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ATAGLANCE

M&S IS ABRITISH VALUE FOR MONEY RETAILER
focused on own label businesses, including
Food, Clothing & Home and Bank & Services in
the UK and internationally.

Today, we operate a family of businesses, selling high-quality, great-value
own-brand productsin the UK and internationally, from 1,509 stores and over

100 websites globatly. Together our 70,000 colleagues across our stores, support
centres, warehouses and supply chain serve nearly 30 million customers each year.

The objective of our transformation programme is to restore the M&S business and
brand, to deliver long-term, sustainable, profitable growth for
our investors, colleagues and wider communities.

In a year defined by the pandemic, through our Never the Same Again programme,
we have accelerated our transformation and forged a reshaped business
as we emerge from the crisis.

GROUP OVERVIEW

£9.Obn-ﬂ.8% £(201.2)m(19/20:£67.2m) 50.5%(19/20:22.5%)

Group revenue Grouplossbefore tax Percentage of UK Clothing
& Home sales online

(9.8)p(]9/20: +P £41 .6m¥89'7% 67% (19/20: 63%)

Basic loss per share ° Profit before tax and
adjusting items Food: Value for money perception
£1.11bn™" 81"
No dividend paid for 20/21 .
0 Net debt excluding lease liabilities Stores: Net promoter score’
1 1]3 {19/20:16.7p) 51(19/20: 57)
.
‘ Adjusted earnings per share M&S.com: Net promoter score’
Cover Alternative performance measures
Our colleagues, The report provides atternative performance measures ("APMs") which are not defined or specified
including Vicky in under the requirements of International Financial Reporting Standards as adopted by the EU.
our York Vangarde We helieve these APMs provide readers with important additional information on our business.
store, seen here with We have included a glossary on pages 191 to 195 which provides a comprehensive Ust of the APMs
ournew Family Dine In that we use, including an explanation of how they are calculated, why we use thern and how they
offer, went above and canbereconciled to a statutory measure where relevant.
beyond this year to 53 week year

serve our customers and

local communities This year we are reporting statutory results on the 53 weeks to 3rd April 2021, Inorder to provide

a meaningful companson with last years 52 week period financial information above has been
presented on a 52 week basis Statutory results: Croup revenue: £9,155.7m, Loss before tax
£(209 4)m, Basic loss per share: (10.)p.

1 Netpromoter score (NPSjequals percentage of ‘promaters' m nusthe percentage
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Access to more detailed
and interactive content

The money saved on
printing and postage
will help lower our costs

Reduces our carbon footprint
and saves paper

Independent auditor's report

Join our Digital First community

and sign up for online communications
only, in time for next year’s report.

It’s much less fuss, much more
interactive and you'll be helping

M&S to reduce itsimpact on

our environment.

To register, visit shareview.co.uk,
asecure platform provided by

aur Registrar, Equiniti. From the home
page, simply click "Portfolio”, followed
by “Open Portfolio Account”, and follow
the on-screeninstructions. You will need
your shareholder reference number

and activation code to register; these
have been posted te you inthis year's
Notice of Availability.
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STRATEGIC REPORT

CHAIRMAN'’S

LETTER

Forall of our businesses we believe
we willcome out of the pandemic year
not just changed but stronger. ”

Archie Nerman, Chairman

The: flagic
of MES Food

Market-leading
innovation, such as
our Taste Buds range
which was developed
with Great Ormond
Street Hospital for
childrenaged 4-10,
is akey part of our
Food strategy

Q2 Marks and Spencer Group ple

Dear shareholder,

in the last year the Covid-19 pandemic
has thoroughly distorted our trading and
operations in all our businesses. For large
parts of the year, the majority of our floor
space has been closed and evenin Food
large parts of the business have been
unablé to trade. As a result, financially it
has been a“lost year” Shareholders and
colleagues alike have borne the burden
of no bonus, no pay increase in 2020 and
nodividend.

With that, Covid-19 and the associated
lockdowns have accelerated changes

in the market that were previously
praceeding in the slow lane, In many areas,
it has been a case of “five years in one”.

The dramatic increase in the move to
onling, including in food, the shift to
“informal” in clothing demand, the use

of technclogy to connect colleagues,
suppliers and customers, and the demise
of many high streets and shopping
centres are trends which wilt never reverse.
To add to this, Brexit has made it much
more costly to trade our businesses in the
EU and Northern Iretand. For customers,
competitors and suppliers, the landscape
has changed forever.

For a business like M&S in the third year of
agargantuan transformation programme,
still wrestling with an ald slow culture and
only hatfway through profound change,
this posed a huge additional challenge.
Early an, therefore, we launched qur
“Never the Same Again” praegramme to
recognise that things would never go back
to"normal”and it was time to change for
good. We were and are determined to
embrace the changes and get ahead

of them.

Probably the most prefound acceleration
strategy in the year has been the
substantial shift tc online and digital.

In September, M&S Food and a selection of
clothing basics successfully launched on
the Ocado platform through our partners,
In Novermnber, we announced the creation
of MS2, our integrated Clothing & Home
online and data business. We have asa
result pivoted towards online in both sales
and management organisation to become
a business selling through rultipte
channels The next stage will be to create
a seamless single face to the customer to
becorme "omni-channel”

At the same time bringing forward
technology inncvation inthe store
channel has moved us to a much faster,
more flexible way of working, which in

turn enabled a significant reducticn in the
numbers of colleagues. As aresult, some
8,000 colleagues left the business, mostly
through voluntary redundancy, in 2020.

For all of our businesses, we believe we will
come out of the pandemic year not just
changed but stronger, and we 0ok
forward te a resumption of full trading
across the estate. Our Clothing & Home
ranges were already going through
profound change to improve style and
buy fewer products in greater depth.

The Food business, which was performing
strengly prior to Covid-19, coped well with
the headwinds caused by lockdowns, the
closure of travel locations and hospitality,
and the shift to scratch cooking.



Some people have commented that ocur
transformation seems “perpetual” and
lunderstand why they say that, but we are
addressing decades of torpitude ata time
when the world ismoving on at an ever
faster pace. One of our valuesis "talking
straight” and we are a leng, long way from
declaring victory. Thereis more to do
inevery aspect of the business but
especially in reforrming cur supply chain
and modernising the legacy store estate
where the need to speed up is absolute.

Retail is at heart a people business and
tackling what is probably the biggest
turnaround in UK retailing needs a top
team supported by an experienced

and engaged Board. We continue to
strengthen the talent in the business at all
levels and the Board has had a busy year,
often coming tegether for short sharp
weekly meetings to support the executive

Keopening

Asretail across

the UK reopened,

we concentrated on
helping customers
look ahead to brighter
days and highlighted
our flexible, easy
shopping experience.

aseventscameupthroughthe
windscreen inte view. We have been
delighted to welcome Eoin Tonge as a
strong new Chief Financial Officer and
Richard Price as Managing Director of
Clothing & Home At non-executive Board
level, Tamara Ingram and Sapna Sood
joined nearly a year ago and Evelyn
Bourke, the former Chief Executive of
BUPA, joined in February. Fiona Dawson,
Global President of Mars Food, has
recently joined the Board and she brings
extensive experience in food retailing and
transformational change. Pip McCrostie,
who lit up our boardroom for three years
with her good humour and insight, stood
down with our heartfelt good wishes and
thanks. With great regret, we learned
shortly afterwards that she has left us.
Her contribution and what she stood for
will rernain bright in our memaory for years
to come.

Renemed (EH

For everyone in our business and all our
shareholders, this year has been a year like
no other. But we are emerging stronger,
leaner and fitter. It has brought out the
bestin the M&S family of colleagues,
suppliers and customers. Many colleagues
have had to change rote to put all hands to
the pump. Cthers have been furloughed
and come backin good heart And some
have lost colleagues ar family members
from the pandemic. It has truly been a year
of "allin it together”and we thank them all.

As ever,

Archie Norman, Chairman

Focusing on contemporary design
and customer relevancy in the wake

. of Lhe pandemic has underpinned
waluo’b Eﬂg’l}ﬂ& our reshaped Clothing business.
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STRATEGIC REPORT

CHIEF EXECUTIVE’S
STATEMENT

66

We are taking the right
actionsandamore
resilient, reshaped
M&S is emerging

from the crisis. ’,

Steve Rowe, Chief Executive

Our 2020/21 report bears the impact of the
pandemic, spanning the beginning of the
first UK-wide lockdown through to near te
the end of the third lockdown in the UK.
However, it also reflects an acceleration

of transformation which has enabled the
business to deliver a resilient performance
thanks to the enormous efforts our
colleagues. Withinits chapters we outline
how we have used this period to accelerate
transformation under our Never the Same
Again programme to ensure a reshaped
business emerges from the crisis.

A RESILIENT FINANCIAL
PERFORMANCE IN AYEAR
OF DISRUPTION

The Group has delivered a profit before
tax and adjusting iterms this year of £41.6m
(19/20: £403.1m) alongside a statutory loss
of £201.2m.

DGisciplined cost management has helped
us to deliver a stronger balance sheet
than first thought. In addition, reduced
discretionary costs, managed stock flow
and a focus onworking capitalresultedin
net debt, excluding lease liabilities down
£278.6m te £1.11kn and strong liguidity.
We are grateful for total government
support of £306.1m which has partly
offset the effect of lost trade.

Strong underlying Food performance
M&S Food delivered strong underlying
life-for-like (LFL) growth of 6.9% adjusting
far the closure of hospitatity and the
adverse impact on franchise sales.
Operating profit before adjusting items
of £213.6m (19/20: £236.7m) reflected the
negative effects of product mix and

the impact of Covid-related costs on
convenience and hospitality businesses,

04 Marks and Spencer Group plc

The strong underlying LFL growth was
delivered in the face of further additional
headwinds, including the exposure to
office and shopping centre locations.
Unlike some competitors M&S Food
reported sates do not benefit froma
direct ocnline grocery presence, with these
sates reperted through Ocadoe Retail.

Lockdown also resulted in steep declines m
convenience categories, such as Food on
the move given reduced footfall and ready
rmeals as custorners switched to home
cooking. However, the repurposing of space
towards core categories, such as grocery,
household and meat, fish and poultry,
together with the continued transformation
of ourranges and value position, helped to
offset the loss of convenience trade.

Qur Food business had a good Christmas
and a very strong Easter in 2021, which fell
into week 53 of the financial year.

The Foad business incurred extra costs to
support customer and colleague safety of
£49.4m and incentives for non-furloughed
colleagues working through the pandemic
of £22.0m. Customer and colleague safety
1s vitally important to us and we believe we
ran the most secure stores inthe industry.
in addition £9.9m of costs were incurred as
aresult of Brexit which are set outin maore
detail in the Financial Review.

Exceptional Ocado Retail contribution
toresults

Ocado Retail delivered 43 7% revenue
growth over the 52 weeks ended

28 February 2021 and contributed
ashare of net income of £78.4m.

This has been an exceptional period

for grocery online and Ccado Retail
performed strongly. Higher than normal
basket size and a smoocthed trading profile

across the week, together with reduced
marketing costs, delivered a strong
improvement in profitability. The overall
result included the Croup’s share of
insurance receipts related to business
interruption at the Andover customer
fulfilment centre ("CFC™).

The well planned switchover went smoothly
as we took M&S Food online for the first time,
with an overall positive customer response
and the M&S share of basket exceeded the
Waitrose level prior to switchover.

Accelerated Online growth of 53.9%
partially offsetting store decline of
56.2% in Clothing & Home

The overall Clothing & Home result for the
year was heavily impacted by lockdowns,
ongoing sccial distancing, steep declinein
format and occasionwear, the location of
mary of cur stores in towns and shopping
centres, and the pricrity to clear stock.

Aswe implemented MSZ and took multiple
steps to improve online operating
performance, we were able to capitalise on
the change in customer shopping patterns
and saw a progressive increase in online sales
throughthe year. This was a result of strong
traffic, active customer growth, improving
frequency and lower returns. The business
had a good service and fulfillment
performance supported by previous
investrnent inthe Castle Donington
distribution centre and substantial expansion
of our fulfillment from store capability.

As reported for Food, stores in high streets,
shopping centres and city centres created
anextradrag on sales perfarmance, with
these channels representing ¢.70% of prior
year store sales.

Within categories, casual clothing,

kids and home outperformed but not
sufficiently to offset the adverse sales
mix in categories such as formal clething
and holiday. As a result total revenue
declined 31.5%.

Clothing & Home recorded an operating
loss before adjusting items of £129.4m
as lower sates were only partly offset by
reduced operating costs. Losses
substantially reducedin the second half
as the actions we took to accelerate online
growth partly compensated far losses

in store. Overall, online had strong
profitability, with an operating margin of
c.14%, for the year. Conversely, the
operating loss in stores represented a



margin on sales of L(26)%. Stringent action
toreduce or postpone orders, together
with measures to hibernate a small
amount of stock, resulted in a relatively
clean stock position by the end of the year.

Resilient International profitasa

result of franchise partnerships andg
strong online growth

International sales reflected the pandemic
impact across markets, offset by the
strong switch to online, which saw sales
growth of 114 3% at constant currency.

Operating profit before adjusting items
of £45.1m reflectsiniarge part the lower
Clothing & Home sales.

The International business incurred
Brexit-related costs of £6.2min the year.

Relaunched Sparks loyalty scheme and
M&S Bank customer offer

We relaunched the Sparks loyalty scheme
in July, shifting from a paints-based plan
which was delivered through a physical
card to a more custemer friendly digitat
experience. Since relaunch total
membership has grown to over 10m
customers. Alongside Sparks we are
repositioning M&S Bank, closing down
branches and moving away from traditional
banking accounts, focusing instead on
credit, currency services and payments,

Balance sheet strengthened

Atyear end, the Croup’s net debt
excluding lease liabilities declined by
£278.6m and total net debt was down
£434.7m. Cash flow was preserved
through a combination of actions, to
improve working capital, including new
termswith suppliers, adjustment to
arrangements with landlords, reduced
discretionary costs, careful managernent
of capital and government support.

During the period, the business
strengthened its cverall liquidity position
by reducing net debt, refinancing its
2021/22 debt maturities and managing its
standby Liquidity facility with its banks.

Adjusting items reflect cost
restructuring and the accelerated

store rotation programme

We have reported adjusting iterns of
£259.7m for the 53 week period. Significant
charges inciude £133 7m relating to the
costs of organisational change, including
the restructuring of operations
announced in the summer of 2020 and

in the Republic of Ireland. We have alsp
provided £95.3m for accelerated
depreciaticn and impairment as we
Increase rotation of the estate, to address
the drag of legacy stores unsuitable for
modern trading or in declining tocations.
Acharge of £79.9m has been recognised
forintangible asset impairrments, offset
by a £90.8m gain largely relating tothe
release of a portion of the Covid-19
inventory provision made in the prior year.

A RESHAPED M&S EMERGING FROM
THE PANDEMIC PERIOD

Qver the past three years, the objective of
the transformation has been to restore
M&S to sustainable growth through “facing
the facts™ that the business had failed to
address. From the start of the pandemic,
we recognised that it would accelerate
market trends, providing an opportunity
to bring forward the transformation to
ermnerge as areshaped business under our
Never the Same Again programme:

- Broadening M&S Food appeal:The Food
business is broadening its appeal through
mare relevant family-focused innovation
and improved value perception led by the
expansion of “Remarksable Value”lines.
Crowthis supported by significant cost
reduction, including synergies from
growth on Ocado, systems upgrades to
reduce waste and the Vangarde supply
chain programme, whichis delivering
better availability.

- Transition to M&S product on Ocado
Retail completed: Penetration of M&S
lines on Ocadoe is consistently over 25%
of Ocado Retail sales, outperforming
Waltrose. The next stage isto grow
capacity by ¢ 50% in the next 18 months
and to realise the further potential of
the joint venture.

- Omni-channel Clothing & Home
business emerging: Substantial
reshaping has created a product
engine providing a more contempaorary,
focused M&S range. In addition we are
beginning to partner with a curated
range of guest brands. This helps us
build strengthin hero categories and
relevance where we are weaker. We are
already trading with over 21 partners
and the customer response has been
positive. The creation of MSZ has brought
together the data and online teams to
prioritise online trading and growth while
leveraging our store estate moere
effectively. MS2 draws on the data engine
and the relaunched Sparks loyalty
scheme, which has grown to over 10m
members enabling a more personalised
relationship with customers.

- Accelerating rotation of the store
estate: The drag on performance of
the legacy estate has been exacerbated
by Covid-19, bringing forward the
decline of some locations but also
creating opportunities for rotation. We
are increasing the speed of change to
create a group of well-invested fuli line
storesin ¢.180 prime and core markets.
The costs of the rotation programme
will be largely funded by the release of
cash from the development of freehold
and long leasehold sites.

- AnInternational business focused
on major partnerships and online:
Online sales doubled in 2020/21 and
we are now investing in increasingly
localised fulfilment, expanding our

presence on rmarketplaces such as
Zalando and the launch of websites
including in a further 46 markets
announced in March. Digital trading
improvernents, partner store
modernisation and supply chain
developrment are positioning the
business for rapid recavery as lockdowns
end. Following Brexit, the business is
reconfiguring trading with its EU
businesses to reflect the challenges
of exporting to the EU.

BUSINESS POSITIONED WELL
FOR THE MEDIUM-TERM DESPITE
NEAR-TERM UNCERTAINTY
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Overall trading for the first six weeks of
the financial year has been ahead of the
comparable period two years ago in
2019/20 and our central case. Core Foodis
in strong growth although hespitality and
franchise remain adversely affected, with
Clothing & Home sales growing since
reopening and online remaining robust.

While encouraging, it is unclear how the
recovery will develop and if consumer
activity will sustainin Clothing & Home as
well as what the eventual pace and shape
of recoveryin hospitality and convenience
in Food will be. We have a strong
programme of capacity growth at Ocado
Retail although we expect some
normalisation of shape of week with

Driving app growlth

With store restrictions in place, we
made sure M&S was at our customers’
fingertips through our app. Knowing
app shoppers are among our most
engaged and valuable customers,
Sparks wasrelaunchedin summeras a
Digital First loyalty pregramme, fully
incorperated into our app. New digital
services improved the app further -
from Sparks Book & Shep - allowing
customers to reserve a shopping slot
at a time that suits them —toourScan &
Shop checkout-free payment service,
enabling them to shop direct frem their
mobile. In 2020 downleads increased
by over 150% on the previcus year and
inthe Autumn the M&S app topped the
Apple download charts following the
Sparks relaunch.

Annual Report & Financial Statements 2021 Q5



CHIEF EXECUTIVE’S STATEMENT CONTINUED

respect toits economics. The business
also continues to face headwinds with
cngoing disruption in various Internabionat
markets, both the Clothing & Home and
Food supply chains and the costs of Brexit.

