CONTINUED

‘I ® Sourcing ® Operations integrating sustainability
® Manufacturing @ Franchise metrics in remuneration
‘ ® Packaging ® Investments Durning the year, the ESG Committee
Scope 3 recorrémended_ the inchusion of a sustainability-
emissions inaction o Scope | ana 2 emissons e S e nlopeornce tare
have chosen to disclose the Scope 3 emissions gemuneration Committes cogsidefeci thi
2016/2017 that form the basis of our science-based target. - ; Lor + LIS,
5.5 million instructing a review of feasibility with input

Moving forward, this baseline will be used to
track the emissions reduction that form our
rapid decarbonisation plan to reduce our
footprint by 34% by 2025,

from our femuneration advisers, PwC,

on the market position. More information

on the outcome of this is provided in the
Remuneration Committee Report on page 88.

tonnes CO.e

Streamlined energy and carbon reporting

Energy and transport fuel consumed Creenhouse gas ("GHG") emissions

Last year This year Last year
This year 2020/21 2021722 (000 2020/21
2021/22 (CWh) (Gwh)~ % Change tonnes) (DOO tonnes)” % Change
UK Qperations 1,132 1,072 &% Direct emissions (Scope 1} 174 157 1%
International Qperations 25 13 15%  of which UK&ROL 172 156 10%
Group 1,157 1,091 6% {ndirect emissions from
purchased electricity {Scope 2) 140 141 -1%
*  Energy consumption (CWh) for 2020721 has been re-stated toaccount for a T )
historcat reporting error that has beenidentified, concerning reported anergy from of which UK & ROI: 124 129 -4%
diesel fuel Consumpton of diesel fuel has been reported accurately in litres, with Yotal gross iocation-based
fuel cards being used ta coliect data A conversion factoer used to calculate energy method Sco: 142
(CWh) from fuel consumption {litres) has previously been applied incorrectly, and as o pe
such, the energy reported iast year has been re-stated. The conversion factor used GHG emissions 314 298 5%
to calculate greenthpuse gas ermissions (tCO,e) from diesel fuel consurnption (litres) of which UK & ROI: 206 285 4%
was applied correctly and reported as such - - -
In 2021/22 operations were not impacted by national lockdowns in g:i;ll:st;nsﬂy per 1,000 sq ft 16 15 6%
the way they had been in 2020/21. As a result, energy and fuet oor
consumption increased this year, as compared to the previous year, by Procured renewable energy 124 120 3%
6%, returning to similar levels of consumption as seenin 2019/20 (+4%). Total gross market-based
Location-based Scope 1 and 2 greenhouse gas emissions have gone method Scope 1+2
up in line with the increase in energy consumption, but also reflecting a GHG emjssions 190 177 *%
reported increase in emissions from refrigerant leakage, as maintenance of which UK & ROL 173 165 5%

of refrigerant systems and top-ups resumed this year following
Covid-related disruption tast year. Market-based Scope 1 and 2
emissions have increased by a smaller amount, due to a greater portion
of electricity being purchased via a green tariff Measures taken to

improve energy efficiency throughout this year have inciuded the
installation of LED lighting in our internaticnal division, introduction
of ISO 80001 in our Clothing and Home warehouses and improved

metering in UK and ROl properties.
GOVERNANCE

" GHG emissions {DOO tCO,8) for 2020/2) have been restated to account for the
Motherwell warehouse coming into M35 boundary of operational controlin 2021/22,
since operations began st the site during 2020.

The Board has ultimate responsibility for both
risk managerment and ESG matters, inciuding
those risks and opportunities related to
climate change. Responsibilities in relation
to ESG matters are discharged to the ESC
Committee. Responsibilities in relation to risk
management are discharged te the Audit
Committee. Board members are on both of
these Committees. The CEQ is accountable
for the delivery of the Company’s ESC
programme including climate change.
Climate change and the delivery of our net
zero goal are a strategic priority as outlined
in the ESG Committee Report (page 70).

Executive accountability for overseeing
the structure of the Croup’s overall risk
management framework sits with the CFO,
supported by the Group Risk team. At a
management level, the leadership teams of
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the business areas (Food, Clothing & Home,
International, Retail & Property and Bank &
Services) are responsible for their business’ risk
register, and for managing and resourcing
mitigating activities.

ESG risks, inciuding those clirmate change
risks identified via our TCFD scenario analysis,
are considered as part of the business’ risk
register The Executive Committee members
are individuatly responsible for reviewing ana
confirming risks in their own areas, with the
executive directors reviewing the entirety of
the principal risks at the half year and year
end, providing the Audit Committee with
assurance that significant risks arg
appropriztely monitored and managed.

As required by the UK Corporate Governance
Code, the Audit Committee is tasked with

ensuring the effectiveness of the risk
management process, as well as confirming
that the principal risks and uncertainties of
the business are appropriately addressed.

The Audit Committee review the principal risks
twice a year, of which climate change and
environmental responsibility is one. In addition
to this, as part of our governance and
non-financial control arrangements, the ESG
Committee have oversight of our climate
change and ervironmental responsibility
principal risk and continue to support the risk
management process by reviewing and
providing the Audit Committee with
recommendations on all ESG-related risks,
including climate change. Further details on
the Croup’s overall risk management process
and governance are available on page 45



TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

Following confirmation of our Group goal, we
set up a Plan A (Net Zerg) Steering Croup to
mobilise action across the business in line with

the roadmap towards net zero.

This Steering Group is formed of business
representatives across the leadership team
and sponsaored by the CFO and Nick Folland,

our General Counsel & Company Secretary, suitable considerations are included within
who are responsible for Plan A. The Group the financial planning cycle. The Steering
rmeets bi-monthly to drive progress along our Group updates the 3G Committea,

roadrap and workstreams, ensuring that a sub-committee of the Board, ona quarterly

targets are delivered to mitigate our climate basis on progress against our net zero targets.
risks, including those identified in our scenario
analysis. The Steering Group also ensures

Board - Ultimate responsibility for both Risk Management and ESG matters,
including those risks and opportunities related to climate change.

Audit Committee - ESC Committee

— Responsible for ensuring the effectiveness of the
risk management process, and canfirming that the
principal risks and uncertanties of the business are

appropriately addressed

— Rewviews the principal risks twice a year, of which
clmate change and environmental responsibility is one

— Responsible for ensuring the Company's ESG strategy
rermains fit for purpose, and plans are in place and
reported on

— Advises the Audit Committee on £SG-related risks and
opportunities, including climate-related 1ssues.

Executive Committee

— The CEQ s accountabie for the delivery of the Company's ESG programme including climate change.

— The Executive Committee members are Individually responsiole for reviewing and confirming risks in their own areas,

including climate risks.

Group Risk Management

— Responsible for implementing the Craup risk management
process, through which the business manages climate-

related risks.

— See risk management process and governance overview
on page 45.

Business and Functional Leadership Teams

— Responsible for their business’ risk register, and for

Plan A (Net Zero) Steering Group

- Responsible for driving progress along our Net Zero
Workstreams, which mitigate cur climate risks

- Updates the ESG Committee on a quarterly basis on
orogress against targets

~ Ensures net zero strategy considerations are included
within financiat planning cycles.

T

managing and resourcing mitigating activities.

— Responsible for ensuring clmate-related risks are
considered as part of the business risk register.

ACTIONS WE WILL TAKE IN 2022/23

INDEX

Saction {as per TCFD
recommendations} Page

Ta Page 76 and 77

th Page 76 and 77

2a Page 73, 74 and 75

2b Page 73, 74 and 75

2c Page 72, 74 and 75

3a Page 72

3b Page 72 (Risk Management
Section ~ page 45)

3c Page 72 (Risk Management
Section -~ page 45)

4a Page 75 and 76
Sustainability Report

4b Page 75 and 76

4c Page 73, 75 and 76
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GOVERNANCE

AUDIT

INTRODUCTION

As Chair of the Audit Committee

{the "Committee™), | am pleased 1o present
my ninth and final report. These pages
cutline how the Committee discharged
the responsibilities delegated to it by

the Board over the course of the year
ended 2 April 2022, and the key topics

it considered in doing sa.

During the year, the Committee’s core
duties remained unchanged and the
usual cadence of activities relating to
risk, assurance and internal controls
remained in place. While many immediate
challenges arising from Covid-19 and
Brexit had dominated the prior year, the
backdrop of this year continued to be
characterised by change and uncertainty.
In particular, navigating the risks
associated with macroeconomic factors
were key components of discussion in
every area of the business, including the
Russian invasion of Ukraine in the latter
part of the financial year. Detail on our
risk mitigating activities can be found on
pages 439 to b4

The Committee continued its work to
strengthen non-financial controls and
govearnance arrangement s including:
updating and improving policies, metrics
and assurance processes to ensure
compliance with our Code of Conduct;
refreshing accountabilities of the
Financial Services Compliance Monitoring
Committee to enhance oversight of
duties relating to M&S Bank and Services;
and driving progress with business unit
levelimprovements to risk reporting

and rmonitoring,

78 Marks and Spencer Group plc

The Committee fulfils a vital role in

the Company’s governance framowork,
providing valuable independent challenge
and oversight across all financial reporting
and internal control procedures.
Ultimately, it ensures our shareholders’
interests are protected, the Company’s
accelerated transformation is supported
and long-term value is created.

As referenced in the Chairman's Overview
and the Nomination Committee Report,

I have served as a non-executive director
of M&S and chaired this Committee

for nine years. | am therefore stepping
down as Chair of the Cormmittee on

COMMITTEE MEMBERSHIP

COMMITTEE REPORT

« THIS YEAR CONTINUED TO BE
CHARACTERISED BY CHANGE AND
UNCERTAINTY. NAVIGATING THE RISKS
ASSOCIATED WITH MACROECONOMIC
FACTORS WERE KEY COMPONENTS

OF DISCUSSION. »

Andy Halford, Chair of the Audits Committce

7 June and, having ensured a smooth
Lransition, will retire from the Board and
as a Committee member by the end

of 2022

Evelyn Bourke witl take over as Chair of
Lthe Audit Committee, bringing a wealth of
knowledge from a variety of financial and
risk-related leadership roles, including at
the Bank of Ireland, Adrmiral and AJ Bell.

| leave the Commitice in good hands.

INDEPENDENCE AND EXPERIENCE

The Committee solety comprises independent
non-executive directors. Detailed information
on the experience, qualifications and skillsets
of all Committee members can be found

on pages 60 to 61,

MEETINGS HELD IN 2021/22

The Board has confirmed that it is satisfied all
Committee members possess an appropriate
level of independence and relevant financial
and cormmercial experience across various
industries, including the retail sector.

The Board has also confirmed that it is
satisfied both Andy Halford and Evelyn
Bourke possess recent and relevant

financial experience.

The Committee held five meetings during the
year, with members of senior management
invited to attend and to present as and when
speciatist technical knowledge was required.
The Committee met without management
present befare a number of meetings. it also
met privately with the lead audit partners,
and separately with the Head of Internal
Audit & Risk, after a number of meetings.

It is important for the Committee Chair to
understana fully any topics of concernto

To support him in fulfilling this role during
the year, Andy Halford met reqularly,ona
one-to-one basis, with the CEO and CFC,
the Director of Group Finance, the Head of
internal Audit & Risk, members of senior
management and the lead audit partner
from Deloitte.

More information about the Audit
Committee is available in our full
disclosure of compliance with the
UK Corporate Governance Code at

facilitate meaningful dialogue during marksandsp com/th pany.
Committee meetings.
Number of Maximumm
Member since meetings fed possible r ing
Evelyn Bourke 1 Feb 2021 5 5
Andy Halford 1 Jan 2013 5
Justin King 4 Nov 2019 5




WHAT WAS ON THE COMMITTEE’S AGENDA IN 2021/22

CORE DUTIES

The Committee undertook the foltowing core
activities during the year;

~ Monitored the integrity of the annual and
interim financial statements and any formal
announcements relating to the Company’s
financial performance, with a focus on
reviewing the significant financial reporting
policies and judgements within them.

— Reviewed internal controls and risk
management processes particularly in the
context of challenges posed by Covid-1%
and Brexit.

- Reviewed the Board's approach to assessing
the Company's long-term viability.

~ Debated and agreed changes to the
principal risks.

- Maintained the relationship with the
external auditor, including monitoring
their independence and effectiveness.

- Reviewed the effectiveness of the
Cormpany's whistleblowing, fraud, gifts
and hospitality procedures.

- Reviewed and approved the Company's
staternent of compliance with the Groceries
Supply Code of Practice ((CSCOP™.

- Assessed whether the Annual Report,
taken as a whole, was fair, balanced and
understandable.

- Reviewed the effectiveness and
independence of the Internal Audit &
Risk function.

- Reviewed relevant financial and climate-
related scenario analysis, dentifying
future climate risks and opportunities
with the support of the Environmental,
Social & Governance ("ESG") Commitiee,
for the purpose of aligning with the
recommendations from the Task Force on
Climate-related Financial Disclosures ("TCFD").

INTERNAL CONTROLS FRAMEWORK

The Committee received updates on internal
control matters from the Internal Audit team
at each meeting, as part of its key duty

to review the Compariy's internal controt
pracesses. This regular moniteoring of the
internat control framework ensured timely
identification of issues and formal tracking of
remediation plans.

Instances where the effectiveness of internal
controls were deemed to be insufficient

were discussed during the year, either by the
Audit Committee or the full Board, and the
resulting improverment plans were monitored
by the Committea

in particular, the Committee debated M&S'
response and approach to the BEIS white
paper on restoring trust in audit and corporate
governance. Whilst our gap analysis inglicated
the business would be in & strong position

to comply with each of the potential
requirernents, it was agreed that steps should
be taken to strengthen the Company’s
internal control envircnment, regardless of the
outcome of the BEIS proposals. The progress
of the Control Strategy delivery plan was

then monitored by the Committee.

Risk and control updates

In line with the Group Risk Policy, our
accountable businesses and key functions
rermain respensiple for managing and reporting
their risks, as well as maintaining their internatl
control environment. The output of these
activities is reviewed by the Audit Committee
through annual updates provided directly by
maragement, and summarised below

External audit

The Committee also noted the internal control
findings highlighted in the external auditor’s
report and confirmed that it is satisfied there
is no material misstaternent and that relevant
actions are being taken to resolve any control
matters raised.

MANAGEMENT UPDATES

The Committee recejved detailed updates
from one or more business areas at each of its
meetings. Each update included a review of
the risk register, noting progress made to
implement key mitigating actions, emergmng
risks being monitored and outstanding actions
fram Internal Audit reviews completed.
Management has also confirmed how it
continues to maintain key contrel and
assurance activities. These presentations are
scheduled on a rolling 12-month basis, with
additional rmatters dentified by Internal Audit
added throughout the year as they arise.

Retail, Property and

Business Continuity

- Evaluated the plans to rotate the store
estate, considering risks relating to
inflaticnary pressures on renewal costs,
sustainability factors, and the potential
need to expand human resources to
maintain and accelerate pace. The
accounting treatment of the store
prograrmme was also debated and agreed
with the external auditors.

— Monitored results and agreed actions from
business continuity exercises and assurance
reviews which had taken place globatlly
Assessment areas included disaster
recovery plans at distribution centres and
the manufacturing and sourcing model.

Clothing & Home

- Evaluated thie risks arising from delivery of
Plan A commitmerits in Light of the scale
and complexity of the net zero challenge,
and risks arising from the introduction of
third-party brands, Considered and agreed
controls to manage these and other
changes, including creat:on of a new
Finance role.

— Discussed post-Covid custorner behaviour
and uncertainties arising from inflationary
pressures in raw material, labour and freight.

- Monitored compliance in the supply
chain with emphasis on modern slavery,
child labour, chemicals and product
safety regulations, including a return to
in-person audits.

Food

- Reviewed and assessed risks relating to
Ocado Retait, from the launch of new
products on the platform through to
financial and strategic impacts of the
joint venture.,

- Considered GSCOP compliance, agreed on
additional training for suppliers and monitored
the supply chain transformation risk.

- Discussed and agreed stronger controls
and process adherence in food product
development and food safety.

Internationat

— Monitored risks arising from
macroeconomic conditions, including
delivering growth in priority markets,
end-to-end supply chain and brand
investment by franchise partners.

— Evaluated the mitigating actions presented
by management against Brexit and differing
responses to Covid-19 in local jurisdictions.

Bank & Services

— Considered the regulatory responsibilities
and risks associated with having commercial
partners operating under the M&S brand.
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— Examined updates from the Financial
Services Compliance Manitaring
Committee, including an annual review
of the framework and accountabilities.

Digital & Data

- Discussed risk appetite and ethics around
data use.

— Assessed cyber security risk and instigated
a review of existing insurance palicies, i_ater
in the year, the Committee evaluated the
potential security impact of the invasion of
Ukraine and reviewed acticns to manage the
increased threat.

— Monitored the technology transformation and
discussed key areas of risk including available
talent resource, quarterly investment
assessments, cloud migration and compliance
with payment data standards.

HR

— Considered the launch of the MyHR
system and recommended a project
implementation review with regards to
colleague onboarding, particularly during
the Company’s peak-trading period.
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AUDIT COMMITTEE REPORT

CONTINUED

AUDIT COMMITTEE EFFECTIVENESS REVIEW

The Committee’s performance was
reviewed as part of the 2021/22 internally
facilitated Board Evaluation, which is
covered on page 65.

The review found that the Committee
functlions effectively, with strong
leadership from Andy Halford. Issues are
dealt with in a thoughtful, clear and
ngeorous manner. Feedback on the level
of challenge and quality of updates
provided by the Committee o the
Board was positive,

The Committee was considered to be
operating well in terms of meeting
structure. There is an awareness and
acceptance that the demands on
members time are significant but
necessary. The remit and duties of the
Comrmittee were considered correct,
particularly with its expanded oversight of
risk, with a greater focus on non-financial
controls and cyber threat, both of which
arc only expected to increase. The range
of assurance provided to the Board by the

Committee was deemed appropriate, and
its interactions with the ESC Committee
were considered to be working well. [t was
agreed more work was required Lo tackle
business actions, structural issues, and
topics that frequently reappear on the
Committee's agenda.

The Commitice made good progress on
the 2021/22 action plan, parlicutarly in
relation to increasing the focus on
technology, with risk reporting and
compliance monitornng becoming
embedded inlo the business in a more
robust way. The Company’s business units
are becoming more accountable for risk
management, but further work 1s required
in this area to conlinue 1o Improve.

2022723 ACTION PLAN:

— Support the transition of the
Committee Chair, and related
Committee composition.

— Prepare for the next external audit
tender, and Partner rotation the
following year.

— Review the effectiveness of the Internal
Audit function and its activities.

— Continue review of the Group's controls
framework as well as monitoring the
implications of the BEIS Restoring Trust
in Audit and Corporate Governance
reforms when they are published.

—~ Continue to push the accountability
agenda for risk reporting at a business
unit level.

- Continue to assess what improvements
are required in the Company’s
information security, systems and
technology.

— Drive and encourage management to
tackle structural or reoccurring risk and
issue areas.

FAIR, BALANCED AND UNDERSTANDABLE

At the request of the Board, the
Committee has considered whether,
inits opinion, the 2022 Annual Report &
Financial Statements arc fair, balanced
and understandable, and whether they
provide the information nocessary for
shareholders to assess the Group's
position and performance, business
model and strategy.

The structure of the Annual Report
focuses strongly on the key strategic
messages n the Strategic Report. It was
therefore impoertant for the Committee
to ensure these messages are fairly
summarised and lead to the overall
transparency of the disclosures made
throughaout the report, which it knows
stakeholders find useful, and that the
rmessages presented by the business are
bath clear and reflective of the Company
as awhole.

The Committee received a full draft of
the report and provided feedback on it,
highlighting the areas that would benefit
from further clarity The draft report
was then amended tc incorporate this
feedback ahead of final approval.

When forming its opinion, the Committee
reflected on the information it had
received and its discussions

throughout the year In particular,

Lthe Committee considered:
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iS THE REPORT FAIR?

— Is the whole story presented and has
any sensitive material been cmitted
that should have been included?

— Is the narrative in the reporting on the
business performance in the front of
the report consistent with that used
for the financial reporting in the
financial statements?

~ Are the key messages in the narrative
reflected in the financial reporting?

— Are the KPIs disclosed at an appropriate
level based on the financial reporting?

IS THE REPORT BALANCED?

— Is there a good level of consistency
between the narrative reporting in
the front and the financial reporting
in the back of the report; and does
the messaging presented within each
part remain consistent when one is
read independently of the other?

— Is the Annual Report properly
considered a document for
sharenolders?

— Are the statutory and adjusted
measures explained clearly with
appropriate prominence?

— Are the key judgements referred
to in the narrative reporting and the
significant issues reported in this
Audit Committec Report consistent
with the disclosures of key estimation
uncertainties and critical judgements
set oul in the Tinancial staterments?

— How do the significant issues identified
compare with the risks that Deloitte
plans to include in its report?

IS THE REPORT UNDERSTANDABLE?

— Is there a clear and understandable
framework to the report?

— Are the important messages
highlighted appropriately throughnout
the document?

— Is the layout clear with good linkage
throughout in a manner that reflects
the whole story?

CONCLUSION

Following its review, the Committee
was of the opinion that the 2022
Annual Report & Financial Statements
are representative of the year

and present a fair, balanced and
understandable overview, providing
the necessary information for
shareholders to assess the Group’s
position, performance, business model
and strategy.




SIGNIFICANT ISSUES

The Audit Committee has assessed
whether suitable accounting policies
have been adopted and whether
management has made appropriate
judgements and estimates.

Throughout the year, the Finance team
has worked £o ensure that the husiness

is transparent and provides the required
level of disclosure regarding significant
1ssues considerad by the Committee in
relation to the financial statements, as well
as how these issues were addressed, while
being mindful of matters that may be
business-sensitive

This section cutlines the main areas of
judgermnent that have been considered by
the Committee to ensure that appropriate
rigour has been applied. All accounting
poticies can be found in note 1 to the
financial statements. Where further
information is provided in the noles Lo the
financial statements, we have included Lthe
note reference.

Each of the areas of judgement has
been identified as an area of focus and
therefore the Committee has also
received detailed reporting on these
rmatters from Deloitte.

PRESENTATION OF THE
FINANCIAL STATEMENTS

The Committee gave consideration Lo Lhe
presentation of the financial statements
and, in particular, the use of alternative
performance measures and the
presentation of adjusting items in
accordance with the Group accounting
policy. This policy states that adjustments
are only made to reported profit before
tax where income and charges are
significant in value and/or nature, The
Committee received detailed reports from
management outlining the judgements
applied in relation to the disclosure of
adjusting items. In the current year,
management has included in this
category: the implementation and
execution of strategic programmes;
directly attributable gains resulting from
the Covid-19 pandemic; impairments,
impairment reversals and write-offs of
the carrying value of stores and other
property charges; Ocado Retail Limited
related charges; the reduction in M&S
Bank charges incurred in relation to the
insurance mis-selling provisicn; and
franchise restructuring charges

© Scenote 5 on pl43.

PROPERTY MATTERS (INCLUDING
ASSET WRITE-OFFS, ONEROUS
LEASE CHARGES AND USEFUL
ECONOMIC LIVES)

The Committee has considered the
assessments made in relation to the
accounting associated wilh the Group’s
UK store pstate strategy The Committee
receved delaided reports from
management outlining the accounting
treatment of the relevant charges and
reversals, including impairment,
accelerated depreciaticn, dilapidaticns,
redundancy and onerous lease costs
(including void pericds) The Committee
has reviewed the basis for the key
assumptions used in the estimation of
charges/reversals {(most notably in relation
to the costs associated with property exit/
sub-let costs, the sale proceeds expected
to be recovered on exit, where relevant,
and thoe cash flows Lo be gencerated by
each cash-generating unit in the pericd to
closure). The Committee has challenged
management and is satisfied that the
assumptions made are appropriate

The Committee is also satisfied that
appropriate costs and associated
provisions have been recognised in

the current financial year.

© Sceenotes 1,5, 15 and 22 on p130, p143,
pl159 and p175 respectively

IMPAIRMENT OF GOODWILL,
BRANDS, AND TANGIBLE AND
INTANGIBLE ASSETS

The Committee has considered the
assessments made in relation to the
impairment and impairment reversats

of goodwill, brands, and tangible and
intangible fixed assets, including land

and buildings, store assets and software
assets, The Committee received detailed
reports from management outlining the
treatment of impairments and reversals,
valualion methodology, the basis for

key assumptions (e.g. discount rate and
long-term growth rate) and the key drivers
of the cash llow forecasts. The Commitlee
has challenged management and is
satisfied that these are appropriate.

The Committee has also understocd the
sensitivity analysis used by management
inits review of impairments and reversals,
including consideration of the specific
sensitivity disclosures in the relevant
notes. In addition, the business plans
detaling management’s expectations of
future performance of the business are
Board-approved. The Committeg is
satisfied that appropriate impairments

and reversals of tangible and intangible
assets have been recognised.

© Seenotes 1,5, 14 and 15 on p130, p143
and p157-159 respectively.

INVENTORY VALUATION
AND PROVISIONING

As a direct result of the restrictions on
non-essential retail imposad in response
to the Covid-19 pandemic, the Croup's
ability to sell through existing Clothing &
Home stock was deemed to be
significantly impacted, and additicnal
Clothing & Home inventory provisioning
was required at the end of 2019/20.
However, strong trade has allowed the
Croup to continue 1o sell much higher
volumes of sltock than assumed versus
the Covid-19 scenario on which the
provision was created. As a resull and
supported by the vaccines and removal
of Covid-19 restrictions, a net credil has
been recorded. After taking into account
this release, the Covid-related inventory
provisions recorded in the 2019/20
financial statements have now been
fully released and inventory provisioning
methodclogy has returned to
pre-pandemic methodology.

Incrermental provisions remain in place
only in relation to the provision against
excess slow-moving personal protective
equipment, committed to during the peak
of the first Covid-19 lockdown and
incurred directly In response to the
Covid-19 pandemic.

The Committee considered the Croup’s
current provisioning policy, the impact

of expected future expectations of
sell-through impacting the recoverability
of the cost of inventories held at the
balance sheet date and the nature and
condition of current inventery. When
calculating inventory provisions, the
Group has considered the nature and
condition of inventory, as well as applying
assumptions around future trade. The
Committee has concluded Lhat such are
appropriate. The assumptions have been
disclosed in the financial staterments.

@ See rotes 1 and 5 on pl130 and pl43
respectively
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GOVERNANCE

AUDIT COMMITTEE REPORT

CONTINUED

SIGNIFICANT ISSUES CONTINUED

GOING CONCERN AND
VIABILITY STATEMENT

The Committee has reviewed the Group’s
assessmernit of viability over a period
greater than 12 months. In assessing
viabilily, the Cormmittee has considered
the Croup's position presented in the
approved budget and three-year plan.

In the context of the current challenging
ervironment as a result of Covid-19, the
unfolding humanitarian crisis following the
invasion of Ukraine, a severe but plausible
downside scenario was applied Lo the
plan This included assumptions such as a
sustained economic recession, increased
costs and an inability for the Group 1o
execule the transformation plan, The
Committee has concluded that these
assurmptions are appropriate,

The Committee has also reviewed the
Group’'s reverse stress test that was
applied to Lhe model. The Committes

has reviewed this with management

and is satisfied thal this is appropriale in
supporting the Group as a Going Concern.

In addition, the Cormmittee received
regular updates on the steps taken by
rnanagement regarding liquidity, including
the successful renegotiation of its
revolving credit facility, which is set to run
until Jupe 2025, and replaces the facility
which was due to mature in April 2023.

The Committec is satisfied Lhat these
rmeasures have reduced liquidity risk.

° See note 1 on pl30

RETIREMENT BENEFITS

Following the significant increase in the
pensjon surptus during the year, the
Committee has reviewed the actuarial
assumptions, such as discount rate,
inflation rate, expected return of schame
assets and mortality, which determine
the pension cost and the UK defined
benefit scheme valuation, and has
concluded that they are appropriate
The assumplions have been disclosed
in the financial statements,

© Sce note 11 on p143
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REVENUE RECOGNITION IN
RELATION TO REFUNDS, GIFT
CARDS AND LOYALTY SCHEMES

Revenue accruals far sales returns and
deferred income in relation to loyalty
scheme redemptions and gift card and
credit voucher redemptions are estimated
based on historical returns and
redemptions. The Committee has
considered the basis of these accruals,
along with the analysis of historical returns
and redemption rates and has agreed with
the judgements reached by management.

€© See note 19 0n p163

SUPPLIER INCOME

The Committee is satisfied that this
continues Lo be monitored closely by
management and controls are in place
to ensure appropriate recognition in the
correct period. The financial staterments
inctude specific disclasures in relation to
the accounting policy and of the effect
of supplier income on certain balance
sheet accounts,

© Scenote 100 pI130.

VALUATION OF MARKS AND
SPENCER GROUP PLC COMPANY
ONLY INVESTMENT

Marks and Spencer Group plc holds
investrments in Croup companias which
are reviewed annually for impairment.
Management has prepared an impairment
review based on estimated value in use
of lhe Croup. An impairmenrt charge has
been recorded (see note C6 Investments
on page 186). The Committee has
reviewed management papers outlining
the key assumptions used in calculating
the value in use and is satisfied that these
are appropriate.



EXTERNAL AUDITOR

TENURE

Deloitte was appointed by shareholders
as the Group’s statutory auditor in 2014
following a formal tender process. The
lead audit partner, Richard Muschamp,
has been in post since the start of

the 2019/20 audit. The exlernal audit
contract will be put out to tender at
least every 10 years. The Committee
considers that it would be appropriate
to conduct an external audit tender

by no later than 2024,

The Committee recommends that
Deloitte be rcappoinied as the Company's
statutory auditor for the 2022/23 financial
year. It believes the independence and
objectivity of the external auditor and

the effectiveness of the audit process

are safeguarded and remain strong.

The Company is in compliance with the
requirements of the Statutory Audit
Services for Large Companies Market
Investigation (Mandatory Use of
Competitive Tonder Processes and Audit
Committee Responsibilities) Order 2014
and the Corporate Covernance Code.
There are no contractual obligations that
restrict the Committee’s choice of
external auditer.

EFFECTIVENESS

The effectiveness of our external auditor
is assessed in accordance with a process
agreed by the Audit Committee, which
involves the Committee’s own views,

as well as providing opportunity

to comment, via completion of a
questionnaire, from a largeted group that
have regular interactions with the exlernal
auditor. The targeted group include: the
Chief Financial Officer, Director of Group
Finance, the four Finance Directors for
Clothing & Home, Food, International and
Retail & Property, the Head of Investor
Relaticns, the Croup Financial Controller
and Head of Finance Business Services,

The Committee was provided with a
surnmary of the responses receved
from management 1o assist with its
own censiderations.

Feedback from the target groups was
overall positive. It was agreed that

Lhe audil learn had continued to be
responsive and cooperative and had again
demonstrated flexibility and adaptability
inworking with management day-to-day
to overcome the challenges faced
throughout Lhe year as restrictions on
warking from home began to lift. The
audit partners continue to have a good
understanding of our business Early
engagement throughout the year on
key accounting judgements continues to
be appreciated and allows a number of
items to be addressed in advance of the
year end.

A common theme reflected a desire for
more focus on planning and
communication during certain aspects
of the audit cycle with opportunities for
improvement available, as well as more
engagement, including nsights, outside
of the peak year-end period.

NON-AUDIT FEES

To safeguard the independence

and objectivity of the external auditor,
the Committee has put in place a
robust auditor engagement policy
which it reviews annually. The policy

is disclosed on our website at
marksandspencer.com/thecompany.

The Committec is satisfied that the
Company was compliant during the year
with both the UK Corporate Covernance
Code and the Financial Reporting
Council’s Fthical and Auditing Standards
in respect of the scope and maximum
permitted ievel of fees incurred for
non-audit services provided by Deloitte,
Where non-audit work is performed by
Deloitte, both the Company and Deloitte
ensure adherence to robust processes {o
prevent the objectivity and independence
of the auditor from being compromised.

All non-audit work performed by
Deloitte, with fees in excess of £560,000,
was put to the Audit Committee for
pricr consideration and approval For
non-audit work where fees were below
£80,000, approval was obtained from
the Chief Financiat Officer and the Audil
Committee netified of all work falling
within this threshold. Further details

on non-audit services provided by
Deloitte can be found in note 4 to the
financial stalements.
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The non-audit fees to audit fees ratic for
the financial year ended 2 Aprit 2022 was
0091, compared with the previous year's
ratio of 0091, The majority of the £0.2m

in non-audit fees paid in total to Deloitte
during 2021/22 was incurred for assurance
services provided during the year. These
comprised fees in respect of the Half Year
revicew, turnover certificates and ESG
assurance. It is normal practice for such
assurance services to be provided by the
Company's statutory auditor.

No additional recurring or one-off
non-audit services were provided during
the year.

In addition, the Committee reviewed and
approved the audit fee for the year,
making sure any fee increase was
understood and reasonabte.
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ASSURANCE AND INTERNAL CONTROL ENVIRONMENT

The Board assumes ultimate
responsibitity for the effective
management of risk across the Group,
determining its risk appetite and
ensuring that each business area
implements appropriate internal
controls. The Group’s risk managerment
systems are designed to support the
business in actively managing risk to
achieve business objectives, and can
only provide reasonable and not
absolute assurance against material
misstatement or loss. These systems are
also designed to be sufficiently agile

to respond to changes in circumstances,
such as the evolution of Covid-19,
EU-~UK border regulations and more
recently managing the implications of
Russia’s invasion of Ukraine.

o See p47-54 of the Strategic Report for

rnore information on our principal risks

and uncertainties.
The key features of the Croup's internal
control and risk management systems that
underpin the accuracy and reliability of
financial reporting include clearly defined
lines of accountability and delegation of
authoerity, the Group's Code of Conduct, and
policies and procedures Lthat cover financial
planning and reporting, preparing
consclidated accounts, capital expenditure,
project governance and information security.

SOURCES OF ASSURANCE

The Board has delegated responsibility
for reviewing the effectiveness of the
Croup’s systems of internal controt to the
Audit Committee, which includes financial,
operaticnal and compliance controls

and risk management systems. The
Cammittee is supported by a number of
sources of internal assurance from within
the Group to complete these reviews:

1. Internal Audit

The Croup's primary source of internal
assurance is delivery of the Internal Audit
Plan, which is structured to align with the
Group’s strategic priorities and key risks
and is developed by Internal Audit with
input from management. The plan has
been reviewed pericodically throughout
the year to confirm it remains relevant for
new and emerging circurnstances, both
internal and external. The findings and
actions from Internal Audit reviews are
agreed with the relevant business area,
communicated to the Audit Committce
and tracked through to completion

The work completed by internal Audit during
the year focused on key risks ncluding
corporate compliance and responsibility,
information security, our property estate
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and new legal and regulatory requirements,
like Natasha's Law and TCFD.

2. Management updates and risk
deep dives

As part of the Committee’s annual calendar,
it receives updates on risk management,
whistleblowing and fraud, and the maturity
of control and assurance activities from
individual business areas and functions.
These updates are complemented by
internat Audit’s independent audits
performed within these areas.

3. Functional assurance

A broad range of assurance activity

has been designed and deployed across
the business to target key risk areas, such
as ethical sourcing responsibilities, food
safety and fire, health and safety. While
reporting lines Tor these activities are
directly to busingss areas, the processes
and controls of these functions are
periodically tested by Internal Audit and
discussed with the Audit Committee

4. Operational oversight

Senior management forums and
committees provide oversight and
chalienge on key risk arcas within
individual business areas, cross-business
programmes and activities, such as
business continuity, fire, health and
safety, ESG responsibilities, fraud risk

management, property estate, {echnology
and other areas of change. The output
from these discussions forms part of

the cyclical updates provided to the

Audit Committee,

GOVERNANCE

The Group was compliant throughout

the year with the provisions of the UK
Corporate Governance Code relating

to internal controls and the Financial
Reporting Council's revised Guidance on
Audit Committees and Cuidance on Risk
Management, internal Control and Related
Financial and Business Reporting.

The Comnittee has considered the controls
findings raised in the independent auditor's
report on pages 113 to 123 No other
signifficant failings or weaknesses were
identified during the Committee’s revicw in
respect of the year ended 2 April 2022 and
up o the date of this Annual Report.

Where the Committee has identified areas
requining impravement, processeas are in
place to ensure that the necessary action
is taken and that progress is monitored.

Further detaits of these processes
can be found within our full
disclosure of compliance wilh the

UK Carporate Governance Code at
marksandspencer.com/thecompany.

INTERNAL ASSURANCE FRAMEWORK

Source of information

Frequency/nature of reporting

Internal ~ Internal Audit Plan

Audit ~ Regular reports against Plan

- Follow-up of remediation

other irregularity

~ Updates an fraua, whistleblowing and

~ Ad hoc engagement with the business
in response Lo new/emerging risks or
major Incidents - eg. Covid-19/Brexit

Formal updates
presented to the
Committee at
each meeting.

Updates to the
Audit Committee
Chair as required.

Management issues including:
u_pdates and — Information security
risk deep - Bribery
dives — Code of Conauct

- CSCOP

- Financial control
— Business continuity

areas and functions

Papers submitted on a range of

— Risk deep dives fror individual business

Formal updates
presented to the
Committee annually
and as needed.

Audit

Committee

Functional audit actvities
undertaken, including’

- Food safety anaintegety
— Ethical audits

— Trading safely and legally

Functional
assurance

Updates provided to
the Committee

as part of annual
business updates
where appropriate
and as requested.

Operaticnal
oversight

Committee

— Complince Monitoring Cornmittee
— Firg, Health & Safety Committees
— Customer & 8rana Protection

— Business Continuity Committee
— Business Unit Operating Reviews

Updates presented
te the Committee
annually and

as needed.




REMUNERATION

REMUNERATION

In thig section

REMUNERATION

ANNUAL REPORT ON
REMUNERATION

INTRODUCTION

On behalf of the Board, | am pleased to

present our 2021/22 Remuneration Report.

The Rernuneration Report provides a
cemprehensive picture of the structure
and scale of our remuneration framework
and its alignment with the business
strategy and the rest of the workforce.
It also details decisions made by the
Committee as a result of business
performance for this year and the
intended arrangements for 2022/23,
including Lhe appointment of Stuart
Machin as Chief Executive Cfficer (CEQ)
and Katie Bickerstaffe as Co-Chief
Executive Officer.

CONTEXT OF BUSINESS
PERFORMANCE

As anticipated in last year's report, the
Commiittee focused much of its activities

OVERVIEW

during the year, on ensuring M&S' pay
frameworks and practices support M&S’
fundamental values of fairness where
colleagues across the business are
appropriately recognised and rewarded
for hard work and financial results. The
Committee ensures that any payments
made do not ‘reward failure” or poor
performance; and targets set arc
challenging yet motivational. Any
discussion involving executive director
incentive payments considers the
appropriateness of the payment in the
context of the shareholder experience,
the general health of the business as
well 2s pay outcomes experienced by
colleagues across the business

Based on the strong financial
performance of M&S during the year,
with PBT of £5229m, the maximum
payment opportunity under the corporate
financial performance element of the
Annual Bonus Scheme (ABS) was
triggered (see page 97). This will be the
first bonus payment made to colleagues
or executives since 2017 This above-
maximum profit perfermance was
delivered through a mix of strong Food
sales growth, an improving margin

mix and the performance of the new
Qcado and Costa channels, together with
3.8% sales growth in Clothing & Home,
significant improverments in the online
offer and fulfilment together with
improved profitability, cash conversion
and net debt. Further detail on these
and cther aspects of the business’s
performance over the last year i1s
explained earlier in this annual report.

As explained later in this Remuneration
Report (see page 97 and 100),

the Committee was mindfut of this
performance when discussing and
approving incentive outcomes, especially
when considering the uncertainty

of perforrmance caused by global

macro events,

“ THE COMMITTEE ENSURES THE
PAY FRAMEWORK APPROPRIATELY
RECOGNISES AND REWARDS HARD
WORK AND FINANCIAL PERFORMANCE ”

Andrew Ficher, Chaic of the Remuneration Commitiee

BOARD CHANGES

On 10 March we anncunced that after
nearly 40 years of loyal service to M&S,
Steve Rowe would be stepping down from
his role as the CEC on 25 May, a role he
has held for the last six years. He will cease
full-time employment with the business
at the conclusion of the Annual General
Meeting (ACM) on 5 July. In view of his
wisdom and formidable knowledge of

the business, Steve has agreed to rernain
as an adviser to the new leadership for

up to 12 months. | would like to take this
opportunity to extend my personal
thanks to Steve for his unwavering
dedication and commitment to M&S,

its colleagues and the Board.

When setting Steve's exit arrangerments,
the Remuneration Policy provided an
effective and clear framework, while also
providing appropriate levels of flexibility
for the application of discretion by the
Remuneration Committee Final pay
arrangements for Steve are outlined

on page 104 of this report,

During his tenure, Steve oversaw far-
reaching changes in organisational
structure and management, leaving
behind a very stroeng leadership team.

As a result of robust succession planning,
the Board was delighled to be able (o
select Steve's successors from within

the existing leadership team, which not
conly demonstrates strong internal talent
development but also provides for
stability and continuity as we move to the
next stage of our transformation journey.

I warmly welcome Stuart Machin and

Katie Bickerstaffe to the Board as CEO and
Co-Chief Executive Officer respeclively
with effect from 25 May 2022, and | look
forward to working more closely with both
of them in their new roles.

As detailed on page 61, both Stuart

and Katie are cutstanding leaders

with very streng track records and
experience of leading businesses through
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REMUNERATION
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transformative change. The Board is
confident in their abilily to take M&S
through the next stage of transformation.,
The Board is also cogrusant thal our
leadership structure is unusual so 1t has
ensured clear accountability of roles
between Stuart and Katie, Stuart has
responsibility for day-to-day leadership
of the business and the Executive
Commitlee. He continues to have
oversight of our Food business, as well as
Operations, Property, Store Development
and Technology, and has taken on
responsibility for HR and Corporate
Communications. Upon appointment,
Stuart will receive an annual salary of
£800,000. Katie has responsibility for
Clothing & Home, MS2, International and
Financial Services. She also has a
particutar focus on driving the global
omni-channel, data and digital Tuture of
the business. Upon appointment, Katie
will receive an annual salary of £750,000,
reflecting her different work pattern. Both
Stuart and Katie continue Lo be entitled to
pension arrangements on the same terms
as altl colleagues and will be eligible to
participate in the ABS and Performance
Share Plan (PSP) on the sarme basis as all
executive directors. There was careful
deliberation when setting the pay
arrangements for Stuart and Katie, during
which a number of factors were taken into
consideration, including their different

work patterns, their experience and skill
and the responsibilities of cach, as well as
external market factors.

In addition to his finance responsibilities,
Eoin Tonge has taken on an enhanced role
in leading the future development of the
business strategy and oversight of Plan A,
becoming our Croup CFO & Chief Strategy
Officer with effect from 25 May 2022. We
believe the accountabilities of his new role
go significantly beyend those normally
associated with the CFO position. In light
of this, Eoin's salary will increase to
E£660,000 from 25 May i recognition of
his increased responsibililies, inclusive of
any salary review for 2022/23.

Future Board salaries are confirmed on page
96, and further details of the contractual
provisions for cxecutive directors will be
summarised in the Directors’ Remuncration
Report in next year's Annual Report &
Financial Statements.

SINGLE FIGURE AND INCENTIVE
SCHEME OUTCOMES

As shown in the table on page 95,

the total single figure for Lhe executive
directors is higher than prior year. This can
be wholly attributed to the outcome of
the ABS as no bonus was paid last year,

As in previous years, the 2021/22 ABS
remained focused on restoring the

business to profitable growth with
performance focused on Croup Profit
Before Tax before adjusting items (PET)
{70%) and individual measures set against
key areas of delivery of the transformation
(30%}. Individual performance was
measured independently of PBT
performance, but no individual element
could be earned until a threshold level

of PBT was achieved.

It was with cautious optimism that we
welcomed the 2021/22 financial results,
recognising this as an indication of not
only strong underlying performance in
a very challenging climate, but also the
impact of the successful transformation
to date. The PBT outturn of £522.9m
was above the maximum financial target,
meaning the financial element of the
bonus was achieved in full and the
individual measures could pay out to
the extent that executive directors
achieved between target and stretch
performance against their stretching
personal objectives.

The Committee carefully reviewed the
achievement of the individual cbjectives
set at the beginning of the year to align
with the strategic priorities to fulfil its
remit and enable transparent disclosure Lo
shareholders Full disclosure can be seen
on page 97, but the Committee noted in
particular the step change in Clothing &

STRATEGIC ALIGNMENT OF REMUNERATION FRAMEWORK WITH KPIS

KPi/Strategic priority

Performance Annual Benus

As measured by Share Plan (PSP) Scheme {ABS)

KPt Adjusted earnings per share (EPS) . . [ ] L ]
@ See KPIs Return on capital employed (ROCE) f;::'l‘tc:al P *
onp3S  BroUp PBT before adjusting itermns (PBT) )
Strategic M&S Food high-performing business and market share growth ] [ ]
Priority  5cago transitioning to strong capacity growth post pandemic reversion Achi . ® ®
@ See : - : h chievemen
Strategic Cio_th_ung & Home cm» traclf for» a mOTe‘proflt.abl.e model capable of growt| against ® [ )
priorities Building store rotation pipeline driving exit from legacy stores objectives [ ] [ )
onpé  Absorbing Brexit related costs, but embryonic global ®
strategy encouraging
2021/22 performance
L J ® o

ADJUSTED EARNINGS PER SHARE

21.7p

Adjusted EPS in 2021/22 was 21.7p. |nis was
below the 22.7p threshold reguired for any
vesting under this element of the 2019
PSP award
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RETURN ON CAPITAL EMPLOYED

8.7%

Average three-year ROCE performance

was 87% This was below the required 10.2%
threshold for any vesting under this element
of the 2019 PSP award.

GROUP PBT BEFORE ADJUSTING ITEMS

£522.9m

Group PBT was above the “‘maxirmnum” target
for bonus payrments to be made under the
2021/22 ABS



Home performance and action taken

tn strengthen the balance sheet in the
challenging environment. The Committee
was in agreement that it was appropriate
Lo award 83% against the individual
objectives for the CEQ and CFO.

Even when considering the strong
financial results and strong individual
performances, the decision to pay 95%
of maximurm bonus opportunity was
not taken lightly. Financial and strategic
targets were examined throughout the
financial year and at year-end to ensure
they retained the same level of stretch
envisaged when originally set The
Committee was satisfied that this was the
case, and the ABS operated as intended

None of the 2019 PSP will vest in respect
of the three-year performance pernod up
to 2 April 2022. Page 100 of this report
provides further detait on the 2019
measures and targets and their respective
achievement. Whilc vesting of the PSP
rermains low, the Committee remains
satisfied that this level of vestingis
reflective of the shareholder experience In
the challenging business environment in
which the 2019 plan operated, particularly
the first two years of the three-year
performance period.

APPLICATION OF DISCRETION

A number of mechanisms are available

to the Cornmittee to ensure pay
outcomes appropriately reflect individual
and business performance, together with
the wider economic and societal climate.
This includes the akility to apply malus,
clawback and responsible discretion to
override formulaic outcomes under the
incentive schemes.

Throughout the year, the Committee has
carefully considered pay arrangements
and where it may, or indeed may not,

be appropriate to apply discretion.

After meaningful deliberation, the
Committee concluded it was appropriate

CEQ single figure as a percentage
of maximum opportunity

Total
£000

Steve
steve 2620

@ Fod pay @ Totalbonus PSP

to award Steve Rowe a benus despite
Bin being under notice at the date
of payment.

As detailed above, nol only will Steve be
working beyond the end of the 2021/22
financial year and for up te 12 months as
an adviser to the new leadership team, he
has worked tirelessly and determinadiy to
deliver on Lhe transformation promise,

as demonstrated in our strong 2021/22
business performance. Steve will not be
eligible for a bonus in respect of the
202223 financial year.

As illustrated in the bar chart at the
bottorn of this page, half of Steve’s bonus
will be deterrec into M&S shares and will
be released to him after a three-year
holding pericd; this treatment ensures a
long-lerm alignment with shareholders’
interests following Lthe end of Steve’s
tenure as CEQ.

Considering the ABS further, the
Committee debated the appropriateness
of the original 2021/22 bonus PBT targets
in Light of the achieverment of above
"maximum” PBT target performance.
Together with the individual objectives,
the Committee reviewed the targets set
throughout the year and at year-end

to ensure they remained relevant and
appropriately stretching, recognising that
when the Largets were set ahead of the
start of the financial year, there was still 2
high degree of uncertainty as to how the
challenges of Covid-18 would impact

the business througheut the year. The
Committee was satisfied that the original
targets set required stretching PBT
performance The Committee alsc tock
into account the experience of wider
stakeholders, including our colleagues,
custemers and shareholders, when
approving the final outcome. It was
determined that the outcome is reflective
of a strong year in business perfermance
and recovery, together with individual
outstanding contributions, and in this
context it is important that colleagues
are recognised for this performance.

The Committee did not apply any
discretion to the outcomes of the 2019
PSP, which reached the end of its
performance period on 2 April 2022

and will lapse in full. Despite the robust
business performance in 2021722,

when considering the full three-year
performance period of the plan, the
Committee was satisfied the final vesting
outcome is reflective of the shareholder

2021722 Bonus payment timings (£000)

July 2022

Steve Rowe

Eoin Tonge

axperience during the pericd and the
scheme had cperated as intended.

As shown in the pie chart at the bottom of
the page, Steve Rowe's single figure pay is
55% of the maximum passible for 2021/22.

STRATEGIC ALIGNMENT OF PAY

The Covid-19 pandemic increased the focus
on transformation at M&S, which continued
throughoul this last financial year. During
the year, the measures and targets used in
M&S’ incentive schemes, namely those of
the PSP and ABS, were reviewed Lo ensure
alignment with the key performance
indicators {KPls) and identified strategic
pricrities across the business The illustration
opposite on page 86 demonstrates the
strong link between the KPls and strategic
pricritics with executive remuneration at
M&S. This strength of alignment enalboles
the Cornmittee to ensure pay arrangements
support the delivery of transformation

and fulfil M&S’ potential for tong-term
sustainable growth. The Committee will
continue to review thoroughtly the pay
structures and incentive arrangements

for the senior leadership team to ensure
strong alignment between the delivery of
business performance and the associated
rermuneration arrangements, as the
business moves into the ‘shaping the future’
phase of our transformation journey.

PAY ARRANGEMENTS FOR 2022/23

Due to the timings of Stuart's and Katie's
appointments to the Board and Ecin's role
change, as well as the accompanying
significant analysis and consideration of
both external and internal factors when
setting their respective salaries, Stuart,
Katie and Eoin will not be eligible to
parlicipate in the 2022 salary review. They
will next be cligible to be considered for a
salary review in July 2023. Further details
of the wider workforce 2022 salary review
can be found on page 88

Reflecting on the existing variable
remuneration framework, it was agreed
that in 2021/22 the structures of the PSP
and ABS worked well and as intended.
As a result, no changes have been
proposed for 2022/23.

Once again, performance under the

ABS will be measured against corporate
financial Largets (70%) and individual
objectives (30%). The Committee believes
it remains appropriate for PBT to continue
to represent the largest element of
bonus potential as M&S seeks toreturn

to significant levels of profitability.

2025
£800.7

£575.7
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REMUNERATION

REMUNERATION OVERVIEW

CONTINUED

The maxirmum opportunity will remain at
200% of base salary.

The Committee continues to ensure
that the remuneration framework for
executives is aligned with sharcholder
interests. Following careful debate, it

has been agreed that the 2022 PSP will
maintain measures applied to the 202]
PSP awarcds, being 30% adjusted EPS,
30% ROCE, 20% relative Lotal shareholder
return (TSR) and 20% strategic measures.
Targets have been set to be stretching
yet motivating and are detailed in full on
pages 100 and 101.

While no change has been proposed to
the structurc and measures of the 2022
PSP, this belies the significant and detailed
conversation and analysis thal took

place around the appropriateness of the
introduction of environmental, social and
governance (ESGY measures and targets
into the PSP There is no doubt that M&S
takes ils ESC responsibility seriously.

Our sustainability cornmitments sit at the
heart of our business operations and
inform decisions at all levels and across all
departments (see page 70 for our

ESG Committee Review). M&S was an early
gioneer of championing sustainability and
continues to hold a leading position in this
field. One of the ways we believe we can
impraove our work in this area is to focus
on communication with consumers Lo
engage them on this impertant topic, and
to be sure we improve awareness of the
work we do. As such, when the Committee
considered the introduclion of a more
traditional carbon metric in the pay
framework, it determined that a measure
which charts an improvement in customer
sentiment would be more aligned to

the strategy for the business. To track

this credibly and robustly, a base

case for current sentiment must first

be established. This forthcoming year

the Committee will review the base
measurement line throughout the year
with the intention of introducing a metric
to show improvement from that baseline
far 2023

Having reduced award levels in 2020 to
acknowledge the shareholder experience
of Covid-19 and to mitigate against
windfall gains, share price recovery led the
Committee to decide that for the 2021
PSP award it was appropriate to return
PSP award percentages to 250% of salary.
Mindful of the need to incentivise
executives and ensure that they remain
abgned with the long-term interests of
shareholders, we intend to once again
grant PSP awards of 250% of salary in June
2022. The Committee retains the nght to

88 Marks and Spencer Group plc

review award levels in the event of
sigrificant share price movement prior to
the date of grant. Furthermore, it should
be noted that when this award reaches
the point of vesting, careful cansideration
will not onty be applied to achievernent
against the relevant performance
canditions, butl also to ensure the vesting
values are reflective of the shareholder
experience across the term of the plan.
Should the Committee believe this not to
be the case, it retains its right to apply
discretion to the final outturn.

WIDER WORKFORCE
PAY ARRANGEMENTS

The Committee continued to recewe,
andindead welcome, regular and varied
updates during the year relating to M&S’
pay arrangements. In addition to those
aiready outlined in the Committee’s remit,
avallable on the M&S website, discussions
included hourly pay for store colleagues
and carecr progression through the
arganisation The Committee was also
informed of the outcome of the company-
wide Tolal Reward Review that took

place in the prior year. More than 14,000
colleagues gave us their views and
suggestions on pay arrangements at M&S.
As a result of this fecdback in 2021/22,

we saw Lhe implementation of Virtual GP,
which allowed colleagues unlimited 24/7
access 10 2 GP, Check4Cancer, which
provides free screenings to all colleagues
for high-risk cancers, and salary finance
options ta help cansolidate debt,

save and protect through income
protlection insurance.

To bring M&S in line with market practice,
and i direct response Lo colleague
feedback as a result of the company-wide
Total Reward Review, from 1 April 2022 the
Cormpany has introduced a 5% payment in
lieu of pension allowance for colleagues
impacted by either the Annual or Lifetime
Allowance limits. The Committee
recognises this provision aligns with
market practice. To maintain alignment
between executive directors and
colleagues in the wider population,

it 1s intended to introduce a sirmilar
arrangement into the new Remuneration
Policy which wil| be brought for
shareholder approval at the 2023 AGM

The Committee welcomes continued
collaboration with the Business
Involvernent Croup (BIC). At Committee
meetings we receive direct feedback on
colleagues’ views from the National Chair
of BIC and in turn the Head of Executive
Reward and Pay Governance attends
National BIC Commitlee meetings to
share and discuss the executive pay
framework and its relationship with the
wider workfaorce, Such dialegue forms the
basis of a trusted and valued collaiberative
working partnership and ensures a close
link between the pay philosophies at the
most serior tevels and those for the
wider population,

To demonstrate the importance the
Committee gives to the alignment of
executive pay with the wider workforce,
inthe 2021 Remuneration Report we
expanded our disclosures on such pay
arrangements. We are pleased to continue
this approach in this year's report;

see pages 89 and 90.

Given the economic environment in

which we are operating currently, il is
unsurprising that significant time was
taken in discussing the appropriate
approach to the annual pay review. As is to
be expected, this topic generated a robust
debate, and we believe the end result of
salary increases ranging from 3% for our
senior population to 4%-6.5% for the wider
workforce balances the need for financial
restraint with support for our colleagues
given the increases to cost of living being
experienced by all. Further details can be
found on pages 89 and 96.

LOOKING AHEAD

We lock ahead to what will be a new and
dynarmic chapter in Lthe M&S story. This will
be the final year under the current
rermuneration framework, and at the 2023
AGM we will be seeking your support and
approval for a new Remunieration Policy.
During the corming year, the Committee
will be working to ensure any new
Remuneration Policy is valid and effective
in driving and supporting the business
strategy while remaining appropriate
when considering the overall M&S
remuneration framework and the
external regulatory environment.

I would like to thank our shareholders for
their continued support during the year.

I will be available at the ACGM on the 5 July
2022 to answer any guestions in relaticn
to this Remuneration Report.

Andrew Fisher



REMUNERATION

COLLEAGUE ENGAGEMENT

Share ownership across
our colleagues

MES is a proud advocate of employee sharg
ownership. The Board believes this supports
colleagues not onty to share in M&S success
but also to behave as cwners of our
business, atigned with our shareholders’
interests. Across our UK and Irish colleagues,
M&S has a significant number of participants
in all employee share schemes; colleagues
hold over 101m save as you earn options

N our ShareSave scheme and over 2000
colleagues hold shares in our share incentive
plan ShareBuy.

Direct engagement with
our colleagues

Since 2018, the Chair of BIC, our colleague
representative body, has been invited to
attend a Remuneration Committee meeting
each year to engage and contribute on a
full range of topics and activities. During the
year, representatives from BIG have been
engaged on a number of pay-related topics,
beyond the executive level, including
providing feedback on, and agreeing with,
the ShareSave communication materials
and funding options of our share schemes.
They also discussed the operation of a
tax-advantaged ShareSave in Ireland, which
has been paused while alternative ophions
are investigated due to the absence of an
approved savings carrier. The collaborative
relationship we have with BIG strongly
reflects our belief in the key role that
colleague voice plays inensuring the
Committee has greater visibility of the
things that really matter to our colleagues.
This also gives the Committee the
opportunity to explain and discuss our pay
practices and how executive pay aligns

with pay across the wider workforce. In
addition, the Head of Executive Reward &
Pay Governance provides updates to the
Committee as appropriate on pay and
people-related issues during the year.

Pay budgets

Under the remit of the Rernuneration
Committee, total budgeted salary
expenditure across ME&S for salary review
is noted, as are bonus and share scherne
budgets, ensuring principles for reward
allocation are aligned across the full
waorkforce, inclusive of senior leaders.

The average pay increase for cur UK Store
Customer Assistants and Team Support
Managers awarded in April 2022 was 5.3%.
Effective July 2022, salary increases ranging
from 3% for our senior population to
4%-6.5% for the wider salaried workforce
have been awarded.

IN CONTEXT

CONSIDERATION OF
COLLEAGUE PAY

The Commiltee monitors and reviews
the effectivencss of the executive reward
policy and its impact and compatibility
with remuneration policies in the wider
workforce Throughout the year, the
Comrmillee reviews the frameworks and
budgets for key components of colleague
pay arrangements, together with the
broader structure of Group bonus
provisions, which ensures appropriate
alignment with senicr pay arrangements

The Committee is provided throughout
the year with information detailing pay
in the wider workforce, which gives

it the additional context needed to
rmake informed decisions. The Head of
Executive Reward & Pay Governance
advises the Committee on the approach
to be adopted in the forthcoming UK
pay review, and the Committee then
considers the executive directors’ pay
in line with these arrangements.

In approving the budget for the annual
bonus, the Committee reviews all bonus
costs for the Company against the
operating plan. The Committee also
reviews and approves any PSP awards
made 1o executive directors and directors
below the Board prior to their grant.

The Committee receives updates on

a variety of colleague engagerment
initiatives. Alongside our annual survey,
bi-annuat pulse and quarterly focused
surveys provide dynamic and relevant
colleague feedback. The pulse surveys
have helped us to better understand,
and take action an, the things which
matter most to our colleagues. These
have focused on topics such as
Inclusion & Diversity, Wellbeing and
overall colleague engagement.

Colleagues are encouraged to raise
queslions at the periodic all-colleague
announcements led by the CEQ. All
questions raised are answered, and

comments made during the year through
surveys or our netwerk of elected
colleague representatives via BIC arc
considered. The Head of Executive Reward
& Pay Covernance 1ypically provides

an annual update to these colleague
representatives with an explanation of the
executive directors’ pay arrangements
during the vear, and thesc represent atives
in turn are able to ask questions on

the arrangements and their fit with the
other reward policies at this time.

CONSIDERATION OF
STAKEHOLDER VIEWS

IINVNAIACD

The Committee is dedicated to an
open and transparent dialogue with
shareholders on the issue of executive
remuneration. Where appropriate,

the Committee will actively engage
with shareholders and shareholder
representative bodies, seeking views
which are considered when making
any decisions about changes to the
directors’ Remuneration Policy.

The Committee seeks the views of the
largesl sharcholders individually, and
others through shareholder representative
bodies, when considering making any
significant changes to the Remuneration
Policy. This may be done annually or on an
ad hoc basis, dependent upon the issue.
This year, the Committec consulted on the
proposed strategic measures and targets
to be applied to the PSP. The Committee,
led by the Chair, annually engages

in a process of investor consultation,
which is typically in written format, but
has included face-to-face meetings,
telephonce or video calls. The Committee
Chair is available Lo answer questions

at the ACM and the answers to specific
guesticns are posted on our website.

As part of our reporting appreach,
an annuazl shareholder meeting

is normally held and views on a
variety of topics, including executive
pay, are taken into account.

PERCENTAGE CHANGE IN CEO’'S REMUNERATION

The table below sets out the change

in the CEQ's remuneration (ie. salary,
taxable benefits and annual bonus)
compared with the change in the
average non-executive director and our

UK-based colleagues’ pay. This group
has been chosen as the majority of cur
workforce are based in the UK, Further
details of the non-executive direcior
pay changes are shown cn page 104,

% change 2020/21 - 2021/22

Base salary/fees Benefits Annual bonus
CEQ (Steve Rowe) 1% -20%% 100%
Average non-executive director 1% 0% —
UK colleagues {average per - TE) 4% 0% 100%
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REMUNERATION

REMUNERATION IN CONTEXT

CONTINUED

GENDER PAY CAP

The M&S median gender pay gap for the
year to April 2021 is 4.8%, compared with an
average of 3% for the Wholesale and Retail
sector. The M&S mean gap for the same
period is 12.5%

Throughout the year we've continued to
take actions that further promote and
enhance inclusion and diversity ((&D) at M&S
5o that all of our rernarkable colleagues are
abie to feel comfortable being themselves
and experience a culture that's inclusive and
diverse, where everyone is respected and
feels valued and that they belong.

A data-led resat of the 1&D strategy has
resulted in a clear and focused plan for
the next three years to build better
representation through targeted hiring,
internal development and progression

The CEQ and the non-executive
directors were awarded a 1% pay
increase in respect of the 2020/21
financial year, while customer
assistants received 8 5.6% increase to
£9.50 per hour. Salaried colleagues
received on average a 2% increase.

The overall structure of the benefits
package has not changed; however, as
previously agreed, in order to bring the
pension supplement in line with the
broader colleague offer by 2024, the
pension supplement paid to Steve Rowe
was reduced from £202,500 te £135000.

CHIEF EXECUTIVE'S PAY RATIO

In 2020/21 Steve Rowe returned to using
the chauffeur service in contrast to
2019/20 when, during periods of national
lockdown, Steve Rowe drove himself,

to ensure the safety of his driver and
maintain the required social distancing.

As previously disclosed, the bonus
scherne for 2020/2) was cancelled,

so No award was made to either

the CEQ or anyone else within the
wider workforce; a bonus payment

was made in respect of the 2021/22
financial year to the CEO and just under
5,000 bonus-eligible colleagues.

25th percentile  S0th percentile  75th percentile

initiati o bett d i p Year Methodology ratio ratia ratio
initiatives, and better education an - T ! N
awareness activities which will build on the 2022 Optllon A 128 :1 nz: 2911
impact arising from over 90% of colleagues 2021 Qption A 55:1 50:1 421
completing the first two 1&2 modules. 2020 Option A 64 .1 591 511

M&S is clear that any form of discrimination,
bullying, harassment, or victimisation will
not be tolerated in any part of the business,
and this is underpinned by a new ‘Respect
Matters’ policy, launched in October 2021,

Our colleague networks continue to bring
our diverse communities together and help
create a safe space for colleagues to

speak out and share their views, as well

as influencing our plans and culture,
celebrating key events in the inclusion
calendar, and raising important matters
through the online social communities.

This year, the Gender Equality Network
celebrated International Women's Day by
hosting the first ever [deathon to generate
ideas and suggestions on how M&S can break
the bias’ when it comes to gender equality.
We remain proud that nearly 73% of cur
customer assistants are women, but while
we're seeing some progress in diversity in
more senior roies, more still needs to be
done to drive better representation. 18D
remains a strategic priority for M&S, and
we'll continue to focus aur efforts to build
on the success of previous years,

Gender pay gap (median)

4.8%

As reported last year, the Committec
approved the use of Methodology A, as
set out In the regulations, as we believe it
to be the simplest and most appropnate
and robust way to calculate the ratio

Option A requircs the pay and benefits
of all UK colleagues to be calculated
todentify the three colleagues at the
25th, 50th and 75th percentiles as at

2 April 2022 This is calculated onthe
same basis as the CEO tatal single figure
of remuneration except. in that the
individual performance element of the
ABS that is applicable Lo the relevant
colleagues (when operaling) is Lhe
estimated actual value, This requires.

~ starting with colleaguc pay that
was calculated based on actual
hase pay, benefits, bonus and long-
term incentives for the 12 monthly
payrolls within the full financial year.
Earnings for part-time colleagues are
annualised on a Tull-time equivalent
basis to allow equal comparisons,

— adjusting the value of any bonus so
that it only reflects the amount carned
in respect of the 2021/22 financial year
and does not include the value of any
deferred shares vesting in the year,

- adding in the employer pension
contribution from the Your
M&S Pension Saving Plan.

Joiners and leavers in the year have
been excluded from the calculations.
The percentile figures are therefore
representative of the whole collcague
population but do not include all
colleagues as at 2 April 2022.

The table above shows the ratio of CEO
pay in 2021/22, using the single total figure
rermuneration as disclosed in Figure 7
(page 95), to the comparable equivalent
total reward of those colleagues whose
pay is ranked at the relevant percentiles in
our UK workforce. We believe the median
pay ratio 1his year is consistent with pay,
reward and progression policies for UK
colteagues, as it reflects the consistent
approach to pay along with M&S’ policy
to pay for performance. The increase

in pay ratio this year is as a result of
bonus payments being made across

the business, including to the CECQ.

Total pay Total pay

Satary and benefits Salary and benefits

Pay data {£000) (£000) (£000) (£000}
2020/23 2020421 2021722 2021/22

CEQ remuneration 834 1,068 841 2,630
UK colleague 25th percentile i8 20 19 23
UK colleague 50th percentile 20 21 2 22
UK colleague 75th percentile 24 25 25 26
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SUMMARY
REMUNERATION POLICY

SUMMARY EXECUTIVE DIRECTORS’ REMUNERATION POLICY (AS APPROVED CN 3 JULY 2020)

This report sets oul a summary of M&S’ policy on rermuneration for executive and non-execulive directors. The full Policy was
approved by shareholders at the AGM on 3 July 2020 and can be found on our website at marksandspencercom/thecompany.
The Policy took effect from this date and is designed to attract, retain and motivale our leaders within a framework designed to

prormote the long-term success of M&S and aligned with our shareholders’ interests.

FIGURE 1: EXECUTIVE DIRECTORS' REMUNERATION POLICY TABLE

ELEMENT OPERATION

OPPORTUNITY

Salaries are payable in cash and are reviewed annually by the Committee considering a
numiber of factors, ncluding external market data, histonc increases given to the
individual and salary review principles applied to the resl of the organisation.

Base salary

Norrmally in line with those in
the wider workforce, although
no maximum 1s set.

In Une with our policies, directors are eligicle to receive benefits which may include
a car or cash allowance and a driver, lile assurance and relocation and tax equaiisation
allowances in ine with our mebility policies

Benefits

As with all colleagues, directors are also offered other benefits, ncluding cotleague
discount, salary sacrifice schemes and participation in all-employee share schemes.

There 1s no sel maximum;
however, any provision will

be commensurate with local
markets and for all-employee
share schemes i1s in line with
local statutory limits.

Directors may participate in the Your M&S Pensian Saving Plan (a delined contribution

Pension
arrangement), on the sarme terms as all other colleagues.

benefits
The defined benefit pension scheme s closed to new members. Direclors who are
members of this scheme will continue to accruc benefits as a deferred member,

Currently a maximum employer
contribution of 12% of salary
where the employee
contributes 6% of salary

From 3 July 2020, pension <ash
supplements were removed
for future directors,

Directors are eligible Lo participate in this non-contractual, discretionary scheme
Performance is measured against one-year financial and individual performance
targets Linked with the delivery of the business plan At least half of awards are
measured against financial measures, which typically include Group PB1 before
ad)usting tems (PBT)

Corporate and individual elements may be earned independently, but no part of

the individual objectives may be earned unless a threshold level of PBT has been
achieved, after which up to 40% of the maximurn may be payable for the achievernent
of iIndwidual obyectives.

ABS including
Deferred
Share Bonus
Plan (DSBP)

Not less than 50% of any bonus earned is paid in shares which are deferred for
three years.

The Cornmittee retains the night to exercise discretion, bolh upwards and downwards,
to ensure that the level of award payable is appropriate.

Matus provisions apply to the deferred share awards, Cash bonus payments are subject
to two-year clawback prowsions Clawback would be triggered in specified events

such as, but not Uimited to, a material misstaternenl of the Company’s audited results,
an error in calculation of the award, gross misconduct, or events or behaviour that
have a detrimental impact on the reputation of any member of the Croup

Total maximum annual
potential of up to 200% of
salary for each director.

Directors are eligible to participate in the PSP. This is a non-contractual, discretionary
plan and1s M&S' main long-term incentive scheme, Perforrance may be measured
against appropriate financial, non financial and/or strategic measures. Financial
measures must comprise at least 50% of awards

Malus and clawback provisions apply to these awards. Clawback triggers include,
but are not Ulmited to, a matenal misstatement of the Company’s audited results,
anerror in calculation of the award, gross risconduct or events or behaviour that
has a detrimental impact on the repulation of any mernber of the Group.

Awards are subject to a further two-year holding period after the vesting date.

The maximum valde of shares
at grant is capped at 300% 1n
respect of a financial year.

Directors are required to hold shares eguivalent in value to a minimurn percentage

Shareheldin )
9 of their salary withun a five-year period from therr appointment date.

requirement
Directors are reqguired to continue to hold their shareholding requirement, or, If their
level of sharehalding is below the reguirement, their actual sharcholding, for two years
after leaving M&S.

15 250% of salary. For all other
executive direclors, the
requirermnent is 200%.
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REMUNERATION

SUMMARY REMUNERATION POLICY
CONTINUED

FIGURE 2: RECRUITMENT POLICY & SERVICE CONTRACTS

The table below surmnrnarises the Company's policy on the recruitment of new executive directors. Similar considerations may also
apply where a director is promoted to the Board.

In addition, the Committee has discretion to include any other remuneration component or award which it feels is appropriate,
considering the specific circurnstances of the individual, subject to the lirmit on variable remuncration set cut below. The rationale
for any such component would be approprialely disclosed.

ELEMENT APPROACH

— All executive directors have rolling contracts for service which may be terminated by M&S giving 12 months’ notice and the
indlividual giving six months' notice.

Service
cantract

— Salaries are set by the Cammittee, taking into consideration a number of factors, including the current pay for other
executive direclors, the expenence, skilland current pay level of the individual and external market forces

Base salary

Benefits — The Committee will of fer a benefits package in ine with our benefits policy for exccutive directors.

— Maximum contribution in line with our policy for future executive directors (Currentty up 1o 12% of salary}.

Pension
benefits

— Eligible to take part in the ABS with a maximum bonus of 200% of salary i tine with our policy for executive directors,

— Amaxirnum award of up to 300% of salary in linc with our policy,

— The Committee may offer compensatary payments or buy out awards, dependent on the indvidual circumstances of
recruitment, determined on a case-by-case basis.

- The specifics of any buy-out awards would be dependent on the individual circumstances of recruitment The Committee's
intention would be that the expected value awarded 15 no greater than the expected value forfeited by the individual.

FIGURE 3: TERMINATION POLICY

The Company may choose 1o terminate the contract of any executive director in line with the terms of their service agreement,
either by means of a payment in tieu of notice or through a series of phased payments subject to mitigation. Service agreements
may be terminated without notice and, in certain circumstances such as gross misconduct, without payments.

The table below surmmarises our Termination Policy for executive directors under their service agreements and the incentive plan rules
ELEMENT APPROACH

— Payment made up to the termination date in iine with contractual notice periods.

Base salary,
benefits and
pension
benefits

— There is no contractual entitlement to payments under the ABS If the directoris under notice ar not in active service
at either the relevant year end or on the date of payrent, awards (and any unvested deferred banus shares) may lapse
The Committee may use its discretion to make a bonus award.

ABS

Long-term — The treatment of outstanding awards is deterrmined 1n accordance with the plan rules

incentive

awards

Repatriation - M&S may pay for repalriation where a director has been recruited from overseas

— Where a director leaves by multual consent, M&S may reimburse reasonable legai fees and pay for professional
cutplacement services.

Legal
expenses &
outplacement

The full Policy sets out Further detail on the treatment of the executive directers' pay arrangerments, including the treatment of share
schemes in the event of a change of control or winding up of the Company
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APPLICATION OF REMUNERATION POLICY

The charts below provide an illustration of what could be received by each of the executive directors in 2022/23 under the Policy.
These charts are illustrative, as the actual value which will ultimately be received will depend on business performance in the year

2022/23 (for the cash element of the ABS) and in the three-year period to 2024/25 {for the PSP), as well as share price perfarmance

to the date of the vesting of the PSP awards in 2025

DIRECTORS BASIS OF CALCULATIONS AND KEY
St achin - , -
£D{§:Jart M Fixed Fixed remuneration only.
£5,496 Ng vesting under the ABS anx 3
£4,496 Target Includes the following assumptions

for the vesting of the incentive

components of the package:

— ABS: 50% of maxirmum, assumes
no share price growth.

£896
— PSP 20% of 250% of salary,
i k assumes no share price growth.
Finec Target Maxirmum Mixgg;m Maximum Includes the following assumptions
for the vesting of the incentive
Katie Bickerstaffe components of the package:
£000 £5.100 ‘

— ABS: 100% of maximum, assumes
no share price growth

— PSP 100% of 250% of salary,

£1.912 assumes no share price growth
. ! Maximum Includes the following assumptions
+50% for the vesting of the incentive
: share price components of the package:

Fixed Target Maximum Maximum growth

+ BO% — ABS 100% of maximum, assumes
no share price growth.
Eoin Tonge — PSP 100% of 260% of salary with

£4.834 50% share price growth.

— Grant share price for the purpose
of dermonstrating the 50% growth
taken as closing share price at
2021/22 year end

£739
Fixad Targat Maximum Maximum
+ 50%

FIGURE 4: SUMMARY OF REMUNERATION POLICY

@ Fixed remuneration

Includes all elements of
fixed remuneration:

-~ Base salary {(effective 25 May
2022), as shown in the table
on page 96.

— Pension benefits, as detailed
on page 96,

— Benefits (using the value for
2021/22 included in the single
figure table on page 95).

@ ABS

Reprasents the potential total value
of the annual bonus for 2022/23.
Half of any bonus would be deferred
into shares for three years, and this
is included in the vaiue shown.

@ PSP

PSP represents the potential value
of the PSP to be awarded in 2022,
which would vest in 2025 subject to
the relevant performance targets.
Awards would then be held for a
further two years.

The diagram below illustrates the balance of pay and time period of each element of the Remuneration Policy for executive directors,

approved in July 2020. The Committee believes this mixture of short- and long-term incentives fixed to performance-reiated pay is
currently appropriate for M&S' strategy and risk profile.

Year | Year 2 Year 3 Year 4 Year 5
Fixed pay - Base salary
- Benefits
- Pension benefits
b ABS - Up to 100% salary - Up o 100% salary (deferred shares}
< {zash) - Three-year deferral period
o - One-year - No further performance conditions
3:' performance - Malus provisions apply
= - Clawback
9 provsions apply
PSP - Maximurn 300% of salary - Two-year holding period post-vesting

- Three-year performance
- Malus provisions apply

— No further performance conditions
- Clawback provisions apply

Annual Report & Financial Statements 2022
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REMUNERATION

SUMMARY REMUNERATION POLICY

CONTINUED

FIGURE 5: NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY

The table below sets out our Policy for the operation of non-executive director fees and benefits at the Company. The Policy was
approved in July 2020 and may operate for up to three years.

ELEMENT

OPERATION AND OPPORTUNITY

Chairman’s

— Fees are reviewed annually and are determined by the Remuneratian Cormmittee.
fees — Total fee comprises the non-execulive director basic fee and the acditional fee for undertaking the role

— The maximum aggregate non-executive director basic fee, including the Chairman’s basic fee, 1s £750,000 p.a, as set out in
our Articles of Association

Non-executive
director’s
basic fee

— Fees are reviewed annually and are determined by the Chairman and executive directors

— Thé& maximum aggregate non-executive director basic fee, including the Chairman’s basic fee, 1s £750,000 p.a, as set out n
our Articles of Association.

Additienal
fees — Board Charman.

— Committee Chair

Additional fees are paid for undertaking the extra responsibilitios of

— Senior independent Director

‘Benefits

— The Charman may also be entitled to the use of a car and dniver

— Inline with cur other colleagues, the Chairman and non-executive directors are entitled to receve colleaguce discounts,

— The Company may reimburse the Chairman and non-execulive directors for reasonable expenses in performing their duties
and may settle any tax incurred in relation Lo these.

Share

ownership upon joining M&S.

— This shareholding must be hetd for the period of their tenure

— All non-executive directors, including the Chairman, are reguired to build and maintain a shareholding of at least 2,000 shares

REMUNERATION FRAMEWORK FOR THE REST OF THE ORGANISATION

M&S’ philosophy is to provide a

fair and consistent apprcach to pay.
Rermuneration is determined by level
and is breadly aligned with those of
the executive dircctors.

Base salaries are reviewed annually and
reflect the local labour market

294 Marks and Spencer Group plc

All UK colleagues are eligible to
participate in the Your M&S Pension
Saving Plan on the same terms as the
executive directors. Colleagues affected
by the HMRC Annual and/or Lifetime
Allowance limits, can now choose to opt
out of the pension and receive a cash
payment in lieu of this. In addition, atl
UK colleagues are provided with Life
insurance and colleague discounts,

and may choose to participate in the
Company’s all-employee share schemes
and satary-sacrifice arrangements.

A significant number of colicagues are
eligible to be considered to parlicipate
in an ABS which is partially determined
by Group PBT performance. Part of
the bonus is deferred into shares for
three years.

Around 170 of M&S' top senior exccutives
may be invited to particicate in the

PSP and will then be measured against
the same performance conditions as
executive directors. Award levels granted
are determined to be aligned with market
practice and reflect an individual's tevel of
seniority as well as their performance and
potential within the business.



—REMUNERATION

REPORT -

EXECUTIVE DIRECTORS' REMUNERATION

Each year, the Remuneration Committee
assesses the current senior remuneration
framewacrk to delermine whother the
existing incentive arrangements remain
appropriately challenging in the context
of the business strategy, fulfil currert
exlernal quidelines and are aligned with
arange of internal factors, including

the pay arrangements and policies
throughout the rest of the organisation.
i its discussions, the Remuneration
Committee aims to ensure not onty that

the framework is strategically aligned to
the delivery of business priorities, but also
that payments made during the year fairly
reflecl the performance of the business
and individuals. A significant proportion of
the performance measures used in the
incentive schemes are integrated with
M&S’ KPIs and strategic priorities detailed
in the Strategic Report, as illustrated on
pages 35 and 6 respeclively.

FIGURE 6: REMUNERATION STRUCTURE 2021/22

The diagram below (Figure 6) details
the achievermnent of each executive
director under the Company's incentive
schemes as a result of short- and long-
term performance to the end of the
reported financial year and surnmarises
the rmain elerments of the senior
remuneration framewaork. Further details
of payments made during the year are
set out inthe Lable below (Figure 7) and
later in this report.

Fixed pay Total pay for 2021/22
—
i 250% of salary awarded
Base salar 200% of salary maximum :
Y bonus opportunity in 2019

Pension benefits

1% increase in line with

cother management positions

° For more information see p97

{with 50% deferral)

Measured against a balance
of Group PBT before
adjusting itemns and

individual performance

Payments made are 95% of
maximum bonus opportunity

FIGURE 7: TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Measured against adjusted
EPS, average ROCE and
TSR achievement was
0% against targets set

0% of award vested

Total payments are
¢.55% of maximum
potential

© ror morc information see p99

IONVYNHIAQD

Salary Benefits Total PSP Pensions Total RSP Total Total
vested benefits granted pay fixed pay
£000 £000 £000 £000 £000 £000 £000
Dreclor Year

Steve Rowe 2021/22 84 53 1,601 a 135 0 2,630 1,029 1,601
2020/2 834 31 o 0 203 0 1,068 1068 0
Eoin Tonae 2021422 605 24 1,151 G 73 0 1,853 701 1,151
° ong 2020/21 489 105 o} a 39 1,316 1,949 1,949 -

The increase in Steve's benefits is a result of the resumed use of his driver, which was pauscd during periods of leckdown in 2020/21,
and the upgrade of the car used te a lower CO2 emittling vehicle. Whilst the change in vehicle is better for the environment, it does
have a higher market value which increased the level of tax payable by Steve. No additicnal benefit was received by Steve.

Eoin Tonge received an award under the Restricted Share Plan (RSP) to compensate him, on a fair value basis, for share awards granted
under his prior employer’s share schemes, The face value of this award is shown in the 2020/21 row of the above table. Details of the
catcutation method were disclosed on page 94 of last year's annual report.
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REMUNERATION

REMUNERATION REPORT

CONTINUED

SALARIES

When reviewing salary levels, the Committee
takes into account a number of internal

and external factors, including Comgany
performance during the year, extermal
market data, historic increases made to

the individual and, to ensure a consistent
approach, the salary review principles
applied 10 the rest of the organisation.

As detailed in lasl year's report, for
salaries effective July 2021, in line with
increases for management positions,

FIGURE 8. SALARIES

the Committee awarded Steve Rowe an
increase of 1%, making his salary £842,845.
Ecin Tonge also received a 1% salary
increase, making his salary £606,000.

As set out on page 104 when Steve Rowe
steps down frem CEC on 25 May, Stuart

Machin will become CEO, and his salary

on appointment will be £800,000. On the
same day, Katic Bickerstaffe will become
Co-Chief Executive Officer on a salary of
£750,000; Eoin Tonge will become Croup

CFO & Chief Strategy Officer, and his
salary will increase by 8 9% to £660,000.

The next annual salary review for Lhe
execulive directors will be effective in
July 2023.

The table below details the executive
direclors’ salarics as at 2 April 2022
and salaries which will take effect from
25 May 2022.

Annual salary  Annuai salary

asaf 2ZApnl a5 of 24 May Change in

2022 2022 sakary

£000 £000 % increase

Steve Rowe 842.8 - -
Eoin Tonge 6060 6600 8.9%
Stuart Machin N/A 800.0 N/A
Katie Bickerstaffe N/A 7500 N/A

BENEFITS (AUDITED)

The Remuneration Policy permits that
each executive director may receive a car
or cash allowance as well as being offered
the benefit of a driver. During the year,

in lieu of a car allowance, Steve Rowe
received a car and the benefit of a driver.
Eoin Tonge does not receive a car or

cash allowance As disclosed last year, to
facilitate Eoin Tonge's recruitment and
relocation, he was provided with travel and
accommodation allowances. The taxable
value of these benefits in kind was
detailed in Figure 7 on the previous page.

In line with all other colleagues, executive
directors receive life assurance, colleague

discount and are eligible to participate in
salary sacrifice schemes such as CyclezWork

PENSION BENEFITS (AUDITED)

During the year, Steve Rowe received a
cash payrment in lieu of participation in

an M&S pension scheme. As previously
disclosed, he has agreed thal his pension
cash supplement be reduced to zerc over
a three-year period. For 2022/23, the CEQ's
total annual cash supplement wilt be
reduced by one-third to £67,500 until
Steve Rowe ceases employment with the
business at the ACGM on 5 July. Details of
these future payments will be reflected in
the single figure table IN next years report.

FIGURE 9: PENSION BENEFITS (AUDITED)

Steve Rowe is a deferred rmember of the
Marks & Spencer UK Pension Scheme.
Details of Lhe pension accrued during the
year ended 2 April 2022 are shown in
Figure 9 below.

Eoin Tonge 1s 2 memer of the Your

M&S Pension Savings Plan, as described
on page 91. Ecin contributes 6% of his
salary into the scherne, and the Company
matches this with a 12% contribution.
The value of the Company's contribution
in the year 1s shown in Figure 7 on

page 95. This is the maximum level

of contribution offerad by M&S and is
consistent with the terms available to

all other colleagues.

Accrued Increase in  Tramsfer value

pension Adaitranal Increase  accrued value of total

Normal entitlement as  value an early in accrued (net of accrued

retrement at year end retirement value inflaticr} penson

age £000 £000 £000 £000 £000

Steve Rowe 60 1646 0 0.5 0 5320

The accrued pension entitlement is the deferred pension amount that Steve Rowe would receive at age 60 if he left the Company

an 2 April 2022, All transfer values have been calculated on the basis of actuarial advice in accordance with the current Transfer Value
Regulations. The transfer value of the accrued entitlement represents the value of the assets that the pension scheme would transfer
to another pension provider on tramsferring the scheme’s liability in respect of a director’s pension benefits. It does not represent
sums payable to a director and therefore cannot be added meaningfully to annual remuneration.

ANNUAL BCONUS SCHEME 2021/22 (AUDITED)

Annuat performance for the year was
measured against pre-determined Group
PBT before adjusting items {PBT) (70%)
and individual performance (30%) targets.
PBT is used as a core bonus measure, as it
is considered to be an important measure
of averall perforrnance and is consistent

96 Marks and Spencer Group plc

with how business performance is
assessed internally by the Board and
Executive Committee.

Individual performance was measured
against a scorecard of individual measures
set against the areas of delivery of the
transformation plan that were deemed

mast critical to the future success

of M&S. Individual performance was
measured independently of PBT
performance; no individual element could
be earned until a threshold needed to
secure payrent under the corporate
element was similarly achieved.



ANNUAL BONUS SCHEME

ANNUAL BONUS SCHEME 2021/22 (AUDITED) CONTINUED

FBT ocutturn for the year was £522 .9, Lhat under the terms of scheme, Steve The Committee reviewed achicvement
which was above the Larget set to trigger would not technically be eligible for a to ensure that total payments were
payments under both the corporate and payment due to being under notice appropriate in the context of several
individual elements of the scheme. As before the payment date. However, factors. These included M&S' overall
shown in Figure 11 kelow, the strong PBT the Committee considered his direct financial performance, the outturn of
performance during the year exceeding impact on delivering this first phase of individual objectives, and the level of

the maximum target set at the start transformation and his achievements bonus payable elsewhere in the business.
of the year meaning that executive against the individual objectives set

Figure 11 below sets cut the Group PET
targets comprising 70% of awards and
illustrates the extent to which each
director achieved their four individual
objectives. Total payments shown below
directly correspond to the figure included
in the single figure table on page 95.

directors were awarded 100% of maximum  for 2021/22. Given these and Steve's
opportunity under the corporate element  agreement to continue to support

of the scheme and £.83% of the maximum M&S beyond the end of his tenure, the
for individual performance. Total bonus Committee deemed it appropriate to
achievement was 95% of cpportunity. apply their discretion and agree & banus
payment commensurate with his

h i g
When discussing the payments to performance over the year.

executive directors, the Committee noted

FINYNYIADD

FIGURE 10: INDIVIDUAL OBJECTIVES (AUDITED)

Director Individual

Steve Rowe Creation and implementation of revised Executive Committee structure and roles and the development of strong
succession plans.
Streamlned and sharpened the Executive Committee, creating a cohesive top team, supported by the CEQ Lhrough coaching and
counselling, Supported the Board in the delivery of a strong succession plan, as demanstrated by the internal appointment of the
new leadership team.

Delivery of the transformation programme in Clothing & Home.

Clothing & Home delivered sales growth of 3 8% vs 2019/20 with three consecutive guarters of underlying growth. Online sales grew
55.6% with strong growth throughout the year cutperforming pure play peers and gaining 60bps of market share. Store sales declined
11.2% with performance continuing to be impacted by legacy High Street and City Centre stores which 1s being addressed through the
store renewal programme Cperaling profit before adjusting items of £330 7m, compared Lo £224.0min 2019/20 reflected the benefit
of sales growth combined with a much stronger full price sales mix. Brand strategy established and model refined, with third party
brands across Clothing & Home and Beauty generating c.£100rmn of orders in 2021/22

Reset the strategic relationship with Ocado regarding platform integration, data sharing, infrastructure and category strategy.
Significant improvement in working relationships with QOcado Group. Creater "omni-channel” joint working, wilh upcoming trials on data
sharing and category approaches, As expected 2021/22 saw a reduction in average baskel size resuiting in a decline in revenue,
however, Ocado substantially outperformea the online grocery market M&S branded products consistently make up over 25% of
Ocado Retail’s sales, generating substantial buying gains for both M&S Foods and Ocado Relail

Revitalise Plan A.
Plan A has always been an important pillar within the M&S business, and this year saw a relaunch of a strengthened Plan A mission
providing new oversight, energy and momentum, and a singular focus on cutting the M&S carbon footprint by one third by 2025 and
Lo be fully net zero by 2040, Agreed a new £850m Revolving Credit Facility Unked to the delivery of the net zerc roadrap.

Eoin Tonge Drive a focus on financial delivery of critical transformation strategies in Property and supply chain.
Stepped up the new store pipeline to enable a drive In rotation with .15 new full ine stores and a further 32 store closures in the
pipeline over the next thrae years with expectation that this will buitd further. Trials implemented to test an accelerated “close and
recapture” model delivered proof of concept, expanding possibiiities around estate rotation capabilities. Strong results from recent
cpenings with sales averaging 11% above plan with payback at around 15 years (-44% against plan).

With regard to supply chain, Eoin played a key role in the resetting of the Cist relationship Put a strong three-year plan in place for
lothing & Horme supply chain and successfully delivered in-store fulfilment.

Design and deliver critical Group investment evaluation processes and models.

Further tightening of our capital discipline and appraisal pracesses. Delivered carparate development through purchase of
strateqgically identified businesses, such as Nobody's Child, The Sports Edit and our investment in the True investment fund
Successfully integrated Jaeger into the M&S family.

Shape and strengthen the balance sheet.
Balance sheet strenglhened with net debt down two-Lhirds from two years ago, through prudent cashflow rmanagement,
capex discipline and working capital initiatives. Critically renegotiated bank revoiving credit facility

Deliver step change in the control environment.
Improvement in all Internal governance mechanisms including reporting to and engaging with the Audit Committee and
ESG Committee New business model controf framework put in place.

FIGURE 11: ANNUAL BONUS SCHEME 2021/22 (AUDITED)

CORPORATE GROUP PBT (70%) INDIVIDUAL (30%) TOTAL PAYMENT
Target/performance Performance Achievement
Director Min £315m Max £361m % of salary £000
Steve Rowe 100% of max benus 83.3% of max bonus 190% £1,601
£522.9m
Eocin Tonge 100% of max hanus 83.3% of max bonus 190% £1,151
£522.9m
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CONTINUED

ANNUAL BONUS SCHEME CONTINUED

DEFERRED SHARE BONUS
PLAN {AUDITED)

Currently 50% of any bonus payment is
compulsorily deferred intc a conditional
share award These awards vest after three
years, subject to continued employrent
as well as malus provisions. As the ABS did
not operate in 2020/21, no sharc awards
under the DSBP were made during the
year The table below provides the value of
the share awards to be made in respect of
the 2021/22 baonus. This value reflects half
of the value shown for the 2021/22 bonus
payments in the singte figure table on
page 95.

FIGURE 12!

DSBP AWARDS Face valye End of
IN RESPECT OF Basis of of award deferral
2021/22 award £000 period
Steve Rowe 50% of £8007 30/6/2025

bonus

50% of
bonus

Eoin Tonge £575.7 30/6/2025

CORPORATE TARGETS

Group PBT before adjusting items PBT

ANNUAL BONUS SCHEME FOR 2022/23

During the year, the Committee reviewed
the 2022/23 schere, considering the
accelerated Never the Same Again
transformation programme together
with bonus arrangements elsewhere in
the business.

The Committee was satisfied that the
structure of the ABS, as approved by
shareholders at the 2020 ACM, remains
appropriate. Subject to the achiavement
of stretching targets, set in line with

the 2022/23 financia! plan, the scheme
provides for a competilive bonus
opportunity with a strong focus on
stretching PBT performance.

Executive directors are eligible to receive a
bonus payment of up to 200% of salary.

Performance will be focused on Group
PBT before adjusting items (PBT) (70%)
with individual measures set against key
areas of delivery of the transformation
plan. Individual performance will again be

measured independently of PBT
performance; no individual element may
be earned until a threshold level of PBT
is achieved.

The remaining 30% of the bonus will be
measured against a scorecard of individual
objectives, identified as the measurable
key priorities required to drive the
continued transformation of M&S.

The performance targets for the 2022/23
scheme are deemed by the Board to be
toa commercially sensitive to disclose

at this time, as they are not disclosed
elsewhere in the report. Where possible,
they will be disclosed in next year's reporl.
The Commitlee, at its absolute discretion,
may use its judgerment to adjust
outcomes to ensure that any payments
made reflect overall business and
individual perforrnance during the year.
Any discretion applied will be clearly
disclosed and justified,

iNDIVIDUAL OBJECTIVES

Scorecard of
individual
measures

Director

% benus % bonus  Measures

Stuart
Machin

30% -

of M&S

Lead and develop a successful rhythm and ef fective ways of
working with new executive team Leadership and governance of
Executive Comnmittee

- Implement a simplified and effcctive argarisational structure.

— Evolve the Ocada Retail joint venture and strategic ptan

— Delver the Food supply chain transformation

— Delver the Properly store rotation and renewal programme.

— Creale ahigh performing and engaged cullure across the whole

Katie
Bickerstaffe

30% -

and payment.

Eoin Tonge

30% -

Deliver the MS2 and omni-channel strategy and performance
— Improvernent in Sparks active members, engagement, personalisation

- Achieve International growth and strategy for India expansion.

— Deliver end to end clothing supply chan (phase 1}

- Deliver digital and data capability and put at the heart of the delivery
of the next phase of growth transformation

— Clothing category managernent and effect ive ways of working

Continue to improve and strengthen the Group balance shect,

- Implement a new energised control anda rnisk framework

- Lead the strategic framework review for the next phase of
growth transformation

~ Accelerate the Property stare rotation pregramme,

~ Lead the organisation productvity and efficiency initiatives.

— Deliver a step change in cur sustainability plan and put at the

centre of our Brand and proposition.
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PERFORMANCE SHARE PLAN {P5P)

PSP AWARDS MADE IN 2021/22 (AUDITED)

Ahead of grants being made, the
Committee reviewed the long-term
incentive framework at M&S, assessing
the extent to which it rermained suttable.,
After consideration, it was decided that
the current structural arrangements
remained appropriate, 20% of the 2021
PSP award would be based upon strategic
transformation goals relevant to the
achieverment of the business strategy over
the next three years and the rermaining
80% of the award would be based on EPS
{3U%), ROCE (30%) and relative TSR (20%).

TSR 1s measured against a bespoke group
of 13 companies taken from the FTSE 350
General and Food & Drug Retailers indices,
reviewed prior to grant to ensure the
constituents remained appropriately
aligned to M&S' business operalions and
best reflected the value of shareholders’

investment in M&S over the respective
performance period Thase companies
are listed in Figure 14

In light of the return of share price to
pre-pandemic levels, the Committee
decided that it was appropriate for grant
levels to return to 250% of salary for the
2021 PSP in determining the size of the
2021 PSP awards, the Committee decided
that as a result of the share price recovery
over the last 12 months, fewer shares
would pe awarded tham w 2020 The grant
was made on 29 June 2021.

Having taken the decision to delay target
setting, the Committee consulted with
shareholders on the proposed targets
and received support for the proposed
targets. The strategic largets are deemed

toe commercially sensitive to disclose but
will be reported at the time of vesting

In line with policy, awards will vest three
years after the date of grant, to the extent
that the performance conditions arc met,
and must then be held for a further two
years. Clawback provisions apply during
this holding period. For financial measures,
20% of awards will vest for threshold
performance, iIncreasing to 100% on a
straighl-iine basis betweaen threshold and
maximum performance, For strategic
measures, no payment shall be made if
the target is nol achicved. This supports
the Committee’s view that delivery of
these strategic measures is critical;
payment for achievement below the
target is not appropriate. Detailed targets
can be seen in Figure 13.

JOINYNIIADD

FIGURE 13: PERFORMANCE CONDITIONS FOR P5P AWARDS MADE IN 2021/22 (AUDITED)

Details
2021722 award measurey Weighting Threshold Maximum
Adjusted EPS in 2023/24 (p) 30% 15p 24p
ROCE in 2023/24 (%) 30% 10.5% 13.5%
Relative TSR 20% Median Upper quartile
Strategic measurcs 20% ME&S.com growth
Food like-for-like sales
Store staff cost to sales ratio
FIGURE 14: TSR COMPARATOR GROUP 2021/22 AWARDS
ASQ0OS Dunelm Group J Sainsbury Next Wrm Morrisons
B&M European Frasers Kingfisher Tesce
Dixons Carphone JD Sports Fashion N Brown Group WHSmith
FIGURE 15: PSP AWARDS MADE IN 2021/22 (AUDITED)
Threshold Face value End of
Basis of award level of of award performance
% of salary vesting £000 period Vesting date
Steve Rowe 250% 20% 2,086 01/04/2024 29/06/2024
Eoin Tonge 250% 20% 1,500 01/04/2024 29/06/2024

PSP grants were made as a conditicnal share award. When calculaling the face value of awards to be granted, the number of shares
awarded was multiplied by the average mid-market share price on the five dealing days pricr Lo the date of grant. For Lthe 2021 award,
the share price was calculated as £1.5267, being the average share price between 22 June 2021 and 28 June 2021,

FIGURE 16: PSP AWARDS VESTING (N 2021/22 (AUDITED}

For directors in receipt of PSP awards
granted in 2019, the awards will vest

in June 2022 based on three-year
performance over the period to 2 April
2022, Performance has been assassed
and it has been determined that 0% of the
total award will vest. The Committee

reviewed this level of vesting against the
wider business performance of the period
and determined this level of payment was
appropriate; no discretion was applied for
either share price movements or
formulaic vesting outcomes.

Details of performance against the
specific targets set are shown in the
table overleaf.

The total vesting values shown in Figure 17
directly correspond to the figure included
in the single figure table on page 95.
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PERFORMANCE SHARE PLAN (P5P) CONTINUED

Adjusted EPS in
2021/22

Average ROCE
{2019/20-2021/22)

2019/20 award

(p} {%) TSR

Total vesting

% of award

1/2 of award 1/3 of award 1/3 of award

Threshold performance 227 10.2 Median
Maximum performance 285 127 Upper guartile
Actuat performance achieved 217p 87% Below median
Percentage of maximum achieved 0% 0% 0% 0%

The targets outlined above are stated on a post-IFRS 16 basis and include adjustments that have been made for the impact of the
investment in Ocado Retail Limited. The original targets were EPS 24.0p-31.0p and ROCE 13.0%-170%. For threshold performance 20%
of the 2019/20 award would have vested, increasing to 100% on a straight-line basis between threshold and maximum performance,

FIGURE 17: VESTING VALUE OF AWARDS VESTING IN 2021/22 (AUDITED)

On grant At the end of performance period {Z April 2022)
Dividend
i t:
o?:::r‘:; equla\;ilreune; Impact 9f Total vesting
granted (incl. during the share price of award
rights issue % of salary performance Number of Number of [ Performance £o00
adjustment) granted period shares vesting shares lapsing
Steve Rowe 983,801 250% 51,437 0 1,035,238 - £0k

Dividend equivalents accrued during the performance period have been included in the table above.

PSP AWARDS TC BE MADE IN 2022/23

During the year, the Committee reviewed the long-term incentive framework at M&S, assessing the extent to which it remained
suitable. While the 2022 PSP will maintain the measures used for the 2021 PSP awards (30% adjusted EPS, 30% ROCE, 20% relative TSR
and 20% strategic measures), the EPS and ROCE largets have been increased from those seen in awards from previous years.

In making this decision, the Committee was mindful of the need to ensure thal M&S' PSP motivates senior leaders to drive the
required transformation to secure M&S' long-term success while balancing shareholder interests. Overall, the Committee believes that
these PSP targets are appropriately stretching in the context of the business and analyst expectations and remain egually challenging
as those set at the start of the performance pericd for previous awards.

TSR will once again be measured against a bespoke group of companies taken from the FTSE 350 General and Food & Drug Retailers
indices. The existing group of 13 companies, as detailed in Figure 14, was thoroughly reviewed to ensure the constituents remained
appropriate and aligned to M&S' business operations. This review resulted in the removal of Wm Morrisons, as it is no longer listed on
the FTSE. The revised TSR comparator group of 12 companies can be found in Figure 19.

Following a debate on M&S’ share price performance since the 2020/21 PSP was awarded in June 2021, a grant of 250% of salary
was approved for the 2022 PSP. The Committee will review and reconfirm this decision immediately prior to grant to ensure this
remains appropriate.

Performance will be measured as shown in Figure 18 below, with 20% of awards vesting for threshold performance and 100% for maximum.

FIGURE 18: PERFORMANCE CONDITIONS FOR PSP AWARDS TO BE MADE IN 2022/23

Details
2022/23 award measures Weighting Threshold Maximum
Adjusted EPS in 2024/25 {p) 30% 18p 27p
ROCE in 2024/25 (%) 30% 115% 14.0%
Relative TSR ~ 20% Median Upper guartie
Strategic measures 20% M&S.com growth

Food lke-for-like sales
Store staff cost to sales ratio
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PERFORMANCE SHARE PLAN (PSP) CONTINUED

FIGURE 19: TSR COMPARATOR GROUP 2022/23 AWARD

ASOS Dunelm Croup J Sainsbury Next
B&M European Frasers Kingfisher Tesco
Dixons Carphene JD Sports Fashion N Brown Group WHSMith

EXECUTIVE DIRECTORS' REMUNERATION

FIGURE 20: DIRECTORS’ SHAREHOLDINGS {AUDITED)

The table below sets cut the total number of shares held by each executive director serving on the Board during the period to
2 April 2022. Shares owned outright include those held by connected persons.

There have been no changes in the current directors interests in shares or options granted by the Company and its subsidiaries
bebween the end of the financial year and 24 May 2022. No director had an interest in any of the Company's subsidiaries at the

statutory end of the year, g
o
Unvested g
With Without z
performance performance o
conditions conditions Vested m
Shares owned Performance Restricted Share unexercised
outright Share Plan Plan options
Steve Rowe 562,662 3.861479 - -
Eoin Tonge 277998 2,032,048 789,252 -

FIGURE 21: SHAREHOLDING REQUIREMENTS INCLUDING POST-CESSATION (AUDITED)

All executive directors are required to build shares eguivalent in value to a minimum percentage of their salary within a five-year period
from their appointment date. For the CEQ, this requirement is 250% of salary and for other executive directors the requirement is 200%
of salary. A similar requirement of 100% of salary currently applies to members of the Executive Committee below Beard level

The chart below shows the extent to which each executive director has met their target shareholding as at 2 April 2022. For Steve
Rowe, his 250% sharehelding requirement 1s measured from the date he was appointed CEQ. Although the respective target has not
vet been achieved, the Commiltee is satisfied that no shares granted or held have been sold by either the CEO or his related parties
and that the CEO's interests remain strongly aligned with shareholders,

For the purposes of Lhe requirements, Lhe net number of unvested share awards not sulbject to performance conditions is included
and is reflected in the chart below The Commitlee continues to keep shareholding requirement guidelines and actual director
sharcholdings under review and will take apgropriate action should it feel Lhis is necessary.

To suppert the Committee’s intenticn to drive long-term, sustainable decisicn-making for the benefit of M&S and our shareholders
and in line with the 2018 UK Corporate Governance Code changes and the Investment Association’s updated guidelines, in 2020

the Committee approved the extensicn of shareholding guidelines to beyond the time at which an executive director leaves M&S.
Directors are required to maintain their minimum shareholding requirement, or, if their level of shareholding is below this, their actual
shareholding, for two years after leaving M&S. For the avoidance of doubt, the Committee has approved all vesting awards from 2020
grants cnwards tc be held in a nominee vehicle Lo ensure the successful cperation of this policy.

For the purposcs of this calculation, an average share price is used to reduce the impact of share price volatility on the results.
The average share price for the year was £1.809, with resullant shareholdings illustrated in the chart below.

Steve

Rowe 126% 250% of salary

Eagin

2 ¥ [ILNE
Tonge 200% of salary

210%

@ shares owned outright ) Jnvested DSBP/RSP shares Shareho.ding regurarnen
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REMUNERATION

REMUNERATION REPORT

CONTINUED

EXECUTIVE DIRECTORS' REMUNERATION CONTINUED

EMPLOYEE SHARE SCHEMES

ALL-EMPLOGYEE SHARE
SCHEMES (AUDITED)

DILUTION OF SHARE CAPITAL
BY EMPLOYEE SHARE PLANS

Executive directors may participate in
ShareSave, the Company’s save as you
earn (SAYE) scheme, and ShareBuy, the
Company’s share incentive plan, on the
same basis as all other eligible colleagues.
Further details of the schernes are set out
in note 13 of the financial statements on
pages 154 to 156,

Awards granted under the Company’s
SAYE scheme and discretionary share plan
can be met by the issue of new shares
when the options are exercised or through
market purchase shares.

The Company monitors the number

of shares issued under these schemes
and their impact on dilution limits, The
Company's usage of shares compared
with the dilution Umits set by the
Investment Association in respect of all
share plans (10% in any rolling 10-year
period) and executive share plans (5% in
any rolling 10-year period) as at 2 April
2022 is shown in Figure 22 and 23:

FIGURE 22: All share plans

Actual 8.89%
Limnit 10%
FICURE 23: Executive share plans

Actual 2.75%
Limit 5%

FIGURE 24; EXECUTIVE DIRECTORS’ INTERESTS IN THE COMPANY'S SHARE SCHEMES (AUDITED)

Maximum Dividend Maximum
receivable at  Awarded during Exercised during Lapsed during equivalents receivable at
3 April 2021 the year the year the year accrued 2 April 2022
Steve Rowe
Performance Share Plan 3,228,450 1,366,509 - 733,480 - 3,861,479
Deferred Share Bonus Plan - - - - - -
SAYE 21,951 - — - - 21,951
Total 3,250,401 1,366,509 — 733480 — 3,883,430
Eoin Tonge
Performance Share Plan 1,049,538 982,511 — - - 2,032,049
Restricted Share Plan 789,252 - - - - 789,252
SAYE 21951 - - - - 21,951
Total 1,860,741 982,511 - - - 2,843,252

The market price of the shares at the end of the financial year was £1.5795; the highest and lowest share prices during the financial

year were £2 5690 and £1.3155 respectively.

Figure 25 shows the time horizons of outstanding discretionary share awards (including dividend equivalent shares accrued during
the performance period) for all direclors serving on the Board during the year.

FIGURE 25: VESTING SCHEDULE OF EXECUTIVE DIRECTORS’ OUTSTANDING DISCRETIONARY SHARE AWARDS

Maximurm 2022/23 2023/24 2024/25
receivable at
2 April 2022
(alt discretionary Maximum Maximum Maximum
schemes) receivable Lapsed receivable Lapsed receivable Lapsed
Steve Rowe Performance Share Plan 3,861,479 — 1035238 1459732 - 1,366,509 -
Eoin Tonge Performance Share Plan 2032049 - - 1,049538 - 982,511 -
Restricted Share Plan 789,252 526,168 - 263,084 — - -

As reported on page 99, the 2019 PSP awards included within the totals shown in Figure 25 will vest at 0% in June 2022. This has been
reflected above in the 2022/23 Lapsed column.
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EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 26: PERFORMANCE AND CEQ REMUNERATION COMPARISON

This graph itlustrates the Company's putfonmnance against the FTSE 100 over the past 10 years. While M&S is not currently a

constituent of the FTSE 100 Index, the Cormmitiee feels that this remains the most appropriate comparator. The calculation of TSR s
in accordance with the relevant remuneration regulations. The table below the TSR chart sets oul the remuneration data for directors
undertzaking the role of CEO during each of the last 10 financial years.

201A2 2012/13 2013/14 2014/1S 2015016 201617 201718 2018/18 2009/20 2020/21 2021/22
=== Marks and £ £ror
Spencer
Group plc (£} 2700 40
= FTSE 100 25
Index {£}
Source 150 0
Thomsan
lduters 23
CEQ single 2070314 2HOS gzj0an6 g
01047 20
figure 199 oajoapry 3040313 roaf /0318 &
remuneration 30/D03/19 15 x
z
(£000) >
N5 03f04/21 02/04/22 10 %
m
S
o ® ® ® . ® Py ® ° ®
o o}
[e]xe]
CEO singte Steve Rowe - - - - 1,642 1,123 1517 1,205 1,068 2,630
figure (£000)  Marc Bolland 2,142 1,568 2,095 2015 — - - - Z -
Annual bonus  Steve Rowe - - - - 36.98% 000% 0.00% 0.00% Q.00% 95.0%
payment
(% of maximum) Marc Bolland 42.50% 000% 3055% 31.90% - - - - - -
PSP vesting Steve Rowe - - - - 0.00% B820% 34.0% 11.20% 0.00% 000%
{% of maximum) mMare Bolland 00.00% 7.60% 470%  480% - - - - - -

FIGURE 27: PERCENTAGE CHANGE IN DIRECTORS’ REMUNERATION

The table sets out the annual percentage

% change 2020/21-2021/22 R
change in salary, benefits and bonus for

% change 2019/2020-2020/21

2020721 2019/20
Base salary/ Base salary/ each director compared with that of the
fees Benefits  Annual bonus fees Benefits  Annual bonus average full-time equivalent total reward
Steve Rowe 1% -20% 100% 0% -36.8% —  forall UK colleagues.
Eoin Tonge 1% -33% 100% 0% - —  For non-executive directors,
Archie Norman 1% 200% N/A 0% -74% NA  penefits comprise taxable expense
Andy Halford 1% 100% N/A 0% 0% N/A  reimbursements relating to travel,
Andrew Fisher 1% 100% N/A 0% ~100% N/A accomm_odation and subsistence in
Justin King 1% 2100% /A 0% 100% N/A connection with the a?:tendan_ce at Beard
and Committec meetings during the year.
Tamara Ingram 1% ” N/A C% — N/A The change in the taxable benefits is a
Sapna Socd 1% = N/A C% - N/A - result of Covid-19 travel restrictions easing
Evelyn Bourke 1% 100% N/A N/A N/A N/A  and not a change in the benefits policy.
Fiona Dawscn 1% e N/A N/A N/A N/A
UK colleagues
(average FTE) 2% 0% 100% C% 0% -

FIGURE 28: RELATIVE IMPORTANCE 2020121 2021122

OF SPEND ON PAY £m £m % change
The table opposite illustrates the Tolal colleague pay ],463,?’ !,487..5 16%
Cormpany’s expenditure on pay in Total returns Lo shareholders Nil Nil -
comparison with profits before tax and Croup PBT before adjusting items 416 522.9 1,257%

distributions to shareholders by way of
dividend payments and share buyback.
Total colleague pay is the total pay for
alt Group colleagues. Croup PBT before
adjusting items has beenused as a
cornparison, as this 15 the key financial
metric that the Board considers when
assessing Company performance.

Croup PBT before adjusting items as disclosed on page 86,

Annual Report & Financial Statements 2022 103



REMUNERATION

REMUNERATION REPORT

CONTINUED
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FIGURE 29: SERVICE AGREEMENTS

In line with our policy, directors have
rolling contracts which may be terminated
by the Company giving 12 months’ notice
or the director giving six months’ notice

Date of

appointrment Notice period
Steve Rowe 02/04/2016 12 months/6 months
Ecin Tonge 08/06/2020 12 months/6 months

CHANGES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2021/22

DIRECTORS APPOINTED TO THE BOARD

As announced on 10 March 2022, Stuart
Machin will join the Board on 25 May 20722
as CEQ. His basic annual salary is £800,000.
Stuart’s incentive arrangements are
aligned with our Remuneration Policy, as
summarised on page 91,

It was announced on the same day that
Katie Bickerstaffe, having previously
served as a non-executive director, will
rejoin the Board on 25 May 2022 as
Co-Chief Executive. Her basic annual
salary is £750000. Katie's incentive
arrangements are aligned with our
Remuneration Policy on page 91

EXTERNAL APPOINTMENTS

PAYMENTS FOR THE
LOSS OF OFFICE (audited)

As announced on 10 March 2022, Steve
Rowe will stand down from the Board after
the preliminary results on 25 May and will
cease full-time employment with M&S at
the ACM on 5 July. In view of his wisdom
and formidable knowledge of the
business, he has agreed to remain as an
adviser to the new teadership for up to

12 months, The terms of his remuneration
upon leaving are in line with the approved
Termination Policy. Steve is contractually
entitled to receive a salary, and benefits,
by way of phased monthly payments

from 6 July 2022 to 5 July 2023, subject
to mitigation.

The Cormmittee determined good leaver
treatment in line with the plan rules, and
therefore his unvested conditional shares
awarded under the 2020 and 2021 PSP will
be time pro-rated to 5 July 2022 As
detailed earlicr in the report, the PSP
awards granted in 2019 vested in June 2022
at 0%, resulting in the award lapsing in full.

PAYMENTS TO PAST
DIRECTORS (audited)

There were NG payments made to past
directors during the period.

The Company recognises that executive
directors may be invited to become
non-executive directors of other

companies, and that thesc appointments
can broaden their knowledge and
experience Lo the benefit of the Company.

The Policy is for the individual director to
retain any fee No executive directors held
an external appointment during 2021/22.

FIGURE 30: NON-EXECUTIVE DIRECTORS’ TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Non-exocutive directors receive fees
reflecting the time commitment, demands
and responsibilities of Lthe role. Fees paid
to the non-executive directors and Board
Chairman for 2021/22 and 2020/21 are
detailed in the table opposite.

Benefits include expense reimbursements
relating to travel, accommodation and
subsistence in connection with the
attendance at Board and Committee
meetings during the year, which are
deemed by HMRC to be taxabie.

The amounts in the table cpposite
include the grossed-up cost of UK tax
paid by the Company on behalf of the
non-executive directors. Non-taxabte
expense reimbursements have not been
included in the table.

As reporied last year, the basic non-
executive fee increased by 1% to £72,215
with effect from 1 July 2021. The Board
Chairrnan was similarly awarded an
increase of 1% with effect from 1 July 2021
The total aggregate fee for the Board
Chairman increased to £618,000.
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The additional fee for chalring a2 committee increased in the year from £15,500 to

£20,000 with effect from 1 January 2022.

In line with pay increases across the business, non-executive director fees will increase
by 3% to £74,380 with effect from 1 July 2022, The Board Chairman was also awarded an
increase of 3% bringing the total aggregate fee to £636,540

Fee levels will again be reviewed in the year, ahead of any changes which would be

effective 1 July 2023,

Basic fees Additional Benefits Total
£000 fees £000 £000
£000
Director Year
Archie Norman 2021122 72 544 iQ 626
2020/21 71 541 5 617
Andy Halfard 2021/22 72 31 0 103
2020/2) 71 31 8] 102
Andrew Fisher 202122 72 17 1 90
2020/21 71 16 0 87
Justin King 2021/22 72 0 0 72
2020/ 71 0 1 72
Tamara Ingram’' 202122 72 17 0 89
2020/21 60 10 0 70
Sapna Sood 2021/22 72 Q 0 72
2070/27 60 0 [¢] 60
Evelyn Bourke 2021/22 72 0 i 73
2020/21 12 0 0 12
Fiona Dawson 2021/22 62 o] 0 62
{from 25 May 2021) 2000721 0 0 ) 0

1 The 2070/21 additional fees for Tarmara Ingrarm have been restated to include £5,167 Committee Chair fees earned in

2020/21 but paid in 2021/22



NON-EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 31: NON-EXECUTIVE DIRECTORS’ SHAREHOLDINGS {AUDITED)

The non-executive directors are not Changes in the current non-executive
permitted to participate in any cf the directors interests in shares in the
Company’s incentive arrangements. Company and its subsidiarics between the

All non-executive directors are end of the financial year and 24 May 2022
required to build and maintain a2 (or upon their date of retiring from the
shareholding of at least 2,000 shares Board) are shown in the table opposite.
in the Company upon joining M&S,

The table opposite details the
sharcholding of the non-executive
directors who served on the Board during
the year as at 2 April 2022 {or upon their
date of retiring from the Beard), including
those held by connected persons.

FIGURE 32: NON-EXECUTIVE DIRECTORS’ AGREEMENTS FOR SERVICE

Number Number

of shares of shares

held as at held as at

Director 2 April 2022 24 May 2022
Archie Norman 148,600 Nc change
Andy Halford 25700 Nochange
Andrew Fisher 4,243  No change
Justin King 64000 Nc change
Tamara Ingram 2,000 Nochange
Sapna Sood 2000 Nochange
Evelyn Bourke 50,000 No change
Fiona Dawson 12,352 No change

Non-executive dire(_:tors ha\-":-i an Director Date of appointment Natice period
agfeime”t ;Qrserv'cg f‘?r a”ﬁ”'tt'akdtgroo‘ Archie Norman 01/09/2017 6 months/6 months
year term which can be terminated by
either party giving three months notice Andy Halford 01/01/2013 3 months/3 months
{or six months’ notice for the Chairman). Andrew Fisher 01/12/201% 3 months/3 months
. i i h th
The table opposite sets out these terms Justin King 01/01/2019 3 mon? s/3 months
for all current members of the Board. Tamara Ingram 01/06/2020 3 months/3 months
Sapna Sood 01/06/2020 3 months/3 months
Evelyn Bourke 01/02/2021 3 months/3 months
Fioha Dawson 25/05/2021 3 months/3 months

NON-EXECUTIVE DIRECTOR CHANGES TO THE BOARD DURING 2022/22

ROLE CHANCGES WITHIN THE BOARD Evelyn Bourke will become Chair of
Andy Halford retires as the Chair of the the Audit Committee with effect from
Audit Committee on 7 June 2022; he will 7 June 2622. Evelyn will receive a total

remain as the Senior Independent Director (€@ of £92,215, whichiis inclusive of the
unlil he retires and steps down before standard annual non-cxecdtive director

the 2023 AGM. His fee will increase, in line fea of £72,215 (£74,380 from 1 July 2022)

with the increase to basic non-execulive
director fees, from £103,215 to £105,380.
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REMUNERATION COMMITTEE

REMUNERATION COMMITTEE REMIT

During the year, the Remuneration Committee reviewed the Terms of Reference to ensure that they reflected the government’s latest recommendations and the revised
principles of the Remuneration Policy, as set outinthe UK Corporate Covernance Code 2018 In particutar, the Comrmittee, in its support of the Nomination Committes,
expanded its remit to specifically discuss the talent and succe55|on in the senior leadership group and assoc;ated pay arrangements The Terms of Reference can be found

o

an the Company's website at corporate.marh F

KEY RESPONSIBILITIES

sfcorp goverr /g nan

k.

— The Committee continues to have a strong focus
on ensuring an appropriate alignment between
the remuneration of executive directors, the
Executive Committee and colleagues zcross M&S,
ensuring that the senior remuneration framework
is strategicatly aligned with the business but that
it also attracts and recognises the talent required
to drive transformation and cultural change within
M&S. The responsibilities are broadty as follows:

- Setting remuneration polity and practices that
are designed to support strategy and promote
the long-term success of M&S while following
the principles:

- Ctarity: Remuneration arrangements
are transparent and promaote effective
engagement, with shareholders and
the workforce,

+  Simplicity: Rernuneration structures are
uncornplicated, and e rationale and
operation are easy to understand
Risk: Ensure that reputational and other risks
from excessive rewards, and behavioural risks

that can arise from target-based incentive
plans, are identified and mitigated

- Predictability: The range of possible vatues of
rewards to executive directors is identified and
explained at the time of appraving the policy.
Proportionality: The ink between individual
awards, the delivery of strategy and the
tong-term performance of the Company
1s clear. Outcornes should not reward
poor performance,
Alignment with culture: Incentive schemes
that dnve behaviours congistent with
M&S' purpose, values and strategy.