Our central case for the current year
therefore assumes a gradual return
towards more normal customer behaviour
in storesin Clothing & Home and
hospitality and franchise in Food. With
that, we are assuming the receipt of
business rates relief inLine with
government guidance. Our scenario does
not assurme further lockdowns.

Inthis central case UK costs normalise to
levels broadly consistent with 2019/20
underpinned by the benefit of the
restructuring announced last year, which will
largely offset anincrease inbase pay rates,
costs related to transformation and higher
variable costs such as online fulfilment.

The business is now exposed to additional
costs following Brexit, largely due to the
administrative burden on exports of food,
particularly to the island of Ireland. This
includes additional supply chain costs at
Motherwell and Faversham depots, as well
as costs of a digital track and trace
platform, additional variable cost per tray,
veterinary certification, and costs of
change. Potential tariffs relate to duty on
exports of Clothing & Home and elements
of the Food catalogue into the EUL

The total estimated costimpacts for the
business are included in the Financial
Review. Around £27-33m relate to
operations on the island of Ireland. We have
provided a range of potential tariffs
depending onthe solutionsimplemented.
We are also working on longer term

initiatives including a review of European
business modals, lacal sourcing and
re-routing proguct through European hubs.

Capital investment for the Group will
increase to similar levels to 2019/20 as we
invest in the transformation, restart a
programme of store maintenance and
accelerate rotation.

Qurcentrai case is therefore that we will
generate profit before tax and agjusting
items between £300-350m and our ambition
is for a further reductionin net debt.

A path to a transformed business jn the
medium term

As the business emerges from Covid-19, we
have an ambitious plan for future growth
with a clear path to a transformed business.

Foodis delivering growthin core
categories with larger baskets andis now
positioned ta expand further in
convenience, build sales through larger
renewed stores and pragressively improve
profitability. In addition, Ocado Retail has
already announced plans which will
increase peak day capacity by ¢.50% and
has a structurally profitable long-term
model for growth.

In Clothing & Home the new buying
approach and expanded online capability
is gaining traction with customers. We
have mare active anline customers and
stores are positioned for recovery. We are
targeting in excess of 40% of Clothing &
Home revenue online in three years, with
an overall operating margin ahead of
2019/20 levels. International has ambitious
plans to grow online sales, working with
partners in key markets andin time to
offset the costs of Brexit.

Bringing the: best together

MA4&S and Ocado

1st September marked the beginning

of the transformational partnership
between M&S and Ocado, as customers
were able to order their favourite M&S
products oniine and have them delivered
as part of their weekly shop. The launch
has brought together M&5' 6,000-streng
high-qguality,innovative Food products
and 800 great-value everyday Clothing &
Home products, with Ocado's award-
winning online service. Over 750 new
M&S Food products were created for the
launch to offer customers a bigger,
better range at the same or even better
value. Ocado Retail can currently reach
over 74% of British househelds and

is making significant investment to
expand capacity, which willincrease

by ¢.50% cver 18 months and much
further beyond.

06  Marksand Spencer Group plc

Capital Allocation to prioritise

the transformation

The priority is to fund investrment in the
transformation and to rebuild balance
sheet metrics towards levels consistent
with investrment grade. Our approach
will priaritise building cmni-channét
capability, including investment in the
supply chain and maintenance of the
changing estate, with an expectation of
capital investment recavering to pre-
Covid levels. As above we are seeking to
fund the costs of rotation of the store
estate with the realisation of funds from
our asset management prograrmme,

As we recover balance sheet metrics
consistent with investment grade,
we will assess the reintroduction of
dividend payrments, although as we
focus onrestoring profitability this is
unlikety in the current year.

in a year like nc other we have delivered a
resilient trading performance, thanks inno
small part to the extraordinary efforts

of our cotleagues. in addition, by going
further and faster in our transformation
through the Never the Same Again
programme, we moved beyond fixing the
basics to forge a reshaped M&S. With the
right team in place to accelerate change
inthe trading businesses and build a
trajectory for future growth, we now have
a clear line of sight on the path to make
M&S special again. The transformation
has moved to the next phase,

Steve Rowe, Chief Executive



OUR STRATEGIC PRIORITIES

The aim of our transformationis to restore the business to sustainable,
profitable growth and make M&S special once again. This objective remains
unchanged. This year,under our Never the Same Again programme, we have
accelerated the parts of our transformation necessary to increase our relevance
inachanged consumer landscape. As a result of the action taken,

a substantially reshaped M&S is emerging from the pandemic.

STRATEGIC REPCRT
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Within the chapters of this report, we set out our strategic
priorities for the year ahead, as follows:

1 2

Astrong A successful
Food business transitionto
positioned M&S product
for growth on Ocado
O oo Retail and
growing
capacity
Q ma
STEP ONE
FIXING
THE BASICS

3

An omni-channel
Clothing &
Home business
drivenbya
re-shaped
product engine

[+ F3

STEPTWO

SHAPING
THE FUTURE

1 O

]
Accelerated An
rotation of the International
Store Estate businessfocused
© 24 onmajor
partnerships
andonline

O p22

STEP THREE

MAKING
M&S SPECIAL
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STRATEGIC REPORT

MARKET CONTEXT

2020/21 has beenayear beyond comparison for retailers globally. The impact of
the pandemic on the sector, with three UK-wide lockdowns and restrictions on non-essential
retail around the world during most of the year, has been profound andledto
radical shifts in how, where and what customers shopped.

Following the first ever decline recorded
for retail sales in 2019, total retail sales in
2020 contracted a further 0.3% year on
year, the worst year on record according
to the BRC/KPMG Retail Sales Monitor.

This continued into the early months of
2071 as the impact of the UK's national
lockdown continued to be felt.

with online retail sales expernencing
five years worth of growth injust
one year, as customers across all
demographics turned to digital

Incantrast, 2020 was also the year channels to make purchases.

where online shopping boomed,

FQOD

The grocery market returned
growth of 12% for the 52 weeks
ended 22 March 2021 to grow to
£131bn (Scurce: Kantar).

What customers bought

Theimpact of lockdowns led to marked shifts in which categories customers were buying into.
Withlocal restrictions in place and more Lime spent at horne, hospitality and our converience
categories such as Food on the move and prepared meals dectined. Customers instead turned
to scratch cooking, and we saw increases in our core categories such as meat, fish and poultry in
comparisan tatast year, as well as gro<éry and househaold items, with this shift best illustrated in
thetables below The adversely mpacted categories together accounted for around a third of
prior year sales, We reset our ranges instores to adapt to Lhis and played to our events strengths
across Easter and Christmas during Lhe year in order to maintain a relevant of fer, helping to aiso
offsetihe loss of convenience trade.

% change ta 19/20 % change to 19/20

Meat, fish, poultry, deli 13 Hospitality -81
Produce & flowers 8  Foodonthe move -47
Beers, wines, spirits 25 Bakery 7
Crocery & household 27  Prepared meals -5
Frozen 36 Confectionery -4
Total 15  Total -26

Where customers shopped

Online continued to be the fastest growing channelin the market with 87% year on year growth
versus 5% decline in stores, as more customers turned to home deliveries as lockdowns came in
tofarce, resulting in declining footfall in stores particularly in city centres Qur partnership with
Ocado launched M&S Foad online for the first Lime in September and posiLioned the business
strongly for growth (as outlined in more detail on page 14)

CLOTHING & HOME

The clothing market declined

by 20.9% year on year for the

52 weeksto 4 April 2021to 5

total value of £26 3bn (Source:
Kantar Wortdpanel Fashion) as
customers restricted their
purchasing behaviours resulting in
the largest ever fall in the number
of preducts bought

during the year

(source: ONS)

[o}:] Marks and Spencer Group plc

What customers bought

Demand across categories was polarised as customers increased time at home off the back of
the pandemic restrictions, with declines in formal and holiday clothing, and customers instead
buying inte casual clothing, kidswear and Home, with these changes in customer trends versus
last year illustrated in the tables below Categoriesin the nght-hand table below accounted for
c.18% of prior year sales. Cur Coodmove activewear range performed strongly off the back of
this and our recent shift to a more conternparary product of fering across our ranges pesitians
the business well as more casual trends become established long term

% change t019/20 Online Stores %change to19/20 Online Stores

Casual 61 -56  Formal -15 -72
Kids 78 -43  Holday -3l -72
Lingerie & men's essentials 121 -54  Shoes & accessories 3 -68
Hame & beauty 30 -47  Qulerwear 15 -52
Total 66 -51  Total -7 -9

Where customers shopped

Online saw a step change in growth by 56.1 percentage points to account for 58 9% share of
total ctothing sales across the market vs 29.9% last year, and supermarkets continued to make
headway through stores growing share by 13 2 percentage points on last year to account for
26.8% of store sates. The actions we took to improve M&S.com under our Never the Same Again
programme, alongside the launch of MS2 this year, helped us capture increased anline dermand
from customers with our reshaped business sef to enable more customers to shop with ease
across atl channels (as detailed on page 20)



BUSINESS MODEL

We operate a family of accountable businesses of Food, Clothing & Home,
International, Services, and Property,and the strength and balance of our
combined business model has been a source of resilience during the pandemic.

OUR CUSTOMERS

STRATEGIC REPORT

A FAMILY OF ACCOUNTABLE BUSINESSES

M&S serves nearty 30 mullion

customers 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, maore oftento our
customers and beyond, who we reach
through a channel network of 1,509 stores
and online services in the UK and across
over 10C international markets.

OUR COLLEAGUES

We employ ¢.70,000 colleagues

across our steres, support centres,

logistics operations and
international teams, who demonstrate
extraordinary passion for the business,
deliver outstanding customer service
and bring extensive technical skills and
expertise in areas such as sourcing,
fit and product development.

M&S uperales a lTamily of parallel
businesses, each led by its own integrated
management team, with functional
accountability for their divisions, including
marketing, supply chainand 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.

THE GROUP

Our centralteam includes Croup
Finance, Corporate Covernance,
Strategy and support functions such as
Communications and Human Resources.
The Group supports the busimess asa
whole, setting direction cf its growth
strategy, allocation of capitaland
overseeing cost efficiencies.
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Food: M&S Food sells sustainably
sourced products of exceptional
guality and value through five main
categories pratein, deliand dairy,
produce; ambient and in-store
bakery, meals, dessert and frozen;
hospitality and Food onthe move.

Clothing & Home: M&S sells stylish
cwn-brand clothing and homeware
through our principal product
departments; Womenswear,
Menswear, Lingerie, Kidswear
andHome.

International: M&S exports the best
of M&S Food and Clothing & Horme
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&SBank
(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
is a competitive fully renewable
energy source provider (operated
by Octopus)

Property: We have an active
Property Development team to
rhaximise Lhe value of our property
assets through investment and
development opportunities.

OCADO

M&S holds a 50% investment in

Ocado Retail, a relationship

between M&S and Ocado Group pic.
Since September 2020, the M&S Food
range and selected Clothing &Home
products have been available for
customers te shop on the Ocade
platform, giving the Group access
into the UK's fastest-growing grocery
sales channel

MsS2

MS2 brings together aur data

and online teams to invert the

conventional model where M&S.com
had been run as an extension of the stores
business and take advantage of the online
growth opportunity.

Annual Report & Financial Statements 2021 09
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STRATEGIC REPORT

— FOOD —

Financial highlights

£213.6m™

Operating profit before

Marks and Spencer Group plc

£6.0bn "

UK Food revenue

adjusting items

Market fresh

Our Fresh Market Update campaign
celebratedthe efforts our Select Farm
partners - including Scottish salmon farmer
Sarah Last (pictured) - Lake to bring M&S
customers great value, sustainabie food.
By building long-term trusted partnerships
with our suppliers, we deliver exceptional-
quality fresh produce and meat



PERFORMANCE

The action taken over the last twc and a
half years to broaden the appeal of M&S
Food meant we entered the crisis with
momentum, growing ahead of the market
and with the reshaping of the business
well under way. However, cur strong
rarket position in convenience
categories and hospitality, and
substantial presencein city centre, travel
and shopping centre locations meant
the business was impacted by recurring
Covid-19 restrictions as shopping habits
changed. With "stay athome” ordersin
place, there was a shift away from these
formats to larger cut-of-town retail parks,
meaning we saw mare customers doing
fewer, but fuller shops at M&S. Lockdown
conditions saw customers switch from
popular convenience ranges, such as
ready meals and Focd on the move, and
enjoy more scratch cooking at home,

In the face of these Covid-19 headwinds,
M&S Food delivered a strong underlying
performance, with LFL growth of 6.9%
when adjusted for the closure of
hospitality and the adverse impact on our
travel franchise business. Our operating
profit before adjustingitems of £213.6m
reflects the negative impact on our
product mix alongside the suspension of
hospitality and the Covid-related costs
to secure our operations, only partially
coffset by cost saving programmes and
government support, as our colleagues
worked hard to play their partin feeding
the nation throughout the pandemic.

The good underlying LFL growth was
delivered in the face of further additionat
headwinds, including the exposure to
office and shopping centre locations.
Unlike some competitors, M&S Food
reported sales do not benefit from a
direct online grocery presence, with
online sales of M&S product instead
reported through Ocado Retait.

The strong growth and exceptionat
contributien made by Qcado Retail in
the first full year of our partnershipis
set out on page 14,

The resilient performance is aresult

of the progress made against our
transformation plan during and priar
to the pandemic coupled with the
incredible efforts of our colleagues and
trusted supplier partners to respond
swiftly to customers’ changing needs
and behaviours.

As customers shifted away from
convenience, we dedicated maore space
towards the core grocery products our
customers were now searching for,
resulting in salesincreases on last year.

This action, combined with the significant
overhaul of our ranges and value position

already intrain, progressively offset the
loss of convenience trade.

In the absence of adirect online grocery
offer, the team responded quickly to
make our ranges mare accessible to
shielding customers through temporary
partnerships with delivery firms and
added capacity and new ranges such as
two ambient essentials boxes to our
gifting on M&S.com inresponse to
sustained demand.

Like-for-like sales

Like-for-like sales performance improved
inthe face of Covid-19 headwinds.

+1.3%

19/20 +1.9%
20/21] +1.3%

Availability

We continued our drive to improve
avallability and reduce waste through
Lhe Vangarde programme, designed
to improve the running of our stores

95. 5% (19/20: 93.3%)

. These figures are reportedon a 52-week basis

STRATEGIC KEY PERFORMANCE INDICATORS .

Quality perception

The proportion of customers who rated

us highly on quality. Our food strategy of
“protect the magic” includes maintaining the
guality our food products are famous for,

88%(19/20; 86%)

Value for money perception

The proportion of customers who rated us
highly an value fer money. Our relaunched
Remarksable range of trusted value,
high-quality products now accounts

for 10% of sales.

67% (19/20: 63%)

Vine-ing

Special event ranges offered
our custormersthe chance to
celebrate in style while
staying at home Qur special
Vatentine's Day DineIn
featured the Love Linguine
and heart-shaped Churros.
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Trick or treats

Identifying opportunities and
Lrading hard in smaller events,
including Halloween, drovea
strong performance inour
Food business.

Annual Report & Financial Statements 2021 n



FOOD
CONTINUED

As customers celebrated events at home,
we played to our strengths in special
occasions, We had a good Christmas and a
very strong Easter, which fell into the 53rd
week of the year. Alongside award-winning
great-value seasonal ranges, we offered
more relevant innevation — making our
special event ranges more accessible,
such as extending Plant Kitchen, and
introducing 30 products at Christrmas
which drove sales up 55% on the previous
year. We also identified opportunities in
smaller events, ncluding Halloween and
Burns Night, where we have historically
under-traded and delivered 22% sales
growth on last yearin stores.

As families spent more time together,

we provided more reasons to shop at M&S
with the relaunch of the popular Dine In,
including a family of four offer for £15,
The new family offer is rotated with a
different monthly therme, such as ltalian,
providing a great platform to show

our new innovations and larger family
pack sizes.

Kemantsadle
Value

In August 2020, we relaunched our
Remarksable Range - as a way of talking
to customers about trusted value,

with a promise to never compromise
our guality or sourcing standards.

Our TV campaign aimed to shift the

dial on value perception, by reassuring
customers they can shop with us for
those everyday essentials found in

their fridge, freezer and cupboards -
showcasing products such as our sliced
bread with added fibre and vitamin D for
65p and RSPCA assured milk for 85p.
Qur Rernarksable Value offer now
consists of over 340 products and
accounts for ¢ 10% of volumes.

12 Marks and Spencer Group ple

STRATEGIC REPORT

A RESHAPED M&S FOOD:
REPOSITIONED FOR GROWTH
WITH OCADO

The objective for Foed is to ‘protect the
magic’ by investing in our unigue focus
onown-brand innovation and fresh,
easy-to-cock food and growing through
larger, more inspirational stores while
madernising the cost base and supply
chain. With strong custaormer perceptions
on guality and a reputation for innovation
and trust, yet a small market share,

the business has a substantial

growth cpportunity.

- Protecting the ‘magic’ of our
innovation: The M&S Food range is
puilt on deep supplier relationships
and strong product knowledge to
drive a high level of innovation. Over
the past year, we created over 1,900
new lines to broadening appeal, in
healthy and family product. To help
deliver next-generation ideas,
a2 “Food Innovation Hub™ has been
established, bringing together
packaging, product innovation and
nutrition in areas such as plant-based
protein and sustainable packaging.

- Delivering better value: The aim for
M&S Food is to be always great value,
with better quality and ingredient
content more than compensating for
any difference in price. We have
extended our position on trusted
value led by the expanded range of
Remarksable Vaiue staple lines at an
everyday low price (see below). This has
supported afurtherimprovementin
value perception, which is now at its
strongest level in almost three years,

- Larger and more inspirational stores:
Foodrenewal aims to create larger
stores with the efficiency of a
supermarket and the “soul of a fresh
fecod market” and has now been
implemented in 15 stores with current
year openings and renewals raising the
total to around 40, As an own-prand
retailer, our product range needs to be
front and centre, so customers can see
the breadth of our offer in terms of
freshness and value, but this needs to
be backed with efficient operations, and
this is part of the test and learn pilot
process. These stores offer an increased
focus on produce, ambient, grocery and
frozen in aninspiring environment. The
initial trial stores outside Covid-affected
city centres grew sales 15% last year.

- Moving to digital marketing and sales:
Food marketing has shifted focusin
the last two years, away from
conventional promotional activity
towards high-impact brand-building
programmes and increased social
meadia engagement. This helps create a
new "shop window" to the brand, which
canreach new audiences. As a result,
while we have reduced marketing spend
and promotional activity is down
substantially, the share of spend on
social media and digital marketing
Increased by ¢.35% on the prior year



Kenewad stores

Our renewal store format, as seen
here in Hedge End, puts our fantastic
own-brand productrange centre
stage and offers customers a
contemporary shopping experience.
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- Food on the move: Despite the impact
in office locations during Covid, we
expect our sales in Food on the move
to recover over time with further
opportunities for growth through new
channels to market. In addition, the M&S
café offer has now been refreshed and
simplified and this year will implement
rmaodern quick to serve menus, which are
lower touch to prepare.