- Determining the terms of employment and
remuneration for the executive directors and the
Executive Cormmittee, including recruitment and
termination arrangerments.

- Considering the appropriateness of the senior
rermunaration framework and exercising
ndependent judgernent and discretion when
authorising remuneration outcomes, taking

REMUNERATION COMMITTEE AGENDA FOR 2021/22

Company and individual performance, and the
context of the wider workforce, into account.

~  Notng the totst pay budgets, including salary,
bonus and share scheme allecations, across all of
MES, together with the principles of allocation to
ensure appropriate consistency with the senior
pay frameworks.

- Approving the design, targets and total payments
for all performance-related pay schemes
operated by M&S, seeking sharehotder approval
where necessary.

-~ Assessing the appropriateness and subsequent
achieverent of performance targets relating to
any share-based incentive plan for the executive
directors and Executive Committee

- Receiving direct feedback from BIG, the Group's
colleague representative body. colleague voice
surveys and management reports to ensure
colleague views on Group culture, including
remuneration strategy and 1802 are considered.

REGULAR ITEMS

Pay arrangements

- Within the terms of the M&S Remuneration Policy,
approval of the remuneration packages for the
executive directors, the Exacutive Committee,
and any termination payments where applicable.

- Consideration of the approprigteness of
the senior remuneration framework in the
context of the rest of the organsation and
external governance

- Naoting of the total budgeted salary expenditure
across M&S, ensuring principles for reward
allocation are aligned across M&S.

Annual Bonus Scheme

— Rewview of achievernents against 2021/22
performance objectives for execuhve directors
and the Executive Cornmittee.

- Approval of targets for the 2022/23 ABS ensuring
that the performance conditions are transparent,
stretching and ngorously applied

- Approval of the 2022/23 individual performance
objectives for executive directors and the
Executive Committee,

EFFECTIVENESS OF THE
REMUNERATION COMMITTEE

During the year, the Board Chairman ted an internal
review of the Board's effectiveness. All non-executive
directors independently provided their views, which
were then reviewed and discussed collectively.

The Remuneration Committeg, under the
teadership of Andrew Fisher, continues to cperate
efficiently, matters discussed during the year
fulfil the Committee’s expanded remit and are
thoughtfully debated in the context of internat
and external factors.
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- Noting of the total budgeted expenditure for
the ABS across M&S

Long-term incentives

- Appravat of 2022 PSP awards for the executive
directors and the Executive Committee.

- Approve the 2022 PSP targets ensuring
appropriste alignment between driving
exceptional performance and maotivating and
retaining top talent.

- Approvat of the vesting level of the 2019 PSP
awards across M3S,

- Regular review of all in-flight PSPs against targets.

- Consideration of long-term share awards granted
to colleagues below Executive Cormmittee level.

Governance and external market

- Review of the M&S Remuneration Policy, ensuring
that it continues to support the long-term
success of M&S and is aligned with the 2018 UK
Corporate Covernance Code, other external
governance and emerging best practice.

2022/23 ACTION PLAN

- Review the appropriateness of the senior
rermuneration framework in the context of the
rest of the organisation and external governance.

- Approval of the Directors’ Rernuneration Report
for 2021/22 and review of the AGM voting outcome
for the 2020721 report.

- Review of the Committee’s performance in
2021/22, including assurance that the principtes of
the revised Terms of Reference and broadier rernit
of the Committee are embedded.

- Assessment of the external market when

censidering remuneration arrangements for

executive directors and the Executive Committee,

Review the effectiveness and transparency of

rernuneration reporting

Noting of direct feedback from BIG, M&S’

colleague representative body, te ensure that

all colleague views are received and considered

by the Board when making remuneration and

reward decisions.

Talent planning

- Noting the performance management
process across the business.

~ Discussing senior leadership talent and
succession planning.

- Full review of the M&S Rermuneration Policy m
anticipation of the binding shareholder vote at
the 2023 AGM, ensuring the policy contmues to
accelerate the transformation and support
long-tercn success of M&S and is aligned with
the 2018 UK Corporate Governance Code, other
external governance and emerging best practice.

- Review and discuss Group future pay and incentive
structures to atign with organisational design
and M&S values, ensuring appropriateness of
reward structures and costs for the future, as well
as continued alignment with the Board approach
to pay.

- Review of proposed ESG customer sentiment

metric and establishment of base line for
measurement together with continuing discussion
on alternative ESC measures to £nsure appropriate
focus on Plan A goals in Board pay arrangements

- Continue to support the work of the Norination

Cornmittee through the assessment of senior
leadership talent, succession planning and
assoCiated pay arrangements, together with
talent plans and colleague engagement across
the entire orgarwsation.



REMUNERATION COMMITTEE CONTINUED

FIGURE 33: REMUNERATION COMMITTEE MEETINGS

The table opposite details the

Number of % of

Independent non-executive Member Maximum . 0
directors that were members of sinee ,',’,::::::s Ttended teended
the Committee during 2021/22. MEMBER
Andrew Fisher 1 October 2018 5 5 100%
{Committee Chair)
Archie Norman 3 November 2017 5 5 100%
Tamara Ingram 11 September 2020 5 5 100%

COMMITTEE ADVISERS

PwC was appointed by the Committee as
its independent adviser in 2014, following
a rigorous and competitive tender
process. PwC provides independent
commentary on matters under
consideralion by the Committee and
updates on legislative requirements, best
practice and market practice. PwC's fees
are typically charged on an hourly basis,
with costs for work agreed in advance.
During the year, PwC charged £66,750 for
Remuneration Committee matiers. This

is based on an agreed fee for business

as usual support, with additional work
charged at hourly rates. PwC has provided
tax, consultancy and risk consulting
services to the Croup in the financial year.

In carrying out its responsibilitics, the
Committee is independently advised
by external advisers. The Commiittee
was advised by PwC during the year.
PwC is a founding member of the
Remuneration Consultants Croup and
voluntarily operates under the code
of conduct in relation te executive
remuneration consulting in the UK.
The code of conduct can be found at
remunerationconsultantsgroup.com.

The Commitiee has not explicitly
considered the independence of the
advice it receives, although it regularly
reflects on the quality and objectivity of
this advice The Committee is satisfied that
any conflicts are appropriately managed.

PwC's adwvisory tcam has no connection
with any individual director of the Group.

The Committee also seeks internal
support from the CEQ, CFO, General
Counsel & Company Secretary and

the Head of Executive Reward & Pay
GCovernance as necessary. All may attend
the Committee meetings by invitation but
are not present for any discussions that
relate direcily to Lheir own remuneration.

The Commitiee alse reviews external
survey and bespoke benchmarking
data, including that published by
Acn Hewitt Limited, KPMG, PwC, FIT
Rermuneration Consultants, Korn
Ferry and Willis Towers Watson.

REMUNERATION COMMITTEE STAKEHOLDER AND SHAREHCLDER ENGAGEMENT

the executive directors. During the year,
colleague representatives were given

the epportunity to raise their views with
the Remuneration Committee via the

BIG Chair. Details of the directors' pay
arrangements were discussed in the
context of the reward framework for the
rest of the organisation and external
factors; no concerns were raised either
during these discussions or subsequently.

The Committee is dedicated to ensuring
that executive pay remains competitive,
appropriate and fair in the contexts of the
external market, Company performance
and the pay arrangements of the wider
workforce. In collaboration with the Head
of Executive Reward & Pay Covernance,
the Committee gives colleagues,
through colleague representatives,

the opportunity to raise questions or
concerns regarding the remuneration of

The Committee is dedicated to a
continuous, open and transparent
dialogue with shareholders on the issue of
executive remuneration. As described in
the Committee Chair's letter, dialogue on
the proposed measurces and weightings
of the PSP continucd during the year.
Sharcholders were positive in therr
feedback and confirmed that the targets
set aligned with their expectations.

SHAREHOLDER SUPPORT FOR THE REMUNERATION POLICY AND 2020/21 DIRECTORS' REMUNERATION REPORT

2020/21. The Committee believes that this
ilustrates the strong level of shareholder
suppert for the senicr remuneration
framework. The table below shows full

At the Annual Ceneral Meeting on
6 July 2021, 99.15% of shareholders
voted in favour of approving the
Directors’ Remuneration Report for

details of the voting outcomes for the
2020/21 Directors’ Remuneration Regort,

FIGURE 34: VOTING OUTCOMES FOR THE REMUNERATION POLICY AND 2020/21 REMUNERATION REPORT

Votes for % Votes for Votes against % Votes against Votes withheld
Remuneration Policy {at the 2020 AGM) 1,125,697.134 9714%  33,187602 286% 942,792
2020/21 Remuneration Report (at the 2021 AGM) 1,271,170625% 99.15% 10,910,040 0.85% 2,734,663

APPROVED BY THE BOARD

Andrew Fisher Chair of the Remuneration Committee
London, 24 May 2022

This Rermuneration Policy and these remuneration reports have been prepared inaccardance with the relevant provision of the Companies Act 2006 and on the basis prescribed in
the | arge and Medium-sized Cornpanies and Groups (Accounts and Repeorts) (Amendment) Regulations 2013 ("the Regulations™) Where required, data has been audited by Delaitte,
and thes s indicated appropriately
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GOVERNANCE

OTHER DISCLOSURES

DIRECTORS’ REPORT

Marks and Spencer Group plc

(the "Company”) is the holding company
of the Marks & Spencer Croup of
companies (the “Croup™).

The Directers’ Report for the year ended
2 April 2022 comprises pages 56 to 112
and pages 210 to 211 of this report,
together with the sections of the Annual
Report incorporated by reference. As
permitted by legistation, some of the
matters required to be included in the
Directors' Report have instead been
included in the Strategic Report on pages
2 to 55, as the Board considers them to
be of strategic importance. Specifically,
these are:

— Future business developments
(throughout the Strategic Repart}.

- Risk management on pages 45 to 46

- Details of branches operated by the
Company on pages 9 to 25.

— information on how the directors
have had regard for the Company’s
stakeholders, and the effect of that
regard, on pages 32 to 34

The Strategic Report and the Directors’
Report together form the Management
Report for the purposes of the Disclosure
Guidance and Transparency Rules

(“DTRY 41 8R.

Information relating to financial
instruments can be found on pages 165
to 175 and is incorporated by reference

For inforrnation on our approach to
social, enviromnmental and ethical matters,
please see our ESC Committee report

on pages 70 to 77, and refer to the
sustamability section of our website:
marksandspencer.com/sustainability.

Other information to be disclosed in the
Directors’ Report is given in this section.

The Directors’ Report fulfils the
requirements of the Corporate
Covernance Staterment for the purposes
of DTR 7.2 3R. Further information is
available online at marksandspencer.
com/thecompany.

Both the Strategic Report and the
Directors’ Report have been drawn up

and presented in accordance with, and in
reliance upon, applicable English company
law, and the liabilities of the directors in
connection with those reports shall be
subject to the limitations and restrictions
provided by such law.

108 Marks and Spencer Group ple

INFORMATION TO BE DISCLOSED
UNDER LR 9.8.4R

Page

Listing Rule Detall reference

9.84R (1) (2) Not applicable N/A
G-14 (A (B)

9.84R (4) Long-term 86-88,

incentive schemes 91-93,

95,

99-104

BOARD OF DIRECTORS

The membership of the Board and
biographical details of the directors

are provided on pages 60 and 61. Changes
to the directors during the year and up to
the date of this report are set out below.
Detalls of directors’ beneficial and
non-beneficial interests in the shares of
the Company are shown on pages 100 to
102 and 105. Options granted to dircctors
under the Save As You Earn ("SAYE") and
Executive Share Option Schemes are
shown on page 102, Further information
regarding employee share opticon
schemes is provided in note 13 Lo the
financial staterments on pages 154to 156,

Effective date of
departure/

Name Role appoirtment

Departures

Steve Rowe Execulive 25 May 2022
Director

Appointments

Fiona Non-Executive 25 May 2021
Dawson Director
Stuert Executive 25 May 2022
Machin Director
Katie Exccutive 25 May 2022

Bickerstaffe Director

The appointment and replacement of
direclors is governed by the Company’s
Articles of Association (the “Articles™,

the UK Corporate Covernance Code

(the “Code"), the Companies Act 2006 and
related legislation. The Articles may be
amended by a special resolution of the
sharehclders. Subject to the Articles,

the Companies Act 2006 and any
directions given by special resolution,
the business of the Company will be
managed by the Board who may exercise
all the powers of the Company.

The Company may, by ordinary resolution,
declare dividends not exceeding the
amount recommended by the Board.
Subject to the Companies Act 2006, the
Board may pay interim dividends and also
any fixed rate dividend, whenever the
financial position of the Company, in the
opinion of the Board, justifies its payment.

The directors may from time to time
appoint one or more directors. The Board
may appoint any person to be a director
(so long as the total number of directors
does not exceed the limit prescribed in
the Articles). Under the Articles, any such
directar shall hold office only until the
next Annual Ceneral Meeling ((AGM™)
where they will stand for annual election,

DIRECTORS’ CONFLICTS OF
INTEREST

The Company has procedures in place for
managing conflicts of interest. Should a
director become aware that they, or any of
their connected parties, have an interest

in an existing or proposed transaction wilh
Marks & Spencer, they should notify the
Board in writing or at the next Board
meeting. Internal controls are in place to
ensure that any related party transactions
involving directers, or their connecled
parties, are conducted on an arm’s length
basis. Directors have a continuing duty

to update any changes to these conflicts.

DIRECTORS’ INDEMNITIES

The Company rmaintains directors and
officers’ liability insurance which grovides
appropriate cover for legal action brought
against its directors. The Company has
also granted indemnities to each of its
directors and the Company Secretary to
the extent permitted by law. Qualifying
third-party indernnity provisions (as
defined by Section 234 of the Companies
Act 2006) were in force during the year
ended 2 April 2022 and remam in force
inrelation to certain losses and Labilities
which the directors (or Company
Secretary) rmay incur to third parties in
the course of acting as directors or
Company Secretary or employees cf the
Company or of any associated company.
Qualifying pension scheme indemnity
provisions (as defined by Section 235 of
the Companies Act 2006) were in force
during the course of the financial year
ended 2 April 2022 for the benefit of

the Trustees of the Marks & Spencer

UK Pension Scheme, both in the UK and
the Republic of Ireland.




PROFIT AND DIVIDENDS

VARIATION OF RIGHTS

The profit for the financial year, after
taxation, amounts to £309.0m (last
yeor £{194.4m on a 52 wecek basis) The
directors have not declared dividends
as follows:

Ordinary shares £m

No proposed interim dividend
(last year no propased
interim dividend) -

No proposed final dividend

(tast year no proposed

final dividend) -
No dividend proposed

for 2021/22

{last year no

propased dividend) ~

SHARE CAPITAL

The Company’s issued ordinary share
capital as at 2 April 2022 comprised a
single class of ordinary share. Each share
carries the right to one vote at general
meetings of the Company.

During the financial year, 215,753 ordinary
shares in the Company were issued under
the terms of the United Kingdom
Employees’ SAYE Share Option Scheme.
31,470 shares were 1ssued at a price of
151p, 122,163 shares at a price of 82p and
62,120 shares at a price of 238p.

In addition, during the period, 2,176,000
ordinary sharas were issued Lo satisfy
employee share awards under the
Company's Restricted Sharc Plan al a
price of 1p.

Details of movernents in the Company's
issued share capital can be foundin
note 24 to the financial staterments

on page 177

RESTRICTIONS ON TRANSFER
OF SECURITIES

Subject to applicable statutes, rights
attached to any class of share may be
varicd with the written consent of the
holders of at least three-quarters in
nominal value of the issued shares of
that class, or by a special resolution
passed at a separate general meeling
of the shareholders.

RIGHTS AND OBLIGATIONS
ATTACHING TC SHARES

Subject to the provisions of Lhe
Companies Act 2C06, any resolution
passed by the Company under the
Lompanies Act 20Ub and other
sharcholders' rights, shares may be 1ssued
with such rights and restrictions as the
Company may by ordinary resolution
decide, or (if there is no such resolution
or so far as it docs not make specific
provisien) as the Board may decide.

POWERS FOR THE COMPANY
ISSUING OR BUYING BACK ITS OWN
SHARES

The Company was authorised by
shareholders at the 2021 ACM to purchase
in the market up to 10% of the Company’s
issued share capital, as permitted under
Lthe Company's Articles. No shares were
ought back under this authority during
the year ended 2 April 2022 and up to the
date of thisreport.

This standard authority is renewable
annually; the directors will seek to renew it
at the 2022 ACM.

The Company was also authoerised at the
2021 ACM, pursuant to the reduction of
the nominal value of its ordinary shares
from £0.25 to £0.01, to make an off-market
purchase of its deferred shares of £0.24
each. In accordance with this authority,
1957779626 deferred shares of £0.24 were
bought back for a total aggregate amount
of £0.01, and cancelled on 8 July 2021.

INTERESTS IN VOTING RIGHTS

There are no specific restrictions on the
transfer of securities in the Company,
which is governed by its Articles and
prevailing legislation. The Company s not
aware of any agreements between holders
of securities that may result in restrictions
on the transfer of securities or that might
result in restrictions on voting rights

Information provided to the Company
pursuant to the Financial Conduct
Authority's DTRs is published on a
Regulatory information Service and

on the Company’s website. As at 2 April
2022, the following information has
been received, in accordance with DTR
5, from holders of notifiable interests in
the Company's issued share capital

Notifiable interests

Voting rights

The information provided below was
correct at the date of notification;
however, the date received may not
have been within the current financial
year. It should be noted that these
holdings are likely to have changed
since the Company was notified.
However, notification of any change is
not reguired until the next notifiable
threshold is crossed.

% of capital
disciosed Nature of holding as per disclosure

Schroders ple 90,153,730 5549 Indirect interest (5.547%),
CFD (0001%)

Citadel LLC and its group 97679549 500052 Equity swap

Blackrock, Inc. 98,157,250 501 Indirect interest (4.62%},
securities lending (0.13%),
CFD (0.26%)

RWC Asset 104,565,660 5.38 Indirect interest

Management LLP

Norges Bank 57,796,956 298168 Direct interest

*  Disclosdres made prior to the 2019 rights issue.

«* Disclosed on 15 Septemnber 2020. A further disclosure was made on 15 September notifying the Company
that Citadel's holdig had decreased below the 5% notifiable threshold, which did not: state the new position

In the pericd from 2 April 2022 to the date of this report, we received a further

notification in accordance with DTR 5 frorn Blackrock inc, disclosing a holding

of 117,319,126 ordinary shares {5.97%, broken down as follows: Indirect, 5.49%;

Securities lending, 007%, and CFD, 0.41%).
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OTHER DISCLOSURES
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The directors were granted authority

at the 2021 ACM to allot relevant
securities up to a nominal amount of
£6,521,758.64. This authority will apply
until the conclusion of the 2022 AGM.

At this year's ACM, shareholders will be
asked to grant an authority to allot
relevant securities (i) up to a nominal
amount of £6,529,88195 and (i1}
comprising cquity securities up tc a
nominal amount of £13,059,763.91

(after deducting from such limit any
relevant securities allotted under (i)},

in connection with an offer of a rights
issue (the Section 551 amount), such
Section 551 amount to apply until the
conclusion of the AGM to be held in 2023
or on 1 October 2023, whichever is sooner.

A special resolution will be proposed

to renew the directors’ powers 1o make
non pre-emptive issues for cash in
connection with rights issues and
otherwise up to a nominal ameount of
£979,482 29 In addition, 2 separate
special resolution will be propesced, in line
with institutional shareholder guidelines,
to authorise the directors to make
non-pre-emptive issues for cash in
connection with acquisitions/specified
capital investrments, up to a further
nominal amount of £979,482.29.

A special resolution will also be proposed
to renew the directors’ authority to
repurchasc the Company’s ordinary
shares in the market. The authority witl
be limited to a maximum of 195,896,459
ordinary shares and sets the minimum
and maximum prices which will be paid.

DEADLINES FOR EXERCISING
VOTING RIGHTS

Voles are exercisable at a general meeting
of the Company in respect of which

the business being voted upon is being
heard. Votes may be exercised in person,
by proxy or, in relation to corporate
members, by corporate representatives.
The Articles provide a deadline for
submission of proxy forms of not less
than 48 hours before the time apponted
far the holding of the meeting or
adjourned meeting However, when
calculating the 48-hour period, the
directors can, and have, deaded not o
take account of any part of a day that is
not a working day.
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SIGNIFICANT AGREEMENTS -
CHANGE OF CONTROL

There are a number of agreements to
which the Company is party that take
effect, alter or terminate upon a change
of control of the Company following a
takeover bid. Details of the significant
agreements of this kind arc as follows:

— The $300m US Notes issued by the
Company to various institutions on
6 December 2007 under Section 144a
of the US Securities Act contain an
option such that, upen a change of
control event, combined with a credit
ratings downgrade, any holder of
such a US Note may require the
Company to prepay the principal
amount of that US Note.

- The £850m Credit Agreemcent dated
13 December 2021 between the
Company and various banks contains
a provision such that, upon a change
of control event, unless new terms are
agreed within 60 days, the facility under
this agreement will be cancelled with all
outstanding amounts becoming
immediately payable with interest.

- The amended and restated Relationship
Agreement dated & October 2014
{originally dated 9 Novermnber 2004 as
amended on 1 March 2005), bet ween
HSBC and the Company and relating to
M&S Bank, contains certain provisions
which address a change of control of
the Company. Upon a change of
control, the existing rights and
obligations of the parties in respect of
M&S Bank continue and HSBC gains
certain limited additional rights in
respect of existing customers of the
rnew controller of the Cempany. Where
a third-party arrangement is in place
for the supply of financial services
products Lo existing customers of the
new controller, the Company is required
to procure Lthe termination of such
arrangement as soon as practicable
(while nol being required to do anything
that would breach such a third-party
arrangement). Where a third-party
arrangement is so terminated, or does
not exist, HSBC has the exclusive nght
to negotiate proposed terms for the
offer and sale, of financial services
products to the existing customers of

the new controller by HSBC on an
exclusive kasis. Where the Company
undertakes a re-branding exercise with
the new controller following a change
of control (which includes using any
M&S brand in respect of the new
controller's business or vice versa),
HSBC may, depending on Lhe nature
of the re-branding exercise, have the
right {excrcisable at HSBC's electicn) to
terminate the Relationship Agreement

- The Company does not have
agreements with any director
or employee that would provide
compensation for loss of office or
employment resulting from a takeover
except Lhat provisions of the Company’s
share schemes and plans may cause
options and awards granted to
employees under such schemes and
plans Lo vest on a takcover,

COLLEAGUE INVOILVEMENT

We remain committed to colleague
invalbvement throughout the business.
Colleagues are kept well informed of the
performance and strategy of the Group.
Examples of colleague involvernent and
engagerment, and information on our
approach to our workforce, are highlighted
throughout this Annual Report and
specifically on pages 26 16 29, 32 to 34,
and 63 to 64.

Share schemes are a long-established and
successiul part of colleagucs’ total reward
packages, encouraging and supporting
employee share ownership. The Cornpany
operates both an all-employee SAYE
Scheme and Share Incentive Plan. As at

2 April 2022, 15,442 colleagues were
participating in ShareSave, the Company's
SAYE Scheme, Full details of all schemes
are given on pages 154 to 156.

There are websites for both pension
schemes — the defined contribution
scheme (Your M&S UK Pension Saving
Flar) and the defined benefit scheme
{the Marks & Spencer UK Pension Scheme)
- which are fully accessible to employees
and former employees who have retained
benefits in either scheme, Employees are
updated as needed with any pertinent
information an their pension savings.



EQUAL OPPORTUNITIES

The Group is committed to an active
inclusion, diversity and equal
opperiunities policy: from recruitment
and setection, through training and
development, perfermance reviews
and promoticn, to retirement.

The Company's policy is Lo promote an
environment free from discrimination,
harassment and victimisation, where
everyone will receive equal treatment
regardiess of gender, colour, ethnic or
national origin, health condition, age,
marital or civil partner status, sexual
orientation, gender identity or faith

All decisions relating to employment
practices will be objective, free from
bias and based solely upon work criteria
and individual merit. The Company is
responsive 1o tho needs of its employeces,
customers and the community al large.

M&S is an erganisation which uses
cveryone'’s talents and abilities and
where inclusion and diversity are valued.
M&S has a business-wide inclusion and
divarsity strategy, spensored by a
member of the Executive Committee
and champicned by our Inclusion
Activation Group of senior leaders.

Qur seven employee-led diversity
networks are supported by a central
Inclusion and Diversity Leam, who work to
embed a culture of inclusion across the
organisation. In 2017, our inclusion and
diversity targets were agreed as: aiming
to have 50% female representation and
15% ethnic mincrity representation on the
M&S senior management team by 2022.
Unfortunately, these targets have not
been achieved; in response we will
maintain these as targets and through

a review and re-sct of our strategy and
approach, we will cnsure focus is given

to gender representation, ethnicity

and disability.

We know we have a lot more to do, but we
are facing into this and want to show our
colleagues, customers and communities
that we continue to be committed to
making M&S an inclusive organisation.

Further information on our inclusion
and diversity initiatives can be found on
pages 26 to 29, and page 69.

EMPLOYEES WITH DISABILITIES

The Company is clear inits policy that
people with health conditions, both visible
and non-visible, should have full and

fair consideration for all vacancies

M&S has continued to demonstrate its
commitment to interviewing those
applicants with disabilities who fulfil

the minimum criteria, and endeavouring
to retain employees in the workforce

If they becorne disabled during
cemployment. M&S will actively retrain and
adjust employees’ environments where
possibie to allow them to maximise their
potential and will continue to work with

external organisations to provide
workplace opportunities through our
innovative Marks & Start scheme, working
clasely with The Prince’s Trust and
Jobcentre Plus, most recently via the
Kickstart pregramme.

RESEARCH & DEVELOPMENT

Research and innovation remain key to
our Food offer and the development
of improved product and fabricin
Clothing & Home. Further information
is available on our corporate website:
marksandspencercom/thecompany.

GROCERIES SUPPLY CODE
OF PRACTICE

The Groceries (Supply Chain Practices)
Market Investigation Order 2009 (the
“Order™) and The Groceries Supply Code
of Practice (the “Code”) imposc cbligations
on M&S regarding its relationships with its
suppliers of groceries. Under the Order
and Code, M&S is reguired to submit an
annuat comptiance report to the Audit
Committee for approval and then to the
Competition and Markets Authority and
Croceries Code Adjudicator ("{CCAT)

M&S submitted its report, covering the
period from 4 April 2021 to 2 April 2022
to the Audit Committee on 12 May 2022.
It was approved on 13 May 2022.

In accordance with the Order, a summary
of that compliance report is set out below.

M&S believes that it has materially
complied with the Code and the Order
during the relevant period. No formal
disputes under the Code have arisen
during the reporting period. There have
been seven instances during the reporting
peried in which suppliers have either
alleged a breach or made a reference to
potential non-compliance with the Code,
M&S has worked with the suppliers to
address the issues raised and six of them
have been rosclved or closed, with one
issue remaining open. One additional
Code reference made by a supplicr before
4 April 2021 was also closed during Lhe
reporting period.

A detailed summary of the compliance
report is availakble on our website.

POLITICAL DONATIONS

The Company did not make any political
donations or incur any political
expenditure during the year ended

2 April 2022. M&S has a policy of

not making donations to political
organisations or independent election
candidates or incurring poltical
expenditure anywhere in the world as
defined in the Political Parties, Elections
and Referendums Act 2000.

GOING CONCERN

in adopting the geing concern basis for
preparing the financial statements. the
directors have considered the business
activities as set out on pages 10 to 25,
the financial position of the Group, its cash
flows, liguidity position and borrowing
facilities as set out in the Financial Review
on pages 36 to 44, the Croup's financial
risk management objectives and
exposures Lo hquidity and financial risks
as set out in note 21 to the financial
statements, as well as the Croup's
principal risks and uncertainties as set
out on pages 47 to 54.

Based on the Group's cash flow forecasts,
the Board expects the Group to have
adequate resources to continue in
operation, meet its liabilities as they

fall due, retain sufficient available cash
and not breach the covenant under

its revolving credit facility for the
foreseeable future, being a period of

at least 12 months from the approval of
the financial staterments. The Board
therefore considers it appropriate for the
Croup to adopt the geing concern basis
in preparing its financial statements.

@ sce note 20 to the financial statements
for mare information on our facilities.

LONG-TERM VIABILITY STATEMENT

The directors have assessed the prospects
of the Company over a three-year pericd
to March 2025. This has taken into account
the business model, stralegic aims,

risk appetite, and principal risks and
uncertainties, along with the Company’s
current financial position Basad on this
assessment, the directors have a
reasonable expectation that the Company
will be able to continue in operatior and
rmeet its liabilities as they fall due over

the three-year period under review.

° See our approach to assessing long-term
viability on page 55.

AUDITOR

Resolutions to reappoint Deloitte LLP as
auditor of the Company and to authorise
the Audit Committee to determine its
remuneration will be proposed at the
2022 AGM.

ANNUAL GENERAL MEETING

The ACM of Marks and Spencer Croup
ple will be broadcast online from
M&S' Waterside House support centre
on 5 July 2022 at 11am. Shareholders
are advised not to travel to the venue
on the day. The Notice of Meeting is
given, together with explanatory
notes and guidance on how to access
the meeting and vole clectronically,
on pages 198 to 209.
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DIRECTORS’ RESPONSIBILITIES

The Beard is of the view that the Annual
Report should be truly representative of
the year and provide shareholders with
the inforrmation necessary to assess the
Croup's position, performance, business
model and strategy.

The Board requested that the Audit
Committee review the Annual Report and
provide its opinion on whether the report
is fair, balanced and understandable. The
Audil Cormnmittee’s opinion is on page 80.

The directors are also responsible for
preparing the Annual Report, the
Remuneration Report and Policy and the
financial staternents in accordance with
applicable law and regulaticns. Company
law reguires the directors to prepare
financial staterments for each financial
year. Under that law the directors are
required to prepare the Group financial
staternents in accordance with
international accounting standards in
conformity with the requirements of the
Companies Act 2006 and Internationat
Financial Reporting Standards (‘IFRS™).
Under company law, the direclors must
not approve the financial statements
unless they are satisfied that they give a
true and fair view of the state of affairs
of the Croup and the Company and of
the profit or loss of the Croup and the
Company for that period.

In preparing these financial statements,
the directors are reguired to:

- Select suitable accounting policies and
then apply them consistently.

- Make judgemcnts and accounting
estimates that are reasonable
and prudent.

- State whether applicable IFRS
{as adopted by the UK) have been
followed, subject to any material
departures disclosed and explained
in the financial statements.

- Prepare the financial statements
on a going concern basis unless it is
Inappropriate to presume that the
Company will continue in business.

112 Marks and Spencer Group ple

- The directors are respensible for

keeping adequate accounting records
that are sufficient to show and explain
the Company’s transactions and
disclose with reascnable accuracy at
any time the financial position of the
Company and enable them to ensure
that the financial statements comply
with the Companies Act 2006. They are
also responsible for safeguarding the
assets of the Group and the Company
and hence for taking reascnable steps
for the prevention and detection of
fraud and other irregularities.

The directors arc responsible for
the maintenance and integrity of
the Company's website, Legislation

in the UK governing the preparation

and dissemination of financial
statements may differ from legistation

in other jurisdictions

Cach of the current directors, whose

names and functions are listed on pages

60 and 61, confirms that, to the best
of their knowledge

- The Croup financial statements,

prepared in accordance with the
applicable set of accounting standards,
give a true and fair view of the assets,
Liabilities, Ninancial position and profit
or loss of the Company and the
undertakings included in the
consolidation taken as a whole.

- The Managerment Report includes a
fair review of lhe development and
performance of the business and
the position of the Company and
the undertakings included in the
consolidation taken as a whole, logether
with a descriplion of the principal risks
and uncertainties that they face.

— The Annual Report, taken as a whole,
is fair, balanced and understandabie,
and provides the necessary information
for shareholders to assess the Graup’s
position, performance, business model
and strategy.

DISCLOSURE OF INFORMATION
TO AUDITOR

Each of the persons who are directors

at the time when this Directors’ Report

s approved confirms that, so lar as
he/she is aware, there is no relevant

audit information of which the Company’s
auditor is unaware and that he/she has
taken all the sleps that he/she cught

to have taken as a director to make
himself/fhersell aware of any relevant audit
information and to establish

that the Company's auditor is aware of
that information.

The Directors’ Report was approved

by a duly authorised committee of the
Board of Directors on 24 May 2022 and
signed on its behalf by

Nick Aolimd

Nick Folland Ceneral Counsel
and Company Secretary

London, 24 May 2022



INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC

Report on the audit of the financial stalements

1. OPINION

In our opinion:

- the financial statements of Marks and
Spencer Croup plc (the ‘Company’)
and its subsidiaries (the ‘Group’)
give a true and fair view of the
state of the Group’s and of the
Company’s affairs as at 2 April 2022
and of the Group’s profit for the
52 weeks then ended;

- the Group financial statements
have been properly prepared in
accordance with United Kingdom
adopted international accounting
standards;

- the Company financial statements
have been properly prepared in

accordance with United Kingdom
adopted international accounting
standards and as applied in
accordance with the provisions
of the Companies Act 2006; and

— the financial statements have been
prepared in accordance with the
requirements of the Companics
Act 2006.

We have audited Lhe financial statements
which comprise:

- the Consolidated Income Statement;

- the Consolidated Statement of
Comprehensive Income;

2. BASIS FOR OPINION

- the Consolidated and Company
Statements of Financial Position;

- Lhe Consolidated and Company
Statements of Changes in Equity;

- the Consolidated and Company
Statements of Cash Flows; and

the related notes 1 1o 32 amd €1 Lo C7.

The financial reporting framework that
has been applied in their preparation is
applicable law and United Kingdom
adopted international accounting
standards and, as regards the Company
financial statements, as applied in
accordance with the provisions of the
Companies Act 2006.

We conducted our audit in accordance
with International Standards on Auditing
(UK) (15As (UKY) and applicable law.

Our responsibilities under those
standards are further described in

the auditor’s responsibilities for the
audit of the financial statements section
of our report.

We are independent of the Croup and the
Company in accordance with the ethical
requirements that are relevant to our
audit of the financial statements in the
UK, including the Financial Reporting
Council’s (the 'FRC's) Ethicat Standard as
applied to listed public interest entities,
and we have fulfilled our other ethicat
responsibilities in accordance with these
requirements. The non-audit services
provided to the Group and Company for
the period are disclosed in note 4 to the
financial staternents. We confirm that we
have not provided any non-audit services
prohibited by the FRC's Ethical Standard
to the Group or the Company.

We believe that the audit evidence
we have obtained is sufficient and
appropriate to provide a basis for
our opinion.
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INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR’S REPORT

CONTINUED

3. SUMMARY OF OUR AUDIT APPROACH

KEY AUDIT MATTERS

MATERIALITY

The key audit matters that we identified
in the current year were:

impairment and impairment reversat
of UK store assets;

accounting for the UK store estate
programme;

inventory provisions for UK Clothing &
Horne, and

disclosure of adjusting items as part
of alternative performance measures.

Within this report, key audit matters are
identified as follows:

Increased level of risk
Similar level of risk

Decreased level of risk

The materiality that we used for the
Croup financial statements was £250m
(2021: £16.0m) which was determined on
the basis of considering a number of
different metrics used by investors and

other readers of the financial statements.

These included:
- adjusted profit before tax;

- earnings before interest, tax,
depreciation and amortisation; and

- revenue.

SCOPING

We have performed a full-scope audit
on the UK component of the business.
Balances subject to full scope audit
represent 95% (2021: 96%) of the
Croup’'s revenue, 88% (202): 95%) of

adjusted profit before tax, 93% (2021: 93%
of loss before tax) of profit before tax,
80% (2021: 80%) of total assets and 88%
{2021; 88%) of total liabilities. We perform
analytical review procedures on the
residual balances.

SIGNIFICANT CHANGES IN
OUR APPROACH

We have determined that the impairment
of per una goodwill and the going
concern basis of accounting are no
longer key audit matters in the current
period. These changes are discussed
further in section 5.

4. CONCLUSIONS RELATING TO GOING CONCERN

in auditing the financial statements, we
have concluded that the directors’ use of
the going concern basis of accounting

in the preparation of the financial
statements is appropriate.

Our evaluation of the directors

- assessed the appropriateness of

forecast assumptions by:

- reading analyst reports, industry
data and other external information
and comparing these with
management’s ostimates;

Based on the work we have performed,
we have not identified any material
uncertainties relating to events or
conditions that, individually or collectively,
may cast significant deubt on the Croup's
and Company's ability to continue as a
going concern for a period of at least

i assessment of the Croup’s and Company's
ability to continue to adopt the going
concern basis of accounting included:

. — obtained an understanding of relevant

| controls relating to the assessment of
going concern models, including the
review of the inputs and assurnptions
used in those models;

— obtained management’s board-
approved three-year cash flow forecasts
and covenant compliance forecasts,
including the sensitivity analyses;

- reviewed management’s assessment
of going concern and viability, including
the three-year plan, as set out in their
paper to the Audit Committee,
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- comparing forecast sales with recent

historical financial information to
cansider accuracy of forecasting,

+ testing the underlying datz generated

to prepare the forecast scenarios
and to determine whether there

was adequate support for the
assumptions underlying the forecast;

+ reviewing correspondence relating

to UK Government support such
as indirect tax holidays and
staff furlough;

- raviewing correspondence relating

to the availability of the Croup’s
financing arrangements;

« considering the resutts of the

sensitivity analyses performed, and

+ evaluating the Group’s disclosures

on going concern against the
requirements ol 1AS 1

Lwelve months from when the financial
staternents arc authorised for issue.

In relation to the reporting on how the
Croup has applied the UK Corporate
GCovernance Caode, we have nothing
material to add or draw attention to

N relation to the directors’ statement in
the financial staterents about whether
the directors considered it appropriate
to adopt the going concern basis

of accounting.

Qur respensipilities and the
responsibilities of the directors with
respect to going concern are described
in the relevant sections of this report



5. KEY AUDIT MATTERS

Key audit matters are those matters that,
in our professional judgement, wore of
most significance in our audit of the
financial statements of the current period
and include the most significant assessed
risks of material misstatement (whether
or not due to fraud) that we identified.
These matters included those which had
the greatest effect on: the overall audit
strategy, the allocation of resources in
the audit; and directing the efforts of the
cngagement team.

These matters were addressed in the
context of our audit of the financial
statements as a whole, and in forming our
opinicn thereon, and we do not provide a
separate opinion on these matters.

Changes in the current period relative to
the prior period are as follows:

- BPue te the recegnition of an impairment
in the prior period, the carrying amount
of per una goodwill is below cur
rnateriality and, therefore, it does
not represent a risk of material
misstatement. We have therefore not
identified the impairment of per una
goodwill as a key audit matter. Goodwill
is disclosed in note 14

- Inthe prior period going concern was
identified as a key audit matter as a
respense to the Covid-19 pandemic
when there was uncertainty around the
financial impact and the patential for

restrictions to the Group’s ability to
trade from its physical steres, This
uncertainty has reduced significantly
and accordingly we have not identified
the going concern basis of accounting
as a key audit matter in the current
period. Cur conclusions relating to
going concern are discussed in
section 4.

5.1. IMPAIRMENT AND IMPAIRMENT REVERSAL OF UK STORE ASSETS

KEY AUDIT MATTER DESCRIPTION

As at 2 Aprit 2022 the Group held
£3,379.4 million (2021: £3,594.0 million)
of UK store assets in respect of stores
not considered for closure within the UK
store estate programme. In accordance
with IAS 36 Impairment of Assets,

the Group has undertaken an annuat
assessment of indicators of impairment.
An impairment charge of £6.9 mitlion
(2021: £66.4 million} and a reversal of
previously recognised impairment
charges of £63.4 million have been
recognised as set out in notes 5 and 15
to the financial statements.

As described in note 15 to the financial
statements, the Group has estimated the
recoverable amount of store assets
based on their value in use, derived from
a discounted cash flow model prepared
by management. The model relies on
certain assumptions and estimates

of future trading performance,
incorporating committed strategic
changes to the UK Clothing & Home and
Food businesses and the performance of
new stores operating within their shelter
period (which takes into account the time
new stores take to estaplish thernselves
in the rmarket), all of which involve a

high degree of estimation uncertainty
{as disclosed in note T and note 15).

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

The key assumptions applied by
management in the impairment reviews
perfarmed are:

- future revenue growth and changes in
gross rmargin;

- long term growth rates; and
- discount rates.

The Audit Committee considers this
1o be a significant matter. Their
consideration is on page 81.

In responding to the identified key audit
matter we compieted the following
audit procedures:

- obtained an understanding of relevant
controis relating to the impairment
review process;

- evaluated and chalienged
managerment's range of impairment
indicators with due consideration
given to the profitability impact of
committed strategic changes to
the UK Clothing & Home and Food
businesses and the performance of
new stores,;

- assessed the mechanical accuracy
of the impairment models and the
methodology applied by management
for consistency with the reguirements
of 1AS 36;

- assessed the appropriatenass of
forecast revenue and gross margin
growth rates through companson with
external economic benchmarking data
and with reference to historical
forecasting accuracy;

- assessed the appropriateness of
the discount rates applied with the
involverment of our internal valuations
specialists and compared the
rates appted with our internal
benchmarking data;

- gvaluated the appropriateness and
completeness of information included
inthe impairment model based on our
cumulative knowiedge of the business
driven by our review of trading plans,
strategic initiatives, minutes of
property and investment committee
meetings, and meetings with regional
store managers and senior trading
managers from key product
categories, together with our wider
retail industry knowledge; and

~ assessed the completeness and
accuracy of disclosures within the
financial staterments in accordance
with IFRS.

Key observations

We are satisfied that the judgements
applied, impairrent charges and
reversals recorded and disclosures within
the financial statements are appropriate.
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INDEPENDENT AUDITOR’S REPORT

CONTINUED

5. KEY AUDIT MATTERS CONTINUED

5.2. ACCOUNTING FOR THE UK STORE ESTATE PROGRAMME

KEY AUDIT MATTER DESCRIPTION

In February 2018, the Board approved a
tist of stores marked for closure as part
of its UK store estate programme. The
total charge recognised in connection
with this closure programme in previous
periods was £657.6 million. A further net
charge of £161.4 million has been
recognised in the current period as a
result of:

- anincrease in the number of stores
assessed as probable for closure and
the update of estimates made in light
of known developments in the exit
strategy, including current trading
performance, negotiations with
landlords and changes in the retail
property market;

- depreciation of store assets where
previously identified for closure, as
they approach their planned closure
dates; and

- accelerated depreciation and
impairment of buildings and fixtures
and fittings in respect of additional
stores added to the programme.

Further information is set out in notes 1
and 5 to the financial staterments and
page 22 of the strategic report.

Qur key audit matter was focused on
the specific assumptions applied in the
discounted cash flow analysis prepared
py managernent including the discount
rate, store closure costs, freehold sale

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

proceeds, leasehold surrender costs and
expected sublet income, lease incentives
and void pericds.

The Audit Committee considers this
to be a significant matter. Their
consideration is on page 81.

In responding to the identified key
audit matter we completed the following
audit procedures:

- obtained an understanding of relevant
controts relating to the review and
approvat of the Group's UK store
exit model;

- performed enquiries of management
and inspected the latest strategic
plans, Board and relevant sub-
committee minutes of meetings;

- understood and chalienged the basis
of management’s judgement where
stores previously marked for closure
are no longer expected to close and
additional stores have been identified
for closure;
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- with the involvernent of our internal
real estate specialists, we evaluated
the appropriateness of management's
judgements for a representative
sample of properties and benchmark
with reference to external data;

- assessed the mechanical accuracy
of discounted cash flow models and
other key provision calculations;

- assessed the integrity of key inputs
to the discounted cash flow models
including the discount rate, store
closure costs, freehold sale proceeds,
leasehold surrender costs, expected
sublet income, sublet iease incentives
and void periods with reference to
avaitable evidence;

- recalculated the closing provision for a
representative sarmple of stores,

- evaluated the accuracy and
completeness of provisions recorded
in tight of the status of the Group's UK
store estate plan; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS,

Key observations

We are satisfied that the Group's estimate
of the impairments and store exit
charges and the associated disclosures
are appropriate.



5. KEY AUDIT MATTERS CONTINUED

5.3. INVENTORY PROVISIONS FOR UK CLOTHING & HOME

KEY AUDIT MATTER DESCRIPTION

As at 2 April 2022, the Group held

UK Clething & Home inventories of
£458.6 million (2021: £430.6 millicn),
inclusive of a provision of £48.3 million
(2021: £78.2 miltion).

in 2020 the Group recognised an
inventory write-down of £1570 million
{of which £145 3 million related to UK
Clething & Home inventory) which
was included within the Croup's
directly attributable gains/(expenses)
resulting frorm the Covid-19 pandermic
adjusting iterm.

In the prior period the Group recorded a
net reversal of the inventory impairment
of £90.8 million (£101.6 million relating
to UK Clothing & Home inventary).

In this period the Croup has reversed
or utilised the remaining Covid-19
provision of £18.6 rnillion that was
originally recorded and presented
within adjusting items.

As described in the Accounting Policies
in note 1 to the financial statements,
inventories are carried at the lower of
cost and net realisable value. As a result,
judgement is applied in determining the
appropriate provisions required for
obsolete inventory and inventory
expected to be scld below cost based
upon a detailed analysis of old seascn
inventory and forecast net realisable
value based upon plans for inventory to
go into sale. We consider the assessment

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

of inventory provisions within UK
Clothing & Home to require the most
judgernent due to historical trading
performance and the guantum of
gross inventory.

Management has determined the level
of provision using judgement and with
reference to forecast future sates utilising
available data from past periods on the
saleabitity of stock. Management has
describedits methodology for the
calculation of the inventory provision in
notes 1 and 5.

The Audit Cornmittee considers this
to be a significant matter. Their
constderation is on page 81.

In responding to the identified key
audit matter we completed the following
audit procedures:

— obtained an understanding of relevant
controls relating to inventory
managerment and the review and
approval of the inventory provision;

- assessed the validity, accuracy and
completeness of the information
used by management in computing
the provision;

- assessed the mechanical accuracy
and logic of the models underpinning
the provision;

~ understood the changes in the
pravisioning methodology and
challenged the appropriateness thereof;

- challenged and validated the key
assumptions applied by management
in estimating the provision, by
performing enguiries of buyers and
merchandisers, considering the current
purchasing strategy and ranging plans,
assessed the historical accuracy of
forecasting stock to be subjectto a
future discount;

- tested the accuracy of the process
used by management to identify
potentially impaired inventory across
3 representative sample of individual
product lines; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied with the judgermnents
taken by management and that the
resulting inventory provision for UK
Clothing & Home is appropriate. We
believe the disclosures made around the
level of uncertainty appropriately reflect
reascnably possible future changes te
rmanagement’s estimates.
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INDEPENDENT AUDITOR'S REPORT

INDEPENDENT AUDITOR’S REPORT

CONTINUED

5. KEY AUDIT MATTERS CONTINUED

5.4. DISCLOSURE OF ADJUSTING ITEMS AS PART OF ALTERNATIVE PERFORMANCE MEASURES

KEY AUDIT MATTER DESCRIPTION

The Group has presented an alternative
performance measure peing adjusted
profit hefore tax of £522.9 million
{2021: £50.3 million), which is derived
from statutory profit before tax of
£391.7 million (2021: loss before tax of
£209.4 mitlion) adjusted for a number
of itemns totalling £131.2 million

(2023: £259.7 mitlion) which the Group
considers meet their definition of an
‘adjusting iterm’. Judgement is exercised
by management in determining the
classification of such iterms in accordance
with guidance issued by the FRC

and ESMA. We consider there to be

a risk of fraud in the reporting of
adjusting items within the alternative
perforrmance measures.

Explanations of each adjusting item
are set out in note 5 to the financial
statements and are summarised in the
graphic¢ to the right.
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tn determining adjusted profit before tax,
we identified the following risks:

- the identification and classification of
iterns as ‘adjusting’ as part of the
presentation of alternative
performance measures may be
inappropriate, distorting the
reported results;

the omission of iterns which are
considered material, one-off or
significant in nature, distorting the
alternative performance measures; and

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

the clarity and detail of disclosures in
respect of adjusting items as part of
alternative performance measures may
be insufficient, preventing investors
from obtaining a clear understanding
of the Group’s results and
performance.

The Group’s policy regarding adjusting
iterns is set out in note 1. Thisis a
significant matter considered by the
Audit Committee on page 81.

In responding to the identified key
audit matter we completed the following
audit procedures:

- obtained an understanding of relevant
controls, relating to the identification
and disc¢losure of adjusting iterns within

alternative performance measures,

- performed enquiries of managerment

to understand the rationate applied
in identifying itemns as adjusting
and completed an independent
assessment as to the selection and

presentation of adjusting items based

on their nature;
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- assessed the identification and
consistency of items reported as
adjusting period on period, with
reference to guidance published by
ESMA and the FRC;

- performed tests over a representative
sample of adjusting items through
agreement to supporting evidence,

used our cumutative audit knowledge
and applied data analytics to identify
and test other transactions outside
of the normal course of business,

or which disptay characteristics of
being material, significant or one-off
in nature;

considered the impact of adjusting
iterns on the directors’ remuneration
targets to determine whether any
increased fraud risk factor existed
based on actual resutts for the
period, and

assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRSs.

Key observations

We are satisfied that the items inctuded
in adjusting iterns within the alternative
parformance measures are in ling with
the Group’s poticy and that they are
appropriatety disclosed.



6. OUR APPLICATION OF MATERIALITY

6.1. MATERIALITY

We define materiality as the magnitude of

Company financial

misstaterment in the financial staternents Croup financial statements statements
that makes it probable that the economic  Materiality  £25.0 million (202} £16.0 millien) £22.5 million
decisions of a reasonably knowledgeable (2021: £14.4 million}
\?virizg :%Lttdrigﬁcla&%ﬁ? o[’ mfl‘uentched, Basis for We considered the following metrics in the We have used 3% of
Y T planning ine determining current and prior peniod: net assets in both the
scope of our audit work and in evaluating materialit . current and the prior
the results of our work. ¥ _ adjusted profit before tax i P
. - Earnings before interast, tax, depreciation and period, capped at 90%
Based on our professional judgernent, a tg i EBITDA ’ - dep of Group materiality,
we determined materiality for the financial amortisation ( ) as the basis for
statements as a whole as follows: - Revenue . materiality.
Using professional judgement. we determined
materiality to be £250m.
Rationale In determining our benchrmark for materiality Net assels is used as
for the we considered a number of different metrics the benchmark as the
benchmark used by investors and other readers of the Carnpany opcrates
applied financial statements. primarily as a holding
cerialit : company for the
Group materiality represents Groun and we
Metric % therefore consider
Adjusted profit before tax 48 ?hlstfws tlcwey key metrc
ny.
EBITDA pa OrHEompany
We capped maleriality
R e 0.2
cvery at 30% of Croup
materiality to reduce
the risk of a material
error arising as a
result of the
consolidation of the
Company's result in
the Group financial
statements.
6.2. PERFORMANCE MATERIALITY
We set performance materiality at a Company financial
level lower than materiality to reduce the Group financial statements statements
probability that, in aggregate, uncorrected  Performance 65% (2021: 60%) of Croup materiality 65% (2021, 60%) of
and undetected misstatements excead materiality Company materiality
the materiality for the financial Basis and In determining performance materiality, we considered the following factors:

statements as a whole. "
rationale for

determining
performance
materiality

— our curmnulative knowledge of the Croup and its environment, including

industry specific trends;

- the change in the level of judgement required in key accounting estimates,
- reliability or internal control over financial reporting;

~ the level of change to the business in the period,

— the stabililty n key management personnel;

- the level of centralisation in the Group's financial reporting controls

and processes; and

- the level of misstatements identified in prior periods.

Our performance materiality percentage has increased from 60% Lo
65% of materiality due to the reduction in the level of uncertainty caused

by Covid-19.

6.3. ERROR REPORTING THRESHOLD

We agreed with the Audit Committec that we would report to the Committee all audit differences in excess of £1.3 million
{2021 £0.8 rillion), as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds.
We alse report to the Audit Committee on disclosure matters that we identified when assessing the overall presentation of the

financial statements.
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CONTINUED

7. AN OVERVIEW OF THE SCOPE OF QUR AUDIT

7.1. IDENTIFICATION AND SCOPING
OF COMPONENTS

12%

O

Adjusted profit
before tax

7%
\ 20%/
O%% Q’z

Our audit was scoped by obtaining an
understanding of the Croup and its
environment, including group-wide
controls, and assessing the risks of
material misstaternent at the Group level.

5%
\
95%

. Revenue
Components wore selected to provide an

aperopriate basis for undertaking audit
work to address the risks of material
misstaternent identified. Based on our
assessment we have focused our audit on
the UK business which was subject to futl
audit procedures. We have perfermed

cur full audit scope of the UK camponent
using a maieriality of £22.5 million (or 90%

of Group materiality} (2021: £15.2 million). Profit Total assets
The Group holds 50% of the ordinary before tax
shares of Ocado Retail Ltd (ORL). This 12%

@ Fuit audit scope
@ Review at Croup level

interest is accounted for as an investment
in associate in accordance with 1AS 28

on the basis that the shareholders
agreement gives control over ORL to
Ocado Group plc. In the current period
the Group recorded a share of loss of
associate from ORL of £18 6 million and

15 subject to specified audit procedures,

88%
Total liabilities

We have also tested the consolidation
process and carried out analytical
procedures in forming our conclusion
that there were no significant risks of
material misstatement remaining in the
consolidated financial information arising
from the components not subject to a
full audit.
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7.2. OUR CONSIDERATION OF THE
CONTROL ENVIRONMENT

Our audit strategy is to rely on controls
over certain processes within a number
of business cycles. These included
procurement within UK Clothing & Home
and Food, inventory, and fixed assets
including IFRS 16 Leases. As part of

our contrals testing, we obtained an
understanding of the Croup’s processes
and tested controls through a combination
of tasts of inquiry, observation, inspection
and re-performance.

On certain business ¢ycles, we obtained
an understanding of, but did not rely
on, conlrols. These included inventory
provisions, food rebates and financial
close and reporting.

Civen the importance of information
technology (*IT") to the recording of
financial information and Lransactions,
we have tested Generzl IT controls
relating to certain of the Croup's IT
systams where relevant Lo our audit work.
We have been able to place IT controls
reliance across these systems to support
the audit of a number of business cycles,
such as payables, procurement, lease
accounting, property plant and
equipment and inventory.



7. AN OVERVIEW OF THE SCOPE OF QUR AUDIT CONTINUFD

7.3. OUR CONSIDERATION OF
CLIMATE-RELATED RISKS

The Group continues to develop its
assessment of the potential impacts of
climate change and sct targets which
managemenlt considers to be aligned
with Lhe Paris Agreerment. Management
has identified a number of milestones,
including the target of net zero carbon
emissions by 204G, as discussed in the
Task Force on Climate-Related Financial
Disclosures report on pages 72 Lo 77.
This assessment focusses on the impact
on properly and two of the Group’s key
resources; animal protein and cotton.

Management considers that the most
likely impact on the financial statements
will be in relation to its three-year cash
flow forecasts, including those described
as part of our key audit matters in section
5, and has included the impact within
these forecasts where appropriate.

Whilst at this stage there is significant
uncertainty regarding what the long-term
impact of climate change initiatives may
be, the forecasts reflect management's
best estimate of the impact on the
financial statements as explained in

note 1

As a part of our audit procedures, we have
obtained management’s climate-related
risk assessment and held discussions with
management to understand the process
of identifying climate-related risks, the
determination of mitigating actions and
the impact on the Croup’s financial
statements, We performed our own
gualitative risk assessment of the
potentialimpact of climate change on

the Group's account balances and classes
of transaction and did not identify any
reasonably possible risks of material
frisslaternen il Our procedures were
performed with the involvernent of our
climate-change specialists and included
reading disclosures included in the
Strategic Report tc consider whether thoy
are materially consistent with the financial
statements and our knowledge obtained
in the audit.

We did not identify climate-related risk as
a separate Key Audit Matter in our audit
given the nature of the Group's operations
and knowledge gained of its impact

on critical accounting estimates and
judgements during our risk assessment
procedures and audit procedures.

We have nol been engaged Lo provide
assurance over the accuracy of
these disclosures.

8. OTHER INFORMATION

7.4. WORKING WITH OTHER AUDITORS

ORL is the only component of the Group
where work is conducted by a Deloitte
compoenenl auditor. We have issued
detailed instructions to the component
audit team to perform specified audit
procedures. Due to the non-co-terminus
year-end of ORL, we have performed a
review of the component auditor’s files
for the pericd ended 28 November 2021
and the reporting received from the
component auditor for the period
subsequent to 28 Novomber 2021,

We have engaged regularly with the
component auditor throughout the
audil process, delermining Lthe nature,
Lirming and extent of Lhe specified audit
procedures to be performed and to
review their component reporting.

A dedicated member of the Croup
audit team is assigned to facilitate an
effective and consistent approach to
component oversight.

The other information comprises the
information included in the annual report,
olher than the financial statements and
our auditor's report thereon. The directors
are responsible for the other information
contained within the annual report.

Cur opinion on the financial statements
does not cover the other information and,
except to the extent otherwise explicitly

stated in our report, we do not express

any form of assurance conclusion thereon.

Cur respensibility is to read the other
information and, in doing so, consider
whether the other information is
materially inconsistent with the financial
statermnents or our knowledge cblaincd
in the course of the audit, or otherwise
appears to be materially misstated.

9. RESPONSIBILITIES OF DIRECTORS

If we identify such material inconsistencics
or apparcent material misstatements, we
are required to determine whether this
gives risc to a material misstatement in
the financial statements themselves. |f,
based on the work we have performed,

we conclude that there is a material
misstaterment of this other information,
we are required to report that fact.

We have nothing to report in this regard.

As explained more fully in the directors’
responsibilities staterment, Lthe directors
are responsible for the preparation of the
financial statements and for being
satisfied that they give a true and fair view,
and for such internat control as the
directors determine is necessary to enable
the preparation of financial staterments
that are free from rmaterial misstaternent,
whether due to fraud or error

In preparing the financial statements, the
directors are responsible for assessing the
Group’s and the Company’s ability to
canlinue as a going concern, disclosing

as applicable, matters related to going
concern and using the going concern
kasis of accounting unless the dircctors
either intend to Liquidatle the Croup or the
Company or to cease operations, or have
no realistic alternative but to do so.
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INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR’S REPORT

CONTINUED

10. AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Qur objectives are to obtain reasonable
assurance aboul whether the financial
statements as a whole are free from
material misstatement, whether due to
fraud or error, and to issue an auditor’s
report that includes our opinion.
Reasonable assurance is a high level of
assurance, bul is not 2 guarantee that an

audit conducled in accordance with

ISAs (UK) will always detect a material
rrusstaternent when it exists.
Misstaterments can arise from fraud

or error and are considered material if,
individually or in the aggregate, they could
reasonably be expected to influence the

economic decisions of users taken on the
basis of these financial statements.

A further description of our
responsikilities for the audit of the
financial statements is located on

the FRC's website al: www.fre.org.uk/
auditorsresponsibilities. This description
forms part of our auditor’s report.

T1. EXTENT TO WHICH THE AUDIT WAS CONSIDERED CAPABLE OF DETECTING (RREGULARITIES, INCLUDING FRAUD

Irregularities, including fraud, are instances
of non-comeliance with laws and
regulations. We design procedures in line
wilh cur responsibilities, outlined above,
to detect material misstatements in
respect of irregularities, including fraud.
The extent to which our procedures are
capable of detecting irregularities,
including fraud is detailed below.

111, IDENTIFYING AND ASSESSING
POTENTIAL RISKS RELATED TO
IRREGULARITIES

In identifying and assessing risks of
material misstatement in respect of
irregularities, including fraud and
non-compliance with taws and regulations,
we considered the following

~ Lhe nature of the industry and sector,
control environment and business
performance including the design of
the Group's remuneration policies,
key drivers for directors remuneration,
bonus levels and performance targets;

— the Croup’s own assessment of the
risks that irregularities may occur either
as a result of fraud or error that was
approved by the board,

— results of our enquiries of management,
internal audit and the audit committee
about their own identification and
assessment of the risks of irregularities;

— any matters we identified having
obtained and reviewed the Group's
documentation of their policies and
procedures relating Lo

identifying, evaluating and complying
with laws and regulations and
whether they were aware of any
instances of non-compliance;

detecting and responding to the risks
of fraud and whether they have
knowledge of any actual, suspected
or alleged fraud;

- theinternal controls established
to mitigate risks of fraud or
non-compliance with laws and
reqgulations; and
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- the matters discussed among the audit
engagement team and relevant internal
specialists, including tax, valuations,
pensions, IT and industry specialists
regarding how and where fraud might
ocecur in the financial statements and
any potential indicators of fraud.

As a result of these procedures, we
considered the opportunities and
incentives thal may exist withun the
organisation for fraud and identified the
greatest potential for fraud in the arcas in
which management is required to exercise
significant judgment, such as disclosure
of adjusting items within alternative
performance measures. in commaon

with all audits under ISAs (UK), we are
also required to perform specific
procedures te respond to the risk of
management override.

We also obtained an understanding of
the legal and regulatory framework that
the Group operates in, focusing on
provisions of those laws and regulations
that had a direct effect on the
determination of material amounts and
disclosures in the financial statements
The key laws and regulalions we
considered in this context included

UK Companies Act, Financial Conduct
Authority regulations including the Listing
Rutes, pensions and tax legislation.

In addition, we considered provisions of
other laws and regulations that do not
have a direct effect on the financial
staternents but compliance with which
may be fundamental to the Group's ability
to operate or to avoid a material penalty.
These included the competition and
anti-bribery laws, dala protection,
Groceries Supply Code of Practice, and
employment, environmental and health
and safety regulations.

11.2. AUDIT RESPONSE TO
RISKS IDENTIFIED

As a result of performing the above, we
identified the disclosure of adjusting itemns
within alternative performance measures
as a key audit matter related to the

potential risk of fraud. The key audit
matters section of our report explains the
ratter in more detail and also describes
the specific procedures we performed in
response Lo that key audit matter.

In addition to the above, our procedures
Lo respond to risks identified included
the following:

- reviewing the financial staternent
disclosures and testing to supporling
documentation to assess compliance
with provisions of relevant laws and
regulations described as having a direct
effect on the financial staternents;

— engurring of management, Lhe audit
committee and in-house legal counsel
concerning actual and potential
litigation and claims;

- performing analytical procedures to
identify any unusual or unexpected
relationships that may indicate risks of
material misstatement due to fraud;

- reading minutes of meetings of those
charged with governance, reviewing
internal audil reports and reviewing
correspondence with HMRC; and

- in addressing the risk of fraud through
managerment override of controts,
testing the appropriateness of journal
entries and other adjustments;
assessing whether the judgements
made in making accounting estimates
are indicative of a potential bias; and
evaluating the business rationale of
any significant transactions that are
unusual or cutside the normal course
of business.

We also communicated relevant identified
laws and regulations and potential fraud
risks to all engagement team members
including internal specialists and
component leam, and remained

alert to any indications of fraud or
non-compliance with laws and regulations
throughout the audit,



REPORT ON CTHER LEGAL AND REGULATORY REQUIREMENTS

12. OPINIONS ON OTHER MATTERS
PRESCRIBED BY THE COMPANIES
ACT 2006

In our opinion the part of the directors’
remuneration report to be audited has
been properly prepared in accordance
wilh the Companies Act 2006.

In our opinion, based on the work
undertaken in the course of the audit:

- theinforrmation given in the strategic
report and the directors report for the
financial year for which the financial
statements are prepared is consistent
with the financial statements, and

- lhe strategic report and the directors’
report have been prepared in
accordance wilh applicable
legal requirements.

In the light of the knowledge and
understanding of the Croup and the
Company and their environment
oltaned in the course of the audit,
we have nol identified any material
misstatemants in the strategic report
or the directors’ report.

13. CORPORATE GOVERNANCE
STATEMENT

The Listing Rules reguire us to review the
directors statement inrelation to going
concern, longer-term viability and that
part of the Corporate Covernance
Statement relating to the Croup’s
compliance with the provisions of the

UK Corporate Governance Code specified
for cur review.

Based on the work undertaken as part of
our audit, we have concluded that each of
the follewing elernents of the Corporate
Governance Statement is materially
consistent with the financial statements
and our knowledge cobtained during

the audit:

- the directors’ statement with regards
o the appropriateness of adopting the
going concern basis of accounting and
any material uncertainties identified set
out on page 111

- the directors’ explanation as to its
assessrment of the Croup's prospects,
the period this assessment covers and
why the period is appropriate set out
on page 55;

- the directors’ statement on fair,
balanced and understandable set
out on page 112;

- the board's confirmation that it has
camed out a robust assessment of Lhe
emerging and principal risks set out
on page i12;

- the section of the annual report that
describes the review of effectiveness
of risk management and internal controt
systems set oul on pages 45 to 55, and

— the section describing the work of the
audit committee set out on pages 78
to 84.

14. MATTERS ON WHICH WE ARE
REQGUIRED TO REFORT BY EXCEPTION

14.1. Adequacy of explanations received
and accounting records

Under Lhe Companies Act 2006 we are
reqguired Lo repert to you if, in our opinicn:

- we have not received all the infermation
and explanations we require for our
audit; or

- adequate accounting records have not
been kept by the Company, or returns
adequate for our audit have not been
received from branchos not visited by
us; or

- the Company financial statements are
not in agreement with the accounting
records and returns.

We have nothing to report in respect
of these matters.

14.2. Directors’ remuneration

Under the Cornpanies Act 2006 we are
also required Lo report if in cur opinion
certain disclosures of directors
remuneration have not been made or
the part of the directors remuneration
report to be audited 1s not In agreement
with the accounting records and returns.

We have nothing to report in respect of
these matters.

15. OTHER MATTERS WHICH WE ARE
REQUIRED TO ADDRESS

15.1. Auditor tenure

Following the recommendation of the
Audit Commitiee, we were appointed by
the shareholders on 8 July 2014 to audit
the financial statements for the period
ending 28 March 2015 and subseguent
financial periods The period of total
uninterrupted engagement including
previous renewals and reappointments of
the firm is 8 periods, covering the periods
ending 28 March 2015 to 2 April 20272,

15.2. Consistency of the audit report
with the additional report to the

audit committee

Cur audit opinion is consistent with the
additionalreport to the audit committee
we are required to provide in accordance
with ISAs (UK}

FONVNHIACD

16. USE OF OUR REPORT

This report is made solely to the
company’s members, as a body, in
accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Qur audit work
has been undertaken so that we might
state to the company’s members those
matters we are required to state to them
in an auditor’s report and for no other
purpose. To the fullest extent permitted
by law, we do not accept or assume
responsibility to anyone other than the
company and the company’s members as
a body, for our audit work, for this report,
or for the opinions we have formed.

As required by the Financial Conduct
Authority (FCA) Disclosure Guidance and
Transparency Rule (DTR) 41.14R, these
financial statements form part of the
Eurcpean Single Electronic Format (ESEF)
prepared Annual Financial Report filed
on the National Storage Mechanism of
the UK FCAin accordance with the ESEF
Regulatory Technical Standard {'ESEF
RTSY. This auditor’s report provides no
assurance over whether the annual
financial report has been prepared using
the single electronic format specified in
the ESEF RTS.

Richard Muschamp FCA

(Senior statutory auditor)

For and on behalf of Deloitte LLP
Slatutory Auditor

London

24 May 2022
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FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENT

52 weeks ended b3 weeks ended

2 April 2022 3 April 2021
Total Total
Notes £m £m
Revenue 2,3 10,885.1 9,155.7
Share of result in assaciate — Ocado Retail Limited 3,529 {18.6) 64.2
Operating profit/(loss) 2,3,5 572.2 (30.7)
Finance income 5,6 339 574
Finance cosls 5,6 (214.4) {236.1)
Profit/(loss) before tax 4.5 3NTg (209.4)
Income tax (expense)/credit (82.7) 8.2
Profit/(loss) for the year 3090 {201.2)
Attributable to:
Owners of the parent 3065 (198.0)
Non-controlling interests 2.4 (3.2}
309.0 (201.2)
Earnings/{loss) per share
Basic earnings/{Lloss) per share 2 15.7p (10.1p)
Diluted earnings/(loss) per share 8 15.1p (10.1p)
Reconciliation of profit before tax and adjusting items:
Profit/{loss) before tax 391.7 (209.4)
Adiusting items 5 131.2 239.7
Profit before tax and adjusting items - non-GAAP measure 5229 50.3
Adjusted earnings per share — non-GAAP measure
Adjusted basic carnings per share 8 21.7p 1.4p
Adjusted diluted earnings per share 8 20.9p 1.4p

124 Marks and Spencer Group ple



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

52 weeks ended 53 weeks ended

2 April 2022 3 April 202}

Notes £m im
Profit/(toss) for the year 309.0 {201.2)
Other comprehensive income/(expense);
Items that will not be reclassified subsequently to profit or loss
Remeasurements of retirement benefit schemes 11 3570 (1,352.0)
Tax (charge)/credil on retirement benefit schemes (127.6) 256.5
Loss on disposal of investment hetd at fair value through
other comprchensive Income ("FVOCITD 16 {(3.7) -

225.7 {1.0955)

Iltems that may be reclassified subsequently to profit or loss
Foreign currency Lranstation differences

- movements recognised in other comprehensive income (13.5) (27.7)
- reclassified and reported in profit or loss {0.5) 37
Cash flow hedges
- fair value movements recognised in other comprehensive income 21 91.3 (2155}
- reclassified and reported in profit or loss 21 {10.5) 265
Tax (charge)/credit on cash flow hedges {14.7) 370
52.1 (1760)
Gther comprehensive inceme/{expense] for the year, net of tax 277.8 (1,2715)
Total comprehensive income/(expense) for the year 586.8 {1,472.7)

Attributable to:

Owners of the parent 5844 (1,4695)

Non-controlling interests 24 (3.2)
586.8 (1,472.7)
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FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at As at
2 April 2022 3 Apnl 2021
Notes £m im
Assets
Non-current assets
Intangible assets 14 192.5 2320
Property, plant and equipment i5 4902.3 5,058.6
Investment property 15.0 152
Investments in joint ventures and associates 29 8109 8258
Qther financial assets 16 4.5 9.7
Retirement bencfit asset 11 1,043.9 6392
Trade and other reccivables 17 270.6 2614
Derivative financial instruments 21 214 03
7,261.1 7.042.2
Current assets
Inventories 5 706.1 624.6
Other financial assets 16 17.6 184
Trade and other receivables 17 2171 2096
Derivative financial instruments 21 43.6 328
Current tax assets - 354
Cash and cash eqguivalents 8 1,197.9 6744
2,182.3 15952
Total assets 94434 86374
Liabilities
Current liabilities
Trade and gther payables 19 1,960.9 1,599.0
Partnership liability to the Marks & Spencer UK Pension Scheme 12 71.9 1249
Borrowings and other financial labilities 20 247.2 4328
Derivative financial instruments 21 3.2 960
Provisions 22 53.6 43.1
Current tax liabilities 34.0 -
23708 2,2958
Non-current liabilities
Retircment benefil deficit 11 57 7.8
Trade and other payables 19 188.2 1923
Partnership liability to the Marks & Spencer UK Pension Scheme 12 1204 686
Borrowings and other financial liabilities 20 3,561.0 3,6599
Derivative financial instruments 21 04 10.7
Provisions 22 91.8 742
Deferred tax lisbilitics 23 187.2 423
4,154.7 40558
Total liabilities 65255 6,351.6
Net assets 29179 2,285.8
Equity
Issued share capital 24 19.7 489.2
Share premium account 9106 9104
Capital redemption reserve 2,680.4 2,2105
Hedging reserve 21 17.6 {548)
Cost of hedging reserve 21 36 46
Other reserve {6,542.2) (6,542.2)
Foreign exchange reserve (73.9) (59.9)
Retained earnings 5,897.9 53252
Equity attributable to owners of the parent 2913.7 22830
Non-controlling interests 4.2 28
Total equity 29179 22858

The financial statements were approved by the Board and authorised for issue on 24 May 2022. The financial statements also comprise

notes 1 to 32

Rawe Yo%

Steve Rowe, Chief Executive Officer Eoin Tonge, Chief Financial Officer

Registered number 04256836
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Ordinary Share Capital Foreign Non-

share premum redemption Hedging  Cost of Other exchange Retaned centralling
capital  account reserve reserve  heduing reserve'  reserve earnings’ Total nteresl Total
£m £rm £m frm £ £m £m fm £m £m £

As at 29 March 2020 4876 9104 22105 686 57 {65422) (359) 6,597.8 3,702.5 60 3,7085
Loss for the year - - - - - - - {(1980) (1980 (32) (200.2)

Other comprehensive
(expense)/income:

Foreign currency translation
- movements recognised in

other comprehensive income - - - - - - {277) - (27.7) - (27.7)
- reclassified and reported

in profit or loss - - - - - - 37 - 3.7 - 3.7
Remeasurements of
retirement benefit schemes - - - - - - - {1,3520) (1,352.0) - (1,3520)
Tax credit on retirement
benefit schemes - - - — - — — 256.5 2565 - 2565

Cash flow hedges
- fair value movement in other

comprehensive income - - - (2142) (3) — - - {2155) - (2155
- reclassified and reported

in profit or loss - - - 265 - - - - 265 — 265
Tax an cash flow hedges ~ - - 368 0.2 — - - 370 - 370
Other comprehensive
{expense)/income - - - {1509) (1.1} - (24.0) (1,095.5} (1,271.5) - (1,271.5)
Total comprehensive
{expense)/income - - - {150.9) (1.1} - (24,0) (1,2935) (1,469.5) {3.2) (1,472.7}
Cash flow hedges z
recognised in inventories - - - 339 - - - - 339 - 339 %
Tax on cash flow hedges >
recognised in inventories - - - (64) - - - - {6.4) - (6.4} @
Transactions with owners: E

. . =

Shares issued in respect o
of employee share options 1.6 - - - - - - (1.6) - - - 7
Purchase of own shares
held by employee trusts - - - - - - - {0.8) (0.8) - (0.8)
Credit for share-based payments - - - - - - - 19.3 19.3 - 19.3
Deferred tax on share schemes - - - - - - - 40 40 - 40
As at 3 April 2021 489.2 9104 22105 (54.8) 4.6 (6,542.2) (59.9) 53252 2,283.0 28 22858

Annual Report & Financial Staterments 2022 12/



FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY CONTINUED

Ordinary Share Capital Foreign Non-
share premium redemption Hedging Cost of Other exchange Retaned controlling
capital  account reserve  reserve hedging reserve'  reserve earnings? Total interest Totat
£m £m £m £m £m £m £m £ £m £ £m
As at 4 April 2021 4892 9104 22105 (54.8) 4.6 (6542.2) (599) 53252 22830 2.8 22858
Profit for the year - - - - - - - 306.6 306.6 2.4 309.0
Other comprehensive
income/f(expense):
Foreign currency translation
- movements recognised in
other comprehensive income - - - - - -~ (13.5) - {13.5) - (13.5)
— reclassified and reported
in profit or loss - - - - - - (0.5) - (0.5) - (0.5)
Remecasurements of
retirement benefit schemes - - - - - - - 357.0 357.0 - 357.0
Tax charge on retirement
benefit schemes - - - - - - -  (127.6) {127.6) - {127.6)
Loss on disposal of
investments held at FVOCI - - - - - ~ - (3.7) (3.7} - 3.7)
Cash flow hedges
- fair value movement in other
comprehensive incomae - - -~ 921 {0.8) - - - 91.3 - 91.3
- reclassified and reported
in profit or loss - - - (10.5) - - - - {10.5) - (10.5)
Tax on cash flow hedges - - - (145) (0.2) - - - (14.7) - (14.7)
Other comprehensive
income/(expense) - - -~ 671 (1.0) - {140) 2257 2778 ~ 2718
Total comprehensive
income/{expense) - - - 67 {1.0) - (140) 5323 584.4 24 5868
Cash flow hedges
recognised in inventories - - - 6.5 - - - - 6.5 - 6.5
Tax on cash flow hedges
recogrused in inventories - - - (1.2} ™ - - - (1.2} - {1.2)
Transactions with owners:
Transactions with
non-controlling shareholders - - - - - - - {1.7) (1.7} {1.0} {2.7)
Shares issued in respect
of employee share options 0.4 0.2 - - - - - {0.3) 0.3 - 03
Buy back and cancellation
of own shares? (469.9) - 4689 - - - - - - - ~
Credit for share-based payments - - - - - - - 38.8 38.8 - 388
Deferred tax on share schemes - - - - - - - 3.6 3.6 - 3.6
As at 2 April 2022 197 2106 26804 176 3.6 {6542.2) (73.9) 58979 2913.7 42 29179

| The “ather reserve” was onginally created as part of the capital restructur™g that tock place in 2002 It represents tre difference between the nom nal value of the chares ss.ed
prior to the capital reduction by the Company (being the carrying value of the iInvestrment in Marks and Spencer ple) and the share capital, share premium and capital redernption
reserve of Marks and Spencer plo at the date of the rransaction

W

Included within retained earrmngs 1s the fair value through other comprehensive Income reserve
. On B July 2021, the Company reduced the nominal value of its 195/.779,626 ordinary shares inissue at that date from £0 25 to £001 The reduction was comipleted by supdividing

each £0 25 ordinary share in 1ssug INto one ordnary share of £301 and one deferred share of £0 74 All deferred shares were then bought back for rotal aggregate consideration of
£001 and cancelled The Cornpany’s ssued share capital remains unchanged and each shareholder's proportionate interest in the share capital of the Company remains unchanged
Aside from the change in nominal value, the rights attaching to the ordinary shares (ncluding voting and o vidend rights ananghts on a return of capitaij remain unchanged
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CONSOLIDATED STATEMENT OF CASH FLOWS

52 weeks ended 53 weeks ended

2 April 2022 3 Apri 2021

Notes £m £m
Cash flows from operating activities
Cash generated from operations 26 1,385.7 8767
Income tax paid {7.7) (5.8)
Net cash inflow from operating activities 1,378.0 8709
Cash flows from investing activities
Proceeds on property disposals 43.9 29
Purchase of property, plant and equipment (192.8) (1589)
Purchase of intangible assets (64.6) {47.8)
Sale/(purchase) of current financial assets 0.8 (6.7)
Purchase of non-current financial assets (3.3} -
Proceeds on disposal of non-current financial assets 5.2 -
Purchase of investments in asscciates and joint ventures' (37.8) 87
Acquisition of subsidiary, net of cash acquired? {4.5) -
Loans to related parties (1.0} -
IM erest received 8.4 92
Net cash used in investing activities {245.7) (152 6}
Cash flows from financing activities
Interest paid? (216.6) (2193)
Issuance of Medium Term Notes - 3000
Redemption of Medium Term Noles {163.6) (136.4) -
Repayment of lease liabilitics (216.0) {(184.3) z
Payment of liability to the Marks & Spencer UK Pension Scheme - (7.2 §
Shares issued on excrcise of employee share options 24 0.3 - o
Purchase of own shares by employee trust - (0.8) §:
Cash received from settlement of derivatives - 140 g
Net cash used in financing activities {595.9) (2440) ;
Net cash inflow from activities 536.4 4343
Effects of exchange rate changes (8.2) (3.3)
Opening net cash 669.7 2387
Closing net cash 27 1,197.9 6697
1 Current yean includes £23 S outflow i welation Lo conlingent considesation setted with O ado Relar amited and L4 Om oot low ot the acquisiion of 27% ol the issues share

capmtal of Noboays Cold Lmited  Last year includes imflow of £11 2m upon hineslisat onool the completion statement mrelaiion to the investrnent n Ceado Kelar Zmmited and

outflow o £2 Sman relat on to Founders Faclory Retal 1 iniated
£4 Srnoutflow onthe acquisition of 77 7% of the ssued share capitel of The Sports Fdit Limited
Includes interest paid an the Partnership Lability to the Marks & Spencer UK Pension Scheme of £nil (last year £6 dm)and interest paid on lease labilities of £128 3 (last year £132 3my)

[
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES

General information

Marks and Spencer Group ple (the *Company”™) is a public imited
company domiciled and incorporated in England and Wales
under the Companies Act 2006. The address of the Company’s
registered office is Waterside House, 35 North Wharf Read,
Lendon, W2 TNW, United Kingdom.

The principal activities of the Company and its subsidiaries
(the “Croup” and the nature of the Grou's operations are as
a Clothing & Home and Food retailer.

These financial staternents are presented in sterling, which i1s
also the Company’s functional currency, and are rounded to the
nearest hundred thousand. Foreign operations are included in
accordance with the policies set out within this note.

Basis of preparation

The financial staternents have been prepared for the 52 weeks
ended 2 April 2022 (last year: 53 weeks ended 3 April 2021) in
accordance with UK-adopted International Accounting Standards
and with the requirements of the Companies Act 2006 as
applicabte to companies reporting under those standards.

The Marks and Spencer Scottish Limited Partnership has taken
an exernption under paragragh 7 of the Partnership (Accounts)
Regulations 2008 from the reguirement to prepare and deliver
financial statements in accordance with the Companies Act.

The financial statements have been prepared on a going
concern basis. In adopting the going concern basis, the Board
has considered the business activities as sct out on pages 10

to 25, the financial position of the Croup, its cash flows, Liquidity
position and borrowing facilities as set out in the Financial Review
on pages 36 to 44, the Group's financial risk management
objectives and exposures to liguidity and other financial risks

as sct out innote 21 and the principal risks and uncertainties

as set out on pages 47 to 54,

The Group continues to maintain a rebust financial position
providing it with sufficient access to liquidity, through a
combination of cash and committed facilities, te meet its needs
in the short and medium term. At 2 April 2022, the Group had
further strengthened its available liquidity over the year to
£2,072.9m (last year: £1799.4m}, comprising cash and cash
equivalents of £1,197.9m, an undrawn committed syndicated bank
revolving credit Tacility (‘RCF") of £850.0m (set to mature in June
2025}, and undrawn uncommitted facilities amounting to £250m
The Croup's net debt at 2 April 2022 was £2,698.8m, a reducticn
of £817.1m since 3 April 2021, primarily driven by strong free
cash flow generation,

The Group successfully renegotiated its RCF in December 2021,
which is set to run until June 2025, and replaces the facility which
was due to mature in April 2023 The new facility contains a
financial covenant, being the ratio of earnings before interest, tax,
depreciation and amortisation; to net interest and depreciation
on right-of-use assets under IFRS 16. The covenant is measured
semi-annually.

In adopling the going concern basis of preparation, the Board
has assessed the Group's cash flow forecasts which incorporate
a latest estimate of the ongoing impact of current market
conditions on the Group and include a number of assumptions
including sales growth and custormer behaviour. While trading
continues ta be strong, in forming their outlock on the future
financial performance, the Beard considered a variety of
downsides that the Group might experience, such as & sustaned
economic recession, increased costs and an inability for the
Croup to execute the transformation ptan.
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Under these latest forecasts, the Group is able to operate
without the need to draw on its available facilities and without
taking any supplementary mitigating actions, such as reducing
capital expenditure and other discretionary spend. The forecast
cash flows also indicate that the Group will comply with all
relevant banking covenants during the forecast period, being at
least 12 months from the approval of the financial statements.

The Board has atso modelled a more severe, but plausible,
downside scenario. This downside scenario assumes that:

— There will be a period of economic recession in the UK in 2022/23
and 2023/24 (following the impacts of the Covid-19 pandemic,
Lhe unfolding hurmanitarian crisis following the invasion
of Ukraine and the subsequent sharp increases in the cost
of living), resulting in a decline in sales of 40% per annum,
across all three business units

— Utilittes, fuel and other costs increasing by over £50m across
2022/23 and 2023/24,

— Adelay on transformation benefits results in incremental sales
expected from the transformation declining by 10%, 20% and
40% respectively across the three-year period across both
Food and Clothing & Home business units.

Even under this severe but plausible downside scenario, the
Croup would continue te have sufficient liquidity and headroom
on its cxisting facitities and against the RCF financial covenant
for the forecast period. Although, should such a scenaric arise,
there are a range of mitigating actions that could be taken to
reduce the mpact Civen current trading and expectations for
the business, the Board considers that this downside scenario
reflects a plausible, but remote, outcome for the Group

In addilion, reverse stress testing has been applied to the modet,
which represents a significant decline in sales compared to the
downside scenario. Such a scenario, and the seguence of events
which could lead to it, 1s considered to be rermole.

As aresult, the Board expects the Group to have adequate
resources to continue in operation, meet its liabilitics as they
fall due, retain sufficient avalable cash and not breach the
covenant under the revolving credit facility for the foreseeable
future, being a period of at least 12 months from the approval
of the financial statements. The Board therefore considers

it appropriate for the Group Lo adopt the going concern basis
in preparing its financial statements.

New accounting standards adopted by the Group

The Croup has applied the following new standards and
interpretations for the first time for the annual reporting period
comrmencing 4 Aprit 2021

— Amendments to IFRS 16; Covid-19-Related Rent Concessions
beyond 30 June 2021,

— Amendments tc IFRS 9, 1AS 39, IFRS 7, IFRS 4 and IFRS 16
Interest Rale Benchmark Reform Phase 2.

The adoption of the standards and interpretations listed above
has not led to any changes ta the Group's accounting policies
or had any other material impact on the financial position

or performance of the Croup
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New accounting standards in issue but not yet effective

New standards and interpretations that are in issue but not
yet effective are listed below:

- Amendments to IAS 16; Property, Plant and Equipment —
Proceeds before Intended Use

~ Amendments to IFRS 3. Reference to the Conceptual Framework

— Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling
a Contract

— Annual Improvements to IFRS Standards 2018-2020 Cycle:
Amendments to IFRS 1 First-time Adoption of International
Financial Reporting Standards, IFRS 9 Financial instruments,
IFRS 16 Leases and IAS 41 Agriculture

— IFRS 17 Insurance Contracts

~ Amendments to IAS 1: Classification of Liabililies as Current
or Non-Current

— Armecndments to IAS 1 and IFRS Practice Statement 2:
Disclosure of Accounting Policies

- Amendments to IAS 8: Definition of Accounting Estimates

— Amendments to IAS 12: Deferred Tax Related to Assets and
Liabilities arising from a Single Transaction

— Amendments to IFRS 10 and IAS 28 Sale or Contribution of
Assets between an Investor and its Associate or Joint Venlure

The adoption of the above standards and interpretations is not
expecled to lead Lo any changes Lo the Group's accounting
policics or have any other material impact on the financial
position or performance of the Croup.

Alternative performance measures

In reperting financial information, the Group presents alternative
performance measures ("“APMs™), which are not defined or
specified under the requiremeants of IFRS.

The Group believes that these APMs, which are not considered
to be a substitute for, or superior to, IFRS rmeasures, provide
stakeholders with additional helpful information on the
parformance of the business. These APMs are censistent with
how the business performance is planned and reported within
the internal management reporting to the Board and Executive
Committee. Some of these measures are also used for the
purpose of setting remuneraticn targets

The key APMSs that Lthe Group uses include: sales; lke-for-like
revenue growth; operating profit before adjusting iterms; profit
before tax and adjusting items; adjusted basic earnings per share,
net debt; net debt excluding lease liabilities; free cash flow; and
return on capital employed. Each of these APMs, and cthers used
by the Croup, are set out in the Glossary including explanations
of how they are calculated and how they can be reconciled to

a statutory measure where relevant.

The Group reports some financial measures, primarily
International sales, on both a reperted and constant currency
basis. The constant currency basis, which is an APM, retranslates
the previous year revenues af the average actual periodic
exchange rates used in the current financial year. This measure
is presented as a means of eliminating the effects of exchange
rate fluctuations on the year-on-year reported results.

The Group makes certain adjustiments 1o the statutory profit
measures in order te derive many of these APMs. The Group’s
policy s to exclude items that are considered significant in nature
and/or guantum to the financial statement line item or applicabte
disclosure note ar are consistent with items that were treated as
adjusting in prior periods. The Group's definition of adjusting
iterms is corisislent with prior periods. Adjusted results are
consistent with how business performance is measured internally
and presented to aid comparability of performance. On this basis,
the following ilems were included within agjusting items for the
52-week period ended 2 Aprit 2022:

— Net charges associated with the strategic programme in relation
to the review of the UK store estate.

— Significant restructuring costs and other associated costs
arising from strategy cr operational changes that are not
considered by the Croup to be part of the normal operating
costs of the business.

— Impairment charges and provisions that are considered to be
significant in nature and/or value to the trading performance
of the business.

— Charges and reversals of previous impairments ansing from
the write-of f of assets and other property charges Lhat are
signiflicant in nature and/or value. Impairment charges are
recognised in operating profit before adjusting items where
they relate Lo stores not previously impaired.

— Adjustments te income from MRS Bank due to a provision
recognised by M&S Bank for the cost of providing redress to
customers in respect of possible mis-selling of M&S Bank
financial products.

— Amortisation of the identified intangible assets arising as part
of the investment in Ocado Retail Limited

— Remeasurement of contingent consideration including
discount unwind,

— Directly attributable gains and expenses resulling from the
Covid-19 pandemic.

Refer to note 5 for a summary of the adjusting items.
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A summary of the Company's and the Group's accounting
policies is given below.

Accounting convention

The financial statements are drawn up on the historical cost basis
of accounting, except for certain financial instruments (including
derivative instruments) and plan assets of defined benefil pension
schermes which are measured at fair value at the end of each
reporting period, as explained in the accounting policies below.

Basis of consolidation

The Group financial staternents incorporate the financial
statements of Marks and Spencer Croup ple and all its subsidiaries
made up to the period end date. Where necessary, adjustments
are made to the financial statements of subsidiaries to bring the
accounting policies used in line with those used by the Group

Subsidiaries

Subsidiary undertakings are all entities {Including special purpose
entities) over which the Company has control. Control is achieved
when the Company has the power over the entity; is exposed,

or has rights to, variable returns from its involvement with the
entity; and has the ability to use its power to affect its returns.
The Cormpany reassesses whether or not it controls an entity if
facts and circumstances indicate that there are changes Lo one
or more of these three elements of control Consolidation of

a subsidiary begins when the Company cbtains control over lhe
subsidiary and ceases when the Company loses control of the
supsidiary. Subsidiary undertakings acquired during Lhe yaar are
recorded using the acquisition method of accounting and their
resulls are included from the date of acquisition,

The separable net assets, including property, plant and
equipment and intangible assets, of the newly acquired
subsidiary undertakings arc incorporated into the consolidated
financial statements on the basis of the (air value as at the
effeclive date of control.

intercompany transactions, balances, and unrealised gains
on transactions between Croup companies are eliminated
on consolidation.

Associates

An associate is an entity over which the Group has significant
influence and that is neither a subsidiary nor an interest in
ajoint venture Significant influence is the power to participate
in the financial and operating poelicy decisions of the investee
but 1s not control or joint control over those policies. The results
and assets and liabilities of associates are incorporated in these
financial statements using the equity method of accounting.
Under the equity methaod, an investrent in an associate is
recagnised initially in the consolidated staternent of financial
position at cost and adjusted thereafter to recognise the Group's
share of the profit or loss and other comprehensive income of
the associate. When the Group’s share of losses of an associate
exceeds the Croup's interest in that associate (which includes
any long-term interests that, in substance, form part of the
Group's net investrent in the associate), the Group discontinues
recognising its snare of further losses. Additional losses are
recognised only to the extent that the Group has ncurred legal
or constructive obligations or made payments on behalf of

the associate Dividends received or receivable from an associate
are recognised as a reduction in the carrying amount of

the investment.
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Associated undertakings acquired during the year are recorded
using the equity method of accounting and their results are
included from the date of acquisition. On acquisition of the
investrent in an asscciate, any excess of the cost of the
investment over the Croup's share of the net fair value of the
identifiable assets and Gabilities of the investee is recognised

as goodwill, which is included within the carrying amount of the
investment. Any excess of the Croup's share of the net fair value
of the identifiable assets and liabilities over the cost of the
investment, afler reassessment, is recognised immediately in
profit or loss in the period in which the investment is acquired.
The Group's share of the net fair value of idenlified intangilble
assets is amortised over the expected useful economic life

of the assels

The requirernents of |AS 3¢ arc applied to determine whether

it is necessary to recognise any impairment {oss with respect to
the Croup's investment in an associate. When necessary, the
entire carrying amount of the investment {including goodwill) is
tested for impairment in accordance with IAS 36 as a single asset
by comparing its recoverable amount (higher of value inuse
and fair value less costs of disposal} with its carrying amount.

When a Group company transacts with an associate of the Group,
profits and losses resulting from the transactions with the
associate are recognised only to the extent of interestsin the
associale that are not related to the Group,

Revenue

Revenue comprises sales of goods to customers outside the
Croup less an appropriate deduction for actual and expected
returns, discounts ang loyalty scheme vouchers, and is stated
net of value added tax and other sales taxes. Revenuc is
recognised when performance obligations are satisfied and
goods are delivered to our franchise partners or the customer
and the control of goods is transferred 1o the buyer. Online sales
are recognised when items are delivered, as this is when the
performance obligation is deermed to have been satisfied.
Where third-party branded goods are sald on a consignment basis,
only the commission receivable is included in statutory revenue.

Aright of return is not a separate performance obligation and
the Croup is required to recagnise revenue net of eslimated
returns. A refund liability and a corresponding asset in inventory
representing the right to recover products from the customer
are recognised.

The Croup enters into agreements which entitle other parties
to cperate under the Marks & Spencer brand name for certain
activities and operations, such as M&S Bank and M&S Energy.
These contracts give rise to performance-based variable
consideration. Income dependeant on the performance of the
third-party operations is recognised when it is highly probable
that a significant reversal in the amount of income recognised
will not oceur, and presented as other operating income

Supplier income

In line with industry practice, the Group enters into agreements
with suppliers to share the costs and benefits of promotional
activity and volume growth. The Group receives income from its
suppliers based on specific agreements in place. This supplier
income received is recognised as a deduction from cost of sales
based on the entitlement that has been rarned up to the balance
sheet date for each relevant supplier agreement. Marketing
contributions, equipment hire and other non-judgemental, fixed
rate supptlier charges are nat included in the Croup's definition

of supplier income,
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The types of supplier income recognised by the Group and
the associated recognition policies are;

A. Promotional contribution Includes supplier contributions
to promotional giveaways and pre-agreed contributions to
annual “spend and save” activity.

Income is recognised as a deduction to cost of sales over the
relevant promotional period. Income is calculated and invaiced
at the end of the promotional period based on actual sales or
according to fixed contribution arrangements. Contributions earned
but not invoiced are accrued at the end of the relevant pericd.

B. Volume-based rebates Includes annual growth incentives,
seasonal contributions and contributions to share economies
of scale resulting from maoving product supuly.

Annual growth incentives are calculated and invoiced al the end
of the financial year, once earned, based on fixed percentage
growth targets agreed for each supplier at the beginning of
the year. They are recognised as a reduction in cost of sales in
the year to which they relate. Other volurne-based rebates are
agreed with the supplicr and spread over the relevant season/
contract period to which they relate. Contributions earned but
not invoiced arc accrued at the end of the relevant period.

Uncollected supplier income at the balance sheel dale is
classified within the financial statements as follows:

A. Trade and other payables The majority of income due from
suppliers is netted against amounts owed to that supplier as the
Croup has the legal right and intention to offset these kalances,

B. Trade and other receivables Supplier income that has been
carned but not invoiced at the balance sheet date is recognised
in trade and other receivables and primarily relates to volume-
based rebates thal run up to the period end.

In order to provide users of the accounts with greater
understanding in this area, additional balance sheet disclosure
is provided in note 17 to the financial statements.

M&S Bank

The Croup has an economic interest in M&S Bank which entitles
the Croup to a 50% share of the profits of M&S Bank after
appropriate contractual deductions.

Dividends

Final dividends are recorded in the financial statements in the
period in which they are approved by the Company's sharehotders.
Interim dividends are recorded in the period in which they are
approved and paid.

Government grants

Covernment grants are recognised where there is reasonable
assurance thal the grants will be received and that the Croup
will comply with the conditions attached to them,

Cavernment grants that compensate the Group for expenses
incurred are recognised in profit or loss, as a deduction against
the related expense, over the periods necessary to match them
with the related costs.

Covernment grant income is disclosed in note 30.

Pensions

Funded pension plans are in place tor the Group's UK employees
and some overseas employees.

For defined benelit ('DB") pension schemes, the difference
between the fair value of the assets and the present value of
the DB obligation is recognised as an asset or liability in the
statement of financiat position. The DB obligation is actuarially
calculated using the projected unit credit method. An asset can
be recognised as, in the event of a plan wind-up, the pension
scheme rules provide the Group with an unconditional right

to a refund of surplus assets assuming a full settlement of plan
lizkilities. In the ordinary course of business, the Trustees have
narighls to wind-up or change, the benefits due to the membgers
of the scherme. As a result, any net surplus in the UK DB scheme
is recognised in full.

The service cost of providing retirement benefits to employecs
during the year, together with the cost of any curtailment, is
charged to operating profit in the year The Croup no longer
incurs any service cost or curtailment costs related to the UK
DB Pension Scheme as the scheme is closed Lo future accrual.

The net interest cost on the net retirement benefit asset/lizbility
is calculated by applying the discount rate, measured at the
beginning of the year, to the net defined benefit asset/liability
and is included as a single net amount in finance income,

Remeasurements, being actuarial gains and tosses, together with
the difference between actual investrment returns and the return
implied by the net interest cost, are recognised immediately

in other comprehensive income.

Payrents to defined contribution retirement benefit schemes
arc charged as an expense on an accruals basis.

For further details on pension schemes and the Partnership liability
to the Marks & Spencer UK Pension scheme, see notes 11 and 12.

Intangible assets

A. Goodwill Goodwill arising on consclidation represents the
excess of the consideration paid and the amount of any non-
controtling interest in the acquiree over the fair value of the
identifiable assets and liabilities {including intangible assets})

of the acquired entity at the date of the acquisition. Goodwill is
recognised as an asset and assessed for impairment annually
or as triggering evenls occur. Any impairment in value is
recognised within the income statement.
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B. Acquired intangible assets Acquired intangible assets include
trademarks or brands. These assets are capitalised cn acquisition
at cost and amortised ¢on a straight-line basis over therr
estimated useful lives.

Acquired intangible assets are tested for impairment as triggering
events occur. Any impairment in value is recegnised within the
income statement.

C. Software intangibles Where computer seftware is not an
integral part of arelated item of computer hardware, the software
is treated as an intangible asset. Capitalised software costs include
external direct costs of goods and services, as well as internal
payroll-related costs for employces who are directly associated
with the project. When the Group incurs configuration and
customisation costs ag part of a cloud-based software-as-a-
service agreement, and where this does not result in the creation
of an asset which the Croup has control over, then these costs
are expensed.
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Capitalised software developrment costs are amortised

on a straight-line basis over their expected economic lives,
normally between three and five years. Computcer software
under development is held at cost less any recognised
impairment loss. Any impairment in value is recogniscd
within the income statement.

Property, plant and equipment

The Group's policy is to state property, plant and equipment

at cost less accumulated depreciation and any recognised
impairment Loss. Property is not revalued for accounting
purposes. Assels in the course of construclion are held at cost
less any recognised impairment loss. Costs include professional
fees and, for qualifying assets, borrowing costs. Leasehold
buildings with lease premiums and ongoing peppercorn leasc
payments are considered in-substance purchases and are
therefore included within the buildings category of property,
plant and equipment.

Depreciation is provided to write off the cost of tangible
non-current assets (including investment properties), less
estimated residual values on a straight-line basis as follows:

— Freehold land ~ not. depreciated.

— Buildings — agepreciated to their residual value over their
estimatled remaining economic lives of 25-50 years

— Fixtures, fittings and equipment — 3 to 25 years according
to the estimated economic Life of the assel.

Residual values and useful economic lives are reviewed annually.
Depreciation is charged on all additions to, or disposals of,
depreciating assels in the year of purchase or disposal

Any impairment in value, or reversal of an impairment,
is recognised within the income statement.

Leasing

The Group recognises a right-of-use assct and corresponding
liability at the date at which a leased assct is made available
for use by the Croup, except for short-term Leases {defined

as leases with a lease term of 12 months or less) and lecases

of low-value assets, For these leases, the Group recognises
the lease payments as an operating expense on a straight-line
basis over the term of the lease

Lease liabilities are measured at the present value of the future
lease payments, excluding any payments relating to non-lease
components. Future lease payments include fixed payments,
in-substance fixed payments, and variable lease payments
that are based on an index or a rate, less any lease incentives
receivable Lease labilities also take into account amounts
payable under residual value guarantees and payments to
exercise options to the extent that it is reasonably certain that
such payments will be made. The payments are discounted

at the rate implicit in the lease or, where that cannot be readily
determined, at an incremental borrowing rate

Right-of-use assets are rmeasured initialty at cost based on the
value of the associated lease liability, adjusted for any payments
made before inception, initial direct costs and an estimate of
the dismantling, rernoval and restoration costs required in the
terms of the lease The Group presents right-of-use assets in
‘property, plant and equipment” in the consolidated staterment
of financial position,
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Subseguent to initiat recognition, the lease liability is reduced
for payments made and increased to reflect interest on the
lease liability (using the effective interest method) The related
right-of-use asset 1s depreciated over the term of the lease or,

if shorter, the useful economic life of the leased asset. The lease
term shallinclude the period of an extension option where it is
reasonably certain that the option will be exercised. Where the
lease contains a purchase option, the asset is written off over
the useful Lfe of the asset when it 1s reasonably certain that the
purchase option will be exercised.

The Group remeasures the lease liability (and makes a
corresponding adjustment to the related right-of-use asset)
whenever

— The lease term has changed or therc is a change in the
assessment of exercise of a purchasc option, in which case
the lease liability is remeasured by discounting the revised
lease payments using a revised discount rate

— The lease payments change due to changes in an index or
rate or a change in expected payrment under a guaranteed
residual vatue, in which cases the lease lability is remeasured
by discounting the revised lease payments using the initial
discount rate (Unless the lease payments change is due 1o
a change in a floating interest rate, in which case 3 revised
discount rate is used).

— Alease contract is modified and the lease modification is
not accounted for as a separate lease, In which case the lease
liability is remeasured by discounting the revised lease
payments using a revised discount rate.

Leases for which the Group is a lessor are classified as finance

or operating leases Aloase is classified as a finance lease ifit
transfers substantially all the risks and rewards of ownership

to the lessee, and classificd as an operating lease if it does not.
When the Croup is an intermediate lessor, it accounts for the
head lease and the sublease as two separate contracts. The
sublease is classified as a finance or operating lease by reference
to the right-of-use asset arising from the head lease.

Amounts due from lessecs under finance leases are recognised
as receivables at the amount of the Croup’s net investment in the
leases, Finance lease income is allocated te accounting periods
50 as to reflect a constant periodic rate of return on the Croup’s
net investment in the lease. Rental incerme from operating leases
is recognised on a straight-line basis over the term of the
relevant lease.

Cash and cash equivalents

Cash and cash equivalents includes short-term deposits with
banks and other financial institutions, with an initial maturity
of three months or less and credit card payments received
within 48 hours. Bank transacticns are recorded on their
settlement date.

Inventories

Inventories are valued on a weighted average cost basis and
carried at the lower of cost and net realisable value Cost includes
all direct expenditure and other attributabte costs incurred

in bringing inventories Lo their present location and condition.
All inventories are finished goods. Certain purchases of inventories
may be subject to cash flow hedges for foreign exchange risk,
The initial cost of hedged inventory is adjusted by the associated
hedging gain or loss transferred from the cash flow hedge
reserve (“basis adjustment”),
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Provisions

Provisions are recognised when the Group has a prescert
obligalion as a result of a past event, and it is probable that the
Croup will be required to settle that obligation. Provisions are
measured at the best estimate of the expenditure required to
settle the obligation at the end of the reporting period, and
are discounted to present value where the effect is material.

Share-based payments

The Croup issues equity-settied share-based payments to
certain employees. A fair value for the equity-settled share
awards is measured at the date of grant. The Group measures
the fair value of each award using the Black-Scholes model
where appropriate,

The fair value of each award is recognised as an expense
over the vesting pericd on a straight-line basis, after allowing
for an estimate of the share awards thal will cventually vest.
The level of vesting is reviewed at each reporting period and
the charge is adjusted to reflect actual and estimated levels
of vesting.

Foreign currencies

The financial statements are presented in sterling which is
the Company's functional currency.

The results of overseas subsidiaries are translated at the weighted
average of monthly exchange rates for revenue and profits.

The staternents of financial position of overseas subsidiaries are
translated at year-end exchange rates. The resulting exchange
differences are booked into reserves and reported in the
consolidated statement of comprehensive incoeme. On disposal
of an overseas subsidiary the related cumulative translation
differences recognised in reserves are reclassified to profit or
less and are recognised as part of the gain or loss on disposal.

Transactions dencminated in foreign currencies are translated
at the exchange rate at the date of the transaction. Foreign
currency monetary assets and liabilities held at the end of the
reporting penocd are translated at the closing balance sheet
rate. The resulling cxchange gain or loss is recognised within
the income statement.

Taxation

Tax expensc comprises current and deferred tax Tax is recognised
in the income slatement, except to the extent that it relates

to iterns recognised in other comprehensive income or directly
in equity, in which case the related tax is recognised in other
comprehensive income or directly in equity.

Provision is made for uncertain tax positions when it is considered
probable that there will be a future outflow of funds to a tax
authority. The provision is calculated using the single best
estimate where that outcome is mare likely than not and a
weighted average probability in other circurnstances. The position
is reviewed on an ongoing basis, to ensure appropriate provision
is made for cach known tax risk.

Deferred tax is accounted for using a temporary difference
approach, andis the tax expected to be payable or recoverable
on temparary differences between the carrying amount of
assets and liabilities in the statement of financial position and
the corresponding tax bases used in the computation of taxable
profit. Deferred tax is calculated based on the expected manner
of realisation or settlement of the carrying amount of assets and
liabilities, applying tax rates and laws enacted or substantively
enacted at the end of the reporting period.

Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax Liabilities are recognised
for taxable temporary differences arising on investments in
subsidiaries, associates and joint ventures, except where the
reversal of the temporary difference can be contrelled by the
Croup and it is probable that the difference will not reverse in
the foreseeable future. In addition, deferred tax liabilities are not
recognised on temporary differences that arise from goodwill
which is not deductible for tax purposes

Deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which the
deductible temporary differences can be utilised. The carrying
amount of deferred tax asscls is reviewed at the end of cach
reporting perod and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow
all or part of the asset to be recovered.

Deferred tax assets and liabilities are not recognised in respect
of temporary differences that arise on initial recognition of assels
and liabilities acquired other than in a business combination.

Financial instruments

Financial assets and liabilities are recognised in the Group’s
stalement of financial position when the Croup becomes a party
to the contractual provisions of the instrument. Financial assets
are initially classified as at fair value through profit and loss, fair
value through other comprehensive income or amortised cost
depending on the Croup’s business medel for managing the
financial asset and its cash flow characteristics. Financial assets
that are held for collection of contracilual cash flows, where

those cash flows represent solely payments of principal and L
interest, are measured at amortised cosl. =
The table below sets out the Group's accounting classification 2
of each class of its financial assets and Lakilties: ;
Note Measurement E
Financial assets: f;:
Other investrments 16 FVTPL! 7
Uniisted equily investments 16 FvOLCE
Trade receivables 17 Amortised cost

Lease receivables 17 Amortised cost
Other receivables 17 Amortised cost
Cash and cash eguivalents 18 Arortised cost
Derivative financial instruments 21 FVTPL

Financial liabilities:

Borrowings and overdrafts 20 Armortised cost
Trade payables 19 Amortised cost
Other payables 19 Amortised cost
Contingent consideration 19 FVTPL

Accruals 19 Amortised cost
Lease liabilities 20 Amortised cost
Derivative financial instruments 21 FVTPL

1. Tair vawe through prof t or koss
2 Fair value through other comprehensive mcome

Annual Report & Financial Statements 2022 135



FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

A. Trade and other receivables Trade receivables are recorded
initially at transaction price and subseguently measured at
amortised cost, except those which, due to factoring arrangements,
are held within a “hoid to collect and sell” business model and are
measured at FVOCI Trade receivables measured at amortised
cost are carried at nominal value less an allowance for any
doubtful debts. The allowance for doubtful debts is recognised
based on management's expectation of losses without regard to
whether an impairment trigger happened or not {an ‘expected
credit loss” model).

B. Other financial assets Other financiat assets consist of
investments in unlisted equity securities, loans receivable,
venture capital investments and short-terrm investrments with
a maturity date of over 90 days and are classified as either fair
value through other comprehensive income (‘FVOCI™} or fair
value through profit or loss {'FVTPL). Financial assets held at
FVOCI are initially measured at fair vatue, including transaction
costs directly attributable to the acquisition of the financial
asset. Financial assets held at FVTPL are initially recognised

al fair value and transaction costs are expensed.

For cquity investments at FvOCH, gains or losses arising from
changes in fair value are recognised in other comprehensive
income until the security is disposed of, at which lime

the cumulative gain or loss previously recognised in other
camprehensive income and accumulated in the FYOCl rescrve
is transferred to retained earnings.

The Group designated all non-listed equity investments not
held for trading as FYQOCI on initial recegnition because the
Group intends to hold them for long-term strategic purposes.

Financial assets that do not meet the criteria for being measured
at amortised cost or FVOC] are measured at FVTPL with gains
and losses arising from changes in fair value included in the
incame statement for the period

C. Classification of financial liabilities and equity Financiat
liabilities and equity instruments are classified according to

the substance of the contractual arrangements entered mnto.
An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting atl of

its liabilities.

D. Bank borrowings Interest-bearing bank loans and overdrafts
are initially recorded at fair value, which equals the proceeds
received, net of direct issue costs They are subseguently hetd at
arnortised cost. Finance charges, including premiums payable on
settlement or redemption and direct issue costs, are accounted
for using an effective interest rate method and are added to

or deducted from the carrying amount of the instrument.

E. Loan notes Long-term leoans are initialty measured at fair value
net of direct 1ssue costs and are subsequently held at amortised
cost If the loan is designated in a fair value hedge relationship,
the carrying value of the loan is adjusted for fair value gains

or losses attributable to the risk being hedged.

F. Trade payables Trade payables are recorded initially at fair
value and subsequently measured at amortised cost. Cenerally,
this results in their recognition at their nominal value.

G. Equity instruments Equity instruments issued by the Group are

recordged at the consideration received, net of direct issue costs.
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Derivative financiat instruments and hedging activities

The Group primarily uses cross-currency swaps and forward
forergn currency contracts to manage its exposures to fluctuations
in interest rates and foreign exchange rates. These instruments
are initially recognised at fair value on the trade date and are
subsequently remeasured at their fair value at the end of the
reporting period. The method of recognising the resulting gain
or loss is dependent on whether the derivative is designated as
a hedging instrument and the nature of the iterm beng hedged.

The Croup designates certain hedging derivatives as either:

- A hedge of a highly probable forecast transaction or change
in the cash flows of a recognised asset or liability (s cash flow
hedge);, or

— A hedge of the exposure to change in the fair value of
a recognised asset or liability (a fair value hedge).

At the inception of a hedging relationship, the hedging instrument
and the hedged item are documented, along with the risk
management objectives and strategy for undertaking various
hedge transactions and prospective effectiveness testing is
perfarmed. During the life of the hedging relationship, prospective
effectiveness testing is performed to ensure that the instrument
rermains an effective hedge of the transaction Changes in the
fair value of derivative financial instruments that do not qualify
for hedge accounting arc recognised in the income staterment

as they arise.

In 2019/20, the Group early adopted the Phase 1 amendments
Interest Rale Benchmark Reform — Amendments to IFRS 9, IAS 39
and IFRS 7. These amendments modify specific hedge accounting
requirernents to allow hedge accounting to continue for affected
hedges duning the period of uncertainty before the hedged
iterns or hedging instruments affected by the current interest rate
benchmarks are amended as a result of the ongoing interest rate
benchmark reforms. The application of the amendments impacts
the Groug's accounting in relation to a sterling denominated
fixed rate debt, for which it fair value hedge accounts using
sterling fixed to CBP LIBOR interest rate swaps. The amendments
permit continuation of hedge accounting even if in the future

the hedged benchmark interest rate, GBP LIBOR, may no longer
be separately identifiable. However, this relief does not extend to
the requirement Lhat the designated interest rate risk component
must continue 1o be reliably measurable. If the risk ccmponent

is no longer reliably measurable, the hedging relationship

is discontinued.

In the current year, the Group adopted the Phase 2 amendments
Interest Rate Benchmark Reform — Amendments to IFRS 9, IAS 39,
IFRS 7, IFRS 4 and IFRS 16 which was issued in August 2020.

These amendments are mandatory for annual reporting periods
beginning on or after 1 January 2021. While the Group no longer
holds any fair value hedge relationships, these amendments
allow the Croup to retain any balances from discontinued IBOR
linked hedge relaticnships on the balance sheet as these are now
deemed to be based on the replacement rate.
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A. Cash flow hedges Changes in the fair value of derivative
financial instruments that are designated and effective as hedges
ol future cash flows are recognised in other comprehensive
income. The element of the change in fair value which relstes

to the foreign currency basis spread is recognised in the cost

of hedging reserve, with the remaining change in fair value
recognised in the hedging reserve and any ineffective portion s
recognised immediately in the income statement in finance costs.
If the firm commitment or forecast transaction that is the subject
of a cash flow hedge results in the recognition of a non-financial
asset or liabitity, then, at the time the asset or liabitity is recognised,
the associated gains or losses on the derivalive that had previously
been recognised in other comprehensive income and accumulated
in the cash flow hedge reserve are removed directly from equity
and included in the initial measurement of the asset or liability.

If the hedged item is transaction-related the foreign currency
basis spread is reclassified to profit or loss when the hedged item
affects prefit or loss. If the hedged item is time-period related,
then the amount accumulated in the cost of hedging reserve is
reclassified to profit or loss on a systematic and rational basis.
Those reclassified amounts are recognised in profit or loss in the
same line as the hedged item If the hedged item is a non-financial
item, then the amount accumulated in the cost of hedging reserve
is removed directly from equity and included in the mitial carrying
amount of the recognised non-financiat item.

For hedges that do not resull in the recognition of an asset
or a liability, amounts delerred in the cash flow hedge reserve
are recognised in the income statement in the same period in
which the hedged items affect nel profit or loss.

B. Fair value hedges Changes in the fair value of 2 derivative
instrument designated in a fair value hedge are recognised in
the income statement. The hedged item is adjusted for changes
in fair value attributable to the risk being hedged with the
cerresponding entry in the income statement.,

Changes in the fair value of derivative financial instruments
that do not gualify for hedge accounting are recognised in the
income statement as they arise.

C. Discontinuance of hedge accounting Hedge accounting is
discontinued when the hedge relationship no longer qualifics for
hedge accounting. This includes when the hedging instrument
expires, is sold, terminated or exercised, or when occurrence of
the forecast transaction is no longer highly probable. The Group
cannot voluntarily de-designate a hedging relationship.

When a cash flow hedge is discontinued, any cumulative gain

or loss on the hedging instrument accumulated in the cash flow
hedge reserve is retained in equity until the forecast transaction
occurs. Subsequent changes in the fair value are recognised in
the income statement. If a hedged transaclion is no longer
expected to occur, the net cumulative gain or loss accumulated
in the cash flow hedge reserve is transferred to the income
statement for the pericd.

When a fair value hedge is discontinued, the fair value
adjustment to the carrying amount of the hedged item arising
from the hedged risk is amortised to the income statement
based on the recalculated effective interest rate at that date.

The Croup does not use derivatives to hedge income statement
translation exposures.

Reserves

The following describes the nature and purposc of each rescrve
within equity:

A. Share premium account Proceeds received in excess of the
nominal value of shares issued, net of any transacticn costs.

B. Capital redemption reserve Amounts transferred from
share capital onredemption or repurchase of issued shares.,

C. Hedging reserve Cumulative gains and losses on hedging
instruments deemed effeclive in cash flow hedges.

D. Cost of hedging Cumulative gains and losses on the portion
exciuded from the designated hedging instrument that relates
Lo changes in the foreign currency basis.

E. Other reserve Originally created as part of the capital
reslructuring that took place in 2002. It represents the difference
between the neminal value of the shares issued prior to the
capital reduction by the Company (being the carrying value of
the investment in Marks and Spencer plc) and the share capital,
share premium and capital redemption reserve of Marks and
Spencer ple at the date of the transaclion.

F. Foreign exchange reserve Gains and lesses arising on
retranslating the net assets of overseas operations into sterling.

GC. Retained earnings All other net gains and losses and
transactions with owners (e.g. dividends} not recognised elsewhere

Critical accounting judgements and
key sources of estimation uncertainty

The preparation of consolidated financial statements requires
the Croup lo make estimates and judgements thal affect the
application of policies and reported amaounts.

Critical judgemoents represent key decisions made by management
in the applicaticn of the CGroup accounting policies. Where a
significant risk of matenally different outcomes exists duc to
management assumptions or sources of estimation uncertainty,
this will represent a key source of estimation uncertainty. Estimates
and judgements are continually evaluated and are based on
historical experience and other factors, including expectations

of future events that are believed {o be reasonable under the
circumstances Actual results may differ from these estimates.
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The estimates which have a significant risk of causing a material
adjustrent to the carrying amount of assets and liabilities
within the next 12 months are discussed below.

Critical accounting judgements

Adjusting items

The directors believe that the adiusted profit and earnings

per share measures provide additional useful information to
shareholders on the performance of the business. These measures
are consistent with how business performance is measured
internally by the Board and Executive Committee. The profit
before tax and adjusting items measure is not a recognised
profit measure under IFRS and may not be directly comparable
with adjusted profit measures used by othar companies.

The classification of adjusting items requires sigruficant
management judgement after considering the nature and
intentions of a transaction. The Croup's definitions of adjusting
items are oullined within both the Group accounting policies
and the Glossary. These definitions have been applied
consistentlly year on year.

Note & provides further details cn current year adjusting items
and their adherence to Group policy.
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UK defined benefit pension surplus

Where a surplus on a defined benefit scheme arises, the rights
of the Trustees to prevent the Group obtaining a refund of that
surplus in the future are considered in determining whether it is
necessary to restrict the amount of the surplus that is recognised.
The UK defined benefit scheme is in surplus at 2 April 2022.
The directors have made the judgement that these amounts
meef the requirernents of recoverability on the basis that
paragraph 11(t) of IFRIC 14 applies, enabling a refund of surplus
assuming the gradual settlement of the scheme liabilities over
tirne until all members have left the scheme, and a surplus

of £1,043.9rm has been recognised.

Assessment of control over Ocado Retail Limited

The directors have assessed that the Group has significant
influence over Ocado Retail Limited and has therefore accounted
for the investment as an associate {see note 29). This assessment
is based on the current rights held by the respective shareholders
and requires judgement in assessing these rights. These rights
include determinative rights currently held by Ocado Croup Ple,
after agreed dispute-resolution procedures, in relation to the
approval of the Ocado Retail Limited business plan and budget
and the appointment and rermoval of Ocado Retail Limited's
Chief Executive Officer. Any future change to these rights
requircs a reassessment of control and could result in a change
in the status of the investment from associate te joint venture,
subsidiary or investrment,

Determining the lease term

The Croup determines the lease term as the non-cancellable
term of the lease, together with any periods covered by an option
to extend the lease if it is reasonably certain Lo be exercised, or
any periods covered by an option Lo terminate the leaseif it I1s
reasonably certain not to be exercised

The Croup has several lease contracts for {and and buildings
that include extension and termination options. The Group
applies judgement in evaluating whether it is reasonably certain
whether or not to exercise the option to renew or terminate

Lhe lease That is, it considers all relevant factors that create

an econgmic incentive for it to exercise either the renewal or
termination, including: whether there are significant penalties Lo
terminate (or not extend), whether any leasehold improvements
are expected to have a significant remaining value; historicat
lease durations; the importance of the underlying asset to the
Group's operations; and the costs and business disruption
reguired to replace the leased asset.