- Upgraded systems: High waste and
low availability in some instances reflect
acumberscme and under-invested
supply chain and high touch forecasting
and range management systems.
We are now commencing a programme
to upgrade core systems to reduce
manual interventions and improve
efficiency. Most importantly, we are
updating forecasting and ardering
technology with an objective of
reducing waste by more than 10%.
In addition, we are replacing the
space and range and display system,
improving the tailoring of ranges
to store,

- Rolling out supply chain
improvements: The Vangarde
pragramme is now cperating in ¢.350
stores served by five depots, with sales
uplifts from the first depot at over 3%,
compared with control stores, partly as
aresult of improved availability. We will
be rolling this out to the full estate over
the rest of this year.

- A new ambient distribution centre:
To suppert growth of ambient ranges
and enable customers to do a fuller
shop, we made a further investment
in supply chain capacity, cpening a
depotinMilton Keynes. This enabled
growth of 13% in ambient sales over the
Christrmas peak, with the next phase of
capacity planned for 2021/22.

- Lower cost to operate: We have now
delivered over £180m of cost of goods
savings over the past two years tc help
mitigate inflation and enable the
investment in trusted value. This
includes optimising volume with
strategic suppliers, reducing packaging
costs andre-specifying ingredients.

LOOK AHEAD

M&S Food is well positioned tc recover
momentum, especially as the travel,
hospitality and the convenience sectors
begin to return, Our commitment to
‘protect the magic’and modernise the rest
- coupled with the accelerated actions
taken under the Never the Same Again
programme - mean M&S Foodis set up
for the future.

Annual Report & Financial Statements 2021 13
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STRATECIC REPORT

PERFORMANCE

Over the 52 weeks ended 28th February
2021, Ocado Retail delivered 43 7%
revenue growth and contributed a share
of net income of £78.4m.

This financial year reflects a truly
extraordinary pericd for the online
grocery market, and Ocado Retail
performed strongly. Higher than normal
basket size and a smoothed trading profile
across the week, together with reduced
marketing costs, delivered a streng
improvement i profitability. The result
included insurance receipts related to
business interruption at the Andover
customer fulfilment centre ("CFC").

Within the year, Septermnber marked a
milestone inour transformation, as the
M&S Foad range was made available
online farthe first time. The launch has
brought together M&S’ market-leading
guality food and Ocado’s award-winning
service and given us a new platform to
demonstrate the breadth and value of
ourrange to new family customers and
teverage our buying scale, through
volurne growth,

Ahead of the launch, the two businesses
spent 12 months working closely together
in preparation, resulting in a seamless
switchover, M&S Food worked closely with

Ocado Retail to create a “one business”
mentality, setting common operating
procedures and business plans, and
sharing talent. Ocado customers were
introduced (o a bigger, better range at
even better value as M&S matched and
improved on the approximately 4,000
Waitrose products with an extended range
of M&S products (see opposite). Over
6,000 M&5 Food lines and over 8C0
Clothing & Home lines launched on

st September 2020 - including school
uniform and other quality staples.

The customer response has been positive
and M&S ranges consistently account for
over ¢.25% of the average Ocado basket
and around half of Ocado fresh category
sales. The most popular products reflect
our investment in everyday value and
broader range, with cur Remarksable
Value range staples like super soft bread
and British semi-skimmed milk topping
customers shopping lists.

The partnership supports our cost saving
programme and the increased volumes
sold through the Ocado switchover,
generating over £20m of synergies

inthe year.



OCADO RETAIL BRINGING
MULTI-CHANNEL TO M&S FOOD

The investrment in 50% of Ocado Retail
Limited ("ORL"), combined with the
successful switchover to M&S own brand
positions the business for a multi-channel
offer working closely with our Ocado
Croup partners. The next stageis to
aggressively grow capacity and to create
further opportunities for both joint
vertture partners.

We have begun to explore opportunities
for further collaboration across new
product development, data and

joint sourcing.

QOver the next 18 months, Ocado Retailis
irnvesting in ¢.50% increase in peak

day capacity, which wilLhelp meet
unfulfilled demand. In March this year, a
new min) CFC was openedin Bristol and
Ocado Retail will alsc open two larger
CFCsin Purfleet and Andover later in the
year, These CFCs alone will provide an
eventual 40% increase in sales capacity
at full utilisation.

Further investments to increase the
reach of the business into parts of the

UK that Ocado Retail does not currently
serve fully are likely in the months ahead.
In addition, it plans to open more

than 12 Zoom sites expanding its

immed acy proposition across London
and major UK cities.

We have a strong programme of capacity
growth at Ocado Retail although we
expect sorme normalisation of shape of
week with respect to its economics.

Inaddition, Grado Retail has already
announced plans which will increase peak
day capacity and has a structurally
profitable long-term model for growth.
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M&S and Ocado: Bringing the best together

Last summer, we officially
welcomed Ocado into the
M&S family. Our aim was to
create the UK's best online
grocer by bringing the best
together: Ocado's market
leading service with our
delicious quality food range.

While the launch marked the
beginning of our long term
partnership, it was also

an oppartunity to show
customers the full range of
M&S products so they can
see that we are serious about
value whilst still maintaining

than they think.

our high standards.

Exceptional growth

As more families shop for
M&S products online and
reappraise cur range, they
will find that delicicus, great
guality M&S Food costs less

Penetration of M&$ products on Ocado

Revenue growth over the 52 wecks ended 28 February 2021

43.7%

Share of net income

£78.4m

36%

34%

32%

30%

28%

26%

24%

Sept Qct
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STRATEGIC REPORT

CLOTHING
& HOME

PERFORMANCE

Inrecent years before the impact of the
pandemic, we had set out a pathway to
reversing the decline of our Clothing &

Home (C&H)business. We set out to build a

confident Clothing business which would
offer modern, contemporary stylish
products of great quality and value.

But to achieve this, we needed to:

- Restore our style and value cregentisls
and broaden our appeal.

- Reduce ourrange and option counts.

- Back our bestsellers and increase
high-volume wardrobe staples in our
market-leading categories.

- Modernise our end-to-end supply chain.

- Build to cne-third of sales online
by 2022

Going Into Covid-19, we were seeing the
early green shoets of work done toreset
categories. However, the impact of
Covid-19 across the total market has been
profound, which is best illustrated in the
decline in customer spend {(with 590m
fewer items purchased in 2019 vs 2020).
As reported at the half year, the
dependence on stores in high streets,
shopping centres and city centres created
an extra drag on store sales performance,
and many customers shifted their spend
online instead. This store location
headwind was combined with an adverse
move in sales mix towards casual clothing
and away from formal and occasion wear,
markets in which M&S has strong shares
Kids and Home outperformed but not
sufficiently to offset the demand mix.

Inresponse to the initial impact of
Covid-19, the team took swift and
decisive action to mitigate the immediate
effect onthebusiness and adapt to the
longer-term impacts:

- Sold through and managed excess
stock: Stringent action to reduce or
postpone orders together with
measures to hibernate a small amount
of stock after strong sell-through rates
resultedin a relatively clean stock
position by the end of the year

- Adapted our services and space:
Tock action to accelerate online growth
and adapted to the on-off restrictions
across the UK ensuring that our clothing
space and services traded in line with
government guidance and enabled cur
customers to shop with confidence.

- Responded to pandemic-driven
product choices: Boosted our product
offer and quickly responded to
changing customer trends by working
collaboratively with our sourcing offices
and suppliers. By improving efficiency
and reducing duplication of work we
were able to turn around products like
our ‘casual comforts’ range from Turkey
in 12 weeks.

The C&H result for the year is a reflection
of this, with lockdowns, sharp changes in
trends and purchasing behaviours, and
our priority of clearing stock; partially
offset by very strang growth in our online
business of 53.9%.

Losses substantially reduced inthe
second half as the actions we took to
accelerate online growth partly
compensated for losses in store, Qverall,
online had strong profitability, with an
operating margin of c.14%, for the year.

As aresult, total revenue declined
31.5% and we recorded an operating
loss before adjusting items of £129.4m
(19/20 Profit of £ 223 9m).

Financial highlights

£2.2bn™""

UK Clothing & Home revenue

L£(129.49m™"™

Operating loss before
adjusting items

16
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Brands at MES

We've adapted our Clothing
business to be more relevant
more often to cuslomers,

by unveilirng our Brands at
M&S offer It includes exclusive
collaborations from
contemporary womenswear
brands Ghost {pictured),
Finery and other adjacent
third party brands.

M&S XGHOST

Annual Report & Financial Statements 2021
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CLOTHING
& HOME
CONTINUED

Autograph

Our in-house brands,
including Autegraph,
PerUna and activewear
range Goodmove,
offer our customers
unbeatable everyday
style and value

STRATEGIC REPORT

A RESHAPED AND INCREASINGLY
OMNI-CHANNEL CLOTHING &
HOME BUSINESS

Our objective is to deliver an omni-
channel Clothing & Home business in

the UK, backed by exceptional data

and highly personalised customer
relationships. All channels will be driven
by a'product engine’ providing a more
contemporary focused M&S range bought
in greater depth alongside a family of
internal and external partner brands with
distinctive appeal to our customaers.

A strengthened Clothing & Home
‘product engine’: M&S own-brand
product, with contemporary design and
sustainable sourcing, is our competitive
advantage. Over the last three years,

we have substantially reshaped our
ranges, reducing option count, increasing
depth of buy on core lines —we have made
the big, bigger - such as our denim
business which continues to go from
strength to strength. By Autumn 2021
total aption count is expected to be
¢.25% lower than 2018 with the team
implermenting new range management
tools to maximise rate of sale of each
option. We continue to focus onrelevancy
by responding to customer trends. For
example the launch of the Goodmove
activewear range in January 2020
delivered an exceptional performance
overthe past year (+40%) and a number
one market share in full-price sales inits
category Asaresult of the werk done,

we have seen improvements in customer
perceptions of style incorporating more
contemporary fit and styling.

STRATEG!C KEY PERFORMANCE INDICATORS

Like-for-like sales

Like-for-like sales reflect theimpact on
store sales of lockdowns and restrictions
throughout the year. However, performance
improved through the year as the online
business built momentum

—29_8% 62% [ 19720
-29 8% 20/21

Value for money perception

The proportion of customers who rated
us highly on value for money We are
aceelerating our move towards trusted
value for customers

64%(19/20: 67%)

. Thesefigures arereported on a 52-week basis

Quality perception

The proportion of customers who rated

us highly on quality. Our reshaped Clothing
& Horme product engine is providing amore
contemparary [ccused M&Srange.

80%(19/20:79%}

Clothing & Home space
We arefocused on accelerating the reshape
of pur store estate forcustomers.

=0
-0.5%
19720 10.Am sqg f1

20/21 10 3misg ft
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Launched MS$2: In November, we
announced the launch of MS2 which has
brought together our digital, data and
online teams to shift the focus of the
business from a conventional model
where M&S.com was run as an extension
of stares, to prioritising ontine first.

The actions taken alongside the rise in
customers looking to shop online through
the pandemic resulted in a strong online
performance, as outlined in maore detait
over the next page. We also tooked to
drive the relevance of M&S by giving our
customers more reasons to shop on
M&S.com through the launch of a
curated range of complementary
third-party brands on our website for
the first time, as seen here in our case
study opposite.

Distribution networks to support

online demand: We had already invested
to simplify our distribution network and
grow capacity at Castle Donington. As
customer demand spiked, we supported
this by permanently increasing our
colleague numbers from the summer, as
well by recruiting for peak with an increase
of 1,000 colleagues for Christmas 2020 vs
Christmas 2019, We also grew our in-store
pick operation from c .80 stores to over
200 stores at our peak, and permanently
expanded our Bradford distribution centre
to support increased online demand,
underpinned by cost-efficient automation
across the site, helping to boost efficient
and dispatch capacity. This will enable us
to posipone the investrment in a new
fulfillment centre for 2-3 years.

LOOK AHEAD

Cur Clothing business is well ptaced as we
start to emerge from the pandemic, in
part due to the strong steps taken under
Never the Same Again torevitalise our
Clothing & Home product offering.

Qver the last three years, huge strides
have been made inreshaping the ranges
around new trading principles, most
notably to buy fewer lines in greater depth
from fewer strategic suppliers. The extent
of the shiftinrange has been obscured

by Covid-19 and the related trading
turmoil but we believe there is 2 marked
underlying improvement in style, shape of
buy, and value, which combined with our
expanded online capabilitiesis helping to
broaden our appeal.



Following anintial phase of wardrobe
replenishment Later this year, we expect
there to be a permanent shift in demand,
including a reduction in formalwear

and tailoring.

With that, we have shifted to focus on
growth categories, such as the 'new office
wear, kids, casualranges and the
Goodmove activewear range.

The emergence of platforms and the
increasing cost of online customer
acquisition for smaller retailers creates

an opportunity for M&S to leverage its
customer base, infrastructure and Sparks
to partner with guest brands on the M&S
platform. We can offer time-pressured
customers a curated group of value for
money, ccntemperary, stylish brands with
sustainability credentials.

This work is being led by a stronger team
under Richard Price. New additions include
Heidi Woodhouse {(joined in July to run
Home) and Fiona Lambert (joined in
February as MD of Jaeger). Anna
Braithwaite will join shortly as Director

of Marketing, with changing brand
perception an important part of setting
ourselves up for the future with energy;,
confidence and style

Kidswear

Kids' casualranges are
oneof the growth
categories we're pivoling
ourranges Lo focus an
as clothing trends shift
posl-pandemic.

Ceasalt

Womenswear brand
Seasalt was one of the
first wave of guest
brands to launch online
at M&S.comin spring
2021, alongside Hobbs,
Joules, Sosandar and
White Stuff.

Brands at MGS

Last year, we announced we would add
complementary and curated guest
brands to M&S.corm for the first time,
offering our customers more reasons to
browse and buy on the platform. Our
first brand, Nobody’s Child, launched in
October and the sustainably minded
offer has stretched appeal with nearly
10% of purchasers new to M&S
Womenswear. To date, we have launched
21 brands under owned, wholesale,
consignment or collaboration models -
such as our three drops of the exclusive
Chost x M8Srange Popular brands have
included Elle Junior for Kidswear and
Seasalt Cornwall and Sosander for
Womenswear. These brands complement
our own ranges and in-house brands
(Autograph, Coodrove & Per Una), with
each brand offering a curated range for
M&S.com. Initial results from the brands
launched have been encouraging; for
instance, thetop 10 lines in the dress
collaboeration with Finery sold strongly
after just one week of trading.
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As part of our brand strategy, in January
we purchased much-loved heritage
brand Jaeger for £6m and work is now
well under way to reimagine the brand.
We have made product we purchased
from the sale of Jaeger available to buy
on M&S com and in selected outlet

stores —the first capsule collection under
the new in-house team will be availabie
from Autumn/Winter 2021. The team is
focused on protecting the independence
and heritage of the brand for custormers
by creating product that is unique,
stylish and has tangible quality, and
leveraging M&S's reach, infrastructure
and scale to achieve efficiencies.
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MS2

STRATEGCIC REPORT

DRIVING OMNI-CHANNEL GROWTH

At our Half Year Results, we announced
the creation of MS2 to prioritise online
growth, bringing together our data and
online teams.

Grawth in the past year means Clothing &
Home now has a base of over 9m active
online customers making it one of the
largest platforms in the UK. \With that,

we have an objective to achieve in excess
of 40% of Clothing & Home revenue
through MS2in three years' time.

The MS2 plan focuses an three
core objectives:

Improving the online offer: Cur pricrity
is toincrease availability in the online
channel from historic tevels of 80%in
recent years mtroducing additional online
only ranges, recognising the different rate
of sale across channets, trialling “test and
repeat” products. Given that around
one-third of the M&Srange is year-round

Cormbined with a curated range of
third-party brands, we expect a
substantial improverment in the online
offer in the coming year.

Creating a digital-led customer
experience: Recognising that a mobile-led
customer experienceis central to anline
suCCess, we have increased investment in
optimising the site for mobile and growing
the M&S app, which generated over 3.5m
downloads Last year as we relaunched
Sparks. In addition, within the app we have
built digital services such as scan and
shop to pay by ohone and vides-powered
retail services suchas bra fit, beauty and
furniture sales.

To support the programmes of change
and deliver rewarding and canvenient
experiences with M&S for customers,
M&S Bank, which is hosted by HSBC,
annaunced the transformation of its
product and service offering to create a
digitatly enabled and uniguely rewarding

shopping and payment experience for
MA&S customers.

product, we will also expand bestseller
and never out of stock programmes.

Relaunching our Sparks loyalty programme

Cf&wti/ngf Y O‘bg'i/bwl

ExXpenience

The M&S ambition for
Sparksis to build the UK's
leading retail loyalty scherne
to supportincreased
customer frequency and
spend. In July, we relaunched
the programme shifting from
a points-based planwhich
was largely delivered through
a physical card, to a digital
experience enhanced with
online services such as

‘Book &Shop’. Since relaunch,
total membership has grown
to over 10m customers, of
which the majority are active,

The relaunched Sparks
enables M&Sto buildon
recent investment in data
science to create 2 more
personalised relationship
with members as opposed
to the traditional model of
targeted promations.

Marks and Spencer Croup plc

Driving greater engagement through our app
Weekly average app downloads (k)

355

. Alew
300 SP W

The purpose s not to drive 250
often unwanted prormotions

to large groups of customers,  °°° 46](/\)(/!(
but to make their shopping 150 Average
easter by reflecting their
personal requirements in 100

the products and sizes we i ll““ III
o
* oo K vl
Apr Jul

affer,when and where they
Gt Jan Mar

69k/wk

Average

need them.

Therelaunch has also
helped drive 3.5m M&S app
downloads, with M&S topping
the Apple download chartsin
the auturnn. Not only are app
customers typically highest
spending, but the app is also
the most cost-effective route
to market for M&S com as it
reduces spend on search and
third-party marketing.



Due Lo launch in the summer, this will
include a new reward credit card offering
and a digital payment solution for M&S
arowing Sparks customer base. This
repositioning will of fer customers a
number of new ways to pay, while
delivering personalised and rewarding
experiences with M&S at the same time,

Maximising M&$’s omni-channel
advantage: Unlike pure play retailers,
M&S has an advantage in its store

network which provides an opportunity
for rapid collection and returns and drives
incremental in-store sales. Investment in
Castle Doningtan, expansion of our site

at Bradford and the repurposing cf the
Thorncliffe warehouse means that M&S
has sufficient capacity for online deliveries
for the next 2-3 years.

Building on the success of our "buy online
ship from store” (BOSS) for fulfilment from
store stock, we are investing in technology
improvements to enable a low-cost rapid
click and collect offer from store stock
within hours. In additicn as part of the
omni-channel strategy, we have launched
five “10x" stores. In these stores, we are
targeting a substantialincrease in the use
of digital services, such as contactless
click and collect and returns and digital
payment and specific benefits for

Sparks members.

Through MS2 and the outlined
programmes of change, M&S isenabling
rmore customers to shop their way,
following the radical shift in purchasing
behaviours seen inthe last yvear, and is well
positioned for further online growth as a
result. Civen this, we are targeting in
excess of 40% of Clothing & Horne

revenue online in three years.

sz

The creation of the MS2 division
brings together our data and
online teams to focus on creating
a best-in-class online offer.
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Strategic Key Performance Indicators

50.5% (19/20: 22.5%)

Percentage of UK Clothing &
Home sales online

13.5m 1a0% 51 (19/20: 57)

Traffic (visits per week) M&S.com net promoter score'

11 Net promoter score (NPS) eavale e Rg it HOPBRAEIERLRSEERE: 2021 21

of detractors’



STRATEGIC REPORT

INTERNATIONAL

Our International business is doubling down on digital growth by modernising our
operations, digitising our support for partners, and driving growth anline through MS2.

Highlights

L -59.3% (19/20: 85} 103 (19/20: 44)
£45.1m 85
Operating profit before Netpromoter score International websites

adjusting items
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PERFORMANCE

Previously, we have outlined the decisive
actions our International business has taken
toreshape itself: exiting loss-making
markets, working with and supporting
select partners in large market s with growth
opportunities, and building our online
international sales channels for customers.

After theinitial onset of the pandemicin
the final months of our 2019/20 financial
year, last year we outlined the first actions
taken which would be the basis for the
year ahead in responding to the pandemic
including: flexing our support for partners,
optimising online channels and relevant
product for customers and upskilling
colleagues where needed. This resulted in:

- Anongoing flexible support model for
partnersinkey markets - with key examples
including partners having the facility to call
off stock regularly rather than receiving
infrequent shipments, or buy the relevant
product for their custorners through our
remote buying fairs.

- Expanding our dedicated international
e-ccmmerce platformresulting in one
adaptable website which we can localise
and tailor to different markets and
make it relevant and compelling for
local customers.

Overall, International sales for the year
reflected the pandemic impact and local
restrictions across our owned and partner
markets, offset by the strong switch to
cnline sales fream customers.

Clothing & Home sales declined 21.6% at
constant currency, largely driven by lower
store sales in the Republic of Ireland and
warking with partners to manage the
effects of the pandemicin their markets
partly offset by online sales which mcre
than doubled.

Food sales were more resilient, particularly
inthe Middle East and Asia as Covid-19
disruption changed customer demand to
favour eating in. This helped to offset a
weaker performance in travel franchise
sales in Europe and disruption from Brexit
in guarter four,

Operating profit before adjusting items of
£45im reflectsin large part the lower
Clothing & Home sales.

As outlined in the Chief Executive's
statement, our International business
incurred Brexit-related costs of £6.2m
inthe year.

International business focused on
major partnerships and online

The International business has the
objectives of delivering market-relevant
product, great digital service for our
partners and driving growth online
through MS2.

Based on the strong online performance
this year, we have an ambiticn to more
than double international antine retail
sales. This witl be delivered by investing in
digital marketing, expanding our presence
onmajor marketplaces such as Zalando,
and entering into new markets suchas the
46 countries announced in March. As the
business scales up, we expect to build
local warehouse and fulfillment capacity
to drive more rapid customer service and
to lower costs.

We are also modernising cperations and
digitising our trading interface for
partners. This includes:

— Launching afully “digital showroom”.
This transforms partners' ability to
create curated ranges relevant to their
markets and plan floors, windows and
campaign without the cumberscme and
castly buying fairs previously held.

- Driving faster rotation of the store
estate with new digitally enabled stores.
This includes a first 10 trial, offering
partners omni-channel innovations
such as fitting room assistance,
self-checkout and QR codes to access
online ranges.

- Creating a UK hub for export at Hemel
Hempstead. This avoids the need for
International stock to enter the UK
network where it is broken down for
needless storage and keeps product
consolidated for onward shipment . In
addition, partners can continue to
call off stock regularly and have
flexibility in receiving shipments.

Expanding sur
internationa
anline business

As part of our focus Lo turbocharge our
ontine business under our Never the Same
Again programme, in March this year we
launched 46 international flagship websites
in new markets, instantly expanding our
online reach to over 100 countries and
enabling millions more custamers to
purchase M&S products online.

LOOK AHEAD

Alongside the continuing uncertainty
around the impact of the pandemic on all
our Internaticnal markets and our cngoing
response, Brexit will be a major focus for
the business.

The full cost implications are outlined
inthe Financial Review, but for cur
International business the most
challenging effect of the Brexit deal is to
make the supply of fresh and chilled
product, especially prepared food, into
the EU very lengthy and bureaucratic
creating an enduring impact on
availability and trading costs.
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This situationis unlikely to improve in
the near term and we therefore need
to reconfigure trading with our

EU businesses.

The most significant impact is on our
Food operations intheisland of Ireland
and we are imptementing multiple
medium-term solutions to stabilise the
business both in the North and the
Republic. We have already modified food
export into the Czech Republic and are
working with our partnersin France to
review the model.

While these operations are relatively
smallin the context of the Croup, changes
toc our EU businesses as a result of Brexit
related costs may result in future
restructuring charges.
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PERFORMANCE

Prior to the pandemic, we had outlined
the challenges we faced with an
underinvested and ageing store estate,
which needed to be modernised to be fit
for the future through:

- Astore rotation programme.

- Redeveloping sites to unlock additional
value and make the most of our space
acress the estate.

- Trialling new store formats.

Last year, inthe face of the initial impact
of Covid-19, we made it clear that
establishing a store estate that could
suppart the rapidly changing behaviours
of our customers in terms of how and
where they were choosing to shopwasa
key part of our transformation.

Since then, we have seen that a continued
headwind to M&S brand perception and
performance continues te be the legacy
estate of full-line stores (selling both
Clothing & Home and Food), often in
declining locations or centres, with
inefficient space which is difficult to
shop and costly to replenish. We have
closed or relocated 59 full-line stores
overall, 16 Food stores and 8 outlets

hut the effect of the pandemic means
we can move faster.

There has rarely been a better time to
acquire new replacement space on good
terms and we have approved 17 new or
expanded full-line stores to open over
the next two years, including a numkber
of Debenhams stores, with the pipeline
continuing to grow.

STRATEGIC REPORT

While long leases have historically
constrained our ahility to ratate, we plan
tolargely fund the future closure costs
through the redevelopment of freehold
and long leasehold properties.

ACCELERATING ROTATION OF
THE STORE ESTATE

M&S had 254 full-line stores at year end.
While practically all Clothing & Home
departments in these stores contribute
positive cash, a number are in long-term
dectine, struggle to cover their allocated
central costs as a percentage of sales and
cannot justify future investment.

Our objective for the full-line estate isto
achieve a fully modernised core of 180
stores. Qur current best view of the future,
based on strass tests, regional modelling,
and current retail and efficiency
requirements, is as follows:

- Around 100 stores in prime retail
markets growing from the current
base of ¢.80 in these markets we will
investin renewal, redevelopment or
replacement of existing stores.

— Around 80 stores in core markets,
growing from the cusrent base of
€.65 stores through investments such
as the relocation of high street units
toretail parks.

- Incii@remaning, locations we will
rotate the estate. This will mean either
relocating te a Food only store or
another full-line store as above, or
consolidating multiple stores into one.
in around 30 locations which canno
tonger support a store we will close,
recapturing trade in nearpy stores
or online.

The overall benefit of well-located space
is illustrated by the profitability metrics of
each group shown right. The average
Clothing & Home cash contribution
margin in 2019/20 of prime leasehold
stores was 25% of sales or £3.0m per store.
This represents a higher parcentage
marginand more than 3xthe average
cash contribution per store of those out
of which we plan to rotate.

STORE ESTATE

We're pressing fast forward on our plans to fully modernise our store estate
and ensure our bricks-and-mortar presence is fighting fit for the future.

Average

CaHcash cash

contribution cantribution

Store Grouping margin' fm
Prirme stores 25.4% 3.0
Core stores 23.4% 1.3
Rotation stores 18.5% 09
Total 22.5% 1.4

The financial berefits of rotation are
compelling, far instance the table below
illustrates the benefit of consolidating
Northampton and Kettering stores into
one at Rushden Lakes Retail Park prior to
the pandemic. The previous stores were
ageing, with sales in decline and no
investment case to bring themup to
modern standards. The new retail park,
built between the two towns incorporates
shopping, dining and leisure facilities

on a site with good access and car parking.
The disposal of the freehold of one store,
helped to fund the closure and the (ease
costs of the remaining term of the other.
The new store has generated a substantial
upliftin cash profit and LFL sales were in
growth pre-Covid. The net investment
cost of the new store was just £21m
resuiting in a strong payback on the net
capital invested.

Kettering closure £fm
Sales 14.3
Cash contribution 11
LFL17/18 % -12.3
Northampton clasure £m
Sales 242
Cash contribution 2.5
LFLI7/18 % -7.0
Rushden Lakes £m
Sales 39.0
Cash contribution 4.8
LFL19/20% +6.5
LOOK AHEAD

To reduce investment risk and maximise
returns to shareholders we have set a
target payback forrelecations including
recapture of less than 4 years, with
standard lease terms of 10 years.

1 Metrics for 2019720 adjusted for Covicimpacts in Mareh 2020 Leasehold slores excludeiongleaseholds

24 Marks and Spencer Group plc



Returns outside of these parameters are
considered where they enable an exit of
long-term liability or in exceptional
locations. We will work with landlords to
negotiate appropriate terms at exit and
repurpose cr develop space. However in
some cases it will be more economic and
brand enhancing to have a vacant store
rather than lose the opportumty to move
to a better location.

Reflecting this at year end, further costs
of c.£268m are estimated over the life of
the programme, including for accelerated
depreciation and impairment. When
combined with the operational costs of
closure, we currently expect to incur total
cash costs of ¢.£260m over this period.

To fund the programme, we have a
number of freehold and long leasehold
properties which offer an oppertunity
torelease cash from development.

This includes our Marble Arch proposal
{outlined in our case study on the right)
and additional stores including a
number for residential developrent.
These properties tend o be in locations
where land values for alternative use are
higher than for existing use. We have an
objective to release at least £200m from
these projects.

While we acknowledge that the turbulence
of the past year means uncertainty
remains, we are currently forecasting fora
gradual return to mare narmal customer
behaviour, underlining the importance of
reshaping our store estate to enable our
customers to shep their way with M&S.

Highlights

9.7m™”

Footfall (average per week}

-A1%

m

Transactions (average per week)

81 (19/20: 68)

Stores net promoter score

Kedevelopment of arble Areh

As part of our efforts to emerge
stronger from the pandemic

under our Never the Same Again
programme, in March we announced a
proposal to redevelop our flagship
store on Oxford Street —Marble Arch.
First opened in 1930, the building has
been expanded and altered many
times and as a result, despite being a
much loved store, today offers an
inefficient and confusing experience
for customers.

M&S is in the unique position where
40% of our owned spaceis freehold or
long leasehold enabling us to unlock
value and fund our rotation of the
estate through a programme of
redevetopment and alternative use of
space. These largely arise in locations
where the rental cost of the existing
store is below the cost for alternative
use such as office or residential space
-such asin the case of Marble Arch.

The redeveloprment of the store will
see M&S work with partnersin creating
a new building which combines a
modernised M&S store offering a
full range of trusted value products
across the bottom three levels,
while repurposing the upper levels
to offer bestin class, Prime Crade A
sustainable office space, where we
anticipate a rebound in demand in
the coming years.
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STRATEGIC REPORT

OUR PEOPLE & CULTURE

The M&S family has been at its best during the myriad of challenges presented
by the pandemic. Our colleagues reacted to difficulty and uncertainty with
pace, resilience and innovation.
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Prior to the pandemic, we outlined how we
were seeking to establish a culture that
would draw on the foundations on

which M&S was built and apply themina
modern setting, to build a renewed and
reinvigorated workptace. Cur aim

wasto create the most engaging,
involving place to work in UK retail,

with afast-moving, empowered
organisation and flat structure.

Over the past year, some of what we are
aiming to achieve has been accelerateg
and our colleagues have shown M&S at its
best. With a focus on cost and clarity of

purpose, colleagues have been adaptable,

resilient, pacey, less tierarchical,
commercially minded and innovative,
allin service of doing what's right for our
customers. At the same time, the way
colleagues have supported each cther,
and the engagement from leadership
with the front line, has rekindled the
feeling of being part of the M&S family.

To embed these changes, and in
recognition of the critical role our people
have in our transformation, the executive
team took direct accountability for our
People Plan to drive real cwnership and
delivery as part of our Never the Same
Again programme.

Qur Pesple Plan has
suY W aums:
1 Transforming our organisational

design to drive ownership, pace
and commerciality.

Becoming a data enabled and
digitally focused business,

o

3 Creating empowered,
responsive and commercial
leaders whao are close tothe
fromt Lime.

4 Putting the voice of the stores
back at the core of the business.

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

G Moving away frorn hierarchy to
aninvolving, engaging culture
where everyone has a veice and
cangeton.

1 Transforming our organisational
design to drive ownership, pace
and commerciality

The crisis has enabled M&S to adapt and
modernise, and we have built cn the
pravicus work to develve accountability to
each of the family of parallel businesses
under our Never the Same Again
programme this year. Radical changes
have been made to our business in order
to best serve our customers and support
our long-term transformaticn.

In August, the Group announced a
programme to streamline its store
operations, regional management
structures and support centres.
This included:

- Anew retail management structure
that reduced management layers and
removed duplication through better use
of technotogy and insight and enabled
rmore time on the shop floor. All store
manager of fices have been opened up
to symbolise this shift, and each store
manager is now fully accountable to
drive customer service, deliver their
P&L, lead their team and manage
performance, as well as maintaining
store standards.

~ Asubstantial restructuring and store
cost reduction programme, which
introduced new, more flexible working
for store tearmns across departments,
and a shiftin focus and time to
front of house customer service
rather than backstage.

For our support centre colleagues,

an M&S Flexible Framewaork has been
putin place, moving to more dynamic
arrangements rather than permanently
office-based. The framawork devolves
accountability to colleagues andline
managers tc decide where and how they
do their best work. This means spending
more time with customers and suppliers,
with a minimum of two days per month
in stores and with partners, and spending
c.3days a week in support centres to
enable collaboration, networking and
development, while recognising that
every role and every week is different.

Total employees’

® Fermale
48,727

® Male
20,850

Total senior managers'

® Female
57(19/20 52}

® Male
79(19/20:74)

Total Board'?

@ Fermnale
4(15/20:3)

® Mgle
6(19/20:5)

1 Asat 2021 yearend
2. Asat25May 2021

COLLEAGUE REPRESENTATION MEASUREMENTS

Senior managers from ethnic minorities

8%(19/20: 8%)

We remain firmly commutted to our target of
having 50% women and 15% BAME colleague
representationin our senior managernent leam
by 2022, but have more to doto hit our targets.
This year we continued to support and engage
with our wide range of colleague diversity
networks across the business.

Engagement

82%(19/20: 81%)

The progressive engagement score from

our manthly ‘Colleague Voice' survey.

Cur engagemenl score through the yearwas
strong at 82%, with 91% of colleagues feeling
proud Lo work for M&S Nearly 50,000 of our
colleagues chose to participate and voice Ltheir
feedback and ideas, helping to give us an
informed picture of how colleagues feel

about the business.

Gender pay gap

1 2 . 3%(19/20: 12.9%)

Our gender pay gap, the percenlage
difference between average hourly earnings
for men versus women, marginally decreased
this year and remained lower Lhan the

UK average.
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Allof these changes have been
underpinned by the efficacy of our
market-leading technology, as the
lead retail partner of Microsoft.

2 Becoming a data and digitally
enabled business

As cutlined throughout this year's report,
the shift to online by customers during the
pandemic has had a profound impact on
the retail sector. This year, we have taken
decisive steps towards omni-channel
retaiting —including the roll-out of
efficient digital solutions in steres, and
capability and capacity upgrades to
M&S.com and our supply centre, Castle
Donington - helping us achieve strong
online growth this year.

However, with this shift not expected to
recede as we emerge from the pandemic,
we know we have to accelerate cur focus
and culture to take advantage of the
online opportunity. The creation of MS2
is set to drive our focus to establish an
online first culture through:

- Bringing together our data, digital and
trading teams under MS2, jointly led by
Katie Bickerstaffe and Richard Price.

- Boosting our digital capabilities to
support growth -in May, we announced
the creation of 85 new technology roles,
including 70 software engineers, as part
of M&S' new Chief Technolegy Officer
Mike Yorwerth's team, and 15 new
trading roles in e-commerce.

- Empowering our colleagues through
technology - over 90% of our front-line
colleagues are now communicating
through Microsoft Teams, either on
their own devices or on tablets
which have beenrolled out to all
management teams.

28 Marks and Spencer Group plc

OURPEOPLE & CULTURE CONTINUED

- Afocus on placing data at the heart of
decision-making. M&S has over 800
terabytes of gata at our disposaland
our data community is now over 800
strong, helping to decipher patterns
and deliver the insights we need to
support cur growth.

- Launching a Beam Academy led
by the Digitat & Data team, hosting
over 100 business-wide upskilling
events ondata with over 22,000
colleagues participating including
our third Hackathon.

— Trialling new technology and omni-
channel trading initiatives — such
as video-powered retailing - in five
0x" digital trial stores, with data
and digital teams working directly
with store teams.

3 Creating empowered, responsive
and commercial leaders who are
close to the front line

M&S continues to be a destination for
incdustry-leading talent. Eoin Tonge

joined as Chief Financial Officer and
Richard Price jeined as Clothing &Home
Managing Director in July, with Katie
Bickerstaffe moving from the Board te
the executive team as Chief Strategy and
Transformation Director earlier in the year.
They now make up hatf of the streamlined
and strengthened central leadership team
led by CEC Steve Rowe.

Following financial year end, the
leadership team underwent a realignment
in responsiblities as we move on from

the "Fixing the Basics” phase of our
transformation, with Katie Bickerstaffe
and Stuart Machin becaming Joint Chief
Operating Officers, to bring even more
impetus to our core businesses. Alongside
this Eoin Tonge took on responsibility for
strategy and transformation planning as
part of his CFQ remit.

There is mare to do to engender our wider
leadership team with a sense of shared
mission and accountability and putting

in place a leadership develecpment
framework and reviewing leadership
banding is a focus for this year.