Most renewal periods and periods covered by termination
options are included as part of the lease term for leases of land
and buildings. The Croup typically exercises il s option to rencw
(or does not exercise its option to terminate) far these leases
because there will be a significant negative effect on trading

if a replacement property s not readily available.

The lease term is reassessed if a significant event or a significant
change in circumstances occurs which affects the assessment
of reasonable certainty, for example, if a store is identified to be
closed as part of the UK store estate strategic programme.
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Determining whether forecast purchases are highly probable

The Group is exposed to foreign currency risk, most significantly
to the US dollar as a resull of sourcing Clothing & Home
products from Asia which are paid for predominantly in US
dollars. The Group hedges these exposures using forward foreign
exchange contracts and hedge accounting is applied when the
requirements of IFRS 9 are met, which include that a forecast
transaction must be “highly probable”

The Group has applied judgement in assessing whether forecast
purchases are “highly probable” In making this assessment, the
Croup has considered the most recent budgets and plans. The
Group’s policy is a “layered” hedging strategy where only a small
fraction of the forecast purchasc requirernents is initially hedged,
approximately 14 rmonths prior Lo a season, with incremental
hedges layered on aver time as the buying period for that season
approaches and therefore as certainty increases over the
forecast purchases As aresult of this progressive strategy,

a reductionin the supply pipeline of inventory does not
immediately lead to over-hedging and the disqualification of
“highly probable” If the forecast transactions were no longer
expected to occur, any accumulated gain or loss on the hedging
instruments would be immediately reclassified to profil or loss.

Key sources of estimation uncertainty
Climate change impact

Clirmate change is a global challenge and an ernerging risk to
businesses, people and the environment acrass the world.
Although commitments we have made (o date form part of the
cash flow projections within our going concern and impairment
assessments, the impact of climate change is not judged to have
been a key driver in determining the outcomes of these exercises
and is therefore not currently classified as a key source of
estimation uncertainty. The Croup will conlinue to review this
classification as the assessment of the impacts, risks and
opportunilies presented by climate change and the Group's
commitments to address the challenges presented evolve over
the coming years

UK store estate programme

The Croup is undertaking a significant strategic pregramme to
review its UK store estate resulting in a net charge of £161.4m
{last year £95.3m) in the year. A significant level of estimation has
Been used to determine the charges to be recognised in the year.
The most significant judgement that impacts the charge is that
the stores identified as part of the programme are more likely
than not to close. Further significant closure costs and impairment
charges may be recorded in fulure years depending on decisions
made about further store closures and the successful delivery
of the transformation programme.

Where a store closure has been announced there is a reduced
level of estimation uncertainty as the programme actions are
to be taken over a shorter and more immediate timeframe.
Further significart estimation uncertainty arises in respect of
determining the recoverable amount of assets and the costs to
be incurred as part of the programme. Significant assumptions
have been made including

— Reassessment of the useful lives of store flixed assets and
closure dates.

— Estimation in respect of the expected shorter-term trading
value in use, including assurmpticns with regard to the period
of trading as well as changes to future sales, gross margin
and operating costs.
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— Estimation of the sale proceeds for freehold stores which
is Jependenl upon location-specific factors, Liming of likely
exit and future changes Lo the UK retail property market
valuations.

— Estimaticn of the value of dilapidation payments required
for leasehold store exits, which is dependent on a number
of factors including the extent of modifications to Lhe store,
the terms of the lease agreement, and the condition of the
property.

The assumptions most Likely to have a material impact are
closure dates and changes to future sales. See notes 5 and 15
for further detail.

Useful lives and residual values of property,
plant and equipment and intangibles

Depreciation and amortisation are provided to write down the
cost of property, plant and equipment and certain intangibles to
their estimated residual values over their estimated useful lives,
as set out above. The seleclion of the residual values and useful
lives gives rise to estimation uncertainty, especiatly in the context
of changing econcmic and market factors, the channel shift

from stores to online, increasing technological advancement

and the Group's ongoing strategic transformation programmes
The useful lives of property, plant and equipment and intangibles
are reviewed by management annually. See notes 14 and 15 for
further details. Refer to the UK store estate prograrnme section
above for specific scurces of estimation uncertainty in relation

to the useful lives of property, plant and equipment for stores
identified as part of the UK store estate programme. Due to the
nature of the Group's property, plant and equipment, it is not
practicable to provide a meaningful sensitivity analysis.

Impairment of property, plant and equipment and intangibles

Property, planl and equipment and computer scftware
intangibles are reviewed for impairment if events or changes

in circumstances indicate that the carrying amount may not be
recoverable. Goodwill and indefinijte life brands are reviewed for
impairment on an annual basis. When a review for impairment is
conducted, the recoverable amount is determined based on the
higher of value in use and fair value less costs to sell The value
in use method requires the Croup to determine appropriate
assumptions in relation to the cash flow projections over the
three-year strategic plan period (which is a key source of
estimation uncertainty), the long-term growth rate to be applied
beyond Lhis three-year period and the risk-adjusted pre-tax
discount rate used to discount the assumed cash flows to
present value Sce notes 14 and 15 for further details on the
Croup's assumptions and associated sensitivities.

Inventory provisioning

The Group assesses Lhe recoverability of inventories by applying
assumptions around the future saleability and estimated selling
prices of items.

AL 2 April 2022, the Group had recognised a total UK Clothing

& Home inventory provision of £48.3m (last year: £78 2m), which
inctuded £nil (last year: £24 2m) relating specifically to the
estimated impact of the Covid-19 pandemic. During 2021/22, UK
Clothing & Home performance has been strong, with better-than-
expected sell-through of inventory originally provided for and the
Croup has updated its assumptions regarding future trading
performance. After utilising £10.2m of these provisions in the
period, the Group has released the remaining £140m, resulting in
no UK Clothing & Home inventory provisions in relation to Covid-19
remaining on the balance sheet at 2 April 2022. See note & for
further details on the assumptions and associated sensitivities.

Post-retirement benefits

The determination of pension net interest income and the
defined benefit obligation of the Group's defined benefit pension
schemes depends on the selection of certain assumptions which
include the discount rate, inflation rate and mortality rates.
Differences arising from actual experiences or future changes in
assumptions will be reflected in subsequent periods. The fair value
of unquoted investrnents within total plan assets is estimated with
consideralion of fair value estimates provided by the manager of
the investment or fund. See note 11 for further details on the
impact of changes in the key assumptions and estimates.
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2 SEGMENTAL INFORMATION

IFRS 8 Operating Segments requires operating segments to be identified on the basis of internal reporting on components of the
Croup that are regularly reviewed by the chief operating decision-maker to allocate resources to the segmoents and to assess their
performance.

The chief operating decision-maker has been identified as the Executive Committee. The Executive Committee reviews the Group's
internal reporting in order to assess performance and allocate resources across each operating segment.

The Group’s reportable operating segments have therefore been identified as follows:

- UK Clothing & Home - comprises the retailing of womenswear, menswear, lingerie, kidswear and home products through UK retail
stores and online.

— UK Food - includes the results of the UK retail food business and UK Food franchise operations, with the following five main
categories: protein deli and dairy, produce, ambient and in-store bakery; meats, dessert and frozen; and hospitality and ‘Food on
the Move' and direct sales to Ocado Retail Limited.

— International - consists of Marks and Spencer owned businesses in Europe and Asia and the international franchise operations.
— Gcadoe - includes the Croup's share of profits or losses from the investment in Ocado Retail Limited.

Other business activities and operating segments, including M&S Bank and M&S Energy, are combined and presented in “all other
segrments” Finance income and costs are not allocated to segments as ¢ach is managed on a centralised basis.

The Executive Committee assesses the performance of the operating segments based on a measure of operating profit before
adjusting items. This measurement basis excludes the effects of adjusting items from the operating segrments.

The following is an analysis of the Croup’s revenue and results by reportable segment:

52 weeks ended 2 April 2022 53 weeks ended 3 April 2021
UK UK
Clothing All other Clothing Al other
& Home UK Food International Ocado  segments Group & Home UK Food  International Ocade  segments Group
£m £m £m £m £m £m £m fm Fro £rm £m £m
Sales before
adjusting items’ 3,332.2 6,639.6 937.2 - - 10,9090 22390 61385 7894 - ~ 9,669
Revenue before
adjusting items? 3,3083 6,639.6 937.2 - - 10,885.1 227390 61385 7894 - - 91869
Operating
profit/(loss) before
adjusting items? 3307 2778 73.6 139 13.0 7090 (130.8) 2285 441 78.4 1.9 22272

Finance income

before adjusting

iterns 283 574
Finance costs

pefore adjusting

termns (214.49) (229.3)
Profit/{loss)

before tax and

adjusting items 3307 2778 73.6 13.9 13.0 5229 (1308) 2286 441 78.4 19 503
Adjusting items (131.2) (259.7)
Profit/({loss)

before tax 3307 2778 73.6 13.9 13.0 3917 (1308) 2286 441 784 19 (2094)

1 Sales before adjusting items is revenue before adjusting items stated prior 1o adjust ments for UK Clothing & Home brand consignment sales of £239m

2 Revenue s stated pror to adusting items of £rul (last full year £11 2m) (see note &)

3. Operatng profit/(loss; bofare adiusting terms 1s stated as gross o7of & less operating ¢osts pnor to adjusting items Report:b e segmen: level costs are sllocated where directly
attributable or based on an appropriate cost driver for the cost
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2 SECMENTAL INFORMATION CONTINUED

Other segmental information

52 weeks ended 2 April 2022 53 weeks onded 3 April 2021
UK UK
Clathing All other Clothing Atl other
& Home UK Food International Ocado segments Group & Home UK Food Internstional Ocado segments Group
£m £m £m Em £m £m £m Frm £rm £m Em £m
Additions to
property, plant
and equipment,
and intangible
assets (excluding
goodwill and
nght-of-use assets) 139.2 163.7 185 - - 3214 505 1050 G.8 - - 1623
Depreciation and
amortisation'? {268.1} (248.8) {35.0) - — (551.9) (3123) (259.4) (25.1) - - (596.8)
Impairment charges,
impairment reversals
and asset write-offs’ (37.2) 10.7 {8.0) - - (34.5) (1551) (349) (4.7) - - (1847)

1 These costs are allocated to a repertable segment where they are directly attributable Where costs are not directly attnibutable. a proportional allecation s made to cach seoment
based on an appropriate cost driver
2 Inctudes £02?mi{last year FO 3m) depreciation charged oninvestment property

Segment asscts and liabilities, including investments in associales and joint ventures, are not disclosed because they are not reported
to or revicwod by the Executive Committee,

3 EXPENSE ANALYSIS

2022 202

Total Tola

£m £m

Revenue 10,885.1 9,1557
Cost of sales (7,130.3) (6,2441)
Gross profit 3,754.8 29116
Setling and administrative expenses {3,244.1) (3,0189)
Other operating income 80.1 12.4
Share of results of Ocado Retail Limited {18.6) 64.2
Operating profit/(loss) 572.2 (30.7)

The figures above include £136.8m (last year: £252 9rm) adjusting itern charges wilhin operating profit/{loss) (see note 5). These are further
analysed against the categories of revenue (Enil; last year: £11.2m), cost of sales (£17.0m gain, last year: £86.3m gain), selling and
administrative expenses (£155.9m; tast year: £313 8m), other operating income {£34.6m, last year: £nil) and share of results of Ocado
Retzil Limited (£32.5m; last year: £14 2m).

The setllng and administrative expenses are further analysed below:

2022 2021

Total Total

£m £n

Employee costs'? 11,4206 1,339.1
Occupancy costs 3443 2239
Repairs, renewals and maintenance of property 122.2 9538
Depreciation, amortisation and asset impairments and write-offs? 5864 791.7
Other costs* 7706 5684
Selling and administrative expenses 3,244 30189

I There are an addibional £65 1m (last year £68 8m) employee costs recerded within cost of sales These costs are ncluded within the aggregate remuneration disclosures in note 10A
2 Lastyear-ncluded furloughincome (see note 30}

3 Includes £0 2rn (last year £0 3m) depreciation charged on investment property

4 Includes costs such as logistics, IT, marketing and sundry costs

Adjusting items categorised as selling and administrative expenses are further analysed as: employee costs of F0.1m {last year: £100.4m);
occupancy costs £5.9m (last year £6.1m); depreciation, amortisation and asset impairments/reversals and write-offs £649m (last year:
£188.6m); and other costs £85.0m (last year: £18.7m).
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4 PROFIT/{LOSS)} BEFORE TAXATION

The following items have been included in arriving at profitfloss} before taxation:

2022 2021
£m £m
Net foreign exchange {gains)/losses {14.5) 29
Cost of inventories recognised as an expense 6,086.3 54276
Write-down of inventories recognised as an expense 197.6 1170
Depreciation of property, plant and equipment'
- owned assets 290.5 3121
- right-of-use assets 167.8 153.1
Amortisation of intangible assets 93.6 1316
Impairments and write-offs of intangible assels and property, plant and equipment 100.1 2520
Impairment reversals of property, plant and equipment {62.1}) {(73.7)
Impairments of right-of-use assets 254 52.7
Impairment reversals of right-of-use assets (28.9) (36.9)

1 Includes £E0.2m (last year £0 3m) depreciat:on charged oninvestment property

Included in administrative expenses is the auditor's remuneration, including expenses for audit and non-audit services, payable to the
Company's auditor Deloitte LLP and its associates as follows:

2022 2021

£m £m

Annual audit of the Company and the consolidated financial statements 1.7 16
Audit of suksidiary companics 0.6 0.6
Total audit fees 2.3 22
Audit-related assurance services 0.2 02
Total non-audit services fees 0.2 0.2
Total audit and non-audit services 2.5 2.4
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5 ADJUSTING ITEMS

The Lolal adjusting items reported for the 52-week period ended 2 April 2022 i3 a net charge of £1321.2m (last yeor: £259.7m).
The adjustments made to reported profit before tax to arrive at adjusted profit are:

2022 2021
Notes £m £m
Included in revenue
Sparks loyalty prograrmme transition - (11.2)
- (11.2)
Included in operating profit
Strategic programmes - UK store estate 15,22 (161.4) (953)
Strategic programmes - UK legistics 15,22 219 (2.2)
Strategic programmes - Organisation 15,22 14.3 (1337
Strategic pregrammes - International store closures and impairments 22 04 (3.6)
Store impairments, impairmaont reversals and other property charges 15,22 60.0 6.9
Amortisation and fair value adjustments arising as part of the investment in
Ocado Retail Limited 29 (32.5) (14.2)
Directly attributable gains resulting from the Covid-19 pandemic 17.8 308
M&S Bank charges incurred in relation to insurance mis-selling provision {16.0) (2.4)
Franchise restructure (41.3) -
intangible asset impairments 14 - (79.9)
Sparks loyalty programme transition - {(5.4)
Establshing the investment in Ocado Retail Limited - (1.7}
CMP and other pension equalisation 11 - (1.0)
{136.8) (241 7)
Included in net finance costs -
Remeasurement of contingent consideration including discount unwind 5.6 (6.8} §
5.6 (6.8) 5
9
Adjustments to profit before tax {131.2) (259.7) 3
Strategic programmes — UK store estate (£161.4m) é

In November 2016, the Group announced a strategic programme to transform the UK store estate with the overail objective to
improve our store estate te better meet our customers’ needs. The Group incurred charges of £657.6m up to April 2021 under this
programme primarily relating to closure costs associsted with stores identified as part of the strategic transfoermation plans.

Curing 2020/21, the Croup experienced a significant channel shift from stores to enline due to the pandemic, accelerating the Group's
ambition to achieve a Clothing & Home online sales mix of at least 40% over the next three years. This acceleration in channel shift
required the Croup to revise the UK store estate strategic programme to ensure the estate continued to meet customers’ needs.

The Group has recognised a charge of £161.4m in the pericd in relation to those stores identified as part of the rotation plans. The charge
primarily reflects a revised view of latest stere closure plans and assumptions for estimated store closure costs, as well as charges
relating to the impairment of buildings and fixtures and fittings, and depreciation as a result of shortening the useful economic life

of stores based on the latest approved exit routes.

Further charges relating to the closure and rotation of the UK store estate are anticipated over the next nine years as the pregramme
progresses, the quantum of which is subject to change throughoul the programme period as we get greater certainty

of circumstances that need to be n place to make closure financially viable. Future charges will not include Foodhall closures at lease
event where there is opportunity for a better location, as this is not iIn the scope of the programme.

Following the latest review at 2 April 2022, the total closure programme now consists of 204 stores, 100 of which have already closed.
Further charges of c.£200m are estimated within the next nine financial years, bringing anticipated total programme cgsts since 2016
to c.£1bn, vs C.£926m year In addition, where stere exit routes in the next nine years lead o the recognition of gains on exit, particularly
those relating to asset management, these credits will also be recognised within adjusting items as part of the proegramme.

These costs are reported as adjusting items on the basis that they are significant in quantum, relate to a strategic initiative focused
on reviewing our store estate and to aid comparability from one period to the next.

The anticipated total programme costs do not include any costs that may arise in relation to a further ¢.30 stores currently under
consideration for closure within the next nine years. At this stage these ¢.30 stores remain commercially supportable and in the event
of a decision to close the store the exit routes are not yet certain.
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5 ADJUSTING ITEMS CONTINUED

Strategic programmes — UK logistics (£21.9m credit)

In 2017/18, as part of the previously announced long-term strategic
programme to transition to a single-tier UK distribution network,
the Croup announced the opening of a new Clothing & Home
distribution centre in Welham Green. As a direct result, the Group
announced the closure of two existing distribution centres.

In February 2020, the next phase of the single-tier programfmme
was announced with the closure of two further distribution
centres across 2020/21 and 2021/22 A net credit of £219m has
been recognised in the period, reflecting the gain on disposal of
distributions centres and an updated view of estimated closure
costs. Total programme costs to date are £17.9m with further net
charges of £43.3m expected over the next three financial years.

These net credits are reported as adjusting items on the basis
that they are significant in quanturn, relate 1o a strateqgic initiative
focused on reviewing our UK logistics network and to aid
comparability from cne period to the next,

Strategic programmes — Organisation (£14.3m credit)

During 2020/21, the Croup announced a commitment to integrate
more flexible management structures into store operations as wetl
as streamline the business at store and management level in the
UK and Republic of Ircland as part of the 'Never the Same Again’
transformation. The changes resulted in a reduction of ¢.8,200
roles across central support centres, regional management and
stores. A credit of £2.4m has been recognised in the period based
on the fimatisation of redundancy costs associated with these
changes. No provision remains at the year end and there are no
further charges anticipated.

During 2016/17, the Group announced a wide-ranging stralegic
review acrass a number of areas of the business which included
UK organisation and the prograrmme to centralise our London
Head Office functions into one building. In previous years, an
impairment charge of £119m was recognised in relation to the
sub-let of previously closed offices. in the period, this impairment
charge has been fully reversed with a credit of £119m recognised,
This relates to the updating of assumptions and market fluctuations
over the life of the sublet of previously closed offices. Total costs
of centralising our London Head Office functions into one building
incurred to date are c.£86m. Any future charges will relate to the
updating of assumptions and market fluctuations over the life

of the sublet leasa.

These credits are reported as adjusting items on the basis that they
are consistent with the disclosure of costs previously recognised.

Strategic programmes - International store
closures and impairments (£0.4m credit)

In 2016/17, the Group announced its intention Lo close owned
stores in 10 international markets. A credit of £0.4m {last year:
charge of £3.6m) has been recognised in the year, reflecting an
updated view of the estimated final closure costs for certain
markets and those costs which can only be recognised as
incurred, taking the pregramme net cost to date to £148.2m.

The net credit is considered to be an adjusting item as it is part
of a strategic programme which, over the six years of net charges,
has been significant in both quanturm and nature to the results
of the Group. No further significant charges are expected.

Directly attributable gains resulting from
the Covid-19 pandemic (£17.8m credit)

In March 2020, following the onset of the Covid-19 global
pandemic and subsequent UK government restrictions, the Group
sustained significant disruption to its operations. In response to
the uncertainty resulting from the pandemic, coupled with the
fast-paced changes laking place across the retail sector, the
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Board approved a Covid-19 scenario to reflect management’s
best estimate of the significant volatility and business disruption
expected as a result of the ongoing pandemic.

The pandemic continued to impact the Group throughout 2020/21
and it became increasingly more difficult to differentiate Covid-19
items frorm costs that supported the underlying performance

of the business. in addition, the estimated timeframe over which
these effects may have impacted the business increased. As a
result, the Group Look the decision in the interim 2020/21 results
to only include changes in estimates to items thal were included
in adjusting items in 2019720, in this case relating Lo Lthe inventory
provision and bad debt provision

included within directly attribulable expenses resulting from

the Covid-19 pandemic of £163.6rm at 2019/20, was an incremental
write-down of inventory to net realisable value of £157.0m

(UK Clothing & Home: £145.3m; UK Food: £6.0m; and International:
£5.7m), reflecting management’s best estimate of the impact

on the Group of the Covid-19 pandemic. Accordingly, of the total
£204.8m inventory provision, £157.0m was recognised in adjusting
iterns and £47.8m in the underlying results. The total remaining
provision held as at 3 April 2021 was £36.7m.

included within the UK Clothing & Horme provision last year was
an incremental write-down of inventory to net realisable value
of £18.6m reflecting management’s best estimate of the impact
af the Covid-19 pandemic on UK Clothing & Home inventary as
at 3 April 2021. During 2021/22, UK Clothing & Home performance
has been strong, with better-than-expected sell-through of stock
originally provided for. During the year, £10.2m of the Covid-19
provision has been utilised, and there has been a release of £14.0m
recognised in adjusting items. No UK Clothing & Home inventory
provisions inrelation to Covid-19 remain on the balance shect

at 2021/22_Similarly, following better-than-expected sell-through
of inventory previously provided for in the International markets,
there has been a release of £0.8m of the Covid-19 inventory
provisions during 2021/22. No international Covid-19 stock
provisions remain on the balance sheet at 2021/22 During the
year, of the UK Food provision against excess slow-moving
personal protective equipment, committed to during the peak
of the first Covid-19 lockdown and incurred directly in resgonse
to the Covid-19 pandemic, £3.0m has been utilised and £2.2m
released. A provision of £56m remains on the balance sheet

at 2021/22.

The carrying value of the Croup's inventories at 2 April 2022

15 £706.1m, split across the UK Clothing & Home, UK Food and
International businesses representing gross inventories of £5069m,
£200.4m and £70.8m respectively, against which a provision of
£483m, £178m and £5.9m has been recognised. The total UK
Clothing & Horme inventory provisions represent 9.5% (last year:
15.4%) of UK Clothing & Home inventory. The UK Clothing & Home
inventory provision 1s based on future trading assumptions in
line with the Croup's 2022/23 Budget. However, trading could

be higher or lower than expected and a 5% increase in the UK
Clothing & Home inventory provision (from 9.5% to 14.5%) woutd
result in a reduction in the valuation of inventory held on the
balance sheet of £25 2m and would result in 2 corresponding
decrease to recognised profit before tax in the period.

In addition, a release of £0.8m has been recognised within
adjusting items in relation to the Covid-19 bad debt provision
recogniscd agamnst international franchise partners. At 2021/22
no Covid-19 bad debt provision remains,
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5 ADJUSTING ITEMS CONTINUED

The £178m directly attributable net gains from the Covid-19
pandemic are considered to be adjusting items as they meet the
Group’s established definition, being both significant in nature
and value to the results of the Group in the current period, and
treatment as adjusting items 15 consistent with the treatment of
charges of a consistent nature recognised in 2018/20. No future
charges are expected. Any future credits relating to these items
witl continue Lo also be classified as adjusting.

Store impairments, impairment reversals
and property charges (£60.0m credit}

The Group has recognised a number of charges and credits in the
period associated with the carrying value of items of property,
plant and equiprnent.

In response to the strong Group performance and lifting of
government restrictions, the Croup has revised future cash flow
projections for UK and international stores (excluding thosc
stores that have been captured as part of the UK store estate
programme). As a result, store impairment testing has identified
stores where the current and anticipated future performance
deoes not support the carrying value of the stores. A charge of
£29m {last year: £66.4m) has been incurred primarily in respect of

the mpairment of assets associated with these stores. In addition,

a credit of £63.4m (last year: £73.3m) has been incurred for the
reversal of store impairments recognised in previous periods,
where revised future cash flow projections more than support
the carrying value of the stores, reflecting improved trading
expectations compared to those assumed al the prior year end.
Refer to note 15 for further details on the impairments.

A further charge of £0.5m has been recognised in relation to
the setilement of provisions for property charges. This treatment
is consistent wilh the original provision charges, which were
recognised within adjusting items.

The charges/credits have been classified as an adjusting item
on the basis of the significant quantum of the charge/credit in
Lhe period to the results of the Group Any future charges or
reversals relating to stores previously impaired within adjusting
iterns will continue to be recognised within adjusting items in
line with the original charge.

Amortisation and fair value adjustments arising as part
of the investment in Ocado Retail Limited (£32.5m)

Intangible assets of £366.0m were acquired as part of the
investment in Gcado Retail Limited in 2019/20 relating to the Ocado
brand and acquired customer relationships. These intangibles are
being amortised over their useful economic lives of 10-40 years
with an amortisation charge of £17.6m recognised in the period.
In addition, a further deferred tax charge of £14.9m has been
recognised predominantly retating to the substantial enactment
of the Finance Act 2021 during the period increasing the UK's
main corporation tax rate from 19% to 25% from 1 April 2023.

The armortisation charge and changes in the related deferred tax
Liability are included within the Group's share of the profit or loss
of the associate and are considered to be adjusting items as they
are based on judgerments about their value and economic life

and are not related to the Group's underlying trading performance.

These charges are reported as adjusting items on the basis that
they are significant in quantum and to aid comparability from
one period to the next.

M&S Bank charges incurred in relation
to insurance mis-selling provisions (£16.0m)

The Group has an economic interest in Marks and Spencer
Financial Services plc (trading as M&S Bank), a whotly owned
subsidiary of HSBC UK Bank plc, by way of a Relationship
Agreement that entitles the Croup to a 50% share of the profits

of M&S Bank after appropriate deductions. The Croup does not
share in any losses of M&S Bank and i1s not obliged to refund
any profit share received from HSBC, although fulure income
may ke impacted by significant one-of f deductions.

Since the year ended 31 December 2010, M&S Bank has recognised
inits audited financial staterments an estimated liability Tor redress
to customers in rospect of possible mis-selling of financial
products. The Croup's profit share and fee income from M&S Bank
has been reduced by the deduction of the estimated liability in
poth the current and prior years. In line with the accounting
treatment under the Relationship Agreement, there is a cap on
the amount of charges that can be offset against the prefit share
inany ane year, whereby excess tiabilities carriced forward are
deducted from the Croup's future profit share from M&S Bank.
The deduction in the peried is £160m (last year: £2.4m).

The treatment of this in adjusting terms s in Line with previous
charges in relation to setilernent of Payment Protection
Insurance (PP claims and, although it is recurring, it is significant
inguantum in the context of the total charges recognised

for PPl mis-selling to-date and is not considered representative
of the normal cperating performance of the Group. As previously
noted, while the August 2019 deadline te raise potential mis-
selling claims has now passed, costs retating to the estimated
liability for redress are expected to continue. The Lotal charges
recognised in adjusting items since September 2012 for PPl s
£326.3rm which exceeds the total offset against profit share

of £2580m to date, and this deficit will be deducted from the
Group's share of future profits from M&S Bank.

Franchise restructuring (£41.3m)

During the year, the Group recognised a charge of £41.3m as a resuit
of the restructure of certain International franchise cperations.

In September 2021 the Croup anncunced the closure of 11 franchise
stores in France in response Lo increased EU border costs.
Consequently, the Croup has recognised a charge of £10.3m

for closure cosls. No future costs are currently expected.
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In March 2022, in response to the unfolding humanitarian crisis
following the invasion of Ukraine, the Croup announced it had
suspended shipments to its Turkish franchisee’s Russian business.
The Group has subsequently made the decision to fully exit its
Russian franchise. As a result, the Croup has recognised a charge
of £31.0m representing the Group's full exit costs from Russia and
business disruptions in Ukraine,

The costs are considered to be adjusting items as they are
one-off in nature and significant in value to the results of the
Croup and to the International segment.

Remeasurement of contingent consideration
including discount unwind (£5.6m credit)

Ceontingent consideration, resulting from the investment in
Ocado Retail Limited, is remeasured at fair vatue al cach reporting
date with the changes in fair value recognised in profit or loss.
During the pericd, £33.8m of contingent consideration was settled,
follewing the achievernent of the first and second performance
targets {(see note 21). A credit of £5.6m has been recognised

in the period, representing the revatuation of the contingent
consideration payable. The change in fair value is considered

to be an adjusting item as it relates to a major transaction and
conscguently is not considered representative of the normal
operating performance of the Croup. The remeasurement will
be recognised in adjusting itermns until the final contingent
consideration payment is made in 2024/25.
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6 FINANCE INCOME/COSTS

2022 2021
£m £m

Bank and other interest receivable 3.7 29
Other finance income 59 1.8
Pension net finance income (see note 11H) 13.2 a7.2
Interest iIncome of subleases 5.5 55
Finance income before adjusting items 28.3 574
Finance income in adjusting items 5.6 -
Finance income 339 574
Other finance costs (0.8) 086)
Interest payable on syndicated bank facility {4.7) {3.9)
Interest payable on Medium Term Notes (79.6) (85.4)
Interest payable on commercial paper facitity - (0.4)
Interest payable on lease liabilities {1213} (130.4)
Unwind of discount on provisions (3.8) (2.7}
Unwind of discount on Partnership liability to the Marks & Spencer UK Pension Scheme (see note 12) {4.4) (4.9)
Finance costs before adjusting items (214.4) (2293)
Finance costs in adjusling items - (6.8)
Finance costs (214.4) (236.1)
Net finance costs (180.5) (178.7)
7 INCOME TAX (CREDIT}/EXPENSE
A. Taxation charge

2022 2021

Em £rm

Current tax
UK corporation tax on profils for the year at 19% (last year: 19%)
— current year 66.8 3.7
- adjustrments in respect of prior years (1.0} (12.1)
UK currenl tax 65.8 {8.4)
Overseas current taxation
—current year 9.6 0.2
- adjustrments in respect of prior years 22 {0.2)
Total current taxation 776 (84)
Deferred tax
- crigination and reversal of tempaorary differences 149 a7
- adjustrments in respect of prior years 0.7 (59)
~ changes in tax rate {10.5) (0.6)
Total deferred tax (see note 23) 5.1 0.2
Total income tax expense/{credit) 82.7 {8.2)
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7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

B. Taxation reconciliation
The effective lax rate was 21.1% (last year: 3.8%) and is explained below.

2022 2021
£m £m
Profit/{loss)} before tax 391.7 (209.4)
Noticnal taxation at standard UK corporation tax rale of 19% (last year: 19%) 744 (39.8)
Depreciation and other amounts in relation to fixed assets that do not qualify for tax relief 7.8 52
Tax benefit arising from UK super deduction regime {6.2) -
Other income and expenses thal are not taxabte or allowabie for 1ax purposes 6.1 B.6
Joint venture resulls accounted for as profit after tax {2.5) (146)
Retransiation of deferred tax balances due to the change in statutory UK tax rates {10.5) -
Overscas profits taxed at rates different to those of the UK {0.6) 0.7
Moverment in unrccognised overseas deferred tax assets - 09
Adjustments to the currenl and deferred Lax charges in respect of prior periods 1.9 (18.2)
Capilal losses no longer recognised - 258
Adjusting ilems:
- UK store and strategic programme impairments and other property
charges where no tax relief is available 3.9 85
- Internalional store closures and impairments - (1.0}
- Other strategic programme income and expenses that are not taxable or allowable for tax purposes 2.2 130
- Amortisation arising as a part of the investment in Ocado Retail Limited 6.2 2.7
Tetal income tax expense/(credit) 82.7 (8 2)

The effective tax rate in respect of the profil excluding adjusting tems was 18.2% (last year: 50.3%).

During the period, no payments have been made to the Marks and Spencer Scottish Limited Partnership and as such the tax impact
to the income tax expense in the period was £nil (last year: £4.1m charge). Under this structure, tax relief for payments to be made
to the Marks & Spencer UK Pension Scheme inrelation to the first Partrnership interest arose in the first 10 years of the structure and
some of this benefit is recaptured in subsequent years.

The Finance Act 2021 contains legislation to increase the main rate of UK corporation tax from 19% to 25% with effect from 1 April 2023
The Group has therefore remeasured its UK deferred tax assets and liabilities at this higher rate of tax where thesc are expected to be
realised or settled on or after 1 April 2023. This has resulted in the recognition of a deferred tax credit of £10.5m in the income statement.

On 20 December 2021, the CECD published Lheir proposals in relation to Global Anti-Base Erosion Rules, which provide for an
internationally co-ordinated system of taxation Lo ensure that large multinational groups pay a minimum level of corporate income
tax in countries where they operate. In January 2022 the UK government reconfirmed its intention teo introduce legislation to give
effect to the QECD proposals. The new rules are expected Lo take effect from 2023 cnwards.

There remains a considerable amount of uncertainty wilh respect to the detailed operation of the Clobal Anti-Base Erosion Rules and
their impact. Further details and guidance are due in the course of 2022, From an initial review of the Croup’s business and tax profile,
we do not expect the rules £o have a materiat impact on the Group's tax rate or tax payments. There is no impact on the Group's
results for 2021/22.
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7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

C. Current tax recenciliation

The current tax reconciliation shows the tax effect of the main adjustments made to the Group's accounting profits in order to arrive
al its taxable profits. The reconciling items differ from those in note 7B as the effects of deferred tax temporary differences are
ignored below.

2022 2021
£Em £m

Profit/{loss) before tax 3191.7 (209.4)
Noticnal taxation at standard UK corporation tax rate of 19% (last year: 19%) 74.4 (39.8)
Disallowable accounting depreciation and cther sirmilar items 53.7 75.1
Deductible capital allowances (75.7} (500
Adjustments in relation to employee share schemes 6.7 19
Adjustments in relation to employee pension schemes (2.5) (4.7)
QOverseas profits taxed at rates different to those of the UK (0.6) 0.7
Movement in unrecognised overseas deferred tax - 09
Joint venture resulls accounted for as profit after tax {2.5) {(14.6)
Current year tosses carried forward - 13
Olher income and expenses that are not taxable or allowable 0.6 0.1)
Adjusting iterms:
- UK store and strategic programme impairments and other property charges where no tax relief is available 39 85
- International store closures and impairments - (1.0)
- Other strategic programme income and expenses that are not taxable or allowable for tax purposes 2.2 55
- Impairment to per una goodwill - 75
— Arortisation arising as a part of the investment in Ocado Retail Limited 6.2 2.7
Current year current tax charge 76.4 39
Represented by:
UK current year current tax 66.8 37
QOverseas curréent year current tax 9.6 0.2

76.4 3.9
UK adjustrments in respect of prior years (1.0) (12.1)
Overseas adjustments in respect of prior years 22 (0.2}
Total current taxation (note 7A) 77.6 (8.4)

B8 EARNINGS PER SHARE

The calculation of earnings per ordinary share is based on earnings after tax and the weighted average number of ordinary shares
inissue during the year

The adjusted earnings per share figures have also been calculated based on earnings before adjusting items that are significant
in nature and/or quantum and are considered distortive to underlying results {see note 5), These have been presented to provide
shareholders with an additional measure of the Croup's year-on-year performance.

For diluted earnings per share, the weighted average number of ordinary shares inissue is adjusted to assume conversion of all dilutive
potential ordinary shares. The Group has four types of dilutive potential ordinary shares, being: those share options granted to
employees where the exercise price is less than the average market price of the Company’s ordinary shares during the year; unvested
shares granted under the Deferred Share Bonus Plam unvested shares granted urnder the Restricted Share Plan; and unvested shares
within the Performance Share Pian that have met the relevant performance conditions at the end of the reporting period.

Details of the adjusted earnings per share are set out below.

2022 2021

£m £

Profit/(loss) attributable to equity shareholders of the Company 306.6 (198.0)
Add/(less):

Adjusting items (see note %) 131.2 2597

Tax on adjusting items (12.6) (33.5)

Profit before adjusting items attributable to equity shareholders of the Company 425.2 282
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8 EARNINGS PER SHARE CCNTINUED

Miltion Million
Weighted average number of ordinary shares in issue 1,958.1 1,9535
Potentially dilutive share options under Group's share option schemes! 73.0 150
Weighted average number of diluted ordinary shares 2,031.1 1,968.5
1 Inthe prior year, the potentially dilutive share aphions are only considered inrelation to adjusted diluted earmngs per share as the Group made a basic loss per share

Pence Pence
Basic earnings/(loss} per share 15.7 (10.1)
Diluted carnings/(loss) per share 15.1 (101)
Adjusled basic earnings per share 21.7 14
Adjusted diluled earnings per share 20.9 4

9 DIVIDENDS

At the full-year results in May 2021, the Board announced that payment of a dividend in the 2021/22 financial year would be unlikely
as we focus on restering sustainable profitability and recovering the balance sheet towards metrics consistent with investment grade.

Consistent with that announcement, the Board does not expect to pay a dividend this financial year.

10 EMPLOYEES

A. Aggregate remuneration
The aggregate remuneration and associated costs of Group employees (including Executive Commitiee) were:

2022 2021
Total Totai
£m £m

Wages and salaries 1,256.0 12103
Social security costs 84.6 995
Pension costs 69.0 713
Share-based payments (see note 13) 30.2 193
Employee welfarc and other personnel costs 54.1 437
Capitalised staffing costs {6.4) {6.4)
Total aggregate remuneration’ 1,487.5 14377
1 Excludes amounts recogn.sed withun adjusting terms of £01m {last year £1004rm) (see notes 3 and 5)
Details of key management compensation are given in nole 28.
B. Average monthly number of employees

2022 2021
UK stores
- management and supervisory categories 4,570 4,870
- other 51,585 54076
UK head office
- management and supervisory categories 3,275 2,548
- other 660 749
UK cperations
- management and supervisory categories 124 117
— other 1,667 1,607
Overseas 5,205 5578
Total average number of employees 67,086 69,8465

The average number of full-time equivalent employees is 47,108 (last year: 49,177}

11 RETIREMENT BENEFITS

The Group provides pensien arrangements for the benefit of its UK employees through the Your M&S Pension Saving Plan (a defined
contribution ("DC™) arrangernent) and prior to 2017, through the Marks & Spencer Pension Scheme (“UK DB Pension Scheme™) a defined
benefit ("B} arrangement).

The legacy UK DB Pension Scherme operated on a final pensionable salary basis and 1s governed by a Trustee board which is independent
of the Croup. The UK DB Pension Scheme closed to future accrual on 1 April 2017. There will be no further service charges relating to
the scheme and no future monthly employer contributions for current service. At year end, the UK DB Pension Scheme had no active
members (last year: nil), 51,444 deferred members (last year: 53,674) and 53,270 pensioners (last year: 52,794).
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11 RETIREMENT BENEFITS CONTINUED

The DC planis a pension plan under which the Croup pays contributions to an independently admiristered fund. Such contributions
are based upon a fixed percentage of employees' pay. The Croup has no legal or constructive obligations to pay further contributions
to the fund once the contributions have been paid. Members' benefits are determined by the amount of contributions paid by the
Group and the member, together with the investment returns earned on the contributions arising from the performance of each
individual's investments and how each member chooses 1o receive their retirement benefits. As a result, actuarial risk (that benefits
will be tower than expected) and investment risk (that assets invested in will nat perform in line with expectations) fall an the
employee. At the year end, the DC arrangement had some 46,560 active members (last year: 46,191) and some 45,778 deferred
members (last year: 40,604).

The Croup also operates a small legacy funded DB pension scheme in the Republic of Ireland. This scheme closed to future accrual on
31 October 2013. Other retirement penefits also include a UK post-retirement healthcare scheme and unfunded retirement benefits.

The total Group retirement benefit cost was £559m {last year: £23.8m). Of this, income of £8.8m (last year: income of £43.3m) relates
to the UK DB Pension Scheme, costs of £62.0m (last year: costs of £64.0m) to the UK DC plan and costs of £2.8m (last year. costs of
£3.2m) to other retirement benefit schermes.

The Group considers two measures of the pension deficit. The accounting position is shown on the Group balance sheet, The funding
position, calculated at the tricnmial actuarial valuation, is used Lo agree contributions made to the schemes. The two measures will
vary because they are for different purposes, and are calculated at different dates and in different ways. The key calculation difference
is that the funding position considers the expected returns of scheme assets when calculating the liability, whereas the accounting
position calculated under 1AS 19 discounts lLiabilities i1s based on corporate bond yields.

The most recent acluarial valuation of the UK DB Pension Scheme was carried out as at 31 March 2018 and showed a funding surplus
of £652m. This is an improvement on the previcus position at 31 March 2015 (statutory surplus of £204m), primarily due to lower assumed
life expectancy. The Company and Trustee have conflirmed, in tine with the current funding arrangement, that no further contributions
will be required to fund past service as a result of this vatuation (other than those already contractually cormmitted under the existing
Marks and Spencer Scollish Limited Partnership arrangement s - see note 12). We continue to work constructively with the Trustees of
the UK DB Pension Scheme with regard to agreeing the triennial actuarial valuation of the scheme as at 31 March 2021, Consequently,
the resulls of the valuation are not yet finalised, although it is lkely that there will continue to be a surplus.

By funding its DB pension schemes, the Group is exposed to the risk that the cost of meeting its obligations is higher than anticipated
This could occur for several reasons, for example

— Invesiment returns on the schemes assets may be lower than anticipated, especially if falls in asset values are not matched by
similar falls in the value of the schemes liabilities,

~ The level of price inflation may be higher than that assumed, resulting in higher payments from the schemes.

— Scheme members may live longer than assumed, for example, due 1o advances in healthcare Members may also exercise {or not
exercise) options in a way that leads to increases in the schemes’ lizbilities; for example, through early retirement or cornmutation
of pension for cash,

— Legislative changes could also lead to an increase in the schemes' liabilities.

In addition, the Croup is exposed to additional risks through its obligation to the UK DB Pension Scheme via its interest in the Scottish
Limited Partnership (see note 12). In particular, under the legal terms of the Partnership, a default by the Group on the rental payments
to the Partnership or a future change in legislation could trigger earlier or higher payments to the pension scheme, or an increase

i Lhe collateral to be provided by the Group.

With the pensioner buy-in palicies purchased in September 2020, April 2019 and March 2018, the Schemce has now, in total, insured
around 80% of the pensicner cash flow liabilities for pensions in payment. The buy-in policies cover specic pensioner Labilities and
pass all risks te an insurer in exchange for a fixed premium payment, thus reducing the Group's exposure to changes in longevity,
interest rates, inflation and other factors.

A, Pensions and other post-retirement liabilities

2022 2021
£m Em

Total market value of assets 10,090.7 10,4429
Present value of scheme liabilities (9,046.8) 19,803.7)
Net funded pension plan asset 1,043.9 639.2
Unfunded retirement benefits {2.6) (3.8)
Post-retirement healthcare {3.1) (4.0)
Net retirement benefit surplus 4,038.2 6314
Analysed in the statement of financiat position as:

Retirement benefit asset 1,043.9 639.2
Retirerment benefit deficit (5.7) (7.8)
Net retirement benefit surplus 1,038.2 631.4
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In the event of a plan wind-up, the pension scheme rules provide M&S with an unconditional right te a refund of surplus
asscts assuming the full settlement of plan Labilities. In the ordinary course of business, the Trustee has no right to wind up or
change the benefits due to members of Lthe scheme. As a result, any net surplus in the UK DB Pension Scheme is recognised in full.

B. Scheme assets
Changes in the fair value of the scheme asscts are as follows:

2022 2071

£m £m
Fair value of scheme assets at start of year 10,442.9 10,6538
Interest income based on discount rate 204.4 2549
Actual return on scheme assets excluding amounts included in net interest income’ (213.4) (117.5)
Actuanal loss — asset celling {19.4} —
Employer contributions 41.8 415
Benefits paid {359.3} (379.4)
Administration costs {4.6} (4.3)
Exchange movement {1.7) (6.1)
Fair value of scheme assets at end of year 10,090.7 10,4429
1 Trnie actual return on scherme assets was a loss of £90rn (last year gainof £1374m)
C. Pensions and other post-retirement liabilities
Changes in the present value of retirement benefit obligations are as follows:

2022 2021

£m £m
Present value of obligation at start of year 9,811.5 8,751.2
Current service cost 0.2 0.2
Administration costs 0.2 0.2 -
Past service cost o 10 123
Interest cost 191.2 207.7 g
Benefits paid {359.3) (379.4) v
Actuarial loss/(gain) — experience’ 153.9 (82.6) E
Actuarial loss/(gain) — democgraphic assumptions 89.0 (125) E
Actuarial (gain)/loss - financial assumptions {832.7) 1,332.1 >
Exchange movement {1.5) (6.4}
Present value of cbligation at end of year 9,052.5 98115
Analysed as:
Present value of pension scheme lizbilities 9,046.8 98037
Unfunded pension plans 26 38
Post-retirement healthcare 3.1 40
Present value of obligation at end of year 9,052.5 98115

1 includes Fnil (last year 27 =milossirelating to an equansaton charge reccgrised in 2018719 that was reclassified fram prov siong

The average duration of the defined benefit cbligation at 2 April 2022 is 17.3 years (last year: 19.0 years).
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D. Analysis of assets

The investrent strategy of the UK DB Pension Scheme is driven by its Uability profile, including its inflation-linked pension benefits,

In addition to its interest in the Scottish Limited Partnership (refer to note 12), the scheme invests in different types of bond (including
corporate bonds and gilts) and derivative instruments (including inflation, interest rate, cross-currency and total return swaps) in
arder to align movements in the value of its assets with movements in its tabilities arising from changes in market conditions. Broadly,
Lhe scheme has hedging that covers 103% of interest rate movements and 104% of inflation movernents, as measured on the Trustee's
funding assumptions which use a discount rate derived from gilt yields

The fair value of the total plan assets at the ond of the reporting period for each category is as follows:

2022 2021
Quoted Unquoted Total Quoted Unguoted Total
£m Em £m £m £rn £rn
Debt investments
- GCovernment bonds net of repurchase agreements! 3,482.9 (1,185.2) 2,297.7 3,945.2 (1,4435) 25017
- Corporate bonds 6.0 950.0 956.0 6.4 10366 1,043.0
- Asset-backed securities and structured debt - 365.9 3659 - 256.1 256.1
Scottish Limited Partnership Interest (see note 12) - 193.5 193.5 - 1425 1425
Equity investments
- Developed markets 550.3 - 550.3 4509 - 450.9
- Emerging markets 113.7 ~ 113.7 131 - 131.1
Crowth asset funds
- Global property 54 308.7 314.1 54 2768 2822
— Hedge and reinsurance 25.8 3247 3505 438 299.0 3428
- Private equily and infrastructure 59 223.6 229.5 - 224.1 224.1
Derivatives
- Interest and inflation rate swaps 156 406.9 4225 184 2986 3170
- Foreign exchange contracts and other derivatives - {40.0) (40.0) 932 45 97.7
Cash and cash equivalents 59 168.1 1740 136 1489 1625
Other
- Buy-in insurance - 2,910.0 2,9100 - 31770 3,1770
- Secure income asset funds - 1,121.6 1,121.86 - 10644 1,064 .4
- Other - 150.8 150.8 38.7 211.2 2499
Total? 42115 5,898.6 10,110.1 4,746.7 5,696.2 10,4429

| Repurchase agreements were £1,184 Omn {last year £1.443 5myj

? The difference betweoen the total assets o F10,110 Tm above comparad to £10,0%07m s F19 4m This retates to the cap applied to the Insh DR scheme and therefera the actuarial
gain s not recognised as per IFRIC 14

The fair values of the above equity and debt investments are based on publicly available market prices wherever available Unquoted

investments, hedge funds and reinsurance funds are stated at fair value estimates provided by the manager of Lhe investment or fund.

Property includes both quoted and unguoted investments. The fair value of the Scottish Limited Partnership interest is based on the

expected cash flows and benchmark asset-backed credit spreads. It is the policy of the scheme to hedge a proportion of interest rate

and inflation risk. The scheme reduces its foreign currency exposure using forward foreign exchange contracts

At year end, the UK schemes (UK DB Pension Scheme and post-retirement healthcare) indirectly held 33,210 (last year: 75,223) ordinary
shares in the Company through its investment in UK Equity Index Funds.
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E. Financial assumptions

The financial assumptions for the UK DB Pension Scheme and the most recent actuarial valuations of Lhe other post-retirement
schemes have been updated by independent qualified actuaries to take account of the requirements of IAS 19 Employee Benefits
in order to assess the liabkilities of the schemes and are as follows:

2022 2021

%% %

Rate of increase in pensions in payment for service 2.3-3.6 2.2-32
Discount rate 2.70 200
Inflation rate for Retail Price Index {RPI) 3.70 3.30
Long-term healthcare cost increases 7.70 7.30

F. Demographic assumptions

The UK demegraphic assumptions are mainly in line with those adopted for the last formal actuarial valuation of the scheme
performed as at 31 March 2018. The UK post-retirement mortality assumptions are kased on an analysis of the pensioner mortality
trends under the scheme for the period to March 2018. The specific mortality rates used are based on the VITA lite tables, with future
projections based on up-to-date industry models, paramcterised to reflect scheme data. The life expectancies underlying the
valuation are as follows:

2022 2021

Current pensioners (at age 65) - male 223 222
- female 251 250

Future pensioners — currently in deferred status (at age 65) - male 240 240
- female 26,9 268

G. Sensitivity analysis

The table below surnmarises the estimated impact of changes in the principal actuarial assumptions on the UK DB Pension
Scheme surplus.

2022 2021

£m m
Decrease in scheme surplus caused by a decrease in the discount rate of 0 25% (20.0) (200)
Decrease in scheme surplus causcd by a decrease in the discount rate of 0.50% {(30.0) (3009
Decrease in scheme surplus caused by a decrease in the inflation rate of 0.25% {70.0) (20.0)
Decrease in scheme surplus caused by a decrease in the inflation rate of 0.50% (120.0) (30.0)
Increase in scheme surplus caused by a decrease in Lhe average life expectancy of one year 2700 3000

The sensitivity analysis above is based on a change in one assumption while holding all others constant. Therefore, interdependencies
between the assumptions have not been taken into account within the analysis.

H. Analysis of amounts charged against profits
Amaounts recognised in comprehensive income in respect of defined benefit retirement plans are as follows:

2022 2021
£m m
Current service cost 0.2 0.2
Administration costs 4.8 45
Past service costs - 1.0
Net interest income (13.2) (472)
Total (8.2) {(41.5)
Remeasurement on the nel defined benefit surplus:
Actual return on scheme assets excluding amounts included in net interest income 2134 175
Actuariat loss/(gain) — demographic assumptions 89.0 (125)
Actuarial loss/(gain) — experience!’ 153.9 (82.6)
Acluarial {gain)/loss - financial assumptions (832.7) 1,332.1
Actuarial loss — asset ceiling 19.4 _
Components of defined benefit (income)/expense recognised in other comprehensive income (357.0) 1,3545

1. Includes Erut{last year £2 3miloss) relating to an equacsation charge recegmsed in 2018/19 thal was reclassified fro~ provisions
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12 MARKS AND SPENCER SCOTTISH LIMITED PARTNERSHIP

Marks and Spencer plc is a general partner and the Marks & Spencer UK Pension Scheme is a limited partner of the Marks and Spencer
Scottish Limited Partnership (Lhe “Partnership™). Under the Partnership agrecment, the limited partners have no involvement in the
management of the business and shall not take any part in the control of the Partnership. The general partner is responsible for the
ranagement and control of the Parinership and, as such, the Partnership is consolidated into the results of the Group.

The Partnership holds £1.3bn (last year: £1.4bn) of properties at book value which have been leased back to Marks and Spencer plc.
The Croup retains control over these properties, including the Aexiility to substitute alternative properties into the Partnership. The
first limited Partnership inlerest (held by the Marks & Spencer UK Pension Scheme} previously entitled the Pension Scheme to receive
an annual distribution of £719m untit June 2022 from the Partnership. As a result of the Covid-19 pandemic and the need to preserve
cash, in agreement with the Trustees, only £189m of the June 2020 payment was made, with the remaining £53.0m being deferred.

During the period, the Group and the Pansion Scheme Trustees agreed to amend the distribution datas so that, rather than making
the planned payment of £719m in June 2021 along with the deferred £53 Omn, the Pension Scheme is now entitled to receive £719m
in 2022, £73.0m in 2023 and £54.4m in 2024, The second Partnership interest (also held by the Marks & Spencer UK Pension Scheme)
enlitles the Pension Scherne to receive a further £36 4m annually from June 2017 until June 2031 Al profits gencrated by the
Partnership in excess of this are distributable to Marks and Spencer ple.

The Partnership Liability in relation to the first interest of £192.3m (last year: £193.5m) is included as a financial Lability in the Croup’s
financial statements as it is a transferable financial instrurment and measured at amortised cost, being the net present value of the
futurc expected distributions from the Partnership During the year to 2 April 2022, an interest charge of £4.4m (last year: £49m} was
recognised in the income statement, representing the unwinding of the discount included in this abligation. The first limited Partnership
interest of the Pension Scheme is included within the UK DB Pension Scheme assets, valued at £193.5m {last year: £142 5m)

The second Partnership interest is not a transferable financial instrurment as the Scheme Trustee does not have the right to transfer
it to any party other than a successor Trustee. 1t is therefore not included as a ptan assct within the UK DB Pension Scheme surplus
reported in accordance with IAS 19, Similarty, the associated bability is not included on the Group's staterment of financial position,
rather the annual distribution is recognised as a contribution 1o the scheme each year,

13 SHARE-BASED PAYMENTS

This year, a charge of £30.2m was recognised for share-based payments (last year: charge of £19.3m). Of the total share-based payments
charge, £15 1m ({last year: £9.2m) relates to the Save As You Earn share option scheme and a charge of £6.7m (last year: £1.7e) relates
to the Performance Share Plan. The remaining charge of £8.4m (last year: £8.4m) is spread over the other share plans. In addition,

a charge of £8.6m was recognised in relation to the Annual Benus Scheme for 2021/22 under the Deferred Share Bonus Scheme.
Further details of the operation of the Group share plans are provided in the Remuneration Report.

A. Save As You Earn scheme - £15.1m

The Save As You Earn (“SAYE") scheme was approved by shareholders for a further 10 years at the 2017 Annual General Meeting (AGM).
Under the terms of the scheme, the Board may offer options to purchase ordinary shares in the Company once in each financial year
to those employees who enter into Her Majesty's Revenue & Customs (HMRC) approved SAYE savings contract. The scheme allows
participants to save up to a maximum of £500 (last year: £500) each month, The price at which options may be offered is 80% of the
average mid-market price for three consecutive dealing days preceding the offer date. The options may normally be exercised dunng
the six-month period after the completion of the SAYE contract.

2022 2021
Weighted Weighted
Number of average Nurnber of average
options exercise price optiens exercise price
Outstanding at beginning of the year 119,151,406 994p 53139941 180.7p
Cranted 11,526,149 189.0p 101,466,321 82.0p
Exercised {208,238) 138.2p {556) 151.0p
Forfeited (12,207,656} 1026p (23811474) 155.7p
Expired (7,698,700} 206.5p (11,642,826) 248 7p
Qutstanding at end of year 110,562,961 1009p 119,151,406 99.4p
Exercisable at end of year 11,945 186.8p 7211376 2125p

For SAYE share options exercised during the period, the weighted average share price at the date of exercise was 206.3p {last year: 152.4p).
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The fair values of the options granted during the year have been calculated using the Black Scholes model assuming fhe inputs
shown below:

2022 2021
3-year plan

3-year plan 3-year plan 2020 modified’

Grant date Dec 21 Dec 20 Dec 20
Share price at grant date 235p 103p 103p
Exercise price 189p 82p 151p
Option life in years 3 years 3 years 3 years
Risk-frec rate 0.5% 0.0% 0.0%
Expected valatility 49.3% 456% 45.6%
Expected dividend vield | 0.0% Q0% UU%
Fair value of option 81p 341p 19p
Incremental fair value of opticn n/a n/a 15p

1 levthe prior year, there was a modification to the 2021 scheme relating tc employees cancel ing awards from previous years in substitution for awards g-anted under the 202" scherme
Tne fair value of the modified awards has been amortised basen o~ tne incremental ta rva..e The incremental far va.ueis the differance betwee t=e farr value of the 7021 ophe-s
bei g 3dp, and the fan va.ue o repriced prev ous awards, calcul ated using 2020 award assLmptions, keeping the mibal exercise price consistent The farr vawue of the mzobed
opticns peing 15p for 2021 modii ed options was recognisen in operating loss

Volatility has been estimated by taking the historical volatility in the Company’s share price over a three-year period.

The resulting fair value is expensed over the service period of three years an the assumption that 10% flast year: 10%) of options
will lapse over the service period as employees leave the Group.

Outstanding options granted under the UK Employee SAYE Scheme are as follows:

Number of options Weighted average remaining contractual Lfe (years)

Options granteq’ 2022 2021 2022 2021 Option price
January 2017 - 9,202 - - 250p g
January 2018 5441 4112855 (0.8} 03 251p Z
January 2019 2,399413 3,405,862 0.2 13 238p E
February 2020 8,006,941 12331683 13 2.3 1510 E
February 2021 89,284,282 9,291,804 2.3 33 82p E
February 2022 10,866,834 _ 33 7 1890 7
110,562,961 119,151,406 2.3 3.1 101p @

1 Fer the purpose of the above table the option granted date 15 the contract start date
B. Performance Share Plan’ - £6.7m

The Performance Share Plan ("PSP7) is the primary long-term incentive plan for approximately 160 of the most senior managers
within the Group. It was first approved by sharehotders at the 2005 ACM and again at the 2020 ACM_Under the plan, annual awards,
based on & percentage of salary, may be offered. The exlent to which an award vests is measured over a three-year period against
financial targets, which for 2021/22 included earnings per share ("EPS"), return on capital employed ("ROCE™), Lotal shareholder return
("TSR" and strategic measures. The value of any dividends earnad an the vested shares during the three years may also be paid on
vesting Awards under this plan have been madc in each year since 2005. More information is available in relation to this plan within
the Remuneration Report,

During the year, 19,374,217 shares (last year: 19,777921) were awarded under the plan. The weighled average fair value of the shares
awarded was 155.1p (last year: 101.4p). As at 2 April 2022, 44,534,437 shares {last year: 33,878,325) were outstanding under the plan.

C. Deferred Share Bonus Plan” - £8.8m

The Deferred Share Bonus Plan (*DSBP"} was first introduced in 2005/06 as part of the Annual Bonus Scheme and was approved by
shareholders at the 2020 ACM. it may be operated for approximately 5,000 employees within the Group. As part of the plan, the
employees are required to defer a proporlion of any bonus paid into shares which will be held for three years. There are no further
performance conditions on these shares, other than continued employment within the Croup, and the value of any dividends earncd
on the vested shares during the deferred period rmay also be paid on vesting More information is available in relation to this plan
within the Remuneration Report.

During the year no shares (last year. no shares) have been awarded under the plan in relation to the annual bonus. As at 2 Aprit 2022,
190,596 shares (last year: 422,672) were outstanding under the plan,
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D. Restricted Share Plan’ - £8.2m

The Restricted Share Plan (‘RSP was established in 2000 as part of the reward strategy for retention and recruitment of senior managers
who are vital to the success of the business, and was approved by shareholders at the 2020 ACM. The plan operates for the senior
management team Awards vest at the end of the restricted period (typically bet ween one and three years) subject to the participant
still being in employment of the Comgany on the relevant vesting date The value of any dividends earred on the vested shares during
the restricted period may also be paid on vesting. More information is available in relation to this plan within the Remuneration Report.

During the year, 2,441,809 sharcs (last year: 11,996,948) have been awarded under the plan. The weighted average fair value of the shares
awarded was 158.7p (last year: 124 3p). As at 2 April 2022, 10,368,217 shares (last year: 10,722,919) were cutstanding under the plan.