4 Putting the voice of the stores back
at the core of the business

The adoption of Microsoft Teams, already
in train but sped up over the past year,
hasbeen a key enabler to connecting all
colleagues, but critically also connecting
the trading areas to the store teams.
Whereas ¢.10% of colleagues were using
Yarmmer, now 90% of colleagues are using
Teams at least once a week, with 85% on
their mobile devices. Teams has been key
for connecting leaders to the front line,
and every store colleague is part of a Tearmn
for operational and local communications,
which is the relevant trading area they are
part of, as well as receiving "atl company”
corporate news. Shifts are booked via
Teams, with operational task managerment
being rolled out on Teams currently. Thisis
not only more efficient and delivers the
right, targeted information to colleagues,
butis also an enabler for bullding a more
digitatly adept workforce,

While Tearms has been critical to the
business cperating over the past year, with
many advantages, face-to-face contact
remains key, and there has latterly been a
focus on equipping managers and store
colleagues with weekly briefs to support
regular huddles. There is, however, more to
do to ensure face-to-face engagementis
happening regularly across every store, and
that every teader in the trading businesses
is engaging their best sellerstodrive a
virtuous cycle of engagement to get the
right insight and buy-in to sellmore.

Over the past year, the Suggest to Steve
scheme —where anyone in the business
can make a suggestion directly to the CEQ
-received 5,000 suggestions. Fantastic
ideas have been progressed: from being
the first retailer to introduce sunflower
lanyards, creating "We'e allin this
together” charity bbags, to ideas that were
integrated into the relaunch of Sparks.
While there was a peak during the early
days of the pandemic, engagement began
to drop off and steps have beentaken

to reinvigorate the scheme through
moving it onto Teams and reconnecting it
personally to the CEOQ, with calls and visits
to successful or regular suggesters.

=~ Creating a culture of plain
speaking; data driven and focused
on performance

Last year, we launched four core
behaviours, with Talk Straight the one
colleagues felt was most needed and
relevant. While there is a need to “go again”
on embedding the behaviours, slowly but
surely a culture of more plain speaking is
beginning to emerge.



The way the business reviews and rewards
performance has beenre-set, led by
Stuart Machin as the executive lead for
talent, with the aim to foster this maore
plain speaking style and drive a mare
performance-driven culture. In our stores,
we have redefined what we expect of our
colleagues, which is backed up by training
and regular one-tc-ones away from the
shop floor to check in and update on
performance. We're measuring this
through specific questionsin the
colleague survey, proportion of check-ins
being delivered every month, as well as
the overallimpact on customer NPS and
sales. In the support centres, a clearer
cadence and process around performance
management has been put in place with a
simplified but consistent approach to
objective setting, more regular check-ins
on performance, and a bigger focus on
development and potential.

At the same time as improving our
approach to performance, we have
reviewed our pay and benefits package to
rmoderniseit and align reward more to the
right behavicurs and performance. Over
14,000 colleagues responded to tellus
what mattered most to them. Cetting the
basics right was a strong message which is
one of the reasons why we have invested
significantly ahead of inflation for hourly
paid colleagues so all permanent
colleagues earn at least £9.50 per hour.
Flexibility to support work-life balance
was valued, prompting the re-introduction
of Holiday Buy — more popular than
additional leave —and extending our
Celebration Time to support centre and
legistics colleagues. Unsurprisingly,
wellbeing was a key theme, and in addition
to our existing support for colleagues,
Salary Finance and an easy-to-access
wellbeing app, Unmind, have been

relled cut.

Underpinning our nascent, but now

mare focused, aim of driving a high-
performing culture is the new people

IT systern —MyHR —which launchesin
August. It will remove bureaucracy and
paperwork, better track the full colleague
lifecycle and performance, and move

to a more self-service model for managers
and cotleagues.

(a Moving away from hierarchy toan
involving, engaging culture where
everyone has a voice and can get on

BIG, our Business Involvement Group,
has undergoneits own transformation to
drive a more engaging and involving place
towork. It began with feedback through
the BIG Conversation, with thousands of
colleagues taking part. The output of this
has been framed as making "BIG Bigger™
with four key areas of focus: a simplified,
more accessible constitution rebadged
as the "Doing Business with BIG Charter”,
investing in representatives so they

have the right capabilities, with better
inducticn, clearer accountability for

line managers, and investment in their
learning and development; more digital
and dynarmic communications, which

are a move on from the more arcane,
bureaucratic previous approach; a more
structured dialogue with the leadership
through “the BIG commitment”, which
sets out the rhythm and routine of BIG
representatives and business leaders and
holds leadership to account on what they
have agreed to. The Chair of National BIC
attends the Beard four times a year,

and holds quarterly meetings with the
Executive Committee.

Leadership focus on formal colleague
engagerent surveys dissipated
somewhat during the pandemic, with a
focus on “in the moment” direct feedback.
However, this has now been reactivated
with animproved survey, more accessible
to colleagues via Microsoft Teams, and -
crucially - a much bigger focus frem the
exacutive team, Ensuring the feedback

received isacted upon swiftly, and
collabaratively, is a key priority for the
year ahead.

Learning and development remains

an area where delivery is patchy, but
following the Academies trialled in the
Food business to develop behavioural
and leadership skills, they are beginning
to be rolled out more broadly. in addition,
34 Academy stores have been established
as centres of excellence for learning.
Academy teams have been supported
with a bespoke learning offer to enhance
their capability, including performance,
emotionalintelligence and resilience
sessions. For the coming year, leadership
capability and coaching skills will also

be offered.

Building on cur long-established

Marks & Start programme, through which
we welcomed 360 young people into the
businessinthe last year, we are proud to
be a lead partner for the government’s
new Kickstart prograrmme. It is designed
to help young peaple currently on
Universal Credit who are at risk of
long-term unemployment to jumpstart
their careers, and not get left behind inthe
pandemic. We have offered 350 Kickstart
placesin our stores and have invested to
ensure that the experience we offer is
positive and consistent.
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Clearly, other than the pandemic, the
death of George Floyd was cne of the
defining moments of the last year.

We were, like everyone, horrified by what
happened and the groundswell of action
it spawned was a wake-up call forall
businesses—including ours - to do more.
We can point to some small steps forward.
inclusion and diversity training offered to
all colleagues in an accessible way, with
high levels of completion; participation

in schermes such as the Black Interns
{nitiative; an enlivened Culture and
Heritage network; and improved guidance
on a wider range cf issues for managers,
such as about colieagues participating in
Ramadan. We alsc continue to participate
in the 30% Club. However, representation
in our senior management population
remains flat, progress has been
frustratingly slow, and the factis we

have a huge amount more to doin the
coming year.

Finally, fostering a sense of family within
the business has led ustolaunch an
alumni network, under the moniker

"M&S Family”, to capitalise on the pride and
sense of belonging we know colleagues
feel who have worked for M&S. The
network s the first scale atumni
programme in the UK, and since launching
in February has over 6,000 members

and is beginning to be a pipeline for
recruitment. In the future, we are locking
at how we can harness the power of this
network, whether through mentoring or
developing products and services.
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STRATEGIC REPORT

PLAN A REVIEW

WE'RE ALL IN THIS TOGETHER

The full detail of the activity and progress
made against our sustainability priorities
is published separately in our Plan A 2021
report, which is available online at
corporate.marksandspencer.com/
Plan-A-Report-2021. The timeframe
covered by the report reflects a 12-maonth
period when families, communities,
businesses and governments across the
world have all had to face the cnce-in-a-
lifetime challenge that the pandemic has
placed on our society.

The enduring community spirit of M&S
has borne cut in our response to the
crisis. We rallied these collective efforts
under the banner "We're allin this
together”, as our incredibie colleagues
and trusted supplier partners stepped up
to deliver far each other, our customers
and the communities they serve. In turn,
we supported our M&S family by topping
up pay for colleagues on furlough,
providing a financial hardship fund and
investing in the wellbeing of the team -
providing all colleagues with free access
to Unmind - an independent workplace
mental health apge.

Whilst we know our colleagues continued
to support their local communities,

our structured community programmes
were suspended and we were not able to
formally track volunteering hoursin
2020/2). The impact of the pandemic
placed a huge strain on our NHS this year,
and our customers and colleagues were
keen to find ways they could support.
Inresponse, our 2020/21 community
pregramme focused on raising funds

for NHS Charities Together.

REINVIGORATINGPLANA

We acted quickly to launch arange of
products and promotions allowing our
customersto raise money from purchases
—such as our Rainbow Sale, which donated
10% of the cost of every clothing item

sold to NHS Charities Together, or our
Allinthis Together t-shirt — which sold

one t-shirt each second at launch with all
profits donated onwards. As a result M&S
donated £8.3m to support our fantastic
NHS heroes during the crisis, and over
28,000 customers continue to support by
selecting NHS Charities Tegether as their
chosen Sparks charity, with M&S donating
Ip forevery purchase.

Inthe face of an unprecedented crisis,

we did not lose sight of the goat of

our transformation; to return M&S to
sustainable, profitable growth and deliver
long-term value for all our stakeholders.

Through Plan A —our multi-year
sustainability action plan - we address
the risks and oppaortunities that
environmental and societal issues present
to us as business. It drives usto make
better choices to ensure M&S, and the
precious resources and planet we rely

on, are in better shape for the future.

While Pian A was launchedin 2007, its
roots can be traced back to our founders,
wha recognised the enormous value
derived from builging trusted
partnerships, treating people fairly

and taking a long-term approach te
innovation and investrment.

Throughout the year, we have made
progress in embedding Plan Ainto
our operating model as a family of
accountable businesses and putting
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sustainability into the heart of our
commercial plans. In doing so, we have set
better standards, which help us deliver

on our customer promise of trusted value.
We set new standards for one of cur
biggest hero categories, with the launch
of our most sustainable denim range yet
this Spring (see page 31 for more detail).

As part of our commitrnent to prevent
deforestation, we are exploring
alternatives to soy-based animal feed.
In Food, we completely eliminated soya
feedin our RSPCA Assured milk by
replacing it with nutritious alternatives
such as rapeseed oil and sugar beet,
avoiding 4,000 tonnes of say being
used each year.

We made good progress on our
commitment to redistribute all

food surplus by 2025, thanks to the
collaborative efforts of colleagues across
the Food team and our stores. Working
together, the roll-cut of a new digital app
to all our Food stores helped delivera
126% increase in food redistribution.

Alongside the operational delivery of cur
Plan A pricrities, over the course of the
year we have committed to act on the
bigger sustainability challenges facing
businesses, our society and our planet,



Qur mest
sustwinable
denim yet

All our cotton s responsibly sourced,

with the majority through the Better Cotlton
Initiative - helping farmers to reduce their water
usage and increase their profits. The wash is the
process that gives denim its distinclive look and
finish but it’s typically a water-intensive procass.
M&S partnered with Jeanologia ~ the leader

n sustainable finishing technologies -and
innovated together ta produce arange, which
means Lhat M&S jeans are now finished with

86% less water compared with Lhe industry norm
for denim finishing. As part of our enhanced
chemical policies, M&S is switching from
standard indigo dyes Lo cleaner allernatives
that require less water and chernicals te
produce. 0% of the 2021 spring/summer range
has been made with this lower-impact dye.

Envivonment:
Now meving tewards nets zerv

In November 2020, we extended our climate
change commitment, with a pledge tc build on
Lhe carben neutral operations we have today
towards net zero emissions by 2035, This builds
on our existing science-based targets with a
grealeremphasis on delivering reductions in
ermissions that we currently of fsel

We are preparing for the future adoption of

the Task Ferce on Climate-related Financial
Disclosures (TCFD) recommendations We have
demonstratled our grogress on aligning our
climate repcrting with these recommendations
and set out our ptans for next yearinour

ESC Committee Report

@ Further detail on our climate disclosures
is on pages 74-76.

Sotind:

lemding on pumen rights

Sourcing ethically - and reporting transparently
on our supply chain practices - 1s core to how we
do business. It's part of the promise we make to
our custerers and this year we have provided
additional assurance that they can shop from
ME&S with confidence In January 2021, we were
the first major UK retailer to publicly support
the Coalition to End Forced Labourin the
Uyghur Regicn's “Call to Action”, ensuring our
supply chains are not linked to the human rights
abuses in the Xinjiang region.

Setting standards in our own supply chains,
however rigorous, can only set a baseline To be
serious about ensuring everyone who works
with M&S is treated with decency and respect,
we must hold a mirror up to make sure the
reflection is true. That 1s why we asked Oxfam to
canduct a gap analysis of our supply chain and
we published the findings in full. As part of our
response, we have laken action 1o scale our
worker voice programmes and committad to
share our learning Lo help drive rmeaningful
industry-wide change

(Gevermance:
Qur new ES(G Committee

Helping our customers, colleagues, and
communities lead happier, heallhier and
fulfilling lives is core to the M&S brand and
greal work continues Lo be delivered; but we
need to continue to reinvigorate Plan Aand
put it back at the centre of cur customer stary.
In December, we established a new Board
Sub-Committee on Environmental, Social &
Governance (ESC), chaired by Tamara Ingram,
to provide focus and oversight of our Plan A
programme across the business. The invaluable
insight and experience of cur Committee
members provides robust challenge to our
thinking as we look to reinvigorate Plan A

in 2021

© Further detail about the activity of the
Committeais set out on page 73.

Tw g@W{ to waste:
Incremsing food
redictribution

Founded in 2015, cur redistribution
partnership with Neighbourly bas been
updated with newly designed app
technology that enables stores to donate
any food surptus maore efficiently to those
that need it most. Stores across the UK and
ROl are matched to a network of marethan
1,400 community partners — such as gur
Clasgow Pollok store, which partners with
Indigo Eats to deliver childcare services for
families with children from 6 weeks to 16
yearsold in the local area - who collect and
deliver surplus such as fresh fruit, vegetables
and bakery products daily. The new app
was designed with our store colleagues, and
their inpul ensuread that it was successiully
integrated into our store routines and
processes Since its launch, most of our
stores have more than doubled the amount
of stock they are donating. We donated a
total of 11 8m mealsin 2020/21 and reduced
food waste in store by almost 5,000 tonnes.

[
['4
=
o
m
[
5}
[¥]
w
=
b
o
[
0

OURRENEWED PLAN A

As the world emerges from the
pandemic, we believe customers will
leokto brands they can trust and

have confidence in to offer quality

and value through trading ethically.
Under our Never the Same Again
programme, we are forging a reshaped
M&S, that is set up to competeina
post-Covid marketplace. This includes
reinvigerating Plan A for 2021 to invoke
the ariginal pioneering spirit of the
programme and put sustainabitity at
the centre of our customer stery.

© Read more on Plan A

corporate.marksandspencer.com/
Plan-A-Report-2021
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PLAN A REVIEW CONTINUED

PLAN AMEASUREMENTS
Measurement Progress
FOQODWASTE Donations of surplusin meals eguivalent 11.811'1 +126% on 2019/20
meals
PACKAGING Percentage of packaging classified as being 87% +10% on 2019/20

easily recyclable

WASTE TO LANDFILL Percentage sent to landfilt yxC]‘() Zeroin 2019/20
M&S GREENHOUSE The gross carbon dioxide emissions from M&S operated 298 000 -13% on 2019/20°
GAS EMISSIONS (CO,e} stores, offices, warehouses and delivery fleets worldwide. Y

In addition, we purchase renewable energy and carbon tonnes CO.e

offsets to match these emissions, making our global
operations carbon neutral

MARKS & START Number of UK placements offered 350 -81% on 2019/2¢°
COLLEAGUE Number of paid volunteering hours provided by Paused dueto n/a
VOLUNTEERING M&S colleagues Covid-19

COMMUNITY

AND CHARITIES

Donations raised by customers and colleagues

£2.4m

-64% on 2019/20°

M&S donations relating to the Sparks loyalty scheme,

£14.9m

+210% on 2019/20°

the Rainbow Sale which supported NHS Charities
Together and cause-related marketing

In 202021, a number of Plan A measurements were materially impacted by the consequences of Covid-19. Whilst colleagues
continued Lo support their local cormmunities, a number of our structured programmes were suspended or disrupted. In 2021/22
we will rebuild participation in the Marks & Start scheme in addition to supporting the UK Government’s Kickstart programme with
360 placements.

STREAMLINED ENERGY AND CARBON REPORTING

ENERGY AND TRANSPORT FUEL CONSUMED GREENHOUSE GAS (GHG) EMISSIONS

This year Lastyear This year Lastyear
2020/21 2019720+ % 2620/21 2019/20" %
(CWhs) {CWhs) change {000 tonnes) (000 tonnes) change
UK operatiaons 787 827 -5% Direct emissions (scope 1) 157 173 -9%
International operations 18 23 -21%  of which UK; 156 172 -9%
Group 805 850 =5% in-direct emissions from
¥ Performance hasbeen restatedto use actusl data sourced frominternational GLECtFiC\'ty (SCOPG 2) 141 168 -16%
operations, Nplace of previous year estimates. of which UK 129 54 _16%
L . . ) Total gross/location-method
2020/21 saw a significant impact to the operatlonalspace in scope 1s2 GHG emissions 298 241 -13%
our stores as we reacted to the national lockdowns, with entire :
trading floors closed for several month’s at a time, The closure of which UK: 285 325 -12%
of this space will have materially reduced the amount of GHG intensity per 1,000 sq ft
energy consumed. of salesfloor 15 17 %
The principle measures taken to improve energy efficiency in Pracured renewable energy 120 143 -16%
2020/21 include continued roll-out of new refrigeration shelf- Total market-method scope
edge technology, conversions to LED lighting and the trialling 1+2 GHG emissions 177 198 =11%
of new fan technologies at certain locations. of which UK: 164 183 -10%
Procured carbon offsets 177 198 -N%
Total net scope 142
GHG emissions 0 0

GHC emissionsare from aperat anally controlled act wibes in accordance with
WRIMWBCSD GHG Reportg Protocols (Revised ed tion)ang 2015 Scape 2Guidance
usng DEFRA/BLIS 2020 Greenhouse Gas Reporting Conversion Factors, whichinclude
a 9% lower carbonintens ty rating tar UK gr d electricity that reduces our emissions by
14,787 tonnesCO.e compared with our location-based 201%/20 igures For full details
please see our 2021 Plan ARepart
* Performancehasbeenrestated to use actual data sourced frominternational
ooerat.ons, nolace of previous yoar estimates
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NON-FINANCIAL
INFORMATION STATEMENT

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

PEOPLE

We are committed to providing all of

our colleagues with a safe working
environment and an organisational
culture which promotes diversity,
inclusivity, personal develepment and
mutual respect. We want people to enjoy
coming to work and for the workplace to
be free from discrimination, harassment
and victimisation. We know that cur Board
and leadership team play a vitalrole in this
commitment, which is why we have laid
out our progress in batanced leadership
on pages 64 to 65. Further detailon

social matters can be found in People

and Culture on pages 26 to 29, and our
Section 172(1) statement on pages 34 tc 36
and 68 to 69.