E. Republic of Ireland Save As You Earn scheme - £0.2m

Sharesave, the Company's Save As You Earn scheme, was introduced in 2009 to all emnployees in the Repubiic of Ireland for a 10-year
period, after approval by sharehoiders at the 2009 ACM and again at the 2019 ACM The scheme is subject to Irish Revenue rules and
allows participants {o save up to & maximum of €500 (last year: €500) each rmonth, The price at which options ray be offered is 80%
of the average mid-market price for three consecutive dealing days preceding the offer date. The options may normally be exercised
during the six-manth period after the completion of the SAYE contract

During the year, no options were granted (last year: 1,409,129 were granted at a fair value of 33.7p). As at 2 April 2022, 1,195,159 options
{last year: 1,846,589) were outstanding under the scheme,

F. Marks and Spencer Employee Benefit Trust

The Marks and Spencer Employee Benefit Trust (Lhe “Trust™ holds 264,779 (last year: 527,116) shares with a book value of £0m (last year.
£01m) and a market value of £0.4m {last year: £0.8m). These shares were acquired by the Trust through a combination of market purchases
and new issues and are shown as 2 reduction in retained earnings in the consclidated statement of financial position. Awards are
granted to employees at the discretion of Marks and Spencer plc and the Trust agrees to satisly the awards in accerdance with the
wishes of Marks and Spencer plc under the senior executive share plans described above. Dividends are waived on all of these shares

G. ShareBuy

ShareBuy, the Company’'s Share Incentive Plan, enables the participants to buy shares directly from their gress salary. This scheme
doos not attract an IFRS 2 charge,

* Allawards both this year and last year were conditional shares For the purposes of calculating the number of shares awarded, the share price used is the average of the mid-market
e for the D catse Ltive dealing disys procodmeg e grant dato
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Computer
Computer  software under
Goodwill Brands software dovelopment Total
£m £m £rm £m £m
At 28 March 2020
Cost 1364 1123 1,495.1 59.7 1,803.5
Accumulated amortisation and impairments (72.4) {1123) (1,187.6} 32.1) (1,404.4)
Net book value 64.0 - 307.5 2756 3991
Year ended 3 April 2021
Opening nel beok value 640 - 3075 276 3991
Additions - 63 0.1 414 178
Transfers and reclassifications - — 447 (44.2) 0.5
Asset Impairments’ (396) - (40.0) - (79.6)
Asset write-offs - - (3.2) - (3.2}
Amaortisation charge - (02) {131.4) - (131.6}
Exchange differcnce (0.7) - (0.3) - (1.0}
Closing net book value 237 61 177.4 248 2320
At 3 April 2021
Cost 135.7 1186 15396 569 1,850.8
Accumulated amortisation, impairments and writc-offs {(112.0) (1125) (1,362.2) (32.1) (1,618.8)
Net book value 237 6.1 177.4 248 2320
Year ended 2 April 2022
Opening net book value 23.7 6.1 177.4 248 232.0
Additions 4.8 0.1 0.9 63.8 69.6
Transfers and reclassifications - - 29.6 {44.6) {15.0} z
Asset write-offs - - {0.6} - {0.6} %
Amoartisation charge - {0.6) {93.0} - {93.6) =
Exchange difference 0.1 - - - Q. 4
Closing net book value 28.6 5.6 114.3 440 192.5 g
At 2 April 2022 g
Cost 140.6 118.7 1,570.1 76.1 1,905.5 @
Accumulaled amortisation, impairments and write-offs (112.0} {(113.1) {1,455.8} (32.1) 1,713.0)
Net book value 28.6 5.6 114.3 44.0 192.5
Cocdwill related to the following assets and groups of cash generating units {CGUs):
Total
per una India Sports Edit Other goodwill
£m Em £m £m £m
Net book value at 3 April 2021 165 6.5 - 0.7 23.7
Additions? - - 4.8 - 4.8
Exchange difference - 0.} - - Q.1
Net book value at 2 April 2022 165 6.6 4.8 0.7 286

I Last year asset impairments of £79 6m made up of £396m charge recorded against per una goodwill, £400m in relation to replaced, retired or decommussioned as part of M52

2 InFebruary 2022, the Group acgured 77 7% of theissued share capital of The Sports Edit Lirmited, a non-lsted cornpany based in England and Wales The Sports Edit Limited 15 a
brand platform specialising in activewear and was acquired for an imitial purchase price of ¥4 5m Goodwill of £4 Bm was recognised on acquisition of the business, with the
acquisition representing a strateqic investrnent opportunity
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GCoodwill impairment testing

Coodwill is not arortised bul s tested annuatly for impairment with the recoverable armount being determined from value in
use calculations.

The goodwill balance relates to the goodwill recognised on the acquisition of per una £16.5m (last year: £16.5m), India £6.6m (last year:
£6.5m), Sports Edit £4.8m (last year: £nil) and other £6.7m (last year: E0.7m).

Coodwill for India is monitored by management at a country level, including the combined retail and wholesale businesses, and has
been tested for impairmeant on Lhat basis.

The per una brand was a definite life intangible asset amortised on a straight-line basis over a period of 15 years. The brand intangible
was acquired for a cost of £80.0m and has been fully amortised. It is held at a net book value of £nil (last year: £nil). The per una
goodwilt of £16.5m is tested for annually for impairment.

The cash flows used for impairment testing are based on the Croup's atest budge! and forecast cash flows, covering a three-year period,
which have regard to historical performance and knowledge of the current market, together with the Group’s views on the future
achievable growth and the impact of committed cash flows. The cash flows include ongoeing capilal expenditure regured to maintain
the store network, but exclude any growth capitalinitiatives not committed.

Cash flows beyond Lhis three-year period are extrapolated using a long-term growth rate based on the Group's current view of achiovable
tong-term growih. The Group's current view of achievable long-terrm growth for per una is 1.6% (Last year: 0.5%), which 15 a reduction
from the overall Croup long-term growth rate of 20% (last year: 1.75%). The Croup's current view of achievabie long-term growth for
India is 5.5% (iast year: 5.9%).

Management estimates discount rates that reflect the current market assessment of the time value of money and the risks specific
to each asset or CGU. The pre-tax discount rates are dertved from the Group's post-tax weighted average cost of capital ("WACC”)
which has been catculated using the capital asset pricing model, the inputs of which include a courtry risk-free rate, equity risk
premium, Group size premium and za risk adjustment (beta). The post-tax WACC is subsequently grossed up to a pre-tax rate and
was 10.8% for por una (last year: 11.0%} and 11.3% for India (last year: 12.9%).

Management has performed scnsitivity analysis on the key assumptions in the impairment model using reasonably possible changes
in these key assumptions, both individually and in comibination. Management has considered rcasonably possible changes in key
assurnptions that would cause the carrying amounts of goodwill or brands {© exceed the value in use for each asset

For both per una and india respectively, there are no reasonably possible changes in key assumplions that would lead to an impairment
and the assumptions do not give rise to a key source of estimation uncertainty.
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15 PROPERTY, PLANT AND EQUIPMENT

The Group's property, plant and equipmenl of £4,902.3m (last year: [5,058.6m) consists of owned assets of £3,486.5m (last vear: £3,562.6rm)
and right-of-use assets of £1,415.8m (lasl year: £1,496.0m).

Property, plant and equipment - owned

Fixtures, Assetsn the
Land and fittings and course of
buildings equipment construction Total
frm Em £m £m

At 28 March 2020
Cost 28875 5,457.1 1380 848256
Accumulated depreciation, impairments and write-offs (720.1) {3,880.6) (18.0) (4618.7)
Net book value 21674 31,5765 1200 3,8639
Year ended 3 April 2021
Opening net book value 21674 15765 1200 3,8639
Additions 38 186 92.1 1145
Transfers and reclassifications 72 157.0 {162.6) 16
Impairment reversals 369 362 - 731
Impairment charge (73.2) (48.7) - {121.9)
Asset write-offs (29.8) (17 4} 0.1) (47.3)
Depreciation charge (83.3) (2285) - (311.8)
Exchange difference (6.6} (2.8) 0.1 {9.5)
Closing net book value 2,0224 1,4909 4973 3,5626
At 3 April 2021
Cost 2,809.9 5,450.2 675 8,3276
Accumulated depreciation, impairments and write-offs (7875) (3,959.3) (182) (4,7650)
Net book value 20224 1,480.9 493 3,5626 g
Year ended 2 April 2022 z
Opening net book value 20224 1,490.9 49,3 35626 g
Additions 0.9 17.7 238.0 2566 E
Transfers and reclassifications 3.0 175.8 {164.3} 14.5 §
Disposals (15.9) (1.9) - {17.8) g
Impairment reversals 34.5 276 - 62.1 ®
Impairment charge {57.6) (31.4) - (89.0}
Assel write-offs 0.9 {11.4) - {10.5)
Depreciation charge {34.2) (256.1) - {290.3)
Exchange difference (1.7) - - (1.7}
Closing net book value 1,952.3 1,411.2 123.0 3,486.5
At 2 April 2022
Cost 2,764.2 5,275.7 141.2 B,181.7
Accumulated depreciation, impairments and write-offs {812.5) (3,864.5) (18.2) (4,695.2)
Net book value 1,952.3 1,411.2 123.0 3,486.5

Asset write-offs in the year include assets with gross book value of £383 3m {last year: £67 4m} and £nil {last year: £nil) net book value
that are no longer in use and have therefore been retired.
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15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Right-of-use assets

Set ocut below are the carrying amounts of right-of-use assets recognised and the movements during the period:

Right-of-use assets

Fixtures,

tand and fittrngs and

buldings equipfrent Fuotat

£m £m £rn

As at 28 March 2020 15711 592 1,630.3
Additions 372 13.1 50.3
Transfers and reclassificgtions 03 - 03
Disposals (55) 0.2 (53)
Irpairrment reversals 369 — 369
Impairment charge (52.7) - (52.7)
Depreciation charge (1320) (21.1) (153.1)
Exchange differecnce (106) {0.1) (10.7)
As at 3 April 2021 1,444.7 51.3 1,496.0
Additions 72.7 17.9 90.6
Transfers and reclassifications 05 ~- 0.5
Disposals (7.7 (0.2} (7.9}
Impairment reversals 28.9 - 28.9
Impairment charge (25.4) - {25.4)
Depreciation charge (146.2) {21.6) (167.8)
Exchange difference 0.9 - Q.9
As at 2 April 2022 1,368.4 47.4 1,415.8

Impairment of property, plant and equipment and right-of-use assets

For impairment testing purposes, the Group has deterrmined that each store is a separate CGU, with the exception of Cutlets stares,
which are considered together as one CGU. Click & collect sales are included in the cash flows of the relevant CGU.

Each CCu is tested for impairment at the balance shect date if any indicators of impairment and impairment reversals have been
identified. Stores identified within the Group’s UK store estate programme are automatically tested for impairment (see note 5).

The value in use of each CGU s calculated based on the Croup's latest budgel and forecast cash flows, covering a three-year period,
which have regard 1o historic performance and knowledge of the current market, together with the Group's views on the future
achievable growth and the impact of committed initiatives. The cash flows include ongoing capital expenditure required (o mantain
the store network, but exclude any growth capitalinitiatives not committed. Cash flows beyond this three-year period are
extrapolated using a long-term growth rate based on management’s future expectations, with reference to forecast CDP growth.
These growth rates do not exceed the long-term growth rate for the Group’s retall businesses in the relevant territory. If the CGU
relates to a store which the Croup has identified as part of the UK store estate programme, the value in use calculated has been
maodified by cstimation of the future cash flows up to the point where 1t is estimated that trade will cease and then estimation of the
tirming and amount of costs associated with closure as detailed fully in note 5.

The key assumptions in the value in use calculations are the growth rales of sales and gross profit margins, changes in the operating
cost base, long-term growth rates and the risk-adjusted pre-tax discount rate. The pre-tax discount rates are derived from the Croup's
weighted average cost of capital, which has been calculated using the capitat asset pricing model, the inputs of which include a
country risk-free rate, equity risk premium, Group size premium and a risk adjustment (beta). The pre-tax discount rates range from
9.8% to 15.8% (last year: 8.9% to 14.0%). If the CGU relates to a store which the Group has identified as part of the UK store estate
programme, the additional key assumptions in the value in use calculations are costs associated with closure, the disposal proceeds
from store exits and the timing of the store exits,
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15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Impairments — UK stores excluding the UK store estate programme

During the year, the Croup has recognised an impairment charge of £69m and impairment raversals of £63.4m as a result of UK store
impairment testing unrelated to the UK store estate programme (Last year: impairment charge of £66.4m and impairment reversals
of £64.5m). Impairment charges of £2.9m and impairment reversals of £62.4m have been recognised within adjusting items (see note 5).
The remaining £4.0m impairment charge has been recognised in operating profit before adjusting items as it relates to stores not
previously impaired. The impaired stores were impaired to their 'value in use’ recoverable amount of £371m, which is their carrying
value at year end. The slores with impairment reversals were written back to their ‘value in use’ recoverable amount of £302.3m.

For UK stores, when considering both impairment charges and reversals, cash flows beyond the three-year period are extrapolated
using the Croup's current view of achievable long-term growth of 2.0%, adjusted to 0% where management believes the current
trading performance and future expectations of the store do not support the growth rate of 2.0%. The rate used to discount the
forecast cash flows for UK stores is 9.8% (last ycar: 89%).

As disclosed in the accounting policies (note 1}, Lhe cash flows used within the impairment model are based on assumptions which
are sources of estimation uncertainty and small movemenits in these assumptions could lead to Further impairments. Management
has performed sensitivity analysis on the key assumptions in the impairment model using reasonably possible changes in these key
assumptions across the UK store portfolio.

A reduction in sales of 5% from the three-year plan in year 3 would result in an increase in the impairment charge of £22.8m and

a 25 basis point reduction in gress profit margin from year 3 onwards would increase the impairment charge by £2.5m. In combpination,
a 1% fall in sales and a 10 basis point fallin gross profit margin would increase the impairment charge by £4.7m. A 50 basis point
increase in the discount rate would increase the impairment charge by £6.0m. Reducing the long-term growth rate to 0% across all
stores, would not result in a significant increase to the impairment charge, either individually or in combinatiorn.

A reduction in sales of 5% from the three-year plan in year 3 would result in a reduction in the reversal of £17.2m and a 25 basis point
reduction in gross profit margin from year 3 onwards would result in a reduction in the reversal of £1.1m. In combination, a 5% fall in
sales and a 25 basis point fall in gross profit margin would reduce the reversal by £19.0m. A 50 basis point increase in the discount rate
would reduce the roversal by £3.3m. Reducing the long-term growth rate to 0% across all stores, would not result in a significant
decrease to the reversal, eitber individually or in combination.

Impairments - UK store estate programme

During the year, the Croup has recegnised an impairment charge of £1075m and impairment reversals of £276m relating to the
on-geing UK store estate programme (last year: impairment charge of £1079m and impairment reversats of £36.7m). These stores
were impaired to their ‘value in use’ recoverable amount of £376.7m, which is their carrying value at year end. The impairment charge
relates to the store closure programme and has been recognised within adjusting items (see note 5} Impairment reversals predominantly
reflect improved trading expectations compared to those assumed at the end of the prior year.

Where the planned closure date for a store is ocutside the three-year plan period, no growth rate is applied. The rate used to discount
the forecast cash flows for UK stores is 9.8% (last year: 8.9%).
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As disclosed in the accounting policies {(note 1), the cash flows used within the impairment models for the UK store estate programme
are based on assumptions which are sources of estimation uncertainty, and small movements in these assumptions could lead Lo
further impairments. Managernent has performed sensitivity anatysis on the key assumptions in the impairment model using
reasonably possible changes in these key assumptions across the UK store estate programme.

A delay of 12 months in the probable date of each store exit would result in a decrease in the impairment charge by £37.8m. A 5%
reduction in planned sales in years 2 and 3 {where relevant) would result in an increase in the impairment charge by £14.2m. Neither
a b0 basis paint increase in the discount rate, a 25 basis point reduction in management gross margin during the pericd of trading,
nor a 2% increase in the costs associated with exiting a store would result in a significant increase to the impairment charge,
individually or in combinaltion with the other reasonably possible scenarios considered.

Impairments - International stores
During the prior year, the Croup recognised an impairment reversal of £8 8m in Ireland as a result of store impairment testing.
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16 OTHER FINANCIAL ASSETS

2022 2021
£m £m

Non-current

Other investments? 45 -

Unlisted equity investments? - 97

Current

Other investments? 17.6 184

1 Includes £3 1m ((ast year Enil) of venture capital investrents managed by True Capital Lirmited.
2 The Group has recogrused aloss on disposal of its unbisted equity investment of £3 /m (last year £nif) n other comprehensive Income
3 Includes £8 8m (tast year £9 2rn) of money market deposits held by Marks and Spencer plc inan escrow account

The Group irrevocably designated unlisted equity investments at fair value through other comprehensive incorne. Other financial
assets are measured at fair value with changes in their value taken to the income statement.

17 TRADE AND OTHER RECEIVABLES

2022 2021
£m £m
Non—-current
Trade recevables 0.1 01
Lease receivables - net 74.7 628
Other receivables 33 2.1
Prepayments 1925 1964
270.6 261.4
Current
Trade receivables 103.0 109.8
Less: provision for impairment of receivables (4.8) (3.7)
Trade receivables — net 98.2 106.1
Lease receivabkles - net 0.8 —
Other receivables 27.2 305
Prepayments 76.8 5389
Accrued income 4.1 191
2171 209.6

The directors consider that the carrying amount of trade and other reccivables approximates their fair value. The Croup’s assessment
of any expected credit losses is included in note 21B. Included in accrued income is £7.7m (last year: £5.7rm) of accrued supplier income
relating to rebates that have boen earned but not yet invoiced. An amount of supplier income that has been invoiced but not yet
scetiled against future trade creditor balances is included within trade creditors, where there is a right to offset.

The Croup entered into finance leasing arrangements as a lessor for surplus office space in the Merchant Sguare building in London,
which is sublet for the remaining duration of the lease.

The maturity analysis of the Group's lease receivables is as follows:

2022 2021

£m f£m
Timing of cash flows
Within one year 48 438
Botween one and two years 4.7 4.8
Between two and three years 4.7 4.7
Between threc and four years 6.1 47
Between four and five years 7.8 6.1
More than five years 1211 1289
Total undiscounted cash flows 149.2 1540
Effect of discounting (73.7) (79.3)
Present value of lease payments receivable 755 747
Less: provision for impairment of receivables - (11.9)
Net investment in the lease 75.5 628

Included within trade and other receivables i1s £1.1m (last year: £nil) which, due to non-recourse factering arrangements in place, are held
within a “hold 1o collect and sell” business model and are measured at FYQCH
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18 CASH AND CASH EQUIVALENTS

Cash and cash equivalents are £1,1979m (last year: £674.4m). The carrying amount of these assets approximates Lheir fair value.

The effective interest rate on short-term bank deposits is 0.7% (last year: 0.1%). These deposils have an average malurity of 39 days
{last year: 5 days).

19 TRADE AND OTHER PAYABLES

2022 2021
£m £m
Current

Trade payables 732.8 624.8
QOther payables 5235 466.7
Social security and cther taxes 59.1 46.8
Accruals 595.2 4075
Deferred income 50.3 532
1,960.9 1,5990

Non-current
Other payables 174.4 179.2
Deferred income 13.8 131
1882 1923

Included within current other payables is £nil (last year: £33.6m) and non-current other payables is £172.6m (last year: £178.4m)
of contingent consideraticn relating to the investment in Qcado Retail Limited. See note 21D for further details.

A contract liability arises in respect of gift cards and voucher schemes as payment has been received for a3 performance cbligation
which will be performed at a later point in time. Included within trade and olther payables are gift card/voucher scherme labilities:

2022 2021

£m £m

Opening balance 194.4 180.8
Issues 404.2 3632
Realeased to the income statement (412.8) (3496)
Closing balance 185.8 1944

The Group operates a number of supplier financing arrangements, under which suppliers can obtain accelerated settlement on
invoices from the finance provider. This is a form of reverse factoring which has the objective of serving the Croup’s suppliers by
giving them carly access to funding. The Group settles these amounts in accordance with each supplier's agreed payment terms.

The Group is not party to these financing arrangements and the arrangements do not permit the Croup to obtain finance from

the provider by paying the provider later than the Group would have paid its supplier. The CGroup does not incur any interest towards
the provider on the amounts due to the suppliers. The Croup therefore discloses the amounts factored by suppliers within trade
payables because the nature and function of the financial liability remain the same as those of cther trade pavables.

The payments by the Croup under these arrangerents are included wilhin cperating cash flows because they continue to be part
of the normal operating cycle of the Group and their principal nalure remains operating - i.e. payments for the purchase of goods
and services.

At 2 April 2022, £3300m (last year: £272.6m) of trade payables were amounts owed under these arrangerments. During the year
the maximum facility available at any one time undcr the arrangement s was £404.1m (Last year: £305.0m).
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20 BORROWINGS AND OTHER FINANCIAL LIABIUITIES

2022 2021
£m £m
Current

Bank loans and overdrafts - 4.7
Lease liabilities 2002 2194
6.125% £400m Medium Term Notes 2021 - 1635
Interest accrued on Medium Term Notes 47.0 452
2472 4328

Non-current
3.00% £300m Medium Term Notes 2023! 299.1 2985
4.75% £400m Medium Term Notes 2025' 409.4 4122
3.75% £300m Medium Term Notes 2026’ 298.6 298.3
3.25% £250 Medium Term Notes 2027 2483 2480
7 125% US$300m Medium Term Notes 2037 1923 1922
Revaluation of Medium Term Notes® 3438 242
Lease liabilities 20785 2,1865
3,561.0 36599
Total 3,808.2 40827

1 These notes are 1ssuad under Marks and Spencer plcs # 3bn Euro Mediumn Term Note programme and all pay interest annually

7 The Croup occasionally enters into interest rate swaps to manage interest rate exposure At year end, £105m {last year £13 6my of fair value adjustment for terminated hedges to be
amortised over the remaning debt maturity

2 Interest on these bonds 1s payable semi-annually

4 US$E300m Medium Term Nzte exposure swapped Lo sterling (ixec-to-fixed cross currercy nterest rate swaps)

5 Revalusation consists of foreign exchange toss on revaluation of the 7125% US$$300m Medium Term Notes 2037 of £34 8m (lasl year £24 2rm)

Leases
The Croup leases various stores, offices, warehouses and cquipment with varying terms, escalation clauses and renewal rights.

The Croup has certain leases with lease terms of 12 months or less and leases of assets with low values. The Croup applies the “short-term
lease™ and “lease of low-value assets” recognition exemptions for these leases.

Set oul below are the carrying amounts of lease liabilities and the movernents during the pericd.

2022 2071

£m £m

Opening lease liabilities 24059 25620
Additions 100.6 483
Interest expense relating to lease liabilities 124.1 133.8
Payments (344.3) (316.7)
Disposals {8.1) (7.8)
Exchange difference 0.5 (13.7)
2,278.7 24059

Current 200.2 2194
Non-current 20785 2,1865

The maturity analysis of lease liakilities is disclosed in note 214,

Future cash cutflows related to the post break clause period included in the lease liability

The Croup holds certain leases that contain break clause options to provide operaticnal flexibility. in accordance with IFRS 16, the Group
has calculated the full lease term, beyond break, to represent the reasonably certain lcase term (except for those stores identified as part
of the UK store estate programme) within the total £2,278.7m of lease liabilities held on the balance sheet

The following amounts were recognised in profit or loss:

2022 2021

Em £m

Expenses relating to short-term leases 59 4.6
Expenses relating to low-value assets 14 1.0
Expenses relating Lo variable consideration 44 25
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21 FINANCIAL INSTRUMENTS

Treasury policy

The Croup operates a centralised treasury function to manage the Group's funding reguirements and financial risks in line with the
Board-approved treasury policies and procedures, and their delegated authorities.

The Group’s financial instruments, other than derivatives, comprise borrowings, cash and liquid resources and various items, such
as trade receivables and trade payables that arise directly from its operations. The main purpose of these financial instruments is
to finance the Croup's operations.

The Croup treasury function also enters into derivative transactions, principally interest rate swaps, cross-currency swaps and forward
currency contracts. The purpose of these transactions is to manage the interest rate and foroign currency risks arising from the
Oroup's operations and financing.

It rerains the Group's policy not to hold or issue financial instruments for trading purposes, except where financial constraints
necessilale e need to liguidate any outstanding investments. The treasury function is managed as a cost centre and does not
engage in speculative trading.

Financial risk management

The principal financial risks faced by the Group are liquidity and funding, counterparty, foreign currency and interest rate risks.
The policies and strategies for managing these risks are summarised on the following pages:

A. Liquidity & funding risk

The risk that the Group could be unable to settle or meet its obligations as they fall due:

- The Croup's funding strategy ensures a mix of funding sources offering sulficient headroom, maturity and flexibility, and cost-
effectiveness to match the requirements of the Group.

— Marks and Spencer plc is financed by a combination of retained profits, bank borrowings, Medium Term Notes and committed
syndicated bank facilitics.

— Operating subsidiaries are financed by a comoination of retained profits, bank borrowings and intercompany loans

During the year, Lhe Group terminated its cornmitted syndicated bank revolving credit facility and entered a new committed
syndicated bank revolving credit facitity of £850.0rm with a current maturity date of 13 June 2025. The new facility contains a financial
covenant, baing the ratic of earnings before interest, tax, depreciation and amortisation; to net interest and depreciation on right-of-
use assels under IFRS 16, The covenant is measured semi-annually. The Group was not in breach of this covenant at the reperting date.

The new revolving credit facility includes four additional sustainability metrics where the margin payable on the facility is adjusted to
reflect the Croup's performance against a number of ESG targets material to the Group's Plan A objectives, The Group was not in
breach of Lthese metrics at the reporting date.
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The Croup also has a number of uncormmitted facilities available to it. At yvear end, thesc amounted to £25m (last year: £25m), all of
which are due to be reviewed within a year. At the balance sheet date, a sterling equivalent of £nil (Last year: £nil} was drawn under the
committed facilities and £nil (last year: £nil) was drawn under the uncommitted facilitics.

In addition to the existing borrowings, the Group has a Euro Medium Term Note programme of £3bn, of which £1.3bn (last year: £1.4bn)
was In issuance as at the balance sheet date. The initial rate of interest is fixed at the date of issue and the Notes are referred tc as
fixed rate borrowings throughout the Annual Report as the coupon does not change with movements in benchmark interest rates.
However, the rate of interest on certain Notes varies both up and down in response to third-party credit ratings (to above/below
Baa3 or above/kelow BBB-) that reflects the relative deterioration or improvement in the Croup’s cost of credit, and the interest
payable on these Notes increases from the next interest payment date following a relevant credit rating dewngrade. As the original
contractual terms of these Notes provide for changes in cash flows to be reset to reflect the relative detenoration or improverment in
the Group's cost of credit, the Croup considers these Notes to be floating rate instruments when determining amortised cost under
IFRS @ and conseqguently the Group applied IFRS 9 paragraph B5.4.5, which requires no adjustment to the carrying amount of the
liabilities or immediate impact on profit and loss. If the Croup had determined these Notes to be fixed rate instruments, the Notes
would be remeasured to reflect the revised cash flows discounted at the originat effective rate. This would result in initially a higher
interest expense to profit or toss, offset by lower Interest charges subsequently, when compared to the Croup's treatrment.

As part of the Ocado Retail Limited investment, Ocado Retail Limiled entered into a £30m, three-year revolving credit facility.
Along with Ocado Croup Ple, the CGroup has provided a parent guaraniec 1o cover 50% of the £30m revolving credit facility provided
by BNPP to Ocado Retail Limited.
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The table below summarises the contractual maturity of the Group's non-derivative financial liabiities and derivatives, excluding trade
payables, other payables and accruals. The carrying value of all trade payables, other payables {excluding contingent consideration
payable) and accruals of £1,853.3m (last year: £1,466.2m) is equal to their contractual undiscounted cash flows (see note 19) which are
due within cne year. Contingent consideration (sce the fair value hierarchy section within note 21} of £nil {last year: £33.7m) is expected to
become payable within one year and £190.8m (last year: £190.8m) belween two and five years.

Partnership

Liakbality to the Toral
Marks & Spencer borrowings
Bank loans UK Pension and cther Cash Cash Totat
and Medium Lease Scheme financial inflow on outflow on dervative
Gverdrafts Terrm Notes liabilties' (note 12) tabilities derivatives’ derivatives’ tabilities
£m £m £m £m £m £m m fm
Timing of cash flows
Within one year (4.7) {244.8) (326.3) (1249) {700.7) 1,492.9 {1,586.8) {93.9)
Between one and two years - {748} (289.1) (71.9) {435.8) 162.7 (164.4) (1.7}
Between two and five years - (898.8) (754.6) - (1,653.4) 4865 (43.8} 2.7
tare than five years - (287.7) {3,293.2) - {43809 4040 {3686) 354
Total undiscounted cash flows (4.7) {2,206 1) (4,663.2) (196.8) (7,070.8) 2,106.1 {2,163 .6) (57.5)
Effect of discounting - 5240 22573 33 27846
At 3 April 2021 (4.7) {1.682.1) (2.405.9) (193.5) (4,286.2)
Timing of cash flows
Within one year - (75.5) {313.2) (71.9) (460.6) 330.2 (333.6) {3.4)
Between one and lwo years - (375.5) (279.3) (73.0) (727.8) 30.9 (31.1) (0.2}
Between fwo and five years - {864.3) {786.0) (54.4) {1,704.7) - - -
More than five years - {668.4) (3,082.1) - {3,750.5) - - -
Total undiscounted cash flows - {1,983.7) (4,46Q.6) {199.3) (6,643.6) 361.1 (364.7) {3.6)
Effect of discounting - 454.2 2,181.9 7.0 2,643.1
At 2 April 2022 - {1,529.5) (2,278.7} {192.3) (4,000.5)

Total undiscounted lease payments of £766 Zm reliating te the period post break clause, and the earliest contractual lease exit pont, are included in lease Labilities These undiscounted

lease payments should bo excluded when dotermining the Croup's contractualindebtedness under these leases, where there s 2 contractual nght to break Furtherrnore, £155 2m of these
payments relateto leases where, following the break clause the Group will have the ability to exit the lease 3t any point betore the lease expiry wilh a maximum of six months notice

2 Cashinflows ond outtlows o<1 derivative iInstrumaenss that reguire gross settleent (such as cross-currency swaps and forward foreign ex.~angze contracts) are disclosed qross
Cashinflows and outflows o~ derivative instruments that sotele 57 a net basis are disclosed net

B. Counterparty risk

Counterparty risk exists where the Croup can suffer financial loss through the default or non-performance of the counterparties

wilh whom it transacts,

Exposures are managed in accordance with the Croup treasury policy which limits the value that can be placed with each approved
counterparty to minimise the risk of loss. The minimum long-term rating for all counterparties is long-term Standard & Poor's (S&P)/
Moody's A-/A3 (BBB+/Baal for commmitted lending banks). in the event of a rating by one agency being different from the other,
reference will be made to Fitch to determine the casting vote of the raling group. In the absence of a Fitch rating, the tower agency
rating will prevail. Limits are reviewed regularly by senior management. The credit risk of these financial instruments is estimated

as the fair value of the assets resulting from the contracts.

The table below analyses the Group's short-term investments and derivative assets by credit exposure excluding bank batlances,

store cash and cash in transit.

Credit rating of counterparty

AAA Al AR A~ A+ A A- BBR- Total

£m £m EFR im Ern [3sd) £rn £m £m

Other investments' - - - 544 1824 2503 4.7 33 4951
Derivative assets? - - - 61 258 07 0.5 - 331
At 3 April 2021 - - - 60.5 208.2 2510 5.2 33 5282
AAA AA. AA A~ A+ A A- BBB+ Total

£m £m £m £m £m £m £m £m £m

Other investments’ e - - 158.5 288.6 462.0 89.0 - 998.1
Dervative assels? - - - - 319 244 8.7 - 65.0
At 2 April 2022 - - - 158.5 3205 486.4 97.7 - 1,063.1

v includes cash on deposit and money market funds held by Marks and Spencer Scottish Limited Partnership, Marks and Spencer pic and Marks and Spencer General Insurance

Excludes cashinhandand in transit of £2174m (last year £1977m)

2 Standard & Poor's eguivalent rating shown as reference to the majonty credit rating of the counterparty fromeither Standard & Poor s, Moody's or Fitch where applicable
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The Croup has a very low retail credit risk due to transactions principally being of high volume, low value and short maturity.

The maximum exposure to credit risk at the balance sheet date was as follows: trade receivables £103 1m (last year: £106.2m), lease
receivakles £75.5m {last year: £62.8m), other receivables £30.5m (last year: £32.6m), cash and cash equivalents £1,1979m (last year:
£674 4m) and derivatives £65.0m (last year: £33.1m).

Impairment of financial assets

The credit risk management practices of the Group include internal review and reporting of the ageing of trade and cther receivables
by days past due by a centralised accounts reccivable function, and grouped by respective contractual revenue stream, along
with laison with the debtors by the credit contrel function.

The Croup applies the (FRS 9 simplified approach in measuring expected credit losses which use a lifcime expected credit loss
allowanee far all trade receivables and lease receivables.

To measure expected credit losses, trade receivables have been grouped by shared credit risk characteristics aleng the lines of
differing revenue streams such as international franchise, food, UK franchise, corporate and sundry, as well as by geographical
location and days past due. In addition to the expected credit losses calculated using a provision matrix, the Group may provide
additional provision for the receivables of particular customers if the deterioration of financial position was cbserved. The Croup's
trade receivables are of very low credit risk due 1o transactions being principally of high volume, low value and short maturity.
Therefore, it also has very low concentration rigk.

The expected loss rates arc determined based on Lhe average wrile-offs as a proportion of average debt over a period of 36 months
prior to the reporting dale. The historical loss rates are adjusted for current and forward-lcoking information where significant.

The Group considers GDP growth, unemployment, sales growth and bankruptcy rales of the countries in which goods are sold to
be the most relevant factors and, where the impact of these is significant, adjusts the historical loss rates based on expected changes
in these factors.

Historical experience has indicated that debts aged 180 days or over are generally not recoverable. The Group has incorporated Lhis

nto the expected loss model through a uniform loss rate for ageing buckets below 180 days, dependent on the revenue stream and
country and providing for 100% of debt aged over 180 days past due. Where the Group specifically holds insurance or holds the legal
right of offset with debtors which are also creditors, the loss provision is applied only to the extent of the uninsured or net exposure.

Trade receivables are written off when there is no reasonable expectation of recovery. Indicatars that there may be no reasonable ,E,
expectation of recovery include the failure of the debtor to engage in a payment plan, and failure to make contractuat payments z
within 180 days past due. B
Impairment losses on trade receivables are prosented as net impairment losses within operating profit, and subsequent recoveries ﬁ
are credited to the same line item. Fé
Upto 181 days jus
30 days 31-60 days 61-00 days 91-180 days or more b
Current past due past due past duc past due past due Totat
As at 3 April 2021 £m £m £ £rn £m £ £m
Gross carrying amount -
trade receivables 950 99 20 0.8 08 13 109.8
Expected loss rate 1.45% 543% 12.88% 1578% 17.06% 100.0% 3.40%
Lifetime expected credit loss 1.4 05 03 0.1 0.1 13 3.7
Net carrying amount G836 9.4 1.7 0.7 Q7 - 1061
Up to 181 days
30 days 31-60 days 61-90 days 91-180 days or more
Current past due past due past due past due past due Total
As at  April 2022 £m £m £m £m £m £m £m
Gross carrying amount -
trade receivables 76.7 15.8 - 1.9 7.5 1.1 103.0
Expected loss rate 2.87% 493% 0.0% 5.72% 7.76% 100.0% 4.63%
Lifetime expected credit loss 2.2 0.8 - 0.7 0.6 1.1 4.8
Net carrying amount 74.5 15.0 - 1.8 6.9 - 98.2
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The closing loss allowances for trade receivabies reconciles to the opening loss allowances as follows:

2022 2021
Trade recevables expected loss provision £m £m
Opening loss allowance 3.7 4.0
Increase/(decrease) In loss allowance recognised in profit and loss during the year 15 (0.3)
Receivables written off during the year as uncollectable (0.4) -
Closing loss allowance 4.8 3.7
The closing loss allowances for lease receivables reconciles to the opening loss allowances as follows:
2022 2021

Lease receivables expected loss provision £m £m
Opening loss allowance 11.9 47
(Decrease)/increase in loss sllowance recognised in profit and loss during the year! (11.9) 7.2
Receivabies written off during the year as uncellectable - -
Closing loss allowance - 119
1 Relales Lo the sublet of provicosly closed offices assacialed wilhibe steal ogre prograryme Lo centralise the Cemun's London Ffead OF e fonctions Bsee note )

The provision for other receivabies is highly immmaterial (it can be guantified) and therefore no disclosure is provided.

C. Foreign currency risk

Transactional foreign currency exposure arises primarily from the import of goods sourced from overseas suppliers and also from the
export of goods from the UK to overseas subsidiaries. The most significant exposure is 1o the US dollar, incurred in the sourcing of
Clothing & Home products from Asia.

Croup Treasury hedges these exposures principally using forward foreign exchange contracts progressively based on dynamic
forecasts from the business. Hedging begins around 14 months ahead of the start of the season, with between 80% and 100% of the
risk hedged eight months before the start of the season, In accordance with the Croup's treasury policy, hedges are entered into by
business line and by season.

Other exposures arising from the export of goods to overseas subsidiaries are also hedged progressively over the course of the year
before they are incurred. As at the balance sheet date, the gross notional value in sterling terms of forward foreign exchange sell or
buy contracts armounted to £1,8365.7m (last year: £1,776.6rm) with a weighed average maturity date of six months {last year: six ronths),

Cains and iosses In equity on forward foreign exchange contracts designated in cash flow hedge relationships as at 2 April 2022 will be
reciassified to the income statement at various dates over the following 15 months (last year: 16 months) from the balance sheet date.

The foreign exchange forwards are designated as cash flow hedges of highly probable ferecast transactions. Both spot and forward
points are designated in the hedge relationship; under IFRS 9 the currency basis spread may be excluded from the hedge relationship
and recognised in cther compreheansive income - cost of hedging reserve. The change in the fair value of the hedging instrument, to
the degree effective, is deferred in equity and subsequently either reclassified to profit or loss or removed from equily and included
in the initial cost of inventory as part of the “basis adjustment”. This will be realised in the income statement once the hedged item is
sold. The Croup has considered and elected not to recognise the currency basis spread element in the cost of hedging reserve, owing
to the relatively short-dated nature of the hedging instruments.

The Groug regularly reviews the foreign exchange hedging partfolio to confirm whether the underiying {ransactions remain hughly
probable. Any identified instance of over-hedging or ineffectiveness would result in immediate recycling to the income statement.
A change in the timing of a forecast item does not disqualify a hedge relationship nor the assertion of “highly probable” as there
remains an economic retationship between the underlying transacticn and the derivative.

The foreign exchange forwards are recognised at fair value. The Group has considered and elected not to apply credit/debit valuation
adjustments, owing to their relatively short-dated nature. The risks at the reporting date are representative of the financial year.

The Group alsc holds a number of cross-currency swaps to designate its fixed rate US dollar debt to fixed rate steriing debt. These
are reported as cash flow hedges. The change in the fair value of the hedging instrument, Lo the degree effective, is retained in other
comprehensive income, segregated by cost and effect of hedging Under IFRS 9 the currency basis on the cross-currency swaps is
excluded from the hedge designation and recognised in other comprehensive income — cost of hedging reserve. Effectiveness is
rmeasured using the hypothetical derivative approach. The contractual terms of the cross-currency swaps include break clauses every
five years which allow for the interest rates {o be reset {last reset December 2017) The hypothetical derivative is based on the original
critical terms and so ineffectiveness may result.
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The cross-currency swaps are recognised at fair value. The inclusion of credit risk on cross-currency swaps will cause incffectiveness
of the hedge relationship. The Group has considered and elected to apply credit/debit valuation adjustments, owing to the swaps’
relative materiality and longer dated nature.

The Croup also hedges foreign currency intercompany loans where these exist. Forward foreign exchange contracts in relzation to the
hedging of the Group's foreign currency intercompany loans are classified as fair value through profit and loss. The corresponding fair
value movernent of the intercompany loan balance resulted ina £0.3m gain (Last year £1 4m gain} in the Income statement. As at the
balance sheet date, the gross notional value of intercompany loan hedges was £166 8m (last year: £172.0m).

After taking into account the hedging derivatives entered into by the Croup, the currency and interest rate exposure of the Croup’s
financial liabilities, excluding short-term payables and the liability to the Marks & Spencer UK Pension Scheme, is set out below:

2022 2021

Fixed rate Floating rate Total Fixed rate Floatmg rate Total
£m £m £fm £1my fm £Em

Currency
Sterling 31,6106 - 3,610.6 3,886.2 4.7 3,8909
Eurc 104.3 - 104.3 958 - 958
Other 93.3 - 93.3 106.0 - 1060
3,808.2 - 3,808.2 4088.0 47 4,092.7

The prior year floating rate sterling borrowings were cash balances classified as overdrafts.

As al the balance sheet date and excluding lease liabilities, post-hedging the GBP and USD fixed rate borrowings are at an average
rate of 5.1% (last year: 53%) and the weighted average time for which the rate is fixed is five years (last year: six years).

During the prior year, the Group closed out all interest rate swaps designated in hedge relzalionships.

D. Interest rate risk
The Croup is exposed to interost rale risk in relation to sterling, US dollar and euro variable rate financial assets and liabilities.

The Croup’s policy is to use derivative contracts where necessary to maintain a mix of fixed and floating rate borrowings to manage
this risk. The structure and maturity of these derivatives correspond to the underlying borrowings and are accounted for as fair value
or cash flow hedges as appropriate.

Al the balance sheet date, fixed rate borrowings amounted to £3,808.2m {last year: £4,088.0rm) representing the public bond issues
and lease liabilities, amounting to 100% (last year: 99%) of tha Group’s gross borrowings.

The effective interest rates at the balance sheet date werce as follows

2022 2021

% %

Committed and uncommitted borrowings N/A N/A
Medium Term Notés 51% 53%
Leases 5.4% 5.4%

The Croup has closely monitored the market and the ocutput from the various industry working groups rmanaging the transition to new
benchrark interest rates. This includes announcements made by LIBOR regulators {including the Financiat Conduct Authority (‘“FCA™)
regarding the transition away from GBP LIBOR to the Sterling Overnight Index Average Rate (*SONIAT). In March 2021, the FCA announced
that it will no longer seek to persuade, or compel, banks to submit LIBOR from 31 December 2021 (for USD LIBOR: 30 June 2023),

Last year, the Group identified all contracts with reference to LIBOR and ensured that these were terminated or amended to specify
the date on which the interest rate benchmark would be replaced, the alternative benchmark rate and the relevant spread adjustment.
Where applicable, fallback language was included to incorporate any future transitions to new benchmark interest rates.

The Croup ne longer holds any financial instruments that reference LIBOR and is therefore not exposed to any liquidity, basis or
accounting risks arising from benchmark reform. All necessary system and operational changes have been made to reference SONIA.
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Derivative financial instruments

The below table illustrates the effects of hedge accounting on the consolidated statement of financial position and consotidated
income statement through detailing separately by risk category and each type of hedge the details of the associated hedging

instrument and hedged item.

3 Aprl 2021

Current

Non-current

Forward foreign

Forward foreign

Forward foreign

exchange exchange Cross-currency exchange

(FX} contracts (FX) contracts swaps (FX) contracts

£m £m £m £m

Hedging risk strategy Cash flow FVTPL Cash flow Cash flow
hedges hedges hedges

Noticnal/currency legs 1,685.9 3338 1935 180.7
Carrying amount assets 32.1 07 - 0.3
Carrying amount (liabilities) (83.9) (2.0 (8.1) (26)
Maturity date 1o Sep 2021 to Jan 2022 to Dec 2037 to May 2022
Hedge ratio 100% n/a 100% 100%
Description of hedged item Highly probable  Inlercompany USD fixed rate Highly probable

transactional loans/depasits baorrowing transactional

FX exposures X exposures
Change in fair value of hedging instrument' (100.2) (1.1 (91.7) {11.8)
Change in fair value of hedged item 1002 125 930 11.8
used to determine hedge effectiveness
Weighted average hedge rate for the year GBP/USD 1.32, - GBP/AJSD 155  GBP/UJSD 1.28,

CBR/EUR] 13 CBP/EURIDZ
Armounts recognised within finance cests in profit and loss — 14 13 -
Balance on cash flow hedge reserve at 3 April 2021 406 - 254 2.2
Balance on cost of hedging reserve at 3 April 2021 = - (5.8) -

2 April 2022
Current Non-current

Forward foreign

Forward foreign

Forward foreign

exchange exchange Cross-currency exchange

(FX) contracts {FX) contracts SWAPS {FX} contracts

£m £m £m £m

Hedging risk strategy Cash flow FVTPL Cash flow Cash flow
hedges hedges hedges

Notional/currency legs 1,536.9 166.8 193.5 162.0
Carrying amount assets 43.0 0.6 18.5 2.9
Carrying amount {liabilities) {2.3) (0.9) - (0.4}
Maturity date to Sep 2022  to May 2022 to Dec 2037 to Apr 2023
Hedge ratio 100%% n/a 100% 100%

Description of hedged item

Highly probable

Intercompany USD fixed rate Highly probable

transactional FX  loans/deposits borrowing transactional

exposures FX exposures

Change in far vatue of hedging instrument 60,1 113 26.7 4.8

Change in fair value of hedged item (60.1) {10.8) (25.4) (4.8)
used ta determine hedge effectiveness

Weighted average hedge rate for the year GBP/USD 1.37; - GBP/USD 1.55 GBP/USD 1.34;

CBP/EUR 1.18 GBP/EUR 1.17

Amounts recognised within finance costs in profit and loss - 0.3 (0.1} -

Balance on cash flow hedge reserve at 2 April 2022 {32.0) - 9.5 25

Balance on cost of hedging reserve at 2 April 2022 - - {5.0} -

1 Last year, the £(11 ))m fair value change represented in the fair vaiue movement of the forward contracts under FYTPL cansisted of economic hedges of certain ntercarnpany
loansfdeposits and forward contracts that were no longer in hedge relationships (total equivalent notwonal £333 8m, current year nit) OF this farr value change, £{10 2)m related to
movements invalid hedge relationships trat de-cesignated a1 the end of the reszect ve financial year a~a werereclas: fiea "o t-e cost of nvertory {current year mil} T- s line alsc
includes the Cash settiements of the derivative positions during each respective year
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2 April 2022 3 April 2021
Netional value Fair value Notional value Fair value
Assets Liabilities Assets Liabilities Assets Lizbrities Assets tiabilities
£Em £m £m £m fm fm fm fm
Current
Forward foreign - cash flow hedges 1,348.8 188.1 43.0 (2.3) 4490 1,136.9 321 (83.9)
exchange contracts - FVTPL 37.2 129.6 0.6 (0.9) 722 2616 07 (12.1)
1,386.0 317.7 43.6 (3.2) 5212 13985 328 (96.0)
Non-current
Cross-currency swaps — cash flow hedges - 193.5 o= .. 188 . - - 1935 - {8.1)
Forward foreign - cash flow hedges 1311 309 29 {0.4) 46.2 1445 03 (2.6)
exchango conlracts
3246 309 214 {0.4) 6.2 3380 03 (10.7)

The Group’s hedging reserves disclosed in the consclidated statement of changes in equity, relate Lo the following hedging
instruments:

Cost of Total
hedging cost of Hedge Hedge Hedge
reserve Deferred hedging reserve FX resefve reserve gilt Deferred  Total hedge
CCIRS' tax reserve dervatives CCIRS locks tax reserve
£m £m £m £m £m £m m £m
Opening balance 29 March 2020 (7.1} 1.4 (5.7) (45.6} {401) 0.1 170 (68.6)
Add: Change in fair value of hedging
instrument recognised in OCI¢ - - - 1222 920 - - 2142
Add: Costs of hedging deferred and
recognised in OC) 1.3 - 1.3 - - - - -
lLess: Reclassified to the cost of inventory - - - (33.9) - - - (339) 2
Less: Reclassified from OCl to profit or loss - - - - (26.5) - - (26.5) Z
Less: Deferred tax - {0.2) (02) - - - (30.4) {30.4) z
W
Closing balance 3 April 2021 {5.8) 12 (46) 427 254 0.1 (13.4) 5428 E
Opening balance 4 April 2021 (5.8) 1.2 (4.6} 42.7 25.4 0.} {13.4) 54.8 Z
Add: Change in fair value of hedging Z
instrument recognised in QC| - - - {65.7) (26.4) - - (92.1) @
Add: Costs of hedging deferred and
recognised in OCI 0.8 - 0.8 - - - - =
Less: Reclassified to the cost of inventory - - - (6.5) - - - {6.5)
Less: Reclassified from OC! to profit or ioss - - - - 10.5 - - 10.5
Less: Deferred tax - Q.2 0.2 - - - 15.7 15.7
Closing balance 2 April 2022 {5.0) 1.4 (3.6) {29.5) 9.5 0.1 2.3 {17.6)

| Cross-currency nterest rate swaps
2 Other comprehensive Income
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During the prior year, the Group closed cut all interest rate swaps designating its GBP fixed debt to floating debt which were reported
as fair value hedges (see note 20 for details of fair value adjustment), At 2 April 2022, the Croup had a deferred fair value adjustment
of £10.5m (last year: £13.6m) in borrowings relating to terminated fair value hedges. The ineffective portion recognised in profit or loss
that arose from fair value hedges amounted to a nil gain or loss as the loss on the hedged items was £nil {last year: loss of £4.4m) and
the gain on the hedging instrurments was £nil {last year: gain of £4.4m).

2022 2021

Movement in hedged items and hedging instruments £m £m
Net gain in fair value of interest rate swap - 44
Net loss on hedged items - (44)
Ineffectiveness - -

The Group holds a number of cross-currency interest rate swaps to designate its USD to GBP fixed debt. Those are reported as cash
flow hedges. The ineffective portion recognised in profit or loss that arises from the cash flow hedge amounts to a £1.3m gain (last year
£1.3m gair) as the loss on the hedged items was £25.4m (last year: £93.0m gain) and the movement on the hedging instruments was
a £26.7m gain (last year: £917m loss). A nil gain or loss (Lasl year nil gain or loss) was recognised in profit or loss as previously realised
ineffectiveness reversed out.

Movement in hedged items and hedging instruments 2052; ZO;nL
Net gain/{loss) in fair value of cross-currency interest rate swap 26.7 (91.7)
Net (loss)/gain on hedged items (25.4) 930
Ineffectiveness 1.3 1.3

Sensitivity analysis

The table below illustrates the estimated impact on the income statement and equity as a result of market moverments in foreign
exchange and interest rates in relation to the Group's financial instruments. The directors consider that a 2% +/- (last year: 2%) moverment
in Interest and a 20% +/- (last year: 20%) movement in sterling against the relevant currency represents a reasonably possible change.
However, this analysis is for illustrative purpases only. The Group believes that these illustrative assumed movernents continue to
provide sufficient guidance.

The table excludes financial instruments that expose the Croup Lo interest rate and foreign exchange risk where such a risk is fully
hedged with another financial instrument. Alsc excluded are trade receivables and payables as these are either sterling denominated
or the foreign exchange risk is hedged.

Interest rates

The impact in the income statement due to changes in interest rates reflects the effect on the Group’s floating rate debt as at the
balance sheet date. The impact in equity reflects the fair value movement in relation 1o the Croup's Cross-currency swaps.
Foreign exchange

The impact from foreign exchange movements reflects the change in the fair value of the Croup’s transactional foreign exchange
cash flow hedges at the balance sheet date. The equity impact shown for foreign exchange sensitivity relates to derivatives. This value
is expected to be materially offset by the re-translation of the relatad transactional exposures.

2% 2% 20% 20%
decrease in ncrease in weakening in strengthening
interest rates interest rates sterling in sterling
£m rm £m £m
At 3 April 2021
Impact on income staterment: (loss)/gain {9.2) 9.2 ~- -
impact on olher comprehensive income: (loss)/gamn (2.1) 4.7 19384 (199.4)
At 2 April 2022
Irmpact on income statement: (loss)/gain {19.2) 19.2 - -
Impact on other comprehensive income: {loss)/gain {4.2) 33 2435 (243.5)
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Offsetting of financial assets and liabilities

The following tables set out the financial assets and financial liabilities which are subject to offsetting, enforceable master nelting
arrangements and similar agreements. Amounts which are offset against financial assets and labilities in the Group's balance shecl
are set out below. For trade and olher receivables and trade and other payables, amounts not offset in the balance sheet but which
could be of fset under certain circurnstances are also sel out. To reconcile the amount shown in the tables below to the statement
of financiat position, items which are not subject to of fsetting should be included.

Net financial Related

assets/ armounts not

(Lakrlities) per offset in the

Gross fimancial  Cross financial staternent of statement of

assets/ {liabilities)y financial financial
(iabilities) assets offset pasition posfion Net
£m Fm £m fm £m

At 3 April 2021

Trade and other receivables 165 (12.8) 3.7 - 37
Derivative Tinancial assets 331 - 33,1 (24.9) 8.2
456 {12.8) 36.8 (24.9) 119
Trade and other payables (257.4) 128 (244.6) - (244.6)
Derivative financial Liabilities (106.7) - (106.7) 249 (81.8)
(364.1) 128 {351.3) 249 (326.4)

Net financial Related

assets/ amounts not
{liabilities) per offset in the

Cross financial Gross financial statement of statement of
assets/ {labilities)y/ financial financial
{liabilities} assets offset position position Net
£m £m £m £m £m
At 2 April 2022 -
Trade and other receivables 27.9 {25.0) 29 - 2.9 S
Derivative financial assets 65.0 - 65.0 {3.4) 61.6 g
929 {25.0) 67.9 (3.4) 645 @
b
Trade and other payables (284.8) 25.0 (259.8) _ (259.8) E
Derivative financial liabilities {3.6) - {3.6) 34 {0-2) @
(288.4) 25.0 (263.4) 34 {260.0)

Arnounts which do not mect the criteria for offsetting on the balance sheet but could be settled net in certain circumstances
principally relate to derivative transactions under International Swaps and Derivatives Association (*ISDA™} agreements where each
party has the aption ta settle ameunts on a net basis in the event of default of the other party.

Fair value hierarchy
The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:

— Level 1" quoted (unadjusted) prices in active markets for identical assets and liabilities. The Group had no Level 1 investments
or financial instrurments.

— Level 2. not traded in an active market but the fair values are based on quoted market prices or alternative pricing sources with
reasonable levels of price transparency. The Croup’s Level 2 financiat instruments include interest rate and foreign exchange
derivatives. Fair value is calculated using discounted cash flow methodology, future cash flows are estimated based on forward
exchange rales and interest rates {from observable rmarket curves) and contract rates, discounted at a rate that reflects the credit
risk of Lhe various counterparties for those with a long maturity.

— Level 3: technigues that use inputs which have a significant effect on the recerded fair value that are not based on observabte
market data.
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Ar the and of the reparting period, the Group held the following financial instruments at far value:

2022 2021
Level 1 Levet 2 Level 3 Total Level | Level 2 Level 3 Total
Em £m £m £m £m £m £m £m
Assets measured at fair value
Financial assets at fair value
through profit or loss (FVTPL)
- derivatives held at FvTPL - 0.6 - 0.6 - 0.7 - 07
- other investments' -~ 176 4.5 22.1 - 184 - 184
Denvatives used for hedging - 654.4 - 64.4 - 324 - 324
Unlisted equity investments? - - - - - - 9.7 97
Liabilities measured at fair value
Financial liabilities at fair value
through profit or loss (FVTPL)
- derivatives held at FVTPL - (0.9) - {0.9) - (12.1) - (12.1)
- contingent consideration® - - {172.6) {172.6) — - (212.0) (2120)
Derivatives used for hedging - (2.7) - {2.7) - {94.8) - (94.6)

There were no transfers between the levels of the fair value hierarchy during the period. There were also no changes made to any
of the valuation techniques during the period.

Witrin Level 3 other investrnents, the Croup hoids £3 1m of venture capital mvestments managed by True Capial timited, rmeasured at FYTPL {last year Eni) (see note 16) which are
Level 3 instruments The fair value of these investments has been determined in accordance with the International Private Equity and Venture Capital (IPEVT) Valuation Guidelines
Where investments are either recently acquired or there have peen recent funding rounds with third parties, the primary input when determining the valualion is the latest
transaction price

The Croup holds £mil inunlisted equity securities measured at fair value through other comprehensive income (last vear £9 7m) (see note 16) which is a Level 3 instrument The fair
value of this investment was determined with reference to the net asset vaiue of the entity m which the investrent was held, which in turn derwved the majority of its nel asset vatue
through a thrrd-party property valuation

As part of theinvestment in Ocado Retall | mited, 8 contingent consideration arrangement was agreed The arrangement comprises three separate elements which onty become
payable on the achievernent of three separate fimaccaland operheral per-formance targets In une 2021, £16 &m was settled, relating za tha ez of The thres targetz inQctober 2021,
£170mwas settled, relsting tc the second target The fina_ target relates to Ocade Retaill imited achieving a specified target level of earmings in the financial year ending November
2023 The maximurn potential undiscounted amount of all future payments that the Croup could be required to make undor the arrengement is £156 3m plus interest of 4%

[N

w

The farr value of the contingent consideration was estimated by applying an appropriate discount rate to the expected future payments. The key assumptions take into consideratmn
the probability of meeting each pe-formance target and the ciscount factor The performance target s b nary and, based on the atest f ve-year olan of Ocada Setail Lirmuted, rs
expected to be met and thercfore tre fair value reflects the fu L drscounted £156 3m ptus Interest, and 1t 1s therefore expectad that £130 §m will becorna payable 1n 2024/25 Should
the target not be rmet, no consideration would be payable Should the discount rate applied be changed, the far value of the contingert congideration would charige, but the amount,
of consideration that would ultimately be pard would not necessarly change A discount rate of 4 2% was used and a 2 0% change in the discount rate would resultm a change m fair
valug of £8 Qm A L% change in the farecast tevel of earnings used to assess the gerfarmance targe: waould natreslt i 3 sigrificant change o far value of the contingent consideraton
Quring the period, £33 8m of contingent considerstion w3s settled and 3 gan of £5 6m recogrises In proht or lass nrelation to the remea<Lremert (see note 5}

The Marks & Spencer UK Pension Scherme holds 2 nurnber of financiat instrurnents which make up the ponsion asset of £10,090.7rm
{Last year: £10,4429m). Level 1 and Level 2 financial assets measured at fair value through other comprehensive income amounted to
£4,998.8rm (last year £5,446.0rm). Additionally, the scherme assets inctude £5091.9rm {last year: £4,9969rn) of Level 3 financial 2ssets.
Sec note 11 for information on the Group's retirement benefits,

The following table represents the changes in Level 3 instruments held by the Pension Schemes:

2022 2071

£m £m

Opening balance 49969 43251
Fair value gain recognised in other comprehensive income 1386 68.3
(Withdrawal)/additional investment (43.6) 603.5
Closing balance 5,001.9 49969

Fair value of financial instruments

With the exception of the Group’s fixed rate bond debt and the Partnership liability to the Marks & Spencer UK Pension Scheme (note 12),
there were no material differences hotween the carrying value of non-derivative financial assets and financial liabilities and their fair
values as at the balance sheet date,

The carrying value of the Group's fixed rate bond debt (Level 1 cquivalent) was £1,482.5m (last year: £1,682 1my); the fair value of this debt
was £1,549.6m (last year: £1,807.6m) which has been calculated using quoted market prices and includes accrued interest. The carrying
value of the Partnership liability to the Marks & Spencer UK Pension Scheme (Level 2 equivalent) is £192 3m {last year £193.5rm) and
the fair value of this liability is £1879m (last year: £185.5m)

Capital policy

The Group's objectives when rmanagng capitat {defined as net debt plus eguity) are to fund investment in the transformation and
repuild balance sheet metrics towards levels consistent with mvestment grade, te safeguard its ability te continue as a going concern
in order tc provide optimal returns for shareholders and to maintain an efficient capital structure Lo reduce the cost of capital.
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21 FINANCIAL INSTRUMENTS CONTINUED

In doing so, the Group's strategy is to rebuild a capital structure commensurate with an investment grade credit rating and Lo retain
appropriate levels of Lquidity headroom to ensure financial stability and flexibility. To achieve this strategy, the Croup regularly monitors
key credit rmetrics such as the gearing ratio, cash flow to net debt and fixed charge cover to maintain this pesition. In addition,

the Croup ensures a combination of appropriate committed shart-term liquidity headroom with a diverse and balanced long-term
debt maturity profile. As at the balance sheet date, the Group's average debt maturity profile was five years (last year: six years).
During the year, the Group maintained credit ratings of Bal (stable) with Moody’s and BB+ (stable} with Standard & Poor's.