° Read more on our commitment to
peopleinour;

- People Principles

- Codeof Conduct

- Responsible Marketing Principtes

- Equal Opportunities Policy

COMMUNITIES AND ENVIRONMENT

We have supported our local communities
throughout our 137 year history, because
we know that vibrant communities are
essential for our success. We aim to take a
progressive approach to cur community
engagement, whichis reflected in our
Plan A commitments. Sustainability is
also core to Plan A and to the M&S brand.
The framework brings together individual
business unit strategies into a shared
programme to drive behavioural change
and ensure the whole business operates
ina more sustainable way.

° Read more on our cormmitment to
communities and the environment on
our dedicated corporate website areas:

~ Community Engagement

- DeliveringPlan A

@ Read more on our activities in these

areas rhis year:

- Environmental cormmitments and progress
can be found in the ESC Committee report
onpages 73 to 76 andthe Plan A review on
pages 30to 32, which includes details of our
Greenhouse Gas {CHG) emissions

STRATEGIC REPORT

- Qur contributions towards, and consideration
of, communities is integrated throughout
the report and can also be found incur
Section 172(1) stalement on pages 34 Lo 36
and 68 to 69 and the ESC Committee report
on pages 73to 76

HUMAN RIGHTS

M&S has a long history of respecting
hurnan 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 Global Sourcing
Principles. We are also a signatory to the
principles of the United Nations Global
Compact. We strive tobe a fair partner by
paying a fair price to suppliers, supporting
local communities and ensuring good
working conditions for everyone working
inour business and supply chains, We are
committed to building knowledge and
awareness on human rights for all of cur
colleagues and suppliers, encouraging
them to speak up about any concerns
without fear of retribution - the outcomes
of which also enable us to comply with
legislation and meet the expectations

of shareholders.

o Read more on our commitment to
human rights in our:

- Modern Siavery Statement

- Human Rights Policy

- Codeof Conduct

- ME&S Clobal Sourcing Principles

- Child Labour Procedure

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

- Confidential Reporting Procedures
- M&S Response 1o Covid-19: Workers
in Supply Chains

ANTI-BRIBERY 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
cperate a compliance programme to
prevent bribery and carruption in our
business and supply chain.
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Qur Anti-Bribery and Anti-Corruption
policies outline the expected standards
of conduct that colleagues, contractors,
suppliers, business partners and any other
third parties who act for or on behalf of
M&S are obliged to follow. The Croup
Policy outlines core principtes and
approach, while the Colleague Policy
provides detailed guidance and sets out
the applicable procedures for colleagues,
workers and cantractors. The Business
Partner Policy identifies the requirements
for service providers, suppliers and other
business parties.

Our programme 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
Jjurisdictions, and standard contract
clauses; and clear reporting channels,
including confidential reporting. All
colleagues are required to undertake
mandatory Anti-Bribery and Anti-
Corruption e-learning. The Company will
consider taking disciplinary action against
anyone who fails to comply with its
Anti-Bribery Policy, up to and including
dismissal. Any potential incidents
reported internally or to the external
confidential reporting channels are
followed up and full investigations
launched where such action is deemed
appropriate after preliminary enguiries.
Allinvestigations are subseqguently
reported to the Audit Committee.

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

@ Read more on our commitment to
Anti-Bribery and Anti-Corruptionin our:

- Business Partner Anti-Bribery and
Anti-Corruption Policy

— Codeof Canduct
- Confidential Reporting Procedures
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SECTION 172(1) STATEMENT

ENGAGEMENT &
DECISION-MAKING

SECTION172(1) STATEMENT

We believe that considering our stakeholders
in key business decisions is nat only the nght
thing to do, but s fundamental to our ability
to drive value creation over the longer term.
Now, as we enter a new financial yearin the
rmast of recovering f1om a global pandermic,
balancing Lhe needs and expectations of

our stakeholders has never been a more
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
In doing so, however, they must have regard

for the interests of all of cur stakeholders,

to ensure the long-term sustainability of the
Company. The Boardis therefore responsible
for ensuring that it fulfils its obligations
tothose impacted by our business, inits
siakeholder consideration and engagement
Stakeholder considerationis embedded
throughout the business, with Lhe Executive
Committee ("ExCoT) and senior management
actively engaged in cornmunication and
involvernentinitiatives

The following pages comprise our Section
172(1) statement, setting out how the Board
has, in perferming its duties over the course of

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

of key strategic decisions made inthe
Governance Report

Read more:
@ strategic Report, p2-57

© Key Board Decisions & S172(1)
Considerations, p68-69

@ At marksandspencer.com/thecompany

STAKEHOLDER ENGAGEMENT & CONSIDERATIONS

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

Key priorities

SHAREHOLDERS

Why they matter

For sarme, delivering sustainable, profitable
growth over the long term Far others, seeing
immediate returns on their investmenl
Increasingly, seeing proactive and conscientious
“ESC plans being formed and corresponding
good performance in Environmental, Secial and
Corporate Covernance areas

Engagement approach

- Last year’s Digital AGM was the Board's most
engaging and constructive yel because we
were able Lo reach shareholders directly in
their homes, instead of only those able to
attend a London-based meeting. Private
shareholder engagement was nearly trebled
with ¢ 1,500 individual shareholders engaging
with our ACM platform, either {o watch, vote
or submil gquestions Thewebcast of the
meeling has been avalable to watch onour
website throughout this year

- Our Private Shareholder Panel is a group
of randomly selected private shareholders
who have the oppertunity to attend regular
meetings with our Board and senior
management, during which they can hear
rmore about M&S and provide therr input on
the business' direction of travel. Due to the
impact of the pandermic on planned
activities, we extended the tenure of our
2019/20 Panel and continued to hold
meetings with them digitally, to ensure
that they had ample opporiunity to share
their views.
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- Our Investor Relations team, alongside
the Chairman and senior management,
maintains a regular dialogue with key
institutionalinvestors Over the course of
the past year, Lhe team met with (via video
conferencing and over the phone) over 100
institutional funds, engaging with investors
who we estimate represent over half of our
Issued share capital

Governance considerations

- Didend decision-making, balancing the
desire of sharsholders for immediate returns,
against the need 1o preserve liguidity and
ensure the sustainability of the business
throughout the Covid-19 pandemic and
uncerlainties surrounding recovery timings.

- Overarching strategy and purpose setting,
amed at delivering against shareholders
needs for long-term, sustainable and
prefitable growth

- Audit Committee oversight of internal and
external audit processes, ensuring the
business’ internal framework of controls s
sufficiently adequate to protect shareholder
investment, and that the presentation of the
financial statements provides investors with
an accurate, fair and balanced view of
performance, strategy and operations

@

CUSTOMERS

Why they matter

Ourcustomers are at the heart of our business
Maintaining andincreasing ther enthusiasm
and loyalty for the M&S brand ensures the
enduring success of our business

Key priorities
Great quality and value products; having good

availability across product lines; a store estate
and an online offer that are easy and enjoyable

to shopin; a conscientious corporate atizen who

customers can rely onto have acted ethically
and sustainably when sourcing the products
they wear, eat, and bring into their homes

Engagement approach

- We monitored Customer Mood during
Lockdown, surveying 1,000 customers a
week to undersland ther thoughts, feelings,
and mood, what they wanted from retailers,
and how they felt about M&S during this
period With the insights directly influencing
senior management in shaping our tone and
content in communications and marketing.

- Hawving a great online shopping experience
became even more important during
lockdown. To improve cur Dotcom
Experience, we conducted b in-depth
customer interviews across the whole
end-to-end online journey, covering 135
interaction evaluations, and then did a similar
exercise for arange of competitors to assess
user experiences The findings are directly
contributing to the optimisation of our
website to maximise online growth.

- We regularly conduct focus groups, in-depth

interviews and surveys across the business
For example, this year, we held 8 focus groups
and 20 in-depth interviews, and surveyed
2,000 customers to hear their thoughts on
our Lingerie offer. Using the findings,
management identified key customer
priority areas to focus on and ensure we
retain our number 1 market share position

Governance considerations

~ Approval of various organisational and
operational changes for the businessto
adapt to the Covid-19 lockdowns, ensuring
that customers could shop confidently and
safely in stores, and that there was continuity
of supply to meet customer demand online

~ Oversight of the programme for launching

M&S product on the Ocado platform,
ensuring workstreams were proceeding to
schedule, with the ultimate aim of providing
new and exisiing customers access to M&S
Food products online for delivery



COLLEAGUES

Why they matter

We cannot operate and achieve our strategic
goals without an engaged colleague base that
feels appreciated, and 1s motivated to deliver
for our customers and the business’ success.
Key priorities

Feeling vatued and appropriately rewarded,
having aninctusive and diverse place ta wark
with a respectful corporate cutture, being able
to share Lheir views and have their colleague
voice heard in decision-making

Engagement approach

— Our Business lnvolvement Group (BIG),
anetwork of elected representatives from
across all parts of the business, facilitates our
engagement wilh colleagues, with locat BIG
teams regularly feeding back to National BIG.

- Colleague updates on performance and
strategy are provided by ExCo members and
senior management throughregular
business area “huddles”, as well as by email,
virtual meetings, and our Microsoft Teams
communicalion and collaboration platform.
Colleagues are encouraged to be involved in
Lhese forums by voicing their views, ideas and
questicns with the leadership tearn direcily

~ TheExCothis year updated our Inclusion &
Diversity (|1&D) strategy, pubtishing seven
new 1&D training modules and a suite of new
potlicies and line manager guides, aimed at
supporting and highlighting to colleagues
the importance of delivering an inclusive
culture within a diverse enviranment. Cur
seven colleague-led 1&D networks also
continued to provide peer support and
subject matter expertise to the business

- Our monthly Colleague Voice Pulse Survey
gives the Board and ExCo an informed
picture of how colleagues feel about the
business The progressive colleague
engagement score through the year was 82%,
with 91% of colleagues participating saying
that they feel proud to work for M&S.

Governance considerations

- The chair of BIG represents Lhe collaeclive
colleague voice by attending Board and
Remuneration Committee meetings
Lhroughout the year, while ExCo members
attend National BIG meetings to understand
theissues that are important Lo colleagues

- Commissioning a comprehensive Reward
and Wellbeing Survey across the business,
aimed at ensuring colleague pay and benefits
packages are fundamentally fair, reward the
right behaviours and performance, and are
competitively placed for us to retain talent.

Community acceptance and mutual respect
provides us with a licence to operate and
ensures we are a force for good for the
people and places we impact Thisincludes
the wider environment, where considerate
use of resources contributes towards our
long-term sustainability.

COMMUNITIES

Why they matter

Key priorities

Afarr and valuable conlribution to society
and the econemy and for M&S to be a socially
responsible corporate, that cares about its’
long-termimpact on the communities and
environment it operates in.

Engagement approach

This year, our Charitable Donations reached
over £14 9mto charities and good causes,
including £8.3m donated to NHS Charities
Together to support NHS workers and
patients through Lthe Covid-19 pandernic
Inaddition, we continued to support our
long-term partners, such as Macmitlan,
Breast Cancer Now and the Royal British
Legion, and expanded the Sparks rewards
scheme to suppert 35 charity partners.

We supporled local communities with over
£23m of product donations, including the
donation of 11.8m Meals to Community
Groups through our foods surplus
redistribution scheme,

The M&S Company Archive focused ondigital
opportunities for people toexplore the rich
heritage of M&S. These included downleadable
learning packs for schools and home learning,
and digital reminiscence resources that have
supported older peoplein over 2 000 care
settings across Lthe UK, Visit marksintinne,
marksandspencer com for more details.

Governance considerations

SUPPLIERS

Creating a Board Sub-Committee to oversee
ESG matters. These included the refresh

of cur Plan A sustainability programme,

in recognition of growing cormmunity

and government interest in how we are
addressing the climate crisis

Board oversight of initiatives to support
communities throughout the Covid-19
pandemic, including clothing and food
donalions tolocal hospitals and Lthe addition
of charitable partners to our Sparks scheme.

Why they matter

Qur trusted supptiers enable us to provide
our customers with the high-quality, ethically
sourced and produced goods they expect.

Key priorities

A

long-term, productive retationship with M&S,

allowing them to create great products, build
volume at equitable prices and achieve their
own strategic goals.

Engagement approach

The Chairman hosts a rolling programme
of Listening Groups with suppliers,

Our pool of dedicated dairy farmers are
guaranteed a set price for fresh milk under
our Milk Pledge Plus programme. Our price
accounts for the cost of production and
ensures that our supplying farms have
sufficient profit toinvest ininfrastructure,
animal welfare and environmental
improvements to maintain their leading
position As aresult, we were Lhe first major
food retailer to have all its milk-preducing
dairy farms assured by the RSPCA and have
also removed soya from the cows diet Lo
guarantee a nen-deforestation position for
the environment.

We measure Supplier Satisfaction using the
independent Advantage Report Mirror Lo
survey a proportion of our supplier base each
year Inrecoegnition of some challenging
feedback we have receivedin recent years,
and Lo ensure we continually irmprove how we
work with suppliers, we have invested in a
full-time Supplier Engagement Manager

As aresult of site visit imitations during Cowvid-19,
bothinthe UK in Foods and globally in C&H,
our Worker Voice Programme was expanded,
allowing us to hear directly from factory workers
i our supply chain on ltheir experiences.

Ve have continued working with our suppliers
on Preventing Modern Slavery, weicoming
the Independent Anti-Slavery Cammissionear’s
maturity frarmework, against which we have
assessed ourselves predominantly as
“Evolving Good Praclice”, with some activity
"Leading on Human Rights innovation™
Further details are avallable cnline in our
2021 Modern Slavery Staternent.

Governance considerations

PARTNERS

Board and Audit Committee oversight of
risks relating to the rapid growth of online
sales during tockdown, emphasising the
importance of supply chain preparedness
Audit Committee review of compliance
with the Croceries Supply Code of Practice,
ensuring suppliers are treated respect fully
and fairly, and any concerns raised are

considered and addressed

Why they matter

Qur partners provide avenues Lo expand our
reach and access to new customers-in the UK and
internationally We also have pariners critically
assessing and supperting our operations, to
ensure we constantly evolve and improve

Key priorities

A corporate partner who responds te cancerns,
acknowledges junisdictional and technical
expertise, and provides peer-lo-peer support

Engagement approach

This year, we invited Oxfam, as a cntical
friend, to carry out a Gap Analysis across our
supply chains in India and the UK and provide
us with honestinsights about the experiences
of those who work for, or with, us. To benefit
others in our sector and help us shape clear
priarities for actian in 2027, we shared the
report and our respoense in full onour
corporate website (Working in Marks and
Spencer’s Food and Footwear Supply Chains)

When we engaged with franchise partners
onwayswe could suppaort their operations in
lockdown, they told us that NHS Trusts were
looking to them to stock more basic groceries
intheir Hospital Stores We expanded our
range as aresult, to help our partners serve
NHS stalf working incredibly long hours

Governance considerations

ExCo review of our various international
franchise partnerships, ensuring that they
are equipped to handle the increase in tariffs
and administrative burden caused by Brexit.

Consideration and approval of Ocado
Retail's strategic flive year plan, ensuring
the enduring success of our partnership
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SECTION172{1) STATEMENT

“MEVER THE SAME AGAIN” CONSIDERATIONS

During the year, as the Board made decisions implementing our strategy and Never the Same Again (NTSA) 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 had to assess
these conflicts and attempt to batance them in their decision-making.

Here, we provide an overview of how decisions taken in furtherance of each of our NTSA priorities were influenced by,
and impacted, our six stakeholder groups. Further analysis of stakeholder considerations in some of the

Board's key decisions made during the year can alse be found on pages 68 to 69.
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Faster Food growth
with Ocado Retail

Capture value in the
Food supply chain

Key influences

~ Custemers, and Lheir
increasing dermand
for online delivery
services, particularly
during lockdowns.

~ The potential for
significant volume
growth forexisting
suppliers, and
introduction of new
brand suppliersto
Lthe M&S Food offer

- Improving M&S'share
of Ocado Retail's
returns, to ultimatety
contribute to
shareholder value.

Keyinfluences

- Shareholders,
and the efficient
use of their
investment to
maximise returns
through our
Food business

- Customer demand
for good availability
of productsat
great prices.

- Theenvironment,
andthe needto
reduce our waste
levels and ensure
that we can minimise
our use of resources

Impacts

~ Valuable job
opportunities have
Deen providedin
communities,
by opening new
customer fulfilment
centres ("CFCs™).

While CFC capacity
struggled ta meet
custemer demand

at the start of the
Cowvid-19 pandemic,
Ccado Retails
improving operations
meanthatitis

now sustainably
performing at
capacity Theopening
of anew CFCin
Bristol and openings
in the forthcoming
year will continue

to grow rapidly
customer access

to M&S Food

Impacts

- The continued
roll-out of the
Vangarde supply
chain programme
has improved
availability in
participating
M3&S Food stores,
contributing to
improving colteague
and customer
feedback,

- Supply chain
optimisation has
beenanenabling
factorinour
continued
investment in
Remarksable Value,
meaning that
customer value
perception s
improved

Marks and SpencerGroup ple

Simptify range and
valuein C&H

Turbocharge growth
at M&S.com

Key influences

- Supplier
relationships, and
balancing ihe need
to suppart smaller
suppliers against the
need to have fewer,
strategic suppliers
for a more simplified
range.

- Customer
perceptions of cur
existing range, and
therr shifting demand
thraughout the year
towards more lounge
and athleisure wear

~ The potential impact
on colleagues of
simplifying the range
and, as aresult,
streamlining
operations.

Impacts

- Operational
efficiency with
our supgliers has
improved, as we are
now buying fewer
productlines in
greater depth

- Thismare economic
buying has
improved the
use of shareholder
investment

- However,
restructuring our
C&Hoperations
to be fit for future
streamiined activities
has unfortunately
resulted in colleague
redundancies in
support centres

Keyinfluences

- Theneed to maximise
shareholder return,
and the opportunities
for doing o
presentedbythe
shiftin customer
behaviours towards
shopping anlne.

- Colleagues at
distribution centres,
and the pressures
they have been
experiencing
while aperating at
maximum capacity to
fulfit online orders

- Theongoing impact
on the environment
and customer
perceptions of
an nefficient
distribution netwaork,
where arders are
fulfilled and
delivered from
various locations

Impacts

- Thecreationof
our MS2 division s
impraving the
customer experience
of M&S.com-with
website and mobile
app developments,
and by using Sparks
to have more
personalised
relationships with
customers

- New partnerships
have been formed
by introducing
third-party brands on
MAES com, adding to
our style credentials
with customers

Store estate for the
new world

Keyinfluences

- Vanous customer
perceptions, for
some, we havea
declining store estate
which generates a
negative shopping
experience For
others, they expect
an MBS presencein
the local community
to be maintained,
regardless of store
condition

- Colleagues and
theimportance of
their job security
inthe event of any
stare closures

-~ Removing the burden
of long-term store
leases on our batance
sheet, to unlock
shareholder value.

Impacts

- Customer
perceptions and store
performance will
improve as our
ageing, high-street
slores are relocated
to new premuses that
provide a better
customer experience.