In order te maintain or reatign the capital structure, the CGroup may adjust the amcunt of dividends paid to shareholders, return
capital to sharehclders, issue new shares or sell assets to reduce debt,

22 PROVISIONS

Property Restructuring Other Total
£m £m £rn £m
At 29 March 2020 600 126 54 780
Provided in the year — charged to profit or loss 225 105.2 96 1373
Provided in the year — charged to property, plant and equiprnent 259 - - 258
Released in the year (29.8) {7.6) o (37.5)
Utilised during the year (4.6) (81.6) (0.3) (86.5)
Exchange differences - {0.1) - (0.1)
Discount rate unwind 27 - - 2.7
Reclassified to the pension lability - - (2.5) (2.5}
At 3 April 2021 767 285 121 1173
Analysed as:
Current 43
Non-current 742
Property Restructuring Other Total g
Em £m £m £m z
At 4 April 2021 76.7 28.5 121 117.3 E
Provided in the year — charged to profit or loss 235 38.0 6.2 62.7 E
Provided in the year — charged to property, plant and equipment 53 - - 5.3 ;
Released in the year (8.4) (2.8) (3.0) (14.2) g
Utilised during the year (5.1) (28.2) {0.9) {34.2) @
Exchange differences - {0.1) {0.2) (0.3)
Discount rate unwind a8 - - 3.8
At 2 April 2022 958 354 14.2 1454
Analysed as:
Current 53.6
Non-current 91.8

Property provisions relate primarily to obligations such as dilapidations arising as a result of the closure of stores in the UK, as part of
the UK store estate strategic programmae. These provisions are expected to be utilised over the period to the end of each specific lease
(up to 10 years).

Movements in restructuring provisions relate to the utilisation and finalisation of costs associated with the strategic programme to
reduce roles across central support centres, regional management and our UK and Republic of Ireland stores; the historical International
exit strategy; the strategic programme to transition to a single-tier UK distribution network; and costs associated with the decision to
fully exit our Russian franchise operations. Closing provisions retate primarily Lo the strategic programme to transition to a single-tier
UK distribution network, expected to be utilsed over the pericd of closure of sites, and exit cur Russian franchise cperations,
expected to be ulilised within the next year.

Other provisions include amounts in respect of probable lizkilities for employee-related matiers.

Provisions related to adjusting items were £1249m at 2 April 2022 (last year: £100.8m), with a net charge in the year of £48.2m
(last year: £90.1m) (see note b),

Annual Reporl & Financial Statements 2022 175



FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

23 DEFERRED TAX

Deferred taxis provided under Lthe balance sheet Liability rethod using the tax rate at which the balances are expected to unwind
of 19% and 25% as applicable (last year: 19%} for UK differences and local tax rates for overseas differences. Dotails of the changes

to the UK corporation tax rate and the impact on the Croup are described in note 7.

The movements in deferred tax assets and Uabilities (after the offsetling of balances within the same jurisdiction as permitted by
1AS 12 —‘Income Taxes') during the year are shown below.

Deferred tax assets/(liabilities)

Lana and Capiral Other
buitdings allowances in Pension short-term
Temporary excess of tempaorary temporary Totat UK Overseas
differences depreciation differences diffarences deferred tax deferred tax Total
£m £m £m £m £m £m £m
At 29 March 2020 (28.3) 0.2) (398.8) 952 {332.1) (0.3) (332.4)
{Charged)/credited
to income statement (220) 22.8 (7.6} 45 {23) 2.1 (0.2)
Credited/(charged) to equity/
other comprehensive income — - 2577 358 2935 (3.2} 2903
At 3 April 2021 (50.3) 226 (148.7) 1355 (40.9) (1.4} (42.3)
At 4 April 2021 (50.3} 226 (148.7) 135.5 (40.9) (1.4) {42.3)
(Charged)/credited
Lo income statement {15.4) 3.7 {14.7) 203 {6.1) 10 {5.1)
(Charged)/Credited Lo equity/
other comprehensive income - - {128.7) (14.3) {142.8) 3.0 (139.8)
At 2 April 2022 (65.7) 263 {292.1) 141,7 (189.8) 26 (187.2)

Other short-lerm temparary differences relate mainly to employee share opticns, financial instruments and IFRS 16

The deferred tax Hability on tand and buildings temporary differences is reduced by the benefit of capital losses with a gross value
of £236.6rm {last year: £228.0m) and a tax value of £58.6m (last year: £43.3m) The tax value has increased in comparison to the prior
year due o the effects of the change in rate, whereby, UK deferred tax assets and liabilities have been remeasured at 25% where these
are expecled to be realised or setiled on or after 1 April 2023.

Due to uncertainty over their future use, no benefit has been recognised in respect of trading losses carried forward in overseas
jurisdictions with a gross value of £5.6m (last year: £11.0m) and a tax value of £1.4m (last year: £3.0m).

Nao deferred Llaxis recognised in respect of undistributed earnings of overseas subsidiaries and joint ventures with 2 gross value of £34.2m
(last year £24.1m) unless a material liability is expacted to arise on distribution of these earnings under applicable tax legistation.
There is a potential tax liabilty in respect of undistriouted earnings of £3.1m (last year: £2 3m}) however this has not been recognised
on the basis that the distribution can be controlied by the Croup, and it is probable that the temporary difference will not reverse

in the foreseeable future

In the prior year, a deferred tax asset of £10.bm relating to trading losses in the UK was recognised. As the amount has been fully
utiised, no deferred tax asset relating to trading losses in the UK is recognised in the current period.
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24 ORDINARY SHARE CAPITAL

2022 2021

Ordinary shares Ordinary shares Deferred shares Ordinary shares

of £0.25 each of £0.01 each of £0.24 each of £025 each

Shares £m Shares £m Shares £m Shares £m

Issued and fully paid 1950,059,808 4876

At start of year 1956513591 489.2 - - - - 6,453,783 1.6
Shares issued in respect of share

option schemes 1,266,035 03 - - - - - -

Subdivision of ordinary share capital ~ {1,957,779,626) (489.5) 1,957,779626 196 1957,779626 4699 - -

Repurchase of deferred shares - - - - (1,957,779,626) (469.9) - -
Shares issued in respect of share

option schemes - - 1,125,718 0.1 - - - -

At end of year - - 1,958905344 19.7 - - 1956513591 4892

Nominal value reduction

In July 2021, the Company reduced the nominal value of its ordinary shares from £0.25 to £0.01. The reduction was completed by
subdividing each £0.25 ordinary share in issue into one ordinary share of £001 and one deferred share of £0.24. All deferred shares
were then bought back for total aggregate consideration of £001 and cancelled. The Company’s issued share capital remained
unchanged and cach shareholder’s proporticnate interest in the share capital of the Company remamed unchanged. Aside from the
change in norminal value, the rights attaching to the ordinary shares {including voting and dividend rights and rights on a return of
capital) remain unchanged. The repurchase and cancellation of the shares resulted in an increase to the Company’s capital
redemptlion reserve of £4699m.

Issue of new shares

Atotal of 2,391,753 (last year: 6,453,783) ordinary shares having a nominal value of £0.4rm (last year: £1.6m) were allotted during the
year under the terms of the Company’s share schemes which are described in note 13 of the Group financial statements. The
aggregate consideration received was £0 3m (last year: £0.0m).

25 CONTINGENCIES AND COMMITMENTS %

A. Capital commitments 2

2022 2021 g‘

£m m ;

Commitments in respect of properties in the course of construction 59.8 88.3 E

Software capital commitments 6.1 106 I
65.9 989

In addition to the above, the Group has committed to invest up to £250m, over a three-year period to 2024/25, in an innovation and
consumer growth fund managed by True Capital Limitad. The fund can drawdown amounts at any time over the three-year period to
make specific investments. During the period, the Group invested £3 3m of this commitment, which is held as a non-current other
investment and measured at fair value through profit or loss {see note 16).

B. Other material contracts

In the event of termination of our trading arrangements with cerlain warehouse operators, the Group has a number of options and
commitments to purchase some property, plant and equiprnent, at values ranging from historical net book value to market value,
which are currently owned and operated by the warehouse operaters on the Group’s behalf These options and commitment's would
have an immaterial impact on the Group's statement of financial position.

See note 12 for details on the Partnership arrangerment with the Marks & Spencer UK Pension Scheme.
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26 ANALYSIS OF CASH FLOWS GIVEN IN THE STATEMENT OF CASH FLOWS

Cash flows from operating activities

2022 2021

£m fm
Profit/(loss) on ordinary activities after taxation 309.0 (201.2)
Incoeme tax expense/(credit) 82.7 (82)
Financeo costs 2144 2361
Finance income {33.9) (57.4)
Operating profit/(loss) 572.2 (30.7}
Share of results of Ocade Retail Limited {13.9) (78.4)
(Increase)/decrease in inventories {46.5) 412
{Increase)/decrease in receivables {2.9) 67.4
Increase in payabies 2891 1595
Depreciation, amortisation and write-offs 510.7 603.1
Non-cash share-based payment expense 388 193
Defined benefit pension funding {36.8) (37.1)
Adjusting items net cash outflows'? (45.8) {1181)
Adjusting iterns M&S Bank-? {16.0) (2.4}
Adjusting eperating profit items 136.8 2529
Cash generated from operations 1,385.7 876.7

Exciudes £5 6m {lasl year £174m)of surrenoer payments included withinrepaymant o lease aacilifies In the consolidated statamont of cask flows relat'ng ko lesses within the UK store

estate programme

2 Adjusting items net cas” outflows relate to strategic pragrarmme costs associated w th the UK store astate, UK logistics, ana the utilisation of she provisions “or Internationa. stare
closures and impairments

3 Adushing tems MaS Bank relates 1o MBS Bank income recogrisedin operating profit offset oy charges mcurred in relohior to the msurance mis-setling provisicn, whnehis a nemn-cashige
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27 ANALYSIS OF NET DEBT

A. Reconciliation of movement in net debt

Changes Lease Exchange and
At 79 March in fair additions and  other non-cash At 3 April
2020 Cash flow values  remaasurements movements! 2021
£rm fm tm Em m £m
Net debt
Bank loans and overdrafts {sec note 20} (155} 108 - - - (4.7)
Cash and cash equivalents (sce note 18) 254.2 4235 - - (3.3) 674.4
Net cash per statement of cash flows 2387 4343 - - (3.3) 669.7
Current other financial assets (see note 16) 1.7 6.7 - - - 184
Liabititics from finanring activities
Medium Term Notes (see note 20) {1,536.2) (87.9) - - (C80) (1,682.1)
Lease liabilities (see note 20) (2,562.0) 3167 - (48.3) (1123) (2,405.9)
Partnership liability to the Marks & Spencer
UK Pension Scheme (see nole 12) (202.7) 236 - - 6.4} (185.5)
Derivatives held to hedge Medium Term Notes 1022 {140) (°6.3}) - - (8.1
Liabilities from financing activities (4,198.7) 2384 (e6.3) (48.3) (176.7) (4,281.6)
Less: Cashflows related to interest
and derivative instruments (2.3} (2126) 96.3 - 196.2 776
Net debt (3,950.6} 466.8 - {48.3) 162 {3,5159}
Changes Lease Exchange and
At 4 April in far additicns and  other non-cash At 2 April
2021 Cash flow values  remeasurements movernents! 2022
£rm £m £m £m £m £m
Net debt
Bank loans and overdrafls (see note 20) 4.7) 47 - - - -
Cash and cash equivalents (see note 18) 674.4 5317 - - (8.2) 1,197.9
Net cash per statement of cash flows 569.7 5364 - - 82) 1,197.9
Current other financial assets (se¢ nole 16) 184 (0.8} - - - 17.6
Liabilities from financing activities - - - - - -
Mediurn Term Notes (see note 20) {1,682.1) 2440 - - (91.4) (1,529.5)
Lease liabilities (see note 20) (2.405.9) 3443 - (100.6} (116.5} {2,278.7)
Partnership Lability to the Marks & Spencer
UK Pension Scheme (see note 12) {185.5) - - - (2.4} (187.9)
Derivatives held to hedge Medium Term Notes (8.1} - 266 - - 18.5
Liabilities from financing activities (4,281 6} 5883 266 (1006) (2103) (3,9772.6)
Less: Cashflows related to interest
and derivative instruments 776 (208.7) (26.6) - 2210 63.3
Net debt (3.5159) 9152 - (100.6) 25 {2,698.8)
B. Reconciliation of net debt to statement of financial position
2022 2021
£m £m
Statement of financial position and related notes
Cash and cash equivalents (see note 18) 1,197.9 6744
Current other financial assets (see note 16) 17.6 184
Bank loans and overdrafts (see note 20) - 4.7)
Madium Term Notes - net of foreign exchange revalualion (see note 20) {1,494.7) (1,6579)
Lease liabilities (sce note 20) {2,278.7) (2,405.9)
Partnership Uability to the Marks & Spencer UK Pension Scheme {see notes 12 and 21) (192.3) {1935}
{2,750.2) (3,569.2)
Interest payable included within related berrowing and the Partnership liability
to the Marks & Spencer UK Pension Scheme 514 533
Net debt {2,698.8) (3,5159)

1. Exchange and other non-cash movements includes mterest pad on Medium Torm Notes of £79 6m (last year £86 4m), interest paid on lease labilities of £121 1m (last year £130 4rm)

and interest paid on the Partnership liabdity Lo the Marks & Spencer UK Pension Scheme of £4 4m {last year £49m)
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28 RELATED PARTY TRANSACTIONS

A. Subsidiaries

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not
disclosedin this note Transactions between the Company and its subsidiaries are disclosed in the Company's separate financial statements.
B. Joint ventures and associates

Qcado Retail Limited

A shareholder loan facility with Ocado Retail Limited was established in 20158/20, with Ocado Retail Limited having the ability to draw
down up Lo £30m from each shareholder. The facility was not utilised by Ocado Retail Limited during the year ended 2 April 2022
{last year: not utilised)

As part of the Ocadce Retail Limited investment, Ocado Retail Limited entered into a £30m, three-year revolving credit facility. Along with
Gcado Group Ple, the Croup has provided a parent guarantee to cover 50% of the £30m revolving credit facility provided by BNPP
to Ocado Retail Limited. The revolving credit facility was undrawn at 2 April 2022 (tast year: undrawn).

The following transactions were carried out with Ocado Retail Limited, an associate of the Group.

Sales and purchases of goods and services;

2022 2021

£m £m

Sales of goods and services 36.1 285
Purchases of goods and services 0.2 -

Included within trade and other receivables is a balance of £1.9m (last year: £2.3m) owed by Ocado Relail Limited.
Nobody’s Child Limited
Nobody's Chiid Limited became an associate of the Croup in November 2021 (see note 29).

Since November 2021, the Group made purchases of goods amounting to £1.2m. At 2 April 2022, included within trade and other
payables (s a balance of £0.2m owed to Nobady’s Child Limited, and included within other financial assets s a balance of £07m owed
from Nobody’s Child Limited.

C. Marks & Spencer UK Pension Scheme

Details of other transactions and balances held with the Marks & Spencer UK Pension Scheme are sat out in notes 11 and 12

D. Key management compensation

The Croup has determined that the key management personnel constitute the Board and the members of the Executive Committoe.

2022 2071

£m £y

Sglaries and short-term benefils 15.3 8.6
Sharc-based payments 2.1 3.2
Total 174 11.8

E. Other related party transactions

The Group acquired 77.7% of the issued share capital of The Sports Edit Limited ("TSE™) in February 2022. A further 4.8% of TSE's issued
share capital is currently owned by Mr. Justin King, a Non-Executive Director of the Croup (the JK TSE Shares™). Subject to shareholder
approval, the Croup will acguire the JK TSE Shares from Mr. Justin King at a total purchase price of £03m in Juty 2022,
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29 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

The Group holds a 50% interest in Ocado Retail Limited, a company incorporated in the UK. The remaining 0% interest is held by
Ocado Croup Plc Ocado Retail Limited is an online grocery retailer, operating through the ocadocom and ocadozoom com websites.

Ocado Retail Limited i1s considered an associate of the Croup as certain rights are conferred on Ocadeo Croup Plc for an initial pericd
of at teast five years from acquisition in August 2019, giving Ocado Group Ple control of the company. Following this initial period,

a reassessment of control will be required as the Croup will have an option Lo oblain more power over Ocado Retail Limited if certain
conditions are met. If the Group is decmed to have obtained control, Ocado Retail Limited will then be consolidated as a subsidiary
of the Creup. Through Board represontation and shareholder voting rights, the Group is currently considered to have significant
influence, therefare the investrment in Ocado Retail Lirnited is treated as an associate and appties the equity method of accounting.

Ocado Retail Limited has a financial year end date of 28 November 2021, aligning with its parent company, Ocado Group Plc. For the
Group's purpose of applying the equity method of accounting, Ocade Retail Limited has prepared financial informaticon to the nearest
guarter-end date of iLs financial vear end, as to do otherwise would be impracticable The resulls of Ocado Retail Limited are incorporated
in these financial statements from 1 March 2021 te 27 February 2022 There were no significanl events or transactions in the period
from 28 February 2022 to 2 April 2022,

The carrying amount of the Croup's interest in Ocado Retail Limited is £800.4m (last year: £819.0m). The Croup's share of Ocado Retait
Limited loss of £18.6m {last year: profit of £64 2m) includes the Group's share of underiying profits of £13.9m, which includes £1.3m
of exceptional iIncome before tax retated to insurance receipts (share of profit last year: £25.2m} and adjusting item charges of £32.5m
{last year: £14.2m) (see note 5}
Surmmarised financial information in respect of Ocado Retail Limited (the Croup’s only material associate) is set out below and represents
amounts in Lhe Ocade Retail Limited financial statements prepared in accordance with IFRS, adjusted by the Group for equity
accounting purposes

As at 27 Feb Az at 28 Feb

2022 2021
£m fm
Ocado Retail Limited
Current assets 291.2 3539
Non-current assets 590.1 336.8
Currert liabilities (223.3) (2457) g
Nen-current liabilities (449.8) (264.6) 5
Net assets 208.2 1804 z
w
5
20 Feb 2021 to 2 Mar 2020 1o o
27 Feb 2023 28 Feb 2021 =
£m £m E
wr
Revenue 2,248.8 2,3532
Profit for the period 27.8 1568
Other comprehensive income - -
Total comprehensive income 27.8 1568

Reconciliation of the above surnmarised linancial infermation to the carrying amount of the interest in Ocado Retail Limited recognised
in the consolidated financial statements:

As at 2 Apr As at 3 Apr

2022 2021

£m £m

Ocado Retail Limited

Net assels 208.2 1804
Proportion of the Group's ownership interest 104.3 90.2
Coodwitl 449.} 4491
Brand 2427 2492
Customer relationships 77.7 883
Other adjustrments £ align accounting policies {78.9) {635}
Acquisition costs 5.7 5.7
Carrying amount of the Croup's interest in Ocado Retail Limited 8004 8180

in November 2021, the Group acquired 27% of the issued share capital of Nobody's Child Limited, which is accounted for as an investment
in associate.

Other than its investment in Ocado Retail Limited, the Group holds immaterial investments in joint ventures and associates (including its
investrnent in Nobody's Child Limited) totalling £105m (last year: £6.8m) The Group's share of losses totalled £0.7m (last year: £1.3m loss).
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30 GOVERNMENT SUPPORT

The Croup has not benefitted frorn governrnent grant incormne in the year. L ast year, the Croup recognised £131.5m i relation to furlough
programmes, such as the Coronavirus Job Retention Scheme (*CJRS™) in the UK, and its equivalents in othar countries. This income was
recognised as a deduction against the related expense.

The Group benefited from business rates relief of £62.2m in the vear (last year: £174.6m).

There are no unfulfilled conditions or contingencies attached to these grants.

31 CONTINGENT ASSETS

The Group is currently seeking damages from an independent third party following their involvernent in anti-competitive behaviour
that adversely impacted the Croup The Group expects Lo receive an amount fram the claim (gither in settlement or from the legal
proceedings), a position reinforced by recent court judgements in similar clairms. The value of the claim is confidential and is therefore
not disclased.

32 SUBSEQUENT EVENTS

The Board have approved a tender offer to repurchase ¢.£150m of the Croup's Medium Terrn Notes which will be announced on
25 May 2022.
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As at 2 April As at 3 April

2022 2021
MNotes £m £

Assets

Non-current assets

Investments in subsidiary undertakings Cé6 9,403.7 9,73C8

Total assets 9,403.7 97308

Liabilities

Current liabilities

Amounts owed to subsidiary undertakings 2541.2 25418

Total liabilities 25412 2541.8

Net assets 6.862,5 7,1890

Equity

Ordinary share capital Cc7 19.7 489.2

Share premium account Cc7 910.6 9104

Capital redemption reserve 2,6804 2,2105

Merger reserve c7 87109 1,262.0

Retained earnings 2,380.9 23169

Total equity 6,862.5 7,189.0

The Company's loss for the year was £357.3m (last year: profit of £951.0m}

The financial staterments were approved by the Board and authorised for issue on 24 May 2022, The financial statements also comprise
the notes C1 to C7.

o T

Steve Rowe, Chief Executive Officer Eoin Tonge, Chief Financial Officer
Registered number: 04256886

COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
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Share Capital
Ordinary premium redemption Merger Retaned

share capital account reserve reserve earnings Total

im £m £m tm £m £m

At 29 March 2020 4876 9104 22105 3110 23003 62198
Profit for the year - - - - 9510 9510
Capital contribution for share-based payments - - - - 166 16.6
Shares issued on exercise of employes share options 1.6 - - - - 16
Reclassification to merger reserve - - - 551.0 (951.0) -
At 3 April 2021 489.2 910.4 2,210.5 1,262.0 2,316.9 7,189.0
At 4 April 2021 489.2 9104 2,210.5 1,262.0 2,316.9 7,189.0
Loss for the year - - - - (357.3) (357.3)
Capital contribution for share-based payments - - - - 30.2 30.2
Shares issued on exercise of employee share options 0.4 0.2 - - - 0.6
Buy back and cancellation of own Shares' (469.9) - 469.9 - - -
Reclassification to merger reserve - - - (391.1) 391.1 -
At 2 April 2022 19.7 910.6 2,680.4 870.9 2,380.9 6,862.5

1. On 8 July 2021, the Company reduced the norminal value of its 1,.957,779,626 ardinary shares inissue at that date from £0 25 to £0 Ot The reduction was completed by subdividing
each £0 25 ordinary share in1ssue into 1 ordinary share of £001 and 1 deferred share of £0 24 Al deferred shares were then bought hack for total aggregate consideration of £301
and cancelled The Company’s issued share capital remans unchanged and each shareholder’s proporticnate interest in the share capital of the Company remains unchanged
Aside from the change in nominal value, the rights attaching to the ordinary shares {including voting and dividend rights and rights on areturn of capital) remainunchanged
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COMPANY STATEMENT OF CASH FLOWS

52 weeks 53 weeks
ended ended
2 Aprit 2022 3 Apnl 2071
£m £m
Cash flow from investing activities

Dividends received 338 -
Additional investment in subsidiary {33.8) -
Net cash (used in)/generated from investing activities - -

Cash flows from financing activities
Shares issucd on exercise of employee share options 0.6 1.6
Repayment of intercompany loan {0.6) (1.6)

Net cash generated from/(used in} finanging activities -
Net cash inflow from activities - -
Cash and cash equivalents at beginning and end of year - -
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

C1 ACCOUNTING POLICIES

General information

Marks and Spencer Croup plc {(the *Company™) is a public imited company domicited and incorporated in England and Wales under
the Companies Act 2006, The address of the Company's registered office is Waterside House, 35 North Wharf Road, London W2 TNW,
Urited Kingdom.

The principal activitics of the Coempany and the nature of the Company’s operations are as a holding entity.

These financial statements are presented in sterling, which is the Company’s functicnal currency, and are rounded to the nearcst
hundred thousand.

The Company's accounting policies are the same as those set out in note 1 of the Group financial statements, except as noted below.

Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment. The Company grants share-based
payments to the employees of subsidiary companics. Each period the fair value of the employee services received by the subsidiary
as a capital contnibution from the Cempany is reflected as an addition te investments in subsidiaries.

L.oans from other Croup undertakings and all other payables are initially recorded at fair value, which is generally the proceeds
received. They are then subsequently carried at amortised cost. The leans are non-interest bearing and repayable on demand.

In accordance with the exemption aliowed by Section 408(3) of the Companies Act 2006, the Company has not presented its own
incomc statement or statement of comprehensive income.

Key sources of estimation uncertainty
Impairment of investments in subsidiary undertakings

The carrying value of the investment in subsidiary undertakings is reviewed {or impairment or impairment reversal on an annual
basis. The recoverable amount is determined based on vatue in use which reguires the determination of appropriate assumptions
{which are sources of estimaticn uncertainty) in relation to the cash flows over the three-year strategic plan period, the long-term
growth rate to be applied beyond this three-year period and the risk-adjusted pre-tax discount rate used te discount the assumed
cash flows to present value.

Estimation uncertainty arises due to changing economic and market factors, the channel shift from stores to onlineg, increasing
technological advancement and the Croup's ongoing strategic transformation programmes. See note C6 for further details on the
assumptions and asscciated sensitivities.

The Company's financial risk is managed as part of the Croup’s strategy and policies as discussed in note 21 of the Croup
financial statements.

C2 EMPLOYEES
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The Company had no employees during the current or prior year. Directors received emoluments in respect of their services to the
Company during the year of £1,174,790 (last year: £1,093,458). The Company did not operate any pension schemes during the current
or preceding year. For further information see the Remuneration Report.

S

C3 AUDITOR’S REMUNERATION

Auditor’s rermuneration in respect of the Company’s annual audit has been borne by its subsidiary Marks and Spencer plec and has
been disclosed on a consolidated basis in the Company's consolidated financial statements as required by Section 484(4)(a) of the
Companies Act 2006,

C4 DIVIDENDS

Al the full-year resutts in May 2021, the Board announced that payment of a dividend in the 2021/22 financial year would be unlikely
as we focus on restoring sustainable profitability and recovering the balance sheet towards metrics consistent with investment grade.

Consistent with that announcement, the Board does not expect to pay a dividend this financial year.

C5 RELATED PARTY TRANSACTIONS

During the year, the Company has received dividends from Marks and Spencer ple of £33.8m (last year: nil) and decreased its loan from
Marks and Spencer plc by £O.6m (last year: £1 6m). The outstanding balance was £2,541.2m (last year; £2,54).8m} and is non-interest
bearing. There were no other related party transactions.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

Cé INVESTMENTS

A. Investments in subsidiary undertakings

2022 2021

Em £m

Beginning of the year 9,730.8 87632
Contributions to subsidiary undertakings relating to share-based payments 30.2 166
Addilions 33.8 —
Impairment (charge)/reversal (3921.1) 951.0
End of year 9,403.7 97308

Shares in subsidiary undertakings represent the Company’s investment in Marks and Spencer plc and Marks and Spencer Holdings Limited.

During the year, the Company purchased additional shares in Marks and Spencer Holdings Limited {£33 8rr). This allowed Marks and
Spencer Holdings Limited to settle the contingent consideration that became payable during the year as a resull of the investrment
in Ocado Retail Limited.

Impairment of investments in subsidiary undertakings

The Company evaluates its investments in subsidiary undertakings annually for any indicators of impairment or impairment reversal,
The Company censiders the relationship betweenits market capitalisation and the carrying value of ws investments, among other
factors, when reviewing for indicators of impairment. As at 2 April 2022, the market capitalisation of the Group was significantly
below the carrying value of its investment in Marks and Spencer ple of £9,188.6m, indicating a potertial impairment, despite stronger
Group performance.

The recoverable amount of the investment in Marks and Spencer plc has been determined based on a value in use calculation,

The Company has updated its assumptions as at 2 April 2022, reflecting the Latest budget and forecast cash flows covering a three-
year period. The pre-tax discount rate of 9.8% (last year: 8.9%) was derived from the Group's weighted average cost of capital, the
inputs of which include a country risk-free rate, eguity risk premium, Croup size premium and a risk adjustment (beta). The tong-term
growth rate of 2.0% (last year: 175%), was based on inflation forecasts by recognised bodies with reference to rates used within the
retat industry.

The Company has determined that the recoverable amount of its investmeont in Marks and Spencer plc is £8,797.5m and as a result
has recognised an impairrment of £391.1m. This impairment primarily relates to the impact of market volatitity on the discount rate as
a result of the unfolding humanitarian crisis following the invasion in Ukraine and updated forecast cashflows, as restrictions on capital
expenditure imposed during the Covid-12 pandemic were lifted.

Sensitivity analysis

As disclosed in lhe accounting policies note €, the cash flows used within the value in use model, the long-term growth rate and
the discount rate are sources of estimation uncertainty. Management has performed a sensitivity amalysis on the key assumptions
and using reasonably possible changes would result in the following impacts:

— A 5% reduction in cash flows from the three-year plan would result in an additional impairment charge of £447.8m.
— A 50-basis point decrease in the long-term growth rate would result in an additional impairment charge of £479.1m.
~ A 50-basis point increase in the discount rate would result in an additional impairment charge of £534.8m.

In the event that all three were to occur simultaneously, an additional impairment charge of £1,356.4m would be recorded.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings

In accordance with Section 409 of the Companies Act 2006, a full list of related undertakings, the country of incorporation and the
effective percentage of equity owned, as at 2 April 2022 is disclosed below. All undertakings are indireclly owned by the Company

unless otherwisc stated.

Subsidiary and other related underfakings registered in the UK®

Froportion of

Proportion of

shares held shares held
Name Share class (%) Name Share class (%)
Founders Factory Retail Limited £0000) ordinary 0004 Ocado Retail Limited £0.01 ordinary 50
Registered office: (25001% of total capital) Registered Office:
Northcliffe House, £00001 Preference 100 Apollo Court 2 Bishop Square,
Young Street, London, (74.999% of total capital) Hatfield Business Park,
England, W8 5EH Hatfield, Hertfordshire,
Hedge End Park Limited £1 ordinary A - United Kingdom, AL10 9EX
Registered Office: 33 Holborn, (50% of total capital) Amethyst Leasing {Holdings) Limited E1 ordinary 100
Lendon, ECTN 2HT £1 ordinary B 100 M&S Limited £1 ordinary 100
(50% of total capital) Manford (Textiles) Limited £1 ordinary 100
:fcr:ii:?gér?;)cer Company N/A - Marks and Sparks Limited f1 ordinary 100
Marks and Spencer £1 ordinary 100
garks andl Sper:cer ts LLP Partnership interast 100 {Northern Ireland) Limited
uernsey nvestments Registered Office: Waterfront Plaza,
Marks and Spencer £1 ordinary A 100 8 Laganbank Road, Belfast, BT1 3LR
Pension Trust Limited {iii) £1 ordinary B — Marks and Spencer Property 1 ordinary 100
£1 ordinary C - Developments Limited
Marks and Spencer plc {v) £0 25 ordinary 100 Nobody’s Child Limited £0Q) ordinary ) -
Marks and Spencer Scottish Partnership Interest 100 Registered Office: (72 910% of lotal capital)
Limited Partnership (iv) 10-11 Greenland Place, OO Preference 100
Registered Office: Camden, London, NW1 0AP (?7 090% of total capital)
2-28 St Nicholas Street, St. Michael (Textiles} Limited i1 ordinary 100
Aberdeen, AB10 1BU - -
St. Michael Finance ple £1 ordinary 100
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FINANCIAL STATEMENTS

NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings continued

UK REGISTERED SUBSIDIARIES EXEMPT FROM AUDIT

The following UK subsidiaries will take advantage of the audit exermption set out within section 479A of the Companies Act 2006 for the
year ended 2 April 2022. Unless otherwise stated, the undertakings listed below are registered at Waterside House, 35 North Wharf Road,
London, W2 TNW, United Kingdom and have a single class of ordinary share with a nominai value of £1. All undertakings are indirectly
owned by the Company unless otherwise stated.

Propartion Proportion
of shares Company of shares Cormpany

Name held (%) number Name held (%) number
Amethyst Leasing (Properties) Limited 100 4246934 Marks and Spencer International Holdings Limited 100 2615081
Busyexport Limited 100 4411370 Marks and Spencer (Investment Holdings) Limited 100 13587353
Marks and Spencer {Initial LP) Limited (v) 100 5C315365 Marks and Spencer 2005 100 5502520
Registe_red Office: No. 2 Lachrin Square, 96 {Parman House Kingston Store} Limited
Fountainbridge, Edinburgh, Midlothian, EH3 9QA Marks and Spencer 2005 (Pudsey Store) Limited 100 5502544
Marks and Spencer (Property Ventures) Limited 100 5502513 Marks and Spencer 2005 100 5502507
Marks and Spencer 2005 (Brocklands Store) Limited 100 5502608 {Warrington Gemini Store) Limited
Marks and Spencer 2005 100 5502519 Marks and Spencer Holdings Limited (v) 100 11845975
{Chester Satellite Store) Limited Marks and Spencer Hungary Limited 100 8540784
Marks and Spencer 2005 (Chester Store) Limited 100 5502542 Marks and Spencer Investments 100 1903061
Marks and Spencer 2005 100 5502598 Marks and Spencer Property Holdings Limited 100 2100781
(Fife Road Kingston Store) Limited - —

n Ruby Properties (Cumbernauld} Limited 100 4922798
Marks and Spencer 2005 (Glasgow Sauchiehall 100 5507546 - - —
Store) Limited Ruby Properties (Hardwick) Limited 100 4716018
Marks and Spencer 2005 (Hedge End Store) Limited 100 sso7s3e  Ruby Properties (Long Eaton) Limited 100 4716031
Marks and Spencer 2005 (Kensington Store) Limited 100 5502478 Ruby P“’Pe"t!“ m“’"‘fl'ffe) ':'"’l"ted 100 4716110
Marks and Spencer 2005 100 5502523 Ruby Properties (Tunbridge) Limited 100 4716037
(Kingstan-on-Thames Satellite Store) Limited Simply Food (Preperty Investments) 100 5502543
Marks and Spencer 2005 100 5502520 Simply Food (Preperty Ventures) Limited 100 2239799
{Kingston-on-Thames Store) Limited Minterton Services Limited 100 4763836
Marks & Spencer Outlet Limited 100 4039568 Marks and Spencer (Bradferd) Limited 160 10011863
Marks & Spencer Simply Foods Limited 100 4739922 Marks and Spencer {Jaeger) Limited 100 13098074
Marks and Spencer (Property Investments) Limited 100 5502582 The Sports Edit Limited 77734 9331795
Marks and Spencer Chester Limited 100 5174129 Registered office: Studio 419, The Print Rooms,
Marks and Spencer France Limited 100 5502548 164/180 Union Street, London, SE1 OLH {vi)

The Company will guarantec the debts and liabilities of the above UK subsidiary undertakings at the balance sheet date of £21.3m
in accordance with section 479C of Lhe Companies Act 2006. The Company has assessed the probability of loss under the guarantee
as remote

{1} Allcompanies registered at Waterside House, 3h North Wharf Raad, Londan, W2 1NW United Kingdorn. unless otherwise stated

(i) No share capital, as the company 1s limited by guarantee Marks and Spencer plc 1s the sole member

() Inaccordance with the articles of associstion of Marks and Spencer Pension Trust Limited, the holders of Band C ordinary shares are both directors of that company

{tvIMarks and Spencer (Inibat LP) Lirmted and Marks and Spencer Pension Trust Lirmited are the lirited partners; Marks and Spencer pie 15 the General Partner

(v} Interest held directly by Marks and Spencer Croup plc

(v1)Marks and Spencer plc holds 94 078% of A ordinary shares (and will acquire the remaining A ordinary shares to bring it up to 100% once sharehaolder approval has been obtaned
at the ACM), 100% of B ordinary shares and 0% of C ordinary shares

Internationat subsidiary undertakings®

Froporton Prapartion
of shares of shares
Registered held by Registered held by
Name address Country Share class  subsidiary {%) Narme address Country Share class  subsidiary (%)
Marks and Minter Ellson Australia AUD 2 Ordinary 100 Marks & 33-35 Errnou Creece €3 Ordinary 8O(rv}
Spencer ‘Governaor Spencer Street, Athens, €3 Preference 100
{Australia) Macquane Tower' Marinopoulos Creece
Pty Limited Level 40 Creece SA
é Farrer Place lgnazia Heritage Hall Le  Cuernsey £1 Ordinary 9% 99
ydney NSW 2000 A
Australa Limited Marchant Street,
St Peter Port, &Y
Marks and Urit 03-04 6/F, China USD NPV 100 A4JH, Guernsey
Spencer . Eco City 1788, Teranis Heritage Hall, Cuernsey 1 Crdinary 9999
(§h§nghal) 1788 West Nan Limited Le Marchant
Limited Jing Road, Street St Pet
Shanghal, China o€, erer
’ Port, GY1 4JH,
Marks and Jemnickd 1138/1, Czech CZK 1,000 100 Cuernsey
gg:::er :dﬂlr%hé% Praha 4, Republic Ordinary M.S. Ceneral Hertage Hall Cuernsey Partnership 9899
Republic a.s Crech ﬁppublic CZK 100000 100 Insurance LP. Le Marchant Interest
- - Ordinary Street, St Peter
CZK 1,000,000 100 Port. GY1 4JH,
Ordinary Guernsay
Marks and Jemnickd 1138/1, Czech CZK NPY 100
Spencer Michle, Praha 4, Republic
Services 140 0Q,
5RO Czech Republic
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Proportion Prapartion
of shares of shares
Registered held by Registerad held by
Name address Country Share class subsichary (%} Name address Country Share class  subsidiary (%)
Marks and Suites 807-13, 8/F, Hong Kong No Par Value 100 Marks and Basisweg 10 Netherlands €100 Ordinary 100
Spencer South Tower, Ordinary Spencer BV 1043 AP
(Heng Kong)  World Finance Amsterdam
Investments C‘entre‘ Harbour Netherlands
Limited Sgﬁ KE:;&OO“‘ Marks and Basisweg 10 Nealterlands (AL Oredinary 100
9 2 Spencer 1043 AP
Marks and Tower C, RMZ India INR1O Ordinary 100 Stores B.V. Amsterdam
Spencer {india) Millenia, 4th Floor, Netherlands
Pvt Limited kﬂa:f thn!?é:; Marks & Avenida da Portugal €1 Ordinary 100
Bangafgre ' Spencer Liberdade 249, 8°,
- y {Portugal) Lda. 1250-143, | shon,
560008, India Portugal
et e Cn T MSCEAT 5 a0
. ' #13-00 on
Reliance India Tilak Marg, capital) Sqencer 775 OLINs
Pvt Limited Dhotx Talao, {Singapore) - >ingapore
Murmban ' INR 10 Class B 100 Investments 068896,
45'5”0032- nd (13541% of tolat Pte. Ltd. Singapore
- ndi captal) M "
arks and Woolworths South Afnca  7AR 2 Ordinary 100
INR 5 Class C - Spencer {SA) House 93
(41837% of total (Pty) Limited  Longrnarket
capital) Street, Cape lown
Aprell Limited 24/29 Mary Street, Ireland €1 25 Ordnary 100 8001, South Africa
Dublin 1, Ireland Marks and 84 CEN H M Romania RON 1830 100
Marks and 24-27 Mary Street, Iretand Ordinary of 100 Spencer BLRTHLLOT Ordinary
Spencer Dublin 1, )74 Romania SA Street, Space B,
(Ireland) D01 YES3, Ireland {in liquidation} Rocom 5, Ground
Limited floor, 1st District,
Bucharest,
Marks and 24-27 Mary Street, Ireland /A - Romania
g:::ic:nrs Trust Bublin 1. iretand MES C/BoxY Morer  Spain £1 Ordinary 100
{ireland) (ASpaAin).S.L‘ 11
Company (in liquidation) Local A Madnd
Limited By EB’Madﬂd
Guarantee pain
Marks and Havatan Karsis Turkey TRL 2500 100
M Mod Basisweg 10 Nethorlands €100 Ordina 100 .
|nt:r§atign:l mftlz\:‘mg i Spencer istanbul Dunyza Ordinary
BYV. Amsterdam Clathing Ticaret Merkez
N Netherlands Textile Trading A3 Blok, Kat 11
4.5.C Yesilkoy, Bakirkcy
Marks and Basisweg 10 Netherlands €450 Ordinary 100 Istanbul, Turkey
Spencer 1043 AP
(Nederland) Amsterdam
B.V. Netherlands

NQTE A number of the companies listed are legacy companies which no longer serve any operational purpose
() The shares of allinternational subsidiary undertakings are held by companies within the Croup other than the Company (Marks and Spencer Group plc)
(1} INR 5 Class C snares 100% owned by JV partner
(i)No share capntal as the company 15 imited by guarantee
(v)20% of ordinary shares are owned by JV partner

C7 SHARE CAPITAL AND OTHER RESERVES

Issue of new shares

In July 2021, the Company reduced the nominal value of its ordinary shares from £0.25 to £0.01. The reduction was completed by
subdividing cach £0.25 ordmnary share inissue into one ordinary share of £0.01 and cne deferred share of £0.24. All deferred shares
were then bought back for total aggregate consideration of £0.01 and cancelled. The Company's issued share capital remained
unchanged and each shareholder’s proportionate interest in the share capital of the Company remained unchanged. Aside from

the change in nominal value, the rights attaching to the ordinary shares (including voting and dividend rights and rights on a return
of capital) remain unchanged. The repurchase and cancellation of the shares resulted in an increase to the Company's capital
redemption reserve of £4659m.

Merger reserve

The Company's merger reserve was crealed as part of a Group reorganisation that occurred in 2001/02 and has an economical
relationship to the Cormpany’s investment in Marks and Spencer plc. In 2018/19, an amount equal to the impairment charge of £1,086.3m
was transferred from the merger reserve to retained earnings as that amount had become a realised profit in accordance with

TECH 02/17. Following the reversal of impairment recognised in 2019/20, an amount equal to the reversal of £851.0m was transferred
from retained earnings to the merger reserve, in accordance with TECH 02/17. In the current year, an amount equal to the impairment
of £391.1m has been transferred from the merger reserve 1o retained earnings in accordance with TECH 02/17
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FINANCIAL STATEMENTS

GROUP FINANCIAL RECORD

2022 2021 2020 2019 2018
52 weeks 53 weeks 52 weeks 52 wecks 52 weeks
£m £m £m £m £m
Income statement
Revenue’
UK Clothing & Home 3,308.3 22390 3,209 3,4998
UK Feod 6,639.6 56,1385 6,028.2 5,903.4
Total UK 9,947.9 83775 92373 9,403.2 96110
International 937.2 7894 9446 a74.1 1,087.2
Revenue before adjusting items 10,885.1 9,1669 10,1819 10,3773 10,698.2
Adjusting items included in revenue - (11.2} - - -
Revenue 10,885.1 9,155.7 101819 103773 10,6982
Operating profit/{loss)’
UK Clothing & Home 330.7 (130.8) 2239 3552
UK Food 2778 2286 236.7 2129
Ocado 11.9 784 26 -
Other 13.0 1.9 16.8 270
Totat UK 635.4 1781 480.0 5951 5354
International 73.6 441 1107 1305 1352
Total operating profit before adjusting items 7090 2222 590.7 7256 6706
Adjusting items included i operating profit {136.8) (2529} (335.9) (4275) (514.1)
Total operating profit/{Lloss) 572.2 (30.7) 2548 2981 1565
Net interest payable (199.3} (z19.1) (2112) (239.7) (107.4)
Pension finance income 13.2 47.2 236 25.8 17.7
Net finance costs before adjusting items (186.1) (171.9) (187.6) (2139) (89.7)
Adjusting items included in net finance costs 5.6 (6.8} - - -
Net finance costs {180.5) (1787) (187.6) (213.9) (89.7)
Profit before tax and adjusting items 522.9 50.3 403.1 511.7 5809
Profit/{loss} on ordinary activities hefore taxation 391.7 (2094) 67.2 842 66.8
Income tax (expense)/credit (82.7) 82 (39.8) (38.9) (37.7)
Profit/(loss) after taxation 3090 (201.2) 274 453 291
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GROUP FINANCIAL RECORD CONTINUED

2022 2021 2020 2019 2018
52 weeks 53 weeks 52 weeks 52 weeks 52 weeks

Basic earnings/
Weighted average
Basic earnings per share’ ordinary shares in issue 15.7p {(10.1)p i.3p 2.5p 1.6p
Adjusted basic earnings/
Weighted average

Adjusted basic earnings per share' ordinary shares in issue 21.7p 1.4p 167p 237p 27 8p

Dividend per share declared in

respect of the year - - 39p 133p 187p
Adjusted earnings per

Dividend cover share/Dividend per share - - 4.3x 1.8% 1.5x
Operating profit before

Retail fixed charge cover depreciation/tixed charges C o 3hx 2 Ox 3.4x% 3.6x 3.8

Statement of financial position

Net assets (£Em) 29179 2,285.8 37085 2,469.2 2,954 72

Net debt? (Em) 2,698.8 35159 3,95086 39815 1,8275

Capital expenditure (Em) 300.2 1469 3320 2945 3005

Stores and space

UK steres 1,035 1,037 1038 1,043 1,035

UK selling space (m sq ft) 16.7 16.8 168 17.2 176

International stores 452 472 483 445 429

International selling space {m sqg i) 5.0 5.1 50 49 52

Staffing (full-time equivalent)

UK 42,550 44,423 49,094 50,578 53,273

International 4,558 4,754 4894 4,862 5,655

The above results are prepared under |FRS for cach reporting penad on a consistent basis, with Lthe exception of the aooption of IFRS 9 and IFTRS 1510 2019 far which comparative
penods have not been restated andg {he adoplion of IFRS 16m 2020 for which the comparative penod of 2012 has been restated

1 Basedon continuing operations

7 Excludes accrued inlerest
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GLOSSARY

The Croup tracks a number of alternative performance measures in managing its business, which are not defined or specified under
the reguirements of IFRS because they exclude amounts that are included in, or include amounts that are excluded from, the most
directly comparable measure calculated and presented in accordance with IFRS, or are calculated using financial measures that are
not calculated in accordance with IFRS,

The Group believes that thesec alternative performance measures, which are not considercd to be a substitute for or superior to [FRS
measures, provide stakeholders with additional helpful information on the perfarmance of the business These alternative performance
measures are consistent with how the business performance is planned and reported within the internal management reporting to
the Board. Some of these allernative performance measures are also used for the purpose of setting remuneration Largets.

These alternative performance measures should be viewed as supplermental to, but not as a substitute for, measures presented in the
consolidated financial information relating to the Group, which are prepared in accordance with IFRS. The Group believes that these
alternative performance measures are useful indicators of its performance Mowever, they may not be comparable with similarly-titled
measures reported by other companies due to differences in the way they are calculated

Closest equivalent Reconciling items
APM ¥ e to stat ¥y measure Definition and purpose
Income statement measures
Sales Revenue Consignment sales Sales includes the gross value of consignment sales (excluding VAT)
before the impact of adjusting items.
Clothing & Home None Not applicable Where third-party branded goods are sold on a consignment basis, only
store/Clothing & the commission receivable is included in statutory revenue. This
Home online sales measure has been introduced given the Group’s focus on launching

and growing third-party brands and is consistent with how the business
performance is reported and assessed by the Board and the Executive
Committee,

Clothing & Home revenue through stores and through the Clothing & Home
ontine platforms. These revenues are reported within the UK Clething
& Home segment results. Store revenue excludes revenue from “shop your
way” and click & collect, which are included in online revenue. The
growth In revenues on a year-on-year basis is a good indicator of the
performance of the stores and ontine channels.

The growth in revenues on a year-on-year basis is a good indicator of the
performance of the stores and onling channets.

2021/22 2020021
£m £m %

UK Clothing & Home
Store sales’ 2,209.5 1,088.9 1029
Consignment sales (8.6) -
Store revenue 2,200.9 1.0889 1021
Online sales! 1,122.7 1,i097 1.2
Consignment sales (15.3) -
Online revenue 1,107.4 1,109.7 (0.2}
UK Clothing & Home sales’
- 52-week basis 3,332.2 2,198.6 516
Consignment sales (23.9) -
UK Clothing & Home revenue
— 52-week basis 3,308.3 2,1986 505
Week 53 - 404
Total UK Clothing
& Home revenue 3,3083 22390 478

1 UK Clothing & Home store sales excludes revenue from “shop your way”™ and click & collect,
which are included in UK Clothing & Home online sales

There is no material difference between sales and revenue for UK Food
and International
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GLOSSARY CONTINUED

Closest equivalent
APM statutory measure

Reconciling items
to statutory measure

Income statement measures continued

Definition and purpose

Like-for-like Movement in

revenue growth revenue per
the income
statement

Revenue from

nen like-for-like

stores

The period-on-pericd change in revenue (excluding VAT) from stores
which have been trading and where there has been no significant
change (greater than 10%)} in foolage for at least 52 weeks and online
sales. The measure is used widely in the retail industry as an indicator of
sales performance. It excludes the impact of new stores, closed stores
or stores with significant footage change.

2021722 2020/
£m £m
UK Food
Like-for-like 64141 58311
Nel new space’ 2255 163.7
Week 53 - 1437
Total UK Food revenue 6,639.6 56,1385
UK Clothing & Home
Like-for-like 3,218.3 2,1645
Net new space 80.0 341
Week 53 - 404
Total UK Clothing & Home revenue 3,308.3 2,2390

1 UKFood net new space includes sales to Ccadeo Retalt Limited

Food ex hospitality Movement in

and franchise revenue per
the incorne
statement

Revenue from
hospitality

and franchise
categories and
sales to Ocado

Z

Retail Limited annual report. This measure is used to provide consistency with other g

mezsures provided within this report. °

2021722 2020/21 =

£m £ra % -

=z

UK Food !

Revenue 6,639.6 6,1385 8.2 @
Sales to Ocado Retail {32.1) (24.2) 3726
Hospitality {167.0) (54.0) 209.3
Franchise {586.6) {438.4) 338

Food ex hospitality

and franchise 5.853.9 56219 4.1

The period-on-period change in Food revenue (before sales to Ocado
Retail Limited) excluding the hospitality and franchise categories’
revenue (excluding VAT). The hospitality category includes cafes,
ceunters and marketplace. This measure is based on Food total revenue
rather than like-for-like revenue which was presented in the 2020/21

M&S.com revenue/ None
Online revenue

Not applicable

Total revenue through the Group’s online platforms. These revenues
are reported within the relevant UK Clothing & Home, UK Food and
International segment results. The growth in revenues on a year-on-
year basis is a good indicator of the perfoermance of the online channel
and is 2 measure used within the Group's incentive plans. Refer to the
Remuneration Report for an explanation of why this measdure is used
within incentive plans.

International cnline None

Not applicable

International revenue through International cnline platforms. These
revenues are reported within the International segment results. The growth
in revenues on a year-on-year basis is a geod indicator of the performance
of the online channel This measure has been introduced given the Croup's
focus on online sales.

2021722 2020/21
£m £m %
International revenue
Stores 764.7 6136 246
Online 17285 165.7 41
Week 53 - 101
At reported currency 937.2 7824 187
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FINANCIAL STATEMENTS

GLOSSARY CONTINUED

APM

Closest equivalent
statutory measure

Reconciling items
to statutory measure

Definition and purpose

Income statement measures continued

Revenue growth at
constant currency

None

Not applicable

The pericd-on-period change in revenue retranslating the previous
year revenuc at the average actual pericdic exchange rates used in the
current financial year This measure is presented as a means of eliminating
the effects of cxchange rate fluctuations on the pericd-on-pericd
reported results.

2021/22 2070/21
£m £m %

International revenue
At constant currency 937.2
Impacl of FX retranslation -

International revenue —
52-week basis 937.2

Week 53 =
937.2

7618 230

175

7793 203
10.1

789.4

At reported currency 187

Adjusting items

None

Not applcable

Those items which the Croup excludes from its adjusted profit metrics
In order to present a further measure of the Group's performance.
Each of these items, costs or incomes, is considered to be significant
in nalure and/or quantum or are consistent with items treated as
adjusting in prior periods. Excluding these items from profit metrics
provides readers with helpful additional information an the
performance of the business across periods because it is consistent
with how the business performance is planned by, and repaorted to,
the Board and the Executive Committee

Revenue before
adjusting items

Revenue

Adjusting iterns
(See note 5}

Revenue befare the impact of adjusting items. The Group considers this
to be an impartant measure of Croup performance and is consistent
with how the business performance is reported and assessed by the Board
and the Executive Committee. This measure has been introduced as
certain adjustments have been made to revenue for the first time in
accordance with the Croup's policy for adjusting items

Operating
profit before
adjusting items

Cperating profit

Adjusting lems
(See note 5)

Operating profit before the impact of adjusting items. The Croup considers
this to be an important measure of Croup performance and is
consistent with how the business performance is reported and
assessed by the Board and the Executive Committee.

Finance
income pefore
adjusting items

Finance inccme

Adjusting items
(See note 5)

Finance income kefore the impact of adjusting items. The Group
considers this to be an important measure of Group performance and
15 consistent with how the business performance is reported and
assessed by the Board and the Executive Committea.

Finance costs
before adjusting
items

Finance costs

Adjusting items
(See note b)

Finance costs before the irmpact of adjusting items, The Group
considers this to be an important measure of Croup performance and
is consistent with how the business performance is reported and
assessed by the Board and the Executive Committee.

Net interest
payable on lcases

Finance inccme/
costs

Finance income/
costs
(See note 6)

The net of interest income on subleases and interest payable on lease
liabilities. This measure has been introduced as it allows the Board and
Executive Committee 10 assess the impact of IFRS 16 Leases.

Net financial
interest

Finance
income/costs

Finance
Ncome/costs
(See note &)

Calculated as net finance costs, excluding interest on leases and adjusting
items. The Croup considers this to be an important measure of Croup
performance and is consistent with how the business performance is
reporled and assessed by the Board and the Executive Committee.

EBIT before
adjusting items

EBIT

Adjusting items
(See note 5)

Calculated as profit before the impact of adjusting items, net finance
costs and tax as disclosed on the face of the consolidated income
statement. This measure is used in calculating the return on capital
employed for the Group.

Qcade Retad
Limited EBITDA

EBIT!

Mot applicable

Calculated as Qcado Retail Limited earnings before interest, tax,
depreciation, amortisation, impairment and exceptional items,

Profit before tax

and adjusting items

Profit before tax

Adjusting items
(See note 5)

Profit before the impact of adjusting items and tax. The Croup
considers this to be an important measure of Croup performance
and is consistent with how the business performance is reported and
assessed by the Board and the Exccutive Committee.

This 1s a measure used within the Group’s incentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
within incentive plans
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GLOSSARY CONTINUED

APM

Closest equivalent
statutory measure

Reconciling items

to statutory measure

Definition and purpose

Income statement measures continued

Adjusted basic
earnings per share

Earnings
per share

Adjusting items
(Sec note 5)

Profit after tax attributable to owners of the parent and before the impact
of adjusting items, divided by the weighted average number of ordinary
shares in issue during the financial year.

This is a measure used within the Group's incentive plans. Refer Lo the
Rermuneration Repert for an explanation of why this measure is used.

Adjusted diluted
earnings per share

Diluted earnings
per sharc

Adjusting items
(See note 5)

Profit after 1ax allributable to owners of the parent and before the
impact of adjusting items, divided by the weighted average number of
ordinary shares in issue during the financial year adjusted for the
effects of any potentially dilutive options

Effective tax
rate before
adjusting iterns

Effective tax rate Adjusting tems
and their
tax impact
{Sce note 5)

Totalincome tax charge for the Group excluding the tax impacl of
adjusting iterms divided by the profit before tax and adjusting items.
This measure is an indicator of the ongoing tax rate for the Croup.

52-wecek
basis for the
2020/21
financial year

Corresponding
equivalent
statulory measure

Last trading
week of 2020/21

The Croup’s financial year ends on the nearest Saturday to 31 March.
The current financial year is for the 52 weeks ended 2 April 2022 with
the comparative financial year being for the 53 weeks ended 3 April
2021, In order Lo provide comparability with the pricr yvear results,
adjustments have been made to the 2020/21 53-week income
stalement to remove sales, operating costs and other items relating Lo
the last trading week of the 2020721 financial year. In determining the
week 53 adjustrment, revenue and cost of goods sold represent the actual
trading performance in that week, with overhead expenses allocated
proportionally to week 53.

Exclude ?0720/21
2021422 week 53 52-week
£m fm [e7-E n
Revenue =
UK Food 6,1385 (143.7) 5,994.8 &
UK Clothing & Horme 223940 (40.4) 2,1986 E
Total UK Retail 83775 (184.1) 8,1934 5_%
International 7894 (0.1) 7793 z
Total Group 91659 (1942) 8,972.7 z
Operating profit/{loss)
before adjusting items
UK Food 2286 (i50) 2136
UK Clothing & Home (130.8) 1.4 (1294)
International 441 10 451
Adjusted profit before tax
Total Group 50.3 (8.7) 41.6
Loss before tax
Total Group (209.4) 82 (201.2)
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GLOSSARY CONTINUED

APM

Closest equivalent
statutory measure

Reconciling items

to statutory measure

Definition and purpose

Balance sheet measures

Net debt

None

Reconciliation
of net debt
(see note 27)

Net debt comprises total borrowings (bank and bonds net of accrued
interest and lease liabilities), the spot foreign exchange component of net
derivative financial instruments that hedge the debt and the Scottish
Lirnited Partnership lakility to the Marks and Spencer UK Pension Scheme
less cash, cash equivalents and unlisted and short-term investments. Net
debt does not include contingent consideration as it is conditional upon
future events which are not yet certain at the balance sheet date.

This measure is a good indication of the strength of the Group's
balance sheet position and is widely used by credit rating agencies.

Net debt
excluding
lease liabilities

None

Reconciliation
of net debt
(see note 27)
Lease lizhilities
(see note 20)

Calculated as netl debt less lease liabilities. This measure is a good
indication of the strength of the Group's balance sheet position and is
widely used by credit rating agencies.

Cash flow measures

Free cash flow

after shareholder

returns

Net cash inflow
froem operating
activities

Sce Financial
Review

The cash generated from the Group’s operating activities less capital
expenditure, cash lease payments and interest paid.

This measure shows the cash retained by the Croup in the year.

Free cash flow

Net cash inflow
from operating

See Financial
Review

Calculated as the cash generated from the Group’s operating activities
less capital expenditure and interest paid, excluding returns to

activities shareholders (dividends and share buyback).

This measure shows the cash generated by the Croup during the year
that is available for returning te shareholders and is used within the
Group’s incentive plans.

Other measures

Covid-19 None Not applicable As part of the Group’'s normal financial planning process, the Board

scenario appraved the 2020/21 budget and three-year plan,
As a result of the UK government restrictions on trade that were announced
in response to the Covid-19 pandemic, the Croup revisited the 2020/21
budget and three-year plan to determine a downside scenario,
The downside scenario assumed the government guidelines at the period
end continued for a period of at least four months, resulting in a significant
decline in sales for the remainder of 2020/21, as outlined in the
basis of preparation in the Group's 2020 Annual Report and
Financial Statements.
This downside scenario was approved by the directors and is defined
as the Covid-19 scenario.

Capital None Not applicable Calculated as the purchase of property, plant and cquipment,

expenditure

investment property and intangible assets during the year, less
proceeds from asset disposals excluding any assets acquired or
disposed of as part of a business combination or through an
investment in an associate,
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GLOSSARY CONTINUED

Closest equivalent Recanciling items

APM statutory measure to statutory measure Definition and purpose

Other measures continued

Return on capital None Not applicable Calculated as being EBIT! before adjusting items divided by the average

employed {‘ROCE") of apening and closing capital employed. The measures used in this
calculation are set cut below

2021/22 2020/21
£m fm
EBIT before adjusting items 709.0 2222
Net assets 29179 22858
Add back:
Partnership liability to the
Marks & Spencer UK Pension Schermne 1923 1935
Deferred tax liabilities 187.2 423
Non-current borrowings and
other financial liabilities 3,561.0 365692
Retirement benefit deficit 5.7 7.8
Derivalive financial instruments - 736
Current tax liabilities 34.0 -
Less:
Investment property {15.0) {15.2)
Derivative financial instruments {61.4) -
Retirement benefit asset {1,043.9) (639.2)
Current tax assets - (35.4)
Net operating assets 5,777.8 55731 =
2dd back: Provisions related 3
to adjusting items 1249 100.8 &
Capital employed 5,902.7 56739 £
Average capital employed 5,788.3 58743 E
ROCE % 12.2% 3.8% z
a

This measure is used within the Group’s incentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
within incentive plans.