- While closing stores
hasinevitably led to
some job losses,
much of our store
rotation s being
achreved with
relocations, where
the vast majonty of
colleagues from
closing stores are
redeployed.



STRATEGIC REPORT

KEY PERFORMANCE
INDICATORS

FINANCIAL

GROUP PROFIT BEFORE TAX {PBT)

GROUP REVENUE & ADJUSTING ITEMS

-11.8% -89.7%
£9.0bn £41.6m
17/18 o7 17118 |580.9
18/19 [10.4 18/19 [s11.7
19/20 |10z 19/20 |03
20/21 20421 - 1.6

/. - ©

Croup revenue befare adjusting iterns on a 52-week basis decreased
11.8%, with UK revenue down 11 3% driven by Clothing & Home revenue
declining 31.5%, and Inlernational revenue down 17 5%

RETURN ON CAPITAL EMPLOYED {ROCE)

The Group delivered profit before tax and adjusting iterns of
£41.6m in a year characterised by unprecedented lockdowns,
resilient performance and disciplined management of costs.

ADJUSTED EARNINGS PER SHARE (EPS)

3.8%

1718
18/19
19/20
20721

oo

B

The decrease in ROCE largely reflects the decrease inearnings
before interest, tax and adjusting items.

1 . _1 p -93.4%

17718 " Jers
1819 |237
19/20 6.7

20421 'u

Adjusted basic earnings per share was 11p (last year earnings of 16.7p)
due tolower adjusted profit year an year.

FREE CASH FLOW

DIVIDEND PER SHARE (PRE SHAREHOLDER RETURNS)
o PNl ) ?
Nil £296.4m
1718 lig.7 17118 |417.5
18/19 133 18/19 |s808
19/20 319 19120 Restated to 2057
20721 | Nil 20721 _ 296.4

We did not pay a dividend in 2020/21. As we recover balance sheet
metrics consistent with investment grade, we will assess the
reintroduction of dividend payments, although as we focus on
restoring profitability this is unlikely in Lthe current year

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

. These figures are reported on a 53-week basis,

The business generated free cash flow of £296.4m, largely drniven
by working capital inflow, reduced capital expenditure and lower tax
payments, which more than offset the lower adjusled operating profit.
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STRATEGIC REPORT

FINANCIAL
REVIEW

Eoin Tonge,
Chief Financial
Officer
FINANCIAL SUMMARY
53 weeks
endinyg 52 weeks ending
ZApril 21 27Maich2!  28March 20 Change 3%
£m £m £m {52 week)
Group revenue before adjusting items 9,166.9 8,972.7 10,181.9 -19
UK Food 6,138.5 59948 6,028.2 -0.6
UK Clothing & Home 2,2390 21986 3,209 -31.5
International 7894 7793 9446 -17.5
Group operating profit before adjusting items 222.2 2097 590.7 -64.5
UK Food 2286 2136 236.7 -9.8
UK Clothing & Horme (130.8) {129.4) 2239 -157.8
International 44) 451 ne7 -59.3
M&S Bank and Services 19 2.0 16.8 -88.1
Share of result in associates and joint ventures 78.4 784 26 29154
Interest payable on lease Liabilities (124 .9) {122.5} (133.4) 82
Net financial interest (47.0) {45.6) (54.2) 159
Profit before tax & adjusting items 50.3 41.6 403.1 -89.7
Adjusting items {2597) (242.8) (335.9) 277
(Loss)/profit before tax (209.4) {201.2) 67.2 -399.4
{Loss)/profit after tax (201.2) (194.4} 274 -
Basic {loss)/earnings per share (100 9.8)p 13p -
Adjusted basic earnings per share 14p 1lp 16.7p -
Dividend per share - - 3.9p =100
Net deht' £3.52hn nfa  £3.95bn -10.9

1 Duetoacnangeinthe Group's accaunting pol cy to recagn’se BACS payments at the settlemnent date, rather than whenthey are i Uated, the comparative amounts for net debl
and free cashflow nave beenrestated

Notas:

This year, we are reparting on the 53 weeks to 3Apnl 2021 Prof tmetrics are provided on a $3-week basis inthe Financial Statements To provide a mearngful comparisanwith last

year's 02-week period, all cerformance commentary inthis sect on sstated onanunaudted S2-week bas.s, and aticashand net debt commentary 150N a 53-wee< 0asis, unless

otherwise noted

There are anurmber of non-CAAP measures and alterative profitmeasares (CAPMs™), discussed within this arnouncement and 2 glossary and recanciliat on to statutory measures s
pravided an page 191 Adjusted results are cansistent w th now business performance s measused internally and presented to aidcomparatility of performance Refestoad,usting
items table below far further details
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GROUP RESULTS

Croup revenue before adjusting items was £2,166.9m on a
53-week basis. On a 52-week basis, it decreased 11.9%, with UK
revenue down 11.3% driven by Clothing & Home revenue declining
31.5% and International revenue down 17.5%. The Croup generated
an adjusted profit before tax of £50.3m and & statutory loss
before tax of £(209.4)m on a 53-week basis (or £41.6m and
£(201.2)m respectively on a 52-week basis).

Statutory loss before tax includes total charges for adjusting
items of £259.7m on a 53-week basis, including charges of £133.7m
related to organisational change, £95 3m in relation to stare
closures identified as part of transfaormation plans, £79.9m for
intangible asset impairments, offset by a £90.8m gain largely
relating to the release of a portion of the Covid inventery
provision made in the prior year For full details on adjusting

itemns and the Croup's related policy see notes 1and S to the
financial statements,

UK:FOOD

UK Food revenue decreased 0.6%. Like for like (LFL) revenue grew
in the first three quarters but declined in the fourth quarter

as the UK-wide lockdown forced the hospitality business and
parts of our franchise business to close again. M&S Food reported
sales do not benefit from a direct online grocery presence,

with these sales instead reported through Ccado Retail.

Excluding franchise and hospitality, core M&S Food categories
performed strongly, particularly over key events, with LFL
revenue growth of 6.9% for the year.

% changetolY al Qz Q3 Q4 FY
Focd -2 16 2.2 -4.4 -06
Focd LFL 20 34 2.6 -27 1.3
Foocd LFL ex

franchise and

hospitality 77 3.6 8.4 28 6.9

Operating profit before adjusting items decreased 9.8%, largely
due to an adverse miximpact on gross margin, which was only
partially offset by reduced costs which benefitted from
government support.

27 March 21 28 Mar 20

52 weeksended £m £m Change %
Revenue 59948 6,028.2 -06
Operating profit before

adjusting iterns 2136 2367 98
Operating margin 3.6% 3.9% -35bps

The table below sets out the drivers of the movement in operating
profit before adjusting items. To improve understanding we
provide additionalinformation on Covid-related impacts with
adjusted profit. Some direct Covid costs and government support
are visible within the right-hand table as they were incremental to
2019/20, whereas other costs, for example the ongeing costs of
furloughed cclleagues (£41.9m}, were alsoincurred in 2019/20

and sc are not visible. The full costs and government support

for furlough income and business rates are detailed in a

separate section.

Cperating profit before Operating profit before
adjusting items £m  adjusting items £m
2019/20 236.7 2019720 236.7
Cross profit (60.7) Lostgross profit (154.0)

from hospitality/

franchise
Store staffing 308 Cross profit growth 933

from care E

categories o
Other store costs 56.3 Direct Covid costs (69.0) ]
Distribution and (46.8) Government 101.0 %
warehousing support E
Central costs (27) Othercostsavings 56 E
2020/21 213.6 2020/21 213.6

- Cross profit decreased £60.7m cr c.84bps primarily as a result
of hospitality closures and lower convenience saies, partly
offset by strong growth in core categories and cost saving
programmes, including initial synergies of £21.4m from
Ocado supply.

— Store staffing costs declined £30.8m, primarily driven by
£45.5m of efficiencies enabled by technology improvements
in store. We incurred Direct Covid costs within store staffing
relating to incentives for retail colleagues of £20.8m and door
host costs of £33.7m. Store staffing costs include government
furlough support of £28.8m.

- The movement in other store costs largely relateste
government business rates retief of £70.8m, partly offset
by additional Covid-related cleaning and hygiene costs.

— Distribution and warehousing reflects the increased costs
as a result of online orders, as well as Brexit-related costs
of £9.0m and Covid-related hygiene and social distancing
measures. The Food business incurred total costs relating to
Brexit of £9.9min the year; a detailed breakdown is given in
the Brexit section below.
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FINANCIAL REVIEW CONTINUED

QCADO RETAIL LIMITED

UK: CLOTHING & HOME

The Group holds a 50% interest in Ocado Retail Ltd ("Ocado
Retail”). The remaining 50% interest s held by Ocado Group
plc (Ocado Group?). Full year results are consistent with the
quarterly results reported by Ocade Group on behalf of
Ocado Retail for the quarterty periads ended 31 May 2020,
30 August 2020, 29 November 2020 and 28 Felbruary 2021,

Group share of consolidated results of Ocado Retail Ltd
52 weeks
ended
£m 28 Feb 2021
Revenue 2,353.2
EBITDA before exceptional items 1899
Exceptionaliterms 50.5
Operating profit 204.2
Profit after tax 156.8
ME&S 50% share of profit after tax 78.4

OcadoRetailLid is reported as anassociate of M&Sas cortarnrights are conferred an
Ccado Group ple for animtial penad of at least five years fram acquisition bxceptional
stems are defined within the Qcado Croup plc Annual Report and Accounts 2020 Aprior
year comparat'veis not prov.ded here as thenvest ment in Ocado Retail Lid was made
part-way through 2019;20.

Revenue grew 43 7% on an annual basis due to strong demand
forontine gracery, higher than normat basket size and a
smoothed trading profile across the week. Following switchover
on 1 September, M&S products have accounted for over 25% of
the average Ocado basket.

Ocado Retail EBITDA before exceptionaliterns was £185.9m,
driven by the strong revenue growth and cost performance
reflecting a period of sustained high dermand. Units per hour
throughput increased in customer fulfilment centres, with
operational improvements across the network. Trunking and
delivery costs reduced as a percentage of sales due to fewer
deliveries pervan, as a result of a higher number of items
per basket.

In addition, Ocado Retail has recognised £50.5m of exceptional
incorne before tax, largely related to insurance receipts for
business interruption for the period up to 28 February 2021
arising from the Andover fire in 2019.

Asaresult of strong EBITDA growth and insurance receipts,
Croup share of Ocado Retail profit after tax was £78.4m.

After a charge of £14.2min adjusting iters relating to the
amortisation of the intangible asset created by the investment,
Ocado Retail contributed £64.2m to Group profit after tax.

40 Marks and Spencer Group plc

Clothing & Home revenue decreased 31.5% as aresult of the
impact on store sales of lockdowns and restrictions throughout
the year. Performance improved following store reopening in
quarter two and either side of the naticnal lockdown in quarter
three, and the online business built momentum through the year.

% change 1 @2 Q3 Q4 FY
Clothing & Home -61.5 -21.3 -251 -187 ~31.5
Clothing &
Home stores -838 395 -465 -606 -56.2
Clothing &
Home online 215 46.4 475 1058 53.9
Clothing &
Horme LFL -52.3 -21.2 =241 -155 -29.8

To enable greater insight into these movements, we are providing
further detail on the perforrmance of each channel.

Online

52 weeks ended 27Mar21 28Mar20 % change
Traffic (m) 4175 3088 352
Active customers (m) 9.0 59 52.5
Conversion (%) 72 63 09pts
Average order value (£) 497 51.5 -3.5
Returns rate (%) 18.8 28.0 -9.2pts
Revenue Em 1,109.7 721.3 53.9

UK Clothing & Home online revenue increased 53.9%. Following
initial disruptionin April, online sales remained strong and built
momentum, with quarter four revenue up 105.8%. Online
customer traffic increased 35.2% driven by both direct and paid
search helping to drive 52.5% growth in active customers to 9.0m.
Crowth was led by mobile, with over 3.5m downloads of the M&S
app driven by the relaunch of Sparks. This led te increased app
usage, with 2 3mmonthly active users (2019/20:1.2my), which also
helped to drive better conversion. In addition, there was a benefit
from a ¢.0.9 percentage point reduction in returns rates
compared with last year due to changes in customer behaviour
and product mix during lockdown. This of fset headwinds from
lower in-store orders, which are attributed to the online channel,
as well as a small decline in average order value as customers’
purchases focused on core product.



Stores

52 weeks ended 27 Mar 21 28 Mar 20 % change
Footfall, m

{average/week) 19 59 -67.8
Transactions, m

(average/week) 1.0 21 -524
Basket value (£) 306 323 -53
Revenue £m 1,088.9m  2,487.8m -56.2

UK Clothing & Home store revenue decreased 56.2%: the impact
of national lockdowns, locat restrictions and the shape of the
store estate adversely impacted the business with footfall down
67.8% and overall transactions down 52.4%. Basket value fell 5.3%
in stores in line with online as customers’ purchases focused on
care product,

Total Clothing & Home

The Clothing & Home business in total generated an underlying
operating loss before adjusting items for the year of £122.4m
compared with a profit of £223.9m in the prior year. While online
growth resulted in a substantialimprovementin online ocperating
profit, this was more than offset by the decline in stores, with
lower casts insufficient to offset reduced overall sales.

27 Mar 21 28 Mar 20 Change
52 weaks ended £m £Em %
Revenue 21986 32091 =315
Operating (loss)/orofit
before adjusting items {129.4) 2229 -157.8
Operating margin -59% 7.0% -12.9p0ts

The table below sets out the drivers of the movement in Clothing
&Home operating {loss)/profit before adjusting items. Toimprove
understanding, we provide additional information on Covid-19-
related impacts within adjusted profit. Some direct Covid costs
and government support are visible within the right-hand takle
as they were incremental to 2019/20, whereas other costs, for
example the ongoing costs of furloughed colleagues (£129.1m),
were alsoincurred in 2019/20 and so are not visible. The full costs
and details of government suppaort for furlough income and
business rates are detailed in a separate section.

Operating profit/{loss) TotalCE&H Operating profit/(loss) Total CEH

before adjusting items £m  before adjusting items £m

2019/20 2239 2019/20 223.9

Cross profit (611.7) Lostgross profit (841.2)
from stores

Store staffing 147.6  Cross profit growth 2295
fram online

Other store costs 109.3 Direct Covid costs (18.7)

Distribution and (43.2) Government 196.4

warehousing support

Central costs 447 Other cost savings 80.7

2020/21 (129.4) 2020/21 {129.4)

- Gross profit decreased £611.7m or (218)bps. Adverse currency
movements and under-recovery of fixed logistics costs within
marginimpacted by (78)bps. Discounting increased {140)bps
driven by an increased mix of clearance sales made at a higher
depth of cut thanlast year.

- Store staffing costs declined £147.6m, mostly as a result of
£42 6m of efficiencies enabled by technology improvements
in store. Store staffing costs include government furlough
support of £88.6m.

- The movement inother stere costs largely relates to business
rates relief of £101.4m.

- Distribution and warehousing reflects the higher costs to serve
online demand, hoth from the Castle Doningloun warehouse
and shipments from store partially offset by velume savings
from reduced deliveries to store. The overallincrease in
distribution and warehousing costs was of fset by delivery
income within revenue.
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- Thedeciinein central costs was largely driven by lower
rmarketing activity, lower headcount and a reductionin
depreciation of technology assets as we move to cloud-based
sclutions and assets reach the end of their useful lives.

Clothing & Home online generated an operating profit margin of
c)4%, with higher volumes leading to increased leverage of the
online fixed cost base. Profitability also benefitted frcma
reduced returns rate, although this was partially offset by

the adverse impact of lower in-store orders. Conversely, the
operating loss in stores represented a margin on sales of c.(26)%.

INTERNATIONAL

International revenue decreased 17.3% at canstant currency
("CC" as stores were adversely impacted by rolling Covid
lockdowns and restrictions. Online sales remained strong
throughout, particularly in markets in which the Group has a
store presence and through partner websites, with sales growth
of 114.3% to £165.7m.

% change to 2079/20 alcc  @2CC  Q3ICC @4CC FYCC Report::
Total revenue -40.7 -9.2 -104 102 173 -175
S52weeks ended 27 Mar 21 28 Mar 20 Change Change
Revenue £m £m % CC%
Clcthing & Home 483.2 620.7 =221 -216
Food 296.1 3239 -86 94
Total 779.3 944.6 -17.5 -17.3
Memo:

Online revenue 165.7 772 4.6 143
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FINANCIAL REVIEW CONTINUED

The decline in Clothing & Home sales was driven by lower store
sales in the Republic of Ireland and India, and lower franchise
shipments, particularly to Asia, partly offset by online growth.
Food sales were more resilient, particularly in the Middle East
and Asia, as Cowid disruption shifted habits to favour eating in.
This helped offset the steep decline in travel franchise salesin
Furope and Brexit related disruption in quarter four.

Operating profit before adjusting iterns was down 59.3% driven by
the lower Clothing & Home sales and incremental costs relating
to Brexit. Adetailed breakdown of thisis given in the Brexit
section below.

Operating profit before OCperating profit before

adjusting itemns Em  adjusting items £Em

2018/20 10.7 2019/20 no.7

Cross profit (879 Lost gross profit (131.3)
from stores

Store staffing 4.0 Gross profit growth 434
fromonline

Other store costs 164 Online growth costs (23.6)

Distribution and (11.7) Covernment 131

warehousing support

Central costs 3.6 Othercost savings 32.8

2020/ 451 2020/ 45.]

Graoss profit decreased £87.9m as lower store sales were only
partially mitigated by strong online growth. Store staffing

and other store costs declined. The costs of £10.8m relating to
salary costs of calleagues on furlough were partially offset by
government furlough support of £6.3m and reduced overtime
hours, while the group benefited from a further £6.8m of
government support for rent and rates across owned markets,
and £7.1m of rent relief, The increase in distribution costs largely
relates to the growth of online sales and costsincurred as a
result of Brexit of £6.2m which was only partly of fset by lower
distribution costs an shiprments to stores. Central cost reductions
were enabled by the shift to digital events from buying fairs and
reduced travet.

M&S BANK & SERVICES

M&S Bank & Services income before adjusting items was down
£14 8mto £2.0m. This was the result of a significant decrease in
income from credit card and travel money sales. M&S Bank and
services income after adjusting items relating to PPIi decreased
£4 6rmto £(0.4)m.
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COVID COSTS

Inthe foliowing table we set out identifiable costs with adjusted
profit related to Covid. We incurred a number of direct Covid
costs such as door hosts and hygiene of £63.2m, incentives for
working through the pandemic for non-furloughed colleagues of
£28.5m and there was a slight reduction in colleague holiday
hours of £3.9m.

In addition business rates relief of £174.6m partly compensated
for the substantial loss of trade from closed space in Clothing &
Home and hospitality areas and franchise stores in Food.