1 EBIT 15 not defined within dFRS but 15 3 widely accepted prot t rmeasure baing earnings before interest a~d tax
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NOTICE OF
ANNUAL GENERAL
MEETING 2022

Tuesday 5 July 2022 at 11am

Held at, and broadcast from, Waterside House
35 North Wharf Road, London W2 1INW

This document; is important and requines your immediate attention

if you are in any doubt as to the action you should take, you should immediately consult
your stockbroker, bank manager, solicitor, accountant or other independent professional
adviser authorised under the Financial Services and Markets Act 2000 if you are resident in the
United Kingdom or, if you reside elsewhere, another appropriately authorised financial adviser.
If you have sold or otherwise transferred al your shares in the Company, please forward this
document and accompanying documents (except any personalised form of proxy, if appticable)
to the purchaser or transferee, or to the stockbroker or other agent through whom the sale
or transfer was effected, for transmission to the purchaser or transferee.

Marks and Spencer Group plc




DEAR SHAREHOLDER

ANNUAL GENERAL MEETING (“‘ACM™)

As we have noted in our Annual Report,
the AGM is a key date in the Board's
calendar. Alongside presenting the
Cornpany's performance and strategy to
sharcholders, it 1s the Board's cpportunily
to listen and respond to your guestions.

Last year's digital ACM once again
received higher levels of shareholder
engagement than the previous year's.
As such, we heard views and received
qguestions from far more of you thanin
recent years, and particularly when
compared with our physically held
rneetings. We are therefore confident
that our approach te a digitally-enabled
ACM is far more accessible, engaging
and democratic.

For this reason, the 2022 ACM will
again be a fully digitally-enabled
meeting, breadcast from M&§’
Waterside House Support Centre
at 11am on 5 July 2022.

I'm very pleased that we will alsc be joined
by Anita Anand who will be acting as this
year's shareholder advocate. Anita will be
known to many of you as a leading radio
and television broadcaster, journalist and
aulhor As your shareholder advocate,

she will ensure your views and questions
are put to the Board.

For statutory and regulatery purposes,
the place of meeting will be Waterside
House, 35 North Wharf Road, London
W2 INW. Shareholders are inviled to
participate in the AGM electronically via
the Lumi ACM platform, which you can
access by logging on to https:ffweb.
lumiagm.com/124-849-127 On this
website, you will be able 1o submit
questions and your voting instructions,
both during the meeting and in advance.
A step-by-step guide on how to join the
mecting electronically and submit your
votes and queslions can be found on
page 209.

We strongly encourage you to tog on and
submit any gquestions you might have in
advance of the meeting, so that your
views are heard even if you are unable to
participate live.

Shareholders are advised not to
travel to the venue on the day, as the
meeting will be fully digitally enabled.
Board members will not be available for
interaction with shareholders in persan,
as they will be taking part in the meeting
broadcast under studio conditions.

Any shareholders travelling to the venue
against the Board's recommendation
will be advised to join the meeting
electronically, and will be provided

with assistance to do so, if needed
Refreshments will not be provided

YOUR VOTE COUNTS

Your vote 1s important to us You can:

- Join the AGM live online and vote
electronically via the Lumi AGM
platform. Please see page 209 of
this Notice for further details.

— Register your proxy vote electronically
by logging on to either the Lumi AGM
platform, cur Registrar’s website,
shareview.co.uk, or by using the service
offered by Euraclear UK & Ireland
Limited for members of CREST

- Complete and return a paper proxy
form (enclosed with this Notice if you
have eleciled for hard copy documents,
or otherwise available from Equiniti on
request, by calling the shareholder
helpline on 0345 609 0810),

« | AM PLEASED TO ANNOUNCE THE
21ST ANNUAL GENERAL MEETING OF

MARKS AND SPENCER GROUP PLC
WILL BE HELD ON 5 JULY 2022. »

Nick Folland, General Counsel and Company Seorcdury

VOTING BEFORE THE MEETING

All shareholders are encouraged to vote
either in advance or on the day. There
are several ways to submit your voting
instructions before the meeting, which
are available from the publication date
of this Notice:

(1) The Lumi ACM platform.

(2) Equiriti's Shareview website,

(3) The CREST or Proxymity electronic
proxy appoeintment platforms.

(4) By compteting and returning a paper
proxy form.

Votes submitted electronically via the
Lumi or Shareview websites, or via the
CREST or Proxymity platforms, (options 1,
2 and 3 above) should be registered by
no later than 11am on Friday 1 July 2022
Alter then, you will no longer be able to
submit your proxy vote via Shareview,
CREST or Proxymity. Voting via the

Lurmni website will also close at this time,
but will reopen for voting on the day of
the meeting.

Paper proxy votes (option 4 above) must
be received by no later than 11am on
Friday 1 July 2022. Paper proxy forms
are available from Equiniti on request;
you can call our shareholder helpline on
0345 609 0810, or use any of Equiniti's
alternative contact details listed on
page 210.

You will be able to vote in one of three
ways for each of the resolutions: “For”,
“Against” or “Vote Withheld” Please note
that a "Vole Withheld” is not a vote in
law and will not be counted in the
calculation of votes “For” and “Against”
each resclution.
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NOTICE OF MEETING 2022

CONTINUED

JOINING THE MEETING AND
VOTING ON THE DAY

You can watch the broadcast live, vote and
ask guestions on the day of the meeting
via the Lumi website. Please refer to pages
208 to 209 for instructions on how to join
the meeting and submit your votes and
questions on Lhe day.

Voting on all resolutions on the day will
be by way of a poll and the Lurmi website
will reopen at 9.30am on Tuesday 5 July
for this purpose. Votes can be cast once
the Chairman has declared the poll open.

GUESTIONS

On the day, your gquestions will be

posed to the Board by Anita Anand.
Where we receive a number of questions
covering the same topic, Anita will group
these to address as many of your gueries
as possible,

It is, of course, important to us that we
have the opportunity to hear from you,
our shareholders, directly. You will have
the opportunity to ask a question Live
during the meeting by telephone; full
details and instructions will be provided
on the Lumi AGM platform on the day
of the ACM.

If you would like to ask your guestion

at the AGM in person, you can

send us a video recording of

yourself asking your guestion by

email to AGMquestionsubmission@
marks-and-spencer.com, to be received
by no later than 5pm on Friday 1 July.

VOTING RESULTS

The results of the voting will be
announced through a Regulatory
Information Service and will be published
on our website, marksandspencercom/
thecompany, on 5 July 2022, or as soon
as reasonably practicable thereafter.

I 2021, all resolutions were passed at the
meeting with votes ranging from 93 27% ta
99.98% in favour,

EXPLANATORY NOTES

An explanation of each of the resolutions
to be voted on at the ACM is set out below
and on pages 201 to 202,

M&S WEBSITE

Qur corporate website,
marksandspencer.com/thecompany,
is the principal means we use to
communicate with our shareholders.
There is a wealth of information
online inctuding:

A copy of our full Annual Report,
which includes our Strategic Report.

All the latest M&S news, press
releases and investor presentations.

A detailed account of our approach
to corporate governance at M&S,

EXPLANATORY NOTES TO THE RESOLUTIONS

TO RECEIVE THE REPORTS AND ACCOUNTS 1

The Board asks that shareholders receive the Annual Report
and Financial Statements for the 52 weeks ended 2 April 2022.

APPROVAL OF THE DIRECTORS’ 2

REMUNERATION REPORT

The Directors’ Remuneration Report sets out the pay and
benefits received by each of the directors for the year ended

2 April 2022. In tine with tegislation, this vote is advisory and the
directors' entitlerment to remuneration is not conditional on it.

ELECTION OF DIRECTORS 3 -] 3

The directors believe that the Board continues to maintain an
appropriate balance of knowledge and skills and that ail the
non-executive directors are independent in character and
judgement. This follows a process of formal evaluation,
which confirms that each director in office at the time of

the evaluation makes an effective and valuable contribution
to the Board and demonstrates comrmitment to the role
(including making sufficient time available for Board and
Committee meetings and other duties as required).

As announced on 10 March 2022, Steve Rowe will stand

down as CEQ on 25 May 2022 as part of a planned succession
programme. Stuart Machin and Katie Bickerstaffe will both join
the Board on 25 May 2022 as CEQ and Co-CEQ respectively.
Stuart joined M&S as Food Managing Director in April 2018
with nearly 30 years experience in the food, fashion and
home retail sector, and was appointed joint Chief Operating
Officer in May 2021. Katie previously served on the Board as a
non-executive director from 2018, bringing extensive
experience of digital, retail and operations and leading
consumer-focused businesses. She joined the business as
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Chief Strategy and Transformation Director in April 2020 and
was later appointed Chief Operating Officer in May 2021.

The Board notes that while Andy Halford has been a
non-executive director for more than nine years, he is

still considered to be independent in both character and
judgement. He has no other significant links to the Company,
and continues to make an effective and valuable contribution.
The Board believes Andy's re-election will provide valuable
continuity during the CEO transition. Further details on the
Board's assessment of Andy's independence can be found in
the Annual Report on pages 59 and 67.

In accordance with the UK Corporate Governance Code, all
directors will stand for election or re-election, as relevant, at the
AGM this year. Biographies are avzilable on pages 60 and 61 of
the Annual Report, with further details available on our website,
marksandspencer.com/thecompany. it is the Board’s view that
the directors’ bicgraphies illustrate why each director's
contribution is, and continues to be, impertant to the
Company’s long-term sustainable success,

APPOINTMENT AND
REMUNERATION OF AUDITOR ]4"1 5

On the recommendation of the Audit Committee, the Board
propaoses in resolution 14 that Deloitte LLP be reappointed as
auditor of the Company.

Resolution 15 proposes that the Audit Committee be
authorised to deterrmine the level of the auditor’s remuneration.
AUTHORITY TO MAKE

POLITICAL DONATIONS 16

The Companies Act 2006 (the “2006 Act”) prohibits cormpanies
from making political donations to UK political organisations or
independent candidates, or incurring UK political expenditure,
unless authorised by shareholders in advance.




EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

The Company does not make, and does not intend to
make, donations to political crganisations or independent
election candidates, nor does it incur or intend to incur any
potitical expenditure.

However, the definitions of political donations, political
organisations and political expenditure used in the 2006

Act are very wide. As a result, they can cover activities such as
sponsorship, subscriptions, payment of expenses, paid leave
for employees fulfilling certain public duties, and support for
bodies representing the business community in policy review
or reform.

Shareholder approval is being sought on a precautionary

basis only, to allow the Company and any company which,

at any tirme during the period for which this resolution has
effect, is a subsidiary of the Company, to continue to support
the community and put forward its views to wider business and
government interests, without running the risk of inadvertently
breaching legislation.

The Board is therefore seeking authority to make political
donations and te incur political expenditure not exceeding
£50,000 in total. In line with best practice guidelines published
by the Investment Association {'IA7), this resolution is put to
sharehotders annually rather than every four years as required
by the 2006 Act.

RENEWAL OF THE POWERS
OF THE BOARD TO ALLOT SHARES

17

Paragraph (A) of this resolution 17 would give the directors

the authority to allot crdinary shares of the Company up

to an aggregate nominal amount equal to £6,529,88195
{representing 652,988,195 ordinary shares of £0.0% each).

This amount represents approximately one-third (33.33%) of
the Company’s issued ordinary share capital as at 24 May 2022,
the latest practicable date before the publication of this Notice.

In line with guidance issued by the |A, paragraph (B} of this
resolution would give the directors authority to allot ordinary
shares in connection with a rights issue in favour of ordinary
shareholders up to an aggregate nominal amount equal to
£13,059,76391 (representing 1,305.976,391 ordinary shares),

as reduced by the nominal amount of any shares issued under
paragraph (&) of this resolution. This amount {before any
reduction) represents approximately two-thirds (66.66%) of the
Company's issued ordinary share capital as at 24 May 2022,

the latest practicable date before the publication of this Notice.

The authorities sought under paragraphs (A) and (B) of this
resolution will expire at the conclusion of the AGM in 2023 or
on | Qctober 2023, whichever is sooner. The directors have no
present intention to exercise either of the authorities sought
under this resolution; however, the Board wishes to ensure that
the Company has maximum flexibility in managing the Group’s
capital reseurces.

As at the date of this Notice, no shares are held by the
Company in treasury.

AUTHORITY TO DISAPPLY
PRE-EMPTION RIGHTS

18-19

Resolutions 18 and 19 are proposed as special resoluticns. If the
directors wish to allot new shares or other equity securities,

or sell treasury shares, for cash {other than in connection with
an employee share scheme), company {aw requires that these
shares are first offered to shareholders in proportion to their
existing holdings.

At last year's AGM, a special resolution was passed, in line with
institutional shareholder guidelines, empowering the directors
to allot equity securities for cash without first offering them to

existing shareholders in proportion to their existing holdings.

it is proposed, under resolution 18, that this authority be
renewed. If approved, the resolution will authorise the directors
o issue shares in connection with pre-emptive offers, or
ctherwise to issue shares for cash up to an aggregate nominal
amount of £979,482.29 (representing 97,948,229 ordinary shares)
which inctudes the sale on a non-pre-emptive basis of any
shares the Company holds in treasury for cash. This aggregate
nominal amount represents approximately 5% of the
Company’s issued ordinary share capitat as at 24 May 2022,
being the latest practicable date befere the publication of

this Notice.

The Pre-Emption Group’s Staterment of Principles also supports
the annual disapplication of pre-emption rights in respect of
allotments of shares and other equity securities and sales of
treasury shares for cash where these represent no more than
an additional 5% of issued ordinary share capital (exclusive

of treasury shares) and are used only in conrection with an
acquisition or specified capital investment. The Pre-Emption
Group's Statement of Principles defines “specified capital
investrment” as reaning one or more specific capital
investment related uses for the proceeds of an issue of equity
securities, in respect of which sufficient infermation regarding
the effect of the transacticn on the Company, the assets the
subject of the transaction and {(where appropriate) the profits
attributable to them is made available to shareholders to
enable them to reach an assessment of the potentiat return.

Accordingly, the purpase of resolution 19 is to authorise the
directors to allot new shares and other equity securities
pursuant to the allotment authority given by resolution 17,

or sell treasury shares for cash, without first being required to
offer such securities to existing sharehclders, up to a further
norminal amount of £979,482.29 (representing 97,948,229
ordinary shares}, being approximately 5% of the Company’s
issued ordinary share capital as at 24 May 2022, the latest
practicable date before the publication of this Notice. The
authority granted by this resoluticn, if passed, will enly be used
in connection with an acquisition or specified capital investrment
which is announced contemporanecusly with the allotment,

or which has taken place in the preceding six-month period
and is disciosed in the announcement of the issue, If the
authority given in resolution 19 is used, the Company will
publish details of its use in its next Annual Report.

The authority granted by resolution 19 would be in addition

to the general authority to disapply pre-emption rights under
resolution 18. The maximum nominal value of equity securities
that could be allotted if both authorities were used would be
£1,958964.59, which represents approximately 10% of the
Company's issued ordinary share capital as at 24 May 2022,
being the latest practicable date before the publication of
this Notice.

The directors intend to adhere to the provisions in the
Pre-Emption Croup's Statement of Principles and not to allot
shares or octher equity securities or sell treasury shares for
cash an a non-pre-emptive basis pursuant to the authority
inresolution 18 in excess of an amount equal to 75% of the
total issued ordinary share capital of the Cormpany, excluding
treasury shares, withini a rolling three-year period, other than;

(i) with prior consultation with shareholders; or

(i) in connection with an acquisition or specified capital
investment which is announced contermporaneously with
the allotment or which has taken place in the preceding
six-ronth period and is disclosed in the announcement of
the allotment.
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NOTICE OF MEETING 2022
CONTINUED

EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

The directors have no current intention to aliot shares
except in connection with employee share schemes,
These authorities will expire at the conclusion of the AGM
in 2023 or on 1 October 2023, whichever is sooner.

AUTHORITY FOR THE COMPANY TO
PURCHASE ITS OWN SHARES

20

Authority is sought for the Company to purchase up to 10% of
its issued ordinary shares renewing the authority granted by
the shareholders at previous ACMs,

The directors have no present intention of exercising the
authority to purchase the Company’s own ordinary shares;
however, this authority would provide therm with the flexibility
to de s0 in the future, if the prevailing market conditions made
such purchases in the best interests of sharehotders generally.

Ordinary shares purchased by the Company pursuant to

this authority may be held in treasury or may be cancelled.

it remains the Company’s intention to cancel any shares it
buys back rather than hold them in treasury. The Company
currently hotds no shares in treasury. The resolution specifies
the minimum and maximum prices which may be paid for any
ordinary shares purchased under this authority, reflecting the
requirements of the Listing Rules.

The Company has options outstanding over 1i0.1 million
ordinary shares, representing 5.62% of the Company’s issuad
ordinary share capital as at 24 May 2022, the latest practicable
date before the publication of this Notice.

If the existing authority given at the 2021 AGM and the
authority now being sought by this resolution were to be fully
used, these options would represent 6.25% of the Company's
ordinary share capital in issue at that date.

NOTICE OF
GENERAL MEETING 21

In accordance with the 2006 Act, the notice period for general
meetings (other than an AGM) is 21 clear days' notice unless
the Company:

() Has gained shareholder approval for the holding of general
meetings on 14 clear days’ notice by passing a special
resolution at the most recent AGM; and

(i) Offers the facility for all shareholders to vote by
etectronic means.

The Company would like to preserve its ability to calt general
meetings (other than an ACM) on 14 clear days’ notice. This
shorter notice period would not be used as a matter of routine,
but only where the flexibility is merited by the business of the
meeting and is thought to be in the interests of shareholders
as a whole.

Resolution 21 seeks such approval and, should this resalution
be approved, it will rermain valid until the end of the next AGM.
This is the same authority as was sought and granted at last
year’s AGM.

SHARE INCENTIVE PLAN RENEWAL

22

Authority is sought to approve the renewal of the existing
Marks and Spencer Group plc Share Incentive Plan {"SIP7), which
is currently operated to enable employees to buy shares in the
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Company from their pre-tax salary (ShareBuy). The SIP

is a share incentive plan which was originally approved by
sharehotders in 2000 and was renewed by shareholders at the
Company’s Annual General Meeting in 2012, The Company is
seeking shareholder approval to amend and renew the SIP

to allow awards to continue to be made under it for a further
10 years. The mizin terms of the SIP are summarised on

pages 206 tc 207 of this Notice.

SECTION 190 TRANSACTION 23

Autherity is sought for the Company’s subsidiary, Marks and
Spencer plc ("M&S plcT), to purchase 565,952 A Ordinary Shares
in The Spaorts Edit {imited (*TSE™), amounting to 48% of TSE's
issued share capital from Mr. Justin King (the "JK TSE Shares™).

M&S plc acquired 777% of TSE's issued share capital in February
2022 as part of the Company’s third-party brands strategy for
Clothing & Home, and agreed simultaneously a timetable for
acquiring ancther 175% from TSE's owner/founder with the
ultimate aim of acquiring 100% of TSE's issued share capital.

The final 4.8% of TSL's issued share capital is currently owned
by Mr. Justin King, a Non-Executive Director of the Company.
As a result, purchase of the JK TSE Shares is conditional on the
passing of this resclution under Section 190 of the Act, as it

is a substantial property transaction as defined in the Act.

The Board believe that the 100% acquisition of TSE is a strategic
investment and tearning opportunity; the brand is well
positioned in the growing activewear market and has proven
capability in custormer segmentation, brand curation and
emerging brand identification. Mr. Justin King has been a
minority shareholder in TSE since 2018, which pre-dates his
appointment as a Non-Executive Director of the Company,
declared his interest in TSE upon appointrment as a Non-
Executive Director of the Company and did not participate in
any decision-making regarding the acquisition of TSE.

Subject to shareholder approval, M&S plc wilt acquire the

JK TSE Shares from Mr. Justin King within five business days
of the ACM at a total purchase price of £279582. This price
amaounts to £04904 per share, and is the same price per share
at which M&S plc acquired its current 77.7% holding of TSE
pursuant to a share purchase agreernent in February 2022.

RECOMMENDATION

Your directors believe that the proposals described above are
in the best interests of the Company and its shareholders as a
whole, and recommend you give them your support by voting
in favour of all the resolutions, as they intend to in respect of
their own beneficial shareholdings.

Yours faithfully,
Nick 4omd

Nick Folland Ceneral Counsel and Company Secretary
London, 24 May 2022



MARKS AND SPENCER GROUP PLC

NOTICE OF MEETING

Notice is given that the Annual Ceneral
Meeting of Marks and Spencer Group
plc (the “Company™} will be held at

and broadcast from Waterside House,
35 North Wharf Road, London W2 1NW,
in accordance with the information
provided on page 208, on Tuesday

5 July 2022 at 11am (the “ACM”)

for the purposes set out below.

Resoluticns 1 to 17 and 22 10 23 will

be proposed as ordinary resolutions, and
resolutions 18 to 21 will be proposed

as special resolutions.

1. To receive the Annual Report and
Financial Statements for the 52 weeks
ended 2 April 2022,

2. To approve the Direclors’ Rermuneration
Report for the year ended 2 April 2022,

as set out on pages 95 to 107 of the
Annual Report

To re-elect the following directors who are
seeking annual re-election in accordance
with the UK Corporate Covernance Code:

3. Archie Norman

4, Eoin Tonge

5. Evelyn Bourke

6. Fiona Dawson

7. Andrew Fisher

8. Andy Halford

9. Tamara Ingram

10. Justin King

5 JULY 2022

16. POLITICAL DONATIONS

To resalve that, in accordance with Section
366 of the Companies Act 2006, the
Company, and any company which, at any
time during the period for which this
resclution has effect, is a subsidiary

of the Company, be and are authorised to:

(A} make political donations to politicat
parties or independent clection
candidates, not excecding £50,000
in total;

(B} make political donations te political
organisations other than politicat
parties, not exceading £50,000 in
total, and

(€Y} incur political expenditure not
exceeding £50,000 in total;

provided that the aggregate amount of
any such donations and expenditure shall
not exceed £50,000, during the period
beginning with the date of Lhe passing

of this resolution and ending at the
conclusion of the AGM to be held in 2023
or on 1 October 2023, whichever 15 sooner.

For the purpose of this resolution, the
terms “political deonations”, "political
parties”, “independent election
candidates”, "political organisations®
and "political expenditure” have the
meanings set out in Sections 363 to
365 of the Companies Act 2006.

17. DIRECTORS’ AUTHORITY
TO ALLOT SHARES

11, Sapna Sood

To elect the following directors appointed
Lo the Board since the last Annual
General Meeting:

12. Stuart Machin

13, Katie Bickerstaffe

14. To resolve that Deloitte LLP be, and
is hereby, reappointed as auditor of

the Company to hold office untit the
conclusion of the next general meeting
at which accounts are laid before

the Company.

15. To resolve that 1the Audit Committee
determine the remuneration of the
auditor on behalf of the Board.

marksandspencercom/fthecompany

To resolve that the directors be and are
authorised generally and unconditionally
to exercise all the powers of the Company
to allot shares in the Company and to
grant rights tc subscribe for or convert
any security into shares in the Company-

(A) Uptcanominal amount of
£6,529,88195 (such amount to ke
reduced by any allotments or grants
made under paragraph (B) below
in excess of such sum); and

{B} Comprising eauity sccurities
{as defined in Section 560(1) of
the Companies Acl 20086} up to a
nominal amount of £13,05%,763.91
{such amount to be reduced by any
allotments made under paragrach
(A above) in connection with an
offer by way of a rights issue:

(i) To ordinary sharcholders in
proportion (as nearly as may be
practicable) to their existing
holdings; and

(i} To holders of other equity
securities as required by the
rights of those securities or
as the directors ctherwise
consider necessary,

and so that the directors may impose

any Llimits or restrictions and make any
arrangerments which they consider
necessary or appropriate to deal with any
treasury shares, fractional entitlements,
record dates, legal, regulatory or practical
problems in, or under the laws of, any
territory or any cther matter.

The authorities conferred on the directors
to allet securities under paragraphs (A)
and (B} will expire at the conclusion of the
ACM of the Company to be held in 2023 or
on 1 October 2023, whichcver 1s sooner,
unless previously revoked or varied by the
Company, and such authority shall extend
to the raking before such expiry of an
offer or an agreement that would or might
reguire relevant securities to be allotted
after such expiry, and the directors may
allot relevant securities in pursuance of
that offer or agreement as if the authority
conferred hereby had not expired.

18. GENERAL DISAPPLICATION
OF PRE-EMPTION RIGHTS

To resolve as a special resotution that,
subject to the passing of resolution 17, the
directors be empowered to allot equity
securities {as defined in the Companies
Act 2006) for cash under the authority
given by that resolution 17 (set out in this
Notice of Meeting), and/or to sell ordinary
shares held by the Company as treasury
shargs for cash, as if Section 561 of the
Companics Act 2006 did not apply to any
such allotment or sale, provided that such
authority be limiled:

(A) tothe allotment of cguity securities
and sale of treasury shares in
connection with an offer of, or
invitation te apply for, equity
securities (but in the case of the
authority granted under paragraph
(B) of resolution 17, by way of a rights
issue onlyy

(i} to ordinary sharehclders in
proportion (as nearly as may be
practicable) to their existing
holdings, and

(ii) to holders of cther equity
securities as required by the
rights of these securties or
as the directors otherwise
consider necessary;
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and so that the directors may impose

any limits or restrictions and make any
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractional entitlerments,
record dates, legal, regulatory or practical
problems in, or under the laws of, any
territory or any cther matter; and

(B} in the case of the authority granted
under paragraph (&) of resolution 17
and/for in the case of any sale of
treasury shares, to the allotment of
equity securitics or sale of treasury
shares (olherwise than under
paragraph (A) above) up to a nominal
amount of £975,482.29;

and shall expire at the conclusion of the
ACM Lo be held in 2023 or on 1 Gcltober
2023, whichever is sconer (unless
previously revaked or varied by the
Company in general meeting), provided
that the Company may before that date
make offers, and enter into agreements,
which would, or might, require eguity
securities to be allotted (and treasury
shares to be sold) after the authority
ends and the directors may allot equity
sccurities (and sell treasury shares)
under any such offer or agreement

as if the authority had not ended.

19. ADDITIONAL DISAPPLICATION
OF PRE-EMPTION RIGHTS

To resclve as a special resolution that,
subject to the passing of resolution 17,
the directors be empowered in addition
to any authority granted under resolution
18 to allot equity securities (as defined in
the Cornpanies Act 2006) for cash under
the authority given by that resolution 17
(set out in this Notice of Meeting) and/or
to sell ordinary shares held by the
Company as treasury shares for cash as if
Section 561 of the Companies Act 2006
did not apely to any such allotment or
sale, provided that such authority be

(A) limited to the allotment of equity
securilies or sale of treasury shares
up te a nominal amount of
£979,482.29; and

{B) used only for the purposes of
fimancing (or refinancing, if the
authority is to be used within six
months after the original transaction)
a transaction which the directors
of the Cormpany deterrine to
pe an acquisition or other capital
invastmeant of a kind conternplated
by the Statement of Principles on
Disapplying Pre-Emption Rights
most recently published by the
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Pre-Emption Croup prior to the date
of this Notice of Meeting;

and shall expire at the conclusion of

the ACM to be held in 2023 or on

1 October 2023, whichever is sooner
(untess previously revoked or varied

by the Company in general meeting),
provided that the Company may before
that date make offers, and entor into
agreements, which would, or might,
require equily securities to be allotted
(and treasury shares to be sold) after the
authority ends and the directors may allot
equity secunties (and sell treasury shares)
under any such offer or agreement as if
the authority had not ended.

20. COMPANY’S AUTHORITY TO
PURCHASE ITS OWN SHARES

To resolve as a special resolution that the
Company is autherised for the purposes
of Section 701 of the Companies Act 2006
to make onc or more market purchases
(as defined in Section 693(4) of the
Companies Act 2008) of its ordinary
shares of £0.01 each, such power to

be limited:

{A) toamaximum number of
195,896,459 ordinary shares;

(B} by the condition that the minimum
price which may be paid for an
ordinary share is £0.01 and the
maximum price which may be paid for
an ordinary share is the highest of

(i} an amount egual to 105% of the
average market, value of an ardinary
share for the five business days
immediately preceding the day
on which that ordinary share is
contracted to be purchased,and

(i} the higher of the price of the last
independent trade of an ordinary
share and the highest current
independent bid for an ordinary
share on the trading venue where
the purchase is carried out;

in each case, exclusive of expenses, such
power to apply until the end of the ACM
to be held in 2023 or until 1 Qctoker 2023,
whichever is sooner, but in each casc

so thal the Company ray enter into a
contract to purchase ordinary shares
which will or may be completed or
executed wholly or partly after the power
ends and the Company may purchase
ordinary shares pursuant to any such
cantract as if the power had not ended.

21. CALLING OF GENERAL MEETINGS
ON 14 DAYS’ NOTICE

To resolve a5 a special resolution that a
general meeting other than an Annual
General Meeting may be called on no
fewer than 14 clear days’ notice,

22. RENEWAL OF SHARE
INCENTIVE PLAN

To resolve that the amendment and
renewal of the amended Marks and
Spencer Group ple Share Incentive Plan
{the "SIP"), the principal terms of which are
summarised on pages 206 to 207 of this
Notice and the amended rules of which
are produced to this meeting, be
approved and the directers of the
Company authorised:

(A) to continue to operate the SIP and
do all acts and things they consider
necessary or desirable to implement
and give effect to the SIP; and

(B) to establish further ptans based on
the SIP but medified to take account
of local tax, exchange control or
securities laws in overseas territories,
provided that any shares made
available under such further plans are
treated as counting against the limits
on individual or overall participation
in the SIP

23. SECTION 190 TRANSACTION

To resolve that the purchase by the
Company's subsidiary, Marks and Spencer
ple, of 4.8% of The Sports Edit Limited's
issued share capital for the sum of
£279,582 from Mr. Justin King, being a
Non-Executive Director of the Company,
be approved in accordance with Section
190 of the Companies Act 2006,

By order of the Board

Nick Folland Ceneral Counsel
and Company Secretary

London, 24 May 2022

Registered office Waterside House,
35 North Wharf Road, London W2 TNW.

Registered in England and Wales
No. 4256886.



NOTES

1. Biocgraphies of the directors seeking
election (or re-election) are given in the
Annual Report on pages 60 and 61,
including their memkership of the
principal Cormmittees. The terms of Lhe
current directors’ service contracts

are such that all executive director
appecintments may be terminated by the
Company giving 12 months’ notice and by
the individual giving six months’ nctice;
non-executive directors have agreements
for service which can be terminated on
three months’ notice by either party,

Lhe Chgitman bas an agreement for
service which requires six monthsg’

notice by either party.

2. Registered sharehoclders: Mernbers are
entitled to appoint a proxy to exercise all
or any of their rights to attend, speak and
vote on their behalf at the ACM. Members
may appoint more than one proxy in
relation to the AGM, provided that each
proxy 1s appointed to exercise the rights
attached to a different share or shares
teld by that shareholder, A proxy need
not be a shareholder of the Company.

To request one or more paper proxy forms
{to appoint more than one proxy), please
contact our shareholder helpline on

0345 609 0810. Please indicate the number
of sharcs in relation to which each proxy
s authorised to act in the box below the
proxy holder's name, Please also indicate
if the instruction is cne of multiple
instructions being given, and if a proxy

is being apponted for less than your full
entitlernent, please enter the number

of shares in relation to which cach such
proxy is entitled to act in the box below
the relevant proxy holder's name. The
proxy form assumes you wish to vole on
all your shares in the same way. To vote
only part of your holding or to vote sorme
shares one way and some another, please
contact the shareholder helpline. All proxy
forms must be signed and should be
returned together.

3. if you would like to submit your vote
electronically in advance of the ACM, you
can do so by accessing the Lumi website,
https:f/weblumiagm.com/124-849-127.
Instructions are available on page 209

of this Notice. Alternatively, you can
submit your instruction by visiting
shareview.co.uk. All advance proxy votes
regardless of how they are cast are to be
returned by 11am on Friday 1 July 2022,
If you return paper and electronic
instructions, those received last by the
Registrar before 11am on Friday 1 July
2022 will take precedence. Electronic
communication facilities are available

Lo all shareholders and those that use
them wilt not be disadvantaged.

4. In the case of joint holders, where more
Lhar one of the joint holders purports to
appoint a proxy, only the appointment
submitted by the most senior holder will
ke accepted. Seniority is determined by
the order in which the names ¢f the joint
helders appear in the Company's register
of members in respect of the joint holding
(the first-named being the most senior).

5. Votes submitted in advance of the
meeting using the Lumi website will
constitute an instruction to appoint the
Chairrman of the meeting as proxy. The
shares covered by the instruclivn will be
voted as directed by the shareholder in
respect of the resolutions referred to in
this Notice of Meeting at the meeting
and at any adjournment of it

6. To be valid, any proxy form or other
instrument appoinling a proxy must

be received by post (during normal
business hours only) or by hand at Equiniti,
Aspect House, Spencer Road, Lancing,
West Sussex BN99 6DA no laler than 11am
on Friday 1 Juty 2022,

7. The return of @ completed paper proxy
form, other such instrument or any
CREST proxy instruction (as described in
paragraph 15 on lhe following page) will
not prevent a shareholder voting later if
they wish to do so. You must inform the
Company's Registrar in writing of any
termination of the authority of a proxy.

8. Indirect shareholders: Any person to
whom this Notice is sent who is & person
nominated under Section 146 of the
Companies Act 2006 to enjoy information
rights (2 “Nominated Person™} may,

under an agreement between them and
the shareholder by whom they were
norninated, have a right to be appointed
{or to have someone else appointed) as a
proxy for Lhe AGM. If 2 Nominated Person
has no such proxy appointment right or
does not wish to exarcise it, they may,
under any such agreement, have a right
to give instructions to the shareholder

as to the exercise of voting rights.

9. The staterment of the rights of
shareholders in relation te the
appointment of proxies in paragraphs 2 to
7 does nol apply Lo Nominated Persons.
The rights described in these paragraphs
can only be exercised by shareholders of
the Company.

10. Nominated Persons are reminded that
they should contact the registered holder
of their shares (and not the Company)

on matters relating to their investments
in the Cormpany.

11. To be entitled to join the meeting,
submil auestions and vote (and for the
purpose of the determination by the
Company of the votes they may cast),
shareholders must be entered on the
Register of Members of the Company

by 6.30pm on Friday 1 July 2022 (or, in the
event of any adjournment, 630pm

on the date which is two working days
prior to the adjourned meeting). Changes
to the Register of Members after the
relevant deadline shall be disregarded in
getermining the rights of any person

to join, submit questions and vote at

the moeeting.

12. The following docurments are available
for inspection at an agreed time at the
Company’sregistered office: Waterside
House, 3% North Wharf Road, London

W2 TNW. Email company.secretary@
marks-and-spencer.com during norrmal
business hours on any weekday
{excluding public holidays).

{i) Copiesof the executive directors’
service contracts.

{ii) Copies of the non-executive directors’
letters of appointment.

(iii) Copies of the directors’ Deeds
of Indernnity.

(iv) A copy of the Articles of Asscciation
of the Company

{v} A copyof the amended rules of the
Marks and Spencer Group plc Share
Incentive Plan.

Coptes of these docurnents will also be
available at the ACGM upon request, from
8.30am on the morning of the AGM

until the meeting's conclusion. A copy
of (v) above will also be available for
inspection on the National Storage
Mechanism at hitps://fdata.fca.org.uk/#/
nsm/nationalstoragemechanism from
the publication date of this document.

13. Shareholders are advised that, unless
otherwise specified, the telephone
numbers, website and email addresses
set out in this Notice or proxy forms are
not to be used for the purpose of serving
information or docurnents on the
Company, including the scrvice of
decuments or information relating to
proceedings at the Company's ACM.

14. As at 24 May 2022 (the latest
practicable date before the publication
of this Notice), the Company's issued
share capital consists of 1,958964,586
ordinary shares carrying one vote each.
No shares are held in treasury. Therefore,
the total voting rights in the Company
as at 24 May 2022 are 1,958,964,586.

Annual Report & Financial Statements 2022 205



MARKS AND SPENCER GROUP PLC

NOTICE OF MEETING 5 JULY 2022

CONTINUED

NOTES CONTINUED

15. CREST memibers who wish to appoint

2 proxy of proxies through the CREST
electronic proxy appointment service may
do so for the AGM and any adjournment
thereof by using the procedures described
in the CREST manual. CREST personal
members or olher CREST-sponsored
members, and those CREST membears who
have appointed a service provider, should
refer Lo their CREST sponsor or voting
service provider, who will be able to take
the appropriate action on their behaif.

16. For a proxy appointmeant or instruction
made using the CREST service to be valid,
the appropriate CREST message {(a “CREST
proxy instruction™ rmust be property
authenticated in accordance with
Euroctear UK & ireland Limited's
specifications and must contain the
information required for such instruction,
as described in the CREST manual
(available via euroclearcom) The
message, regardless of whether it
constitules the apoointment of a proxy or
is an amendment to the instruction given
to a previously appointed proxy must, in
order to be valid, be transmitied sc as to
be rcceived by Equiniti (iD RA19} by Tlam
on Friday 1 July 2022. For this purpose, the
time of raceipt will be taken Lo be the time
(as determined by the time stamp applied
to the message by the CREST Appilication
Host) from which Equiniti is able to retrieve
the message by enquiry to CREST in the
rmanner prescribed by CREST. After this
time, any change of instructions to proxies
appointed through CREST should be
communicated to the appointee through
other means.

17, CREST members and, where applicable,
theirr CREST sponsors, or voting service
providers should note that Euroclear UK &
Ireland Limited deoes not make available
spedcial procedures in CREST for any
particular message. Normal system
timmings and lmitations will, therefore,
apply in relation te the input of CREST
proxy instructions. It (s the responsibitity
of the CREST member concerned to

Lake (or, if the CREST member is 2 CREST
personal member, or sponsored memdber,

or has appointed a voting service provider,
to procure that their CREST sponzor or
voting service provider(s} take(s)) such
action as shall be necessary to ensure that
amessage is transmitted by means of the
CREST systern by any particular time,

In this connection, CREST members and,
where applicable, their CREST spansars

or voting system providers are referred in
particular to those sections of the CREST
rmanual concerning practical limitations

of the CREST system and timings.

18. The Comparny may treat asinvalid a
CREST proxy instructionin the
circurnstances set out in Regulation
3%(5)(a) of the Uncertificated Securitios
Regulations 2001

19.1f you are an institutional investor,
you may be able to appoint a proxy
electronically via the Proxymity platform,
a process which has been agreed by

the Company and approved by the
Registrar For further information
regarding Proxymity, pleasc go to
WWwW,proxymity.fc. Your proxy must be
lodged by 1tam on Friday 1 July 2022 in
order to be considered valid Before you
can appoint a proxy via this process you
will need Lo have agreed to Proxymity’s
associated terms and conditions. 1t is
important that you read these carefully
as you will be bound by them and they
will govern the electronic appointment
of your proxy.

20. Any corporation that s a member
can appoint one or rmore corporate
representatives who may exercise on
its behalf all of its powers as a member,
provided that they do not do soin
relation to the sare shares.

21. Under Section 527 of the Companies
Act 2006, members meeting Lthe threshold
requirerments set out in that sectian

have the right to require the Company to
publish cn a website a statement setting
out any matter relating to:

() the audit of the Company's accounts
(including the auditor's report and the
conduct of the sudit) that are tobe
laid before the ACM: or

{ii) any circumstance connected with
an auditor of the Company ceasing
to hold office since the previous
meeting at which annual accounts
and reports were laid in accordance
with Section 437 of the Companies
Act 2006,

The Cormpany may not require the
shareholders requesting any such website
publication to pay its expenses in
complying with Seclions 527 or 528 of
the Cormpanies Act 2006. Where the
Company 1s required to place a staterment
on a websile under Section 527 of the
Companies Act 2006, it must forward the
staternent to the Cornpany’s auditor no
later than the time when it makes the
statement available on tho website The
business that may be dealt with at the
ACM includes any statement that the
Company has been required to publish
on a wobsite under Section 527 of the
Companies Act 2006,

22. Any mamber joining 1he meeting has
the right to ask questions. The Company
must cause to be answered any such
question relating to the business being
dealt with at the meeting but no such
answer need be given if

(i} todosowouldinterfere unduly
with the preparation for the meeting
or involve the disclosure of
confidential infermation;

(ii) theanswer has already been given
on awebsite in the form of an answer
to a question; or

(iii} it is undesirable in the interests
of the Company or the good order
of the meeting that the question
be answered.

23. A copy of this Notice, and other

information required by Section 311A of
the Companies Act 2006, can be found
at marksandspencer.com/fthecompany.

24. Please see the letter dated 24 May
2027 from the Ceneral Counsel and
Company Secretary on pages 199 to 200
for further explanatory notes.

SUMMARY OF PRINCIPAL TERMS OF MARKS AND SPENCER GROUP PLC SHARE INCENTIVE PLAN

1.1 GENERAL

The Marks and Spencer Group plc Share
thcentive Plan (the “SIP™) was originally
approved by shareholders in 2000 and
subsequently adepted by the Company in
2003. Shareholder approval was obtained
at the Company’s Annual Ceneral Meeting
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on 10 July 2012 to renew the SIP and the
Company is seeking shareholder approval
to amend the rules of the SIP to allow
awards to be made under the SIP until

5 July 2032, being the tenth anriversary
of the Annual Ceneral Meeting to be held
on 5 July 2022,

The SIP has been designed to meet the
requirements of a tax advantaged share
incentive plan under Schedule Z of the
Income Tax (Earnings and Pensions) Act
2003 s0o that shares in the Company can
be provided to UK employecs in a tax
efficient manner. The Company currently
operates the SIP to provide employeces
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with the opportunity to buy shares from
pre-tax salary under Lhe SIP (ShareBuy),
althcugh it may decide to cperate other
clerments of the SIP in the future.

1.2 OPERATION

The SIP operates in conjunction with a
trust and contains three elements.

The Company will decide which (if any)
of these elerments will be offered te
employees, provided that awards of
shares may not be made under the SIP
after 5 July 2032 The three elements are:

(A) ‘Free Shares’ which may be allocated
to an employee by the Company. The
rnarket value of Free Shares allocated
to an employce in any lax yoar may
not exceed £3,600 or such other lirmil
as may be perrmitted by the relevant
tax legislation. Free Shares must
be allocated on the same terms,
although they may be provided on
the basis of remuneration, length of
service or hours worked, or on the
basis of the performance targets,
within the Umits specified by the
relevant legislation.

(B) ‘Partnership Shares’, which an
employee may purchase out of their
pre-tax earnings. The market value
of Partnership Shares which an
employee can agree to purchase in
any tax year under current tax
legislation may not exceed £1,800 {or
10% of an employee's salary if lower).
Partnership Shares are purchased
on bebalf of an employee by the
trustees of Lhe SIP (the “Trustecs™).
The funds used to purchase shares
will ce deducted from the employee’s
salary. Funds deducted from salary
will be held on the employee’s behalf
until they are used to buy Partnership
Shares. The funds may be used to buy
Partnership Shares shortly following
deduction, or accumulated for up to
12 months before they are used to
buy Partnership Shares in which case
shares may ke acguired at the lower
of the market value of the shares at
the beginning or end of the
accumulation period

(C) ‘Matching Shares’, which may be
atlocated to an employee by the
Company following a purchase of
Partnership Shares. Matching Shares
are additional free shares. The
maximum number of Matching
Shares which the Company can
allocate Lo an employee following a
purchase of Partnership Shares by
the employee is two Matching Shares
for every one Partnership Share
purchased by the employee, or such
higher timit as may be permitted by
the relevant legislation. There is no
rninimum ratio of Matching Shares
which the Company must provide

following a purchase of Partnership
Shares. The same ratio will apply to all
employees who purchase Partnership
Shares under the SIP at that time.
Benefits provided under the SIP are
not pensionable.

1.3 ELIGIBILITY

When it operates the SIP, the Company
must offer all UK tax-resident employees
of the Company and subsidiaries
participating in the SIP the opportunity
to participate in the SIP and may extend
the invitation tc other employees meeting
the legislative requirements. The
Company may require employees to
have completed a minimum qualifying
period of employment before they can
participate but that period must nol be
more than, breadly, 18 months prior to
shares being awarded.

1.4 SOURCE OF SHARES

The Trustees may either subscribe for
new shares, acquire treasury shares or
purchase shares in the market for the
purposes of the SIP. The money to buy
shares will be provided cither by Lhe
employce's employing company o, In
respect of the acquisition of Partnership
Shares, by the ernployees. No new shares
will be issued under the SIP where such
issue would cause the number of shares
which have been or may be issued
pursuant to awards made (including
options granted) under all employee share
plans adepted by the Company over the
preceding 10-year period to exceed 10%
of the Company’s issued ordinary share
capital from time to time. Treasury shares
will count as new 1ssue shares for the
purpocse of this imit unless institutional
investor bodies decide that they need not
count. Options or awards which lapse are
excluded from this limit.

1.5 RETENTION OF SHARES

The Trustees will initially hold all Free
Shares or Matching Shares allocated to
employees and any Partnership Shares
acquired on the employees behalf.
Ermployees can withdraw Partnership
Shares from the SIP trust at any time.
Free Shares and Matching Shares held
by employees will be subject to a
requirement that the shares are held by
the Trustees for a pericd after the initial
allocation. This pericd will be notified te
employees at the time of allocation and
will not normally ke for less than three
years or more than five years. The SIP may
provide that if an ecmployee ceases to be
employed by a Croup company within
three years of being allocaled Frec Shares
or Matching Shares (or such cther period
as the Company may specify), their
rights to those shares will be forfeited.
However, in certain circumstances, for

example death, injury, redundancy,
transfer of the employing business or
company or retirement, employees will
retain any Free Shares and Matching
Shares. The SIP may similarly provide that
Malching Shares will be forfeited if Lthe
corresponding Partnership Shares are
withdrawn within up to three years. Special
provisions apply in accordance with the
relevant legislation in the event of certain
corporate transactions.

1.6 DIVIDENDS ON SHARES HELD
BY THE TRUSTEES

Where ordinary shares are held by

the Trustees for participants in the

SIP the participants will be treated as

the beneficial owners of the shares.
Some or all of any dividends received in
respect of shares held by the Trustees
may be used to acquire additional shares
for employees which must normally be
held in the SIP for a pericd of three years
or otherwise dividends may be distributed
to employees.

1.7 ALTERATIONS TO THE SIP

The SIP may at any time be altered by the
directors in any respect, provided that the
prior approval of sharcholders I1s obtained
for alterations to the advantage of
participants to the rules governing
eligibility, the individual limits on
participation, the overall imits on the
issue or shares or transfer of treasury
shares, the basis for determining a
participant’s entitlernent to, and terms

of, shares provided under the SIP and any
adjustments which may be made in the
ovent of a vanation of capital, except

far minor alterations to benefit the
administration of the SIP, Lo take account
of a change in legislaticn or to clotain or
maintain favourable tax, exchange control
or regulatory treatment for participants or
Group companies.

As previously authorised by shareholders,
the Company may also establish plans
based on the SIP to take account of local
tax, exchange control and securities laws
in overseas jurisdictions provided that any
shares made available under such further
plans are treated as counting against the
limits onindividual or overall participation
n the SIF
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MARKS AND SPENCER GROUP PLC

NOTICE OF MEETING 5 JULY 2022
CONTINUED

(NFORMATION FOR THE DAY

208

TIMINGS @

LOGCING IN @

VOTING

Date: Tuesday 7 June 2022

9:00am Registration opens for
vote casting and question
submission in advance of
the meeting.

Date; Friday 1 July 2022

11:00am Opportunity to submit votes
and guestions in advance of
the meeting closes.

Date: Tuesday 5 July 2022

9.30am Online meeting opens and
question submission recpons.

11.00am ACM begins and you will
be able to vote once the
Chairman declares the
poll open.

1.00pm ACM closes. The results of

approx. the poll will be released
to Lthe Londen Stock
Exchange once collated.

PHYSICAL ATTENDANCE .

Following the continued success

of the Cormpany’s digital AGMs, Lhis
year's meeling will once again be
fully digitally-enabled. Shareholders
are advised not to travel to the
venue on the day Please refer to the
following information and the user
guide provided on page 209 for
details of how to join and participate

in the meeting electronically.

Shareholders are encouraged to
view and participate in the 2022 AGM
electronically. This can be done by
accessing the AGM website: https:ff
web.lumiagm.com/124-849-127
ACCESSING THE @
AGCM WEBSITE

Lumi ACM can be accessed online
using most well-known internet
browsers such as Chrome, Firefox
and Safari on a PC, laptop or
internet-enabled device such as a
tablet or smartphone. If you wish to
access the ACM using this method,
please go to https:ffweb.lumiagm.
com/124-849-127 on the day.

ELECTRONIC
PARTICIPATION

Marks and Spencer Group plc

Co to httpsy/web.lumiagm.com/124-
849-127 where you will then be
prompted to enter your Shareholder
Reference Number and PIN. These can
be found printed on your Netice of
Availability or Voting Card sent to you by
post. Access to lhe AGM website to vote
and submit guestions in advance will be
available from 9am on 7 June 2022 until
TMam on 1 July 2022. Access to the ACM
website will reopen to participate on the

QUESTIONS

day from 930am on 5 July 2022

You are able to submit questions

live during the meeting on the Lumi
website by clicking en the “Messaging”
button. There will also be details and
instructions on the Lumi website if

you would like to ask a question live
by telephone.

Alternatively, you can subrmit guestions
inadvance via Lumi - a step-by-step
guide to voting and question
submission in advance and on

the day is on page 209

As noted in the Company Secretary's
letter on pages 199 to 200 of this
Notice, Anita Anand will be posing your
questions to the Board during the
meeting. I you would Lke to ask your
questicn in person though, you can
submit your recorded video question
by ernail to AGMquestionsubmission@
marks-and-spencer.com, to be
received by no later than 5pm on
Friday | July 2022. Please ensure that
your question recording lasts no
longer than ocne minute, so that we
can hear fram as many sharcholders
as possible. By submitting a video
question, you consent to your video
being played during the ACM
broadcast; please note that the

ACM recording will be made publicly
avallable on our corporate website
after the meeting.

Shareholder questions and answers will
be published on the corporate website
as soon as practicable after the
meeting. Where we receive a number
of questions covering the same topic,
we will publish summarised questions
and answers addressing as many
guestions received as possible.

If you're voting live during the

meeting, the voting options will
appear on the screen after the
resolutions have been proposed.
Press or click the option that
corresponds with the way in which
you wish to vote: “For”, "Against”

or “Withheld”

if you make & mistake or wish to
change your vouing instruction,
simply press or click the correct
choice for that resolution until the
pollis closed. W you wish Lo cancel
your “live” vote, press “Cancel”.

Please note that an active internct
connection is required in crder to
successfully cast your vote when
the Chairman comrmences polling
on the resolutions. It is your
responsibility to ensure connectivity
for the duration of the meeting.

Advance veting is also available
from 7 dune 2022, and details on the
different methods for voting in
advance are set out in the Company
Secretary’s letter on pages 199 to
200 of this Notice.

A step-by-step guide to voting via
the Lumi website live on the day,
and in advance, 1s on page 209.

PROXIES & CORPORATE
REPRESENTATIVES

If you are a duly appointed proxy
or corporate representative,
please contact the Company's
Registrar, Equinity, before 11am on
Monday 4 July 2022 by emailing
hybrid-help@equiniticom, for your
unigue username and password to
join the meeting. Please ensure a
valid proxy appointment has been
made by nc later than the voling
deadline detailed on page 199.

Mailboxes are monitored 9.00am to
5.00pm Monday to Friday (excluding
public holidays in England & Wales).



ONLINE USER GUIDE TO THE ELECTRONIC 2022 ANNUAL GENERAL MEETING

LUMI AGM PLATFORM GUIDE: BEFORE THE AGM

o Go to httpsi/fweb.lumiagm.com/124-849-

127. You will be prompted to enter your
Shareholder Reference Number ("SRN™)
and PIN, bath of which can be found on
your Notice of Avallabitity If you do not
have your SRN, pleasce contact Equiniti

by emailing hybrid.help@equiniti.com

quoting your fullname and address. When

successfully authenticated, shareholders
will be taken to the Home Page.

5(['

e Scroll down the full list of resolutions and

vote on each. Qnce completed, at the
bottom of the page, select the “Submit”
button to send your vote

..
r
I

To cast a proxy vote, select the voting
putton at the top of the screen The
resolutions and voting choices will be
displayed within the navigation bar
Further instructions on how to vote
can be found on the | lome Page and
at the top of the voting page.

EEE B

ey

If you would like to change your
rmind, you can do so by clicking
“Bdit Responses’

- iy T—gu-cr
— A
- s g v t
- -
———
e ettt
- L ]

1o vote, select your voling direction
from the options shown on screen
To change your mind, simply select a
different option.

Note Prowy voling will close 2t Vlam
on Friday 1 July 2022

LUMI AGM PLATFORM GUIDE: ON THE DAY

During the proxy voling period,
shareholders can submit a question by
typIng t inte the “Messaging” Teature.

° The AGM will commence at 11am on
Tuesday & July 2022 It can be accessed

through the same platform https:/fweb.

lumiagm.com/124-849-127 You will be
prompted to enter your SRN and PIN,
both of which can be found on your
Notice of Availability.

| ,

@ For each resolution, select the choice

correspanding with the way in which
you wish to vote. When selected, a
confirmation message will appear.
Ta change your mind, simply press
the correct choice which will override
your previous selection. To cancel
your vote, press "Cancel”.

The meeting presentation will begin at the
start of the AGM, when the Broadcast
Panel will autematically appear at the

side of the screen. You can expand and
minimise the screen by pressing the
Broadcast arrow at the top of the page

@ You can vote for all motions at the same

time by clicking on the "Vote All” direction
pbutton at the top of the page. You will still
pbe able to change your mind on individual
motions if using this feature.

When the Charrman declares the poll
open, a list of all resolutions and voting
chotces will appear on your device. Scroll
Lhrough the list to view all resclutions.
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If you would like Lo ask a guestion, select
the messaging opticn In the navigation
bar at the top of the page. Type your
message within the chat box at the tee
of the messaging screen. Click the send
bulton to submit,
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SHAREHOLDER INFORMATION

ANALYSIS OF SHARE REGISTER

Ordinary shares

As at 2 April 2022, the Company had 141,039 registered helders of ordinary shares Their shareholdings are analysed below. It should
be noted that many of our private investors hold their shares through neminee companies; therefore, the actual number of shares
held privately will be higher than indicated below

Percentage Number of Percentage

Number of of total ardinary of 1ssued

Range of shareholading shareholders shareholders shares share capital
1-500 74,666 5294 13,733,929 Q70
501-1,000 25619 18.38 19,330.681 0.99
1,001-2,000 20,501 1453 29,273,286 1.49
2,001-5000 14115 1001 43036371 220
5,001-10,000 3,679 2.61 25,240,066 1.29
10,C01-100,000 1,687 1.20 37,776,214 1.93
100,001-1,000,000 297 0.21 112,756,675 5.75
1,000,001-Highast 175 012 1677758122 85.65
Total 141,039 100 1,958,905,344 100
Percentage Number of Percentage

Number of of total ordnary of issued

Category of sharehclder shareholders sharcholders shares share capital
Private 137,808 9771 152,855,826 780
Institutional and corporate 3,231 229 1806049518 92.20
Total 141,039 100 1,958,905,344 100

USEFUL CONTACTS

Marks and Spencer Group plc
Registered Office

Waterside House

35 North Wharf Road

London W2 TNW

Telephone +44 (Cy20 7935 4422
Registered in England and Wales
(no. 4256886)

General queries

Customer queries: 0333 014 8555
Shareholder querics: 0345 609 0810

Cr email:
chairman@marks-and-spencer.com

Registrar/sharehclder queries
Equiniti Limited, Aspect House,
Spencer Road, Lancing, West Sussex
BN39 6DA, United Kingdom
Telephone 0345 609 0810 and outside
the UK +44 (0)121 415 7071

Online: help.shareview.co.uk
(from here, you will be able to securcly
emait Equiniti with your enquiry).

Students

Please note, students are advised to
source information from our website.

Additional documents

An interactive version of cur

Annual Report is available online at
marksandspencer.com/annualreport2022.

Additionally, the Annual Report

(which contains the Strategic Report)

is available for download in pdf format at
marksandspencer.com/annualreport2022.

General Counsel and
Company Secretary

Nick Folland

2021/22 FINANCIAL CALENDAR AND KEY DATES

5 July 2022

Annual General Meeting (11am)

9 November 2022°

Results, Half Yeart

12 January 2023"

Results, Quarter 3 Trading Update!

t Thase who have registered for electroric communication or news alerts at mark

* Provisional dates
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SHAREHOLDER QUERIES

DIVIDENDS

AGM

The Company's share register is
rmaintained by our Registrar, Equiniti.
Shareholders with queries relating to
their shareholding should contact Equiniti
directly using one of the methods listed
on page 210. For more general queries,
shareholders should consult the Investors
section of our corporate website,

MANAGING YOUR SHARES ONLINE

Shareholders can manage their holdings
oniine by registering with Shareview,

a secure online platform provided by
Equiniti. Registration is a straightforward
process and allows sharcholders Lo,

— Sign up for electronic shareholder
communications.

— Receive trading updates and other
clectronic-only broadcasts by the
Company via email.

- View all of therr shareholdings in
cne place.

— Update their records following a
change of address.

— Have dividends paid into their
bank account.

- Vote in advance of Company
gencral meetings,

M&S encourages shareholders to sign

up for electronic communications
("e-comms’) as Lhe Company has found
this creates a more engaged shareholder
base The reduction in printing costs and
paper usage also makes a valuable
contribution te our Plan A commitments,

To find out more infermation about the
services offered by Shareview and to
register, please visit shareview.co.uk.

Further to Lhe announcements made
by the Company on 10 November 2021
and again on 13 January 2022, the Board
will nat be making a final dividend
payment for the 2021/22 financial year.

DUPLICATE DOCUMENTS

Many shareholders have more than
one account on the Share Register and
receive duplicate documentation from
us as a result. If you fall into this group,
please contact Equiniti to combine
YyOour accounts.

SHAREGIFT

If you have a very small shareholding
that 1s uneconomical to sell, you may
want to consider donating it to ShareGift
(Registered charity no. 1052686}, a charity
that specialises in the donation of

small, unwanted shareholdings 1o

good causes You can find cut more

by visiting sharegift.org or by calling

+44 207930 3737

SHAREHOLDER SECURITY

An increasing number of shareholders
have been contacting us to report,
unsolicited and suspicious phone catls
received from purported “brokers” who
offer to buy their shares at a price far in
excess of their markel value. it is unlikely
that firms autherised by the Financial

Conduct Autherity ('FCA™) will contact you

with offers like this. As such, we believe
these calls are part of a scam, commonly
referred to as a “poiler room™ The callers

obtain your details from pubticly available

sources of infermation, iIncluding the
Company’s Sharc Register, and can be
extrermely persislent and persuasive.

Shareholders are cautioned to be very
wary of any unsolicited advice, offers to
buy shares at a discount, sell your shares
at 2 premium or requests to complete
confidentiality agreements with the
callers. Remember, if it sounds too
good to be true, it probably is!

More detailed information and guidance
is available on our corporate website.
We also enccurage shareholders to read

the FCA's guidance on how to avoid scams

at fea.org.uk/consumers/protect-
yourself-scams An cverview of current

common scams I1s avaikable on the Acticen

Fraud websile actionfraud.police.uk.

This year's AGM will be held and broadcast
from Waterside House on 5 July 2022.
The meeting will start at 11am

The 2022 ACM will be fully

digitally enabled once again and

will be broadcast online from
Waterside House. We strongly
encourage shareholders to participate
in the meeting electronically by
accessing the AGM website,
https:/fweb.lumiagm.com/124-849-127.
Further detzils can be found on

page 208 of the Notice of Meeting
and in the user guide on page 209.

The meeting will also be available to view
online after the event at
marksandspencer.com/thecompany.

MES reserves Lhe right to retain and use
footage or stills for any purpose, including
Annual Reports, markeling materials and
other publications.
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