Finally, identifiable costs include government grants for furlough
income of £131.5m, which were mare than offset by the salary
costs incurred for furloughed colleagues of £181.8m

Costsrelating to
Covid within adjusted
loss before tax in Croup CERH Food International
2020/21 £m £m Em £m
Operational
costsrelated

to Covid
incentive for
nan-furloughed
colleagues
Estimated lower
colleague
holiday hours 39 1.5
Direct Covid
costs

{63.2) (13.8) (49.4) -

(28.5) (6 4) (22.0) ©y

(87.8) (18.7) (69.0) (o)

Covernment
business rates
relief for

lost trade
Government
grants - furlough
income
Government
support

1746 101.4 70.8 24

131.5 950 30.2 6.3

306.1 196.4 101.0 8.7

Year-on-year
Covid impacts
within
segmental
profit bridges
Salary costs for
furloughea
colleagues
Total cost
impactin
adjusted profit

218.3 177.7 32.0 8.6

{181.8) (129.) (41.9) (10.8)

36.5 486 (9.9) {2.2)




BREXIT

ADJUSTINGITEMS

The following estimated cost impacts were incurred by the Croup
in 2020/21 as a result of Brexit.

202021 UKFood International Total
Administrative

operating costs 9.9 4.1 14.0
Tariffs - 21 2.1
Net costs 9.9 6.2 16.1

Administrative costs include additional supply chain costs at the
Motherwell and Faversharn depots as well as costs of a digital
track and trace platform, additional variable cost per tray,
veterinary certification costs and the one-off costs of change.
Taril s relate to duty on exports of Clothing & Home and
elements of the Foad catalogue into the EU.

In addition, the Group saw adverse trade impacts including the
restriction of trade on certain products, port delays and
increased operational complexity reducing availability.

NET FINANCE COST

52 weeks ended
27Mar 21 28 Mar 20 Change
£m £m £m

Interest payable (89.9) (80.5) (9.4)
Interest income 47 4.5 (9.8)
Net interest payable (85.2) (66.0) (19.2)
Pension net finance income 472 236 236
Unwind of discount on
Scottish Limited
Partnership lizbility (4.9) (6.9) 2.0
Unwind of discount
on provisions (2.7) 4.9) 22
Net financialinterest (45.6) {54.2) 8.6
Net interest payable on
lease liabilities (122.5) {133.4) 10.9
Net finance costs (168.1) {187.6) 19.5

Net finance costs decreased £19.5m to £168.1m. This was primarily
due to higher pension income due to the increased |1AS19 pension
surplus at last year end. In addition, there was a decrease in the
interest payable on lease liabilities offset by lower interest
received on deposits and higher interest payable on debt due

to a credit rating downgrade and the premium paid as part

of the buyback of bonds.

GROUP PROFIT BEFORE TAX & ADJUSTING ITEMS

Croup profit before tax and adjusting items was £50.3mon a
53-week basis, down £352.8m on last year. The profit decrease
was driven by the decline in Clothing & Horne and Internaticnal
operating profits.

GROUP LOSS BEFORE TAX

Croup loss before tax was £209.4m on a 53-week basis, down
£276.6m on last year. Thisincludes adjusting items of £259.7m
on a b3 week basis {last year £3359m}.

The Croup makes certain adjustments to statutory profit
measures in order to derive alternative performance measures
(APMs) that provide stakeholders with additional helpful
information and to aid comparability of the performance of the
business. For further detail on these charges/gains and the
Croup's pelicy far adjusting items, please see notes land 3 te
the financial statements.

53 weeks 52 weaks
ended ended
27 Mar 21 28 Mar 20 Change
£m £m £m
Strategic programmes -
Qrganisation (133.7} {13.8) (119.9)
Strategic programmes —
UK store estate (95.3} (29.3) (66.0)
Strategic programmes -
Other (5.8) (27.3) 215
Directly attributable to Covid 90.8 (163.6) 2544
Intangible asset impairments (79.9) (13.4) (66.5)
Sparks loyalty
programme transition {16.6) - (16.6}
Amortisation and fair
value adjustments arising
from the investment in
Ocado Retail Limited (14.2) (16.8) 26
Remeasurement of
contingent consideration
including discount unwind on
Ocado Retailinvestment (6.8) {2.9) 39)
Establishing the investment
in Gcado Retaill Limited .7 (1.2) (0.5)
Storeimpairments and other
property charges 69 (78.5) 854
M&S Bank charges incurred
inrelation to insurance
mis-selling and Covid
forward economic
guidance provision (2.4) (12.6) 10.2
Other (1.0) 235 (24.5)
Adjusting items (259.7) {335.9) 76.2
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FINANCIAL REVIEW CONTINUED

On a 53-week basis, adjusting items charges were £259.7m), with
£16.9m incurred in week 53, largely related to restructuring costs.

A charge of £133.7m has been incurred in relation to
arganisational change. This included the integration of more
flexible management structures into store operations, as well as
the streamtining of store and management levels as part of the
Never the Same Again programme. This resulted in a reduction
af ¢.8,200 roles across support centres, regional management,
and UK stores, with associated redundancy costs of £99.7m

We expect this restructuring to generate annualised cost savings
of at least £115m.

A charge of £95.3m has been recognised in relation to store
closures identified as part of transformation plans reflecting an
updated view of latest closure costs as a result of anincreasein
the number of stores in the programme. Further material charges
relating to the closure and reconfiguration of the UK store estate
are anticipated as the programme progresses with total future
charges of up to c.£268m estimated over the next 10 years,
bringing anticipated total prograrnme costs since 2016 to be
uptoc.£926m.

A gainof £90.8m has beenrecognised as being directly
attributable to the Covid pandemic relating to therelease

of a portion of the jnventory provision made in the prior year
compared to initial estimates offset by further costs relating to
cancellations and storage. The sell-through of Clothing & Horme
stock has been much stronger than anticipated.

Acharge of £79.9m has been recognised in retation to
impairment of intangible assets, comprising £39.6m for the
impairment of Per Una goodwill, and the batance for replaced,
retired or decommissioned computer software assets.

Charges of £16.6m have been incurred in relation to the one-off
transition costs associated with the closure of the old Sparks
loyalty scheme following the launch of the mnew programmein
July 2020,

A charge of £14.2m has been recagnised relating to the
amortisation of intangible assets acquired on the purchase
of cur share in Ocado Retail.

Againof £6.9m was recognised relating to the reversal of
previously recognised store impairments offset by newly
impaired stores. The Group has revised future projections for
UK stares (excluding those stores which have been captured as
part of the UK store estate programme) for the current view of
pressures impacting the retail industry, which is less negative
overall than previously projected.

Charges of £2.4m have been incurred relating to M&S Bank,
primarily due to the insurance mis-selling provision. The Croup’s
share of the total insurance mis-selling and forward econamic
guidance (FEG) provisions of £328.3m exceeds the total offset
against profit share of £2251m to date and this deficit will

be deducted from the Group's share of future profits from

M&S Bank.

TAXATION

The effective tax rate on profit before adjusting items was 56 5%
(50 3% on a 53 week basis; 2019/20: 20.7%). The effective taxrate
on statutory loss before tax was a credit of 3.4% (credit of 3.9% on
a b3 waek basis; 2019/20: charge of 59.3%} due to the Group
statutory toss offset by the impact of disallowable adjusting
ttemms. Given the lower level of profits, the effect of the recapture
of previcus tax relief under the Marks and Spencer Scottish
Limited Partnership (*SLP™} structure has increased compared
with previous years. Next year, we anticipate an effective tax
rate on profit before adjusting ttems of ¢.26% partly due to the
continuation of the recapture of previous tax relief.
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LOSS/EARNINGS PER SHARE

Basic toss per share was 9.8p (last year earnings of 1.3p}, due to
the decrease in profit year on year and the increase in weighted
average shares outstanding. The weighted average number of
sharesin issue during the period was 1,953.5m (2019/20:1,894.9m).
Basic loss per share on a 53-week basis was 1Q.1p.

Adjusted basic earnings per share was 1.1p (last vear earnings of
16.7p) due to lower adjusted profit year on year. Adjusted basic
earnings per share on a 53-week basis was 1.4p.

CAPITAL EXPENDITURE

53 weeks 52 weeks
ended ended
3 Apr21 Z8Mar 20 Change
£m £m £m
UK store remodelling 270 60.3 {33.3)
New UK stores 149 333 {18.4)
International 6.7 5.7 9.0}
Supply chain 25.2 39.2 (14.0)
IT & M&S.com 476 211 (33.5)
Property asset replacement 9.2 1024 (83.2)
Acquisition of Jaeger brand 63 - 6.3
Capital expenditure
before property
acquisitions and disposals 146.9 332.0 (185.1)
Property acquisitions
and disposals {0.3) (2.7) 24
Capital expenditure 146.6 3293 (182.7)

Group capital expenditure before disposals decreased £182.7m to
£146.6m as a result of careful management of discretionary
spending as a result of the pandemic.

UK store remodelling costs related to Food renewal stores and
the repurposing of space from Clothing & Home and cafes to
Food. Spend on New UK stores related to seven Simply Foods
and three full-line store openings in the year.

Supply chain expenditure reflects investment in Food equipment
and fleet to support anticipated volume growth, investment

in a second Feood ambient national distribution centrein

Milton Keynes and spend onimprovements to Castle Donington
capabilities and our Bradford warehouse to support

online expansion.

IT & M&S com spend includes costs related to the licence forthe
Food ordening and allocation systemn and investrment in digital
capability for example, to support integraticn of more flexible
management structures into stare operations.

Property asset replacement decreased £83.2m due to the prior
year asset replacerment programme in stores, although this will
narmalise towards pre-pandemic tevels going forwards.



CASH FLOW
52 weeks
53 weeks anded
ended 28 Mar 20
IApr21 restated Change
£m £m £m
Adjusted operating profit 222.2 590.7 {368.5)
Depreciation and
amortisation before
adjusting items 6031 6325 (29.4)
Cash lease payments (316.6) (335.7) 191
Working capital 268 (67.8) 3359
Defined benefit scheme
pension tunding (371) (37.9) 08
Capex and disposals (203.8) (3259) 1221
Financial interest
and taxation (81.8) (171.1) 89.3
Investment in associate
QOcado Retail Limited 1.2 {577.8) 5890
Investmentin joint venture {2.5) (2.5) —
Employee related
share transactions 185 97 8.8
Proceeds from rights issue
net of costs - 574.4 (574.4)
Share of profit from associate (78.4) (2.6) (75.8)
Cash received from
settlermnent of derivatives 14.0 7.7 6.3
Adjusting items outflow (120.5) (88.0) (32.5)
Free cash flow 296.4 205.7 90.7
Dividends paid - (191.1) 1611
Free cash flow after
shareholder returns 296.4 14.6 281.8
Opening net debt excluding
Lease liabilities {1,388.6) (1,404.7) 16.1
Free cash flow after
shareholder returns 2964 14.6 281.8
Exchange and other
non-cash movements
excluding leases (17.8) 1.5 (19.3)
Closing net debt excluding
lease liabilities (1,N0.0) (1,388.6) 278.6
Opening net debt (3,950.6) (3,981.5) 309
Free cash flow after
shareholder returns 296.4 14.6 281.8
Cecrease in lease obligations 1843 2014 (07.1)
New lease commitrments
and remeasurements (48.3) (204.1) 155.8
Exchange and other
non-cash movements 2.3 8.0 (16.7)
Closing net debt (3,515.9) (3,950.6) 434.7

2019/20 net debt and free casn flow figures have beenrestated. Due teachangein
the Group's accounting policy to recogmise BACS payments at the settlement date,
rather than whentheyaraintiated, to more appropriately reflect the nature of these
transactions, thecomparative amounl s have peenrestated

The business generated free cash flow of £296.4m, largely driven
by working capital inflow, reduced capital expenditure and lower
tax payments, which more than offset the lower adjusted
operating profit.

The working capital inflow since year end 2019/20 was driven

by higher payablesin Clothing & Home and Food (¢.£125m)
largely due to the extension of payment terms for C&H suppliers
and the timing of payments. Lower stock was a result of strong
Easter trading and the higher stock at prior year end resulting
from lockdown. Franchise receivables reduced due to travel
store closures.

Lower capital expenditure largely reflects the reduction
of discretionary spending as a resuit of the pandemic.
Cash capital expenditure includes £77.2m relating to prior
year capital accruals.

The decrease in financial interest and tax payments to £81.8m
is due to the reduction in UK corporation tax paid reflecting the
full year taxable loss position.

Defined benefit scheme pension funding of £371mreflects
the second limited partnership interest distribution te the
pension scheme.

Adjusting items cash outflow was £120.5m. This included

£82.1m relating to the costs of organisational change, £10.9m in
relation to the store closure programme, £6.2m paid for deep
starage and fabric during the Covid pandemic, £5.6m inrelation
to the transition to the new Sparks toyalty programme, £2.4m for
M&S Bank, and £1.7m relating to costs associated with the launch
of M&S product on the Ocado Retail platform.
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FINANCIAL REVIEW CONTINUED

NET DEBT

DIVIDEND

Net debt excluding lease liabilities decreased £278.6m from the
start of the year.

There was a further reduction in the value of discounted lease
obligations outstanding. New lease commitments and
remeasurements in the period largely relating to 1) properties
were £48.3m of which 10 opened in the year. This was more
than offset by £184.3m of lease repayments.

The compaosition of Greup net debt is as follows:

S2weeks
53 weeks ended
ended 28 Mar 20
3Apr21 restated vs
£m £m £m
Cash and cash equivalents 674.4 254.2 4202
Medium Term Notes (1,682)  (1,536.2) (145.9)
Current financial assets
and other 83.2 961 (12.9)
Partrership liability {(185.5) (202.7) 17.2
Net debt excluding
lease liabilities {1,110.0) (1,388.6) 278.6
Lease liabilities (2,4059) (2,562.0) 15611
- Full-line stores (9826) (1,054.8) 722
- Simply Food stores (727.0) (747.7) 20.7
—Offices, warehouses
and other (494.5) (523.7) 29.2
- Internationat (201 8) (235.8) 340
Group net debt (3,515.9) (3,950.6) 434.7

2015720 net debr and free cash flow figures have beenrestated Duetoackange inthe
Croup's accounling policy to recognise BATS payments at the settlement date rather
thanwher they are initiated, to more appropnately reflect the nature of these
transactions,the camparative amaounts have been restated

Of the outstanding discounted lease comrnitment at period end,
approximately 40% related to full-line stores and 30% to Simply
Food stores, with 8% relating to International leases and the
balance largely relating to warehousing and offices.

LIQUIDITY

Atyear end, the Group held cash balances of £674 4m

(2019/20: £254.2m), with undrawn facilities of £1.1bn expiring

April 2023. This strong liquidity positicn is as a result of free
cashflow performance and a £300m bond issuance in November,
which was used to partly refinance the bond maturity duein
December 2021

The refinancing of the Group's December 2021 maturity, aleng
with the successful negotiations in March 2021 to extend the
relaxation of covenant measures on the revolving credit Facility
upto and including March 2022 mean that the Group has liguidity
headroom of over £15bn.
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We did not pay a final dividend for 2019/20 and the Board has
previously announced the decision not to pay a dividend for the
2020/21 financial year

PENSION

At 3 April 2821, the IAS 19 net retirement benefit surplus was
£631.4m (2019/20: £1,902 6m). The surplus at tast year end had
increased significantly due to unusually high credit spreads as a
result of Covid. During the year, credit spreads have reverted to
more normalised levels giving rise to the decrease in the surplus.

The Trustee of the UK Defined Benefit Scheme has commenced

a triennial actuarial valuation of the Scheme at 31 March 2021 as
reguired by statute. The assumptions to be used are agreed
between the Trustee and the Company. The Scheme surplus on

a statutory basis was £652m at the last actuarial valuation in 2018.

In September 2020, the Scheme purchased additional pensioner
buy-in policies with insurers for approximately £750m. Together
with the policies purchased in Aprit 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 policies
cover specific pensioner liabilities 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.

STATEMENT OF FINANCIAL POSITION

Net assets were £2,285.8m at the year end, a decrease of 38%
since the start of the year largely due to the decrease in the net
retirement benefit surplus and the Group loss for the year.

Eoin Tonge, Chief Financial Officer




STRATEGIC REPORT

RISK MANAGEMENT

The risks and uncertainties that we face as a business continue to evolve.
We see risk management as an essential tool to support the successful delivery of our

. . . . - =
transformation and broader strategic priorities and allow us to respond effectively to the 5
challenges facing our business, the retail sector and the communities we serve. &
0
o
APPROACH TO RISK MANAGEMENT with mitigation plans which are The overall assessment of our principal E
o h to risk (i approved by therr respective leadership  nisks and uncertainties considers the 2]
our alppr%ac ot_ns \ rpﬁ”zngg“ 5 it teams and discussed with appropriate impact of changes in the external
SIMpie ana practica. The Audit Lomrmittee, Executive Committee members. environment, our strategy, our
under delegated authority from the transformati
- ) . . . ion programme, core
Board, is accountable for averseeing the - Direct reporting to the Audit ” .
: . . h NP operations and our engagement with
effectiveness of our risk management Committee of risk and mitigating external parties
process, including identification of the activities by each of our business and '
principal and emerging risks facing M&S. functional leadership teams onan The output from the above processis
The risk t annual basis. subject to periodic review and challenge
1€ risk management process . . with the executive directors. Subsequently,
mirrors the M&S operating maodel - Aformal half-yearly review of all risk th incioatrisk brmitted (o th
ith each business and functicnal area registers by the Group Risk tearm. € Prinapatrisks are submitted to the
w Audit Committee ahead of final review

being responsible for the ongoing
communication and feedback of their
existing and emergingrisks. This process
comprises the identification, assessment

- Forming anoverarching summary view and approval by the Board.
of risks, combining beth top-down and
bottom=up perspectives, to provide a
consolidated view of Croup-level risks.

Underpinning this process is the Group
Risk Management Policy which continues

and effective mitigaticn of their risks, as to be reviewed to ensure that it remains

well as continuous monitoring for changes - Swift and continuous action to appropriate for our business needs and

to their risk profiles {see diagram below). reassess risks across the business governance responsibilities. An overview

Thisincludes: inresponse to significant changes of the key features of the Policy and the

- Risks consistently identified, measured er ever-1ts‘ . ' . gspgfﬁg%ﬁg&?ﬂ;ﬂ;aeégntles are set
and reported against set criteriawhich - Proactive consideration of emerging ‘
considers both the likelihood of risks where the fullextent and The directors’ assessment of the long-term
occurrence and potentialimpact to implications may not be fully viability of M&S s also reviewed annually,
the Group, with clear ownership. understood but needto be mindful of the principal risks faced. The

— Each business and functional area monitored nevertheless. i;)s?:fohufﬁdr Ziszzzg%;ong term viability

maintaining detailed risk registers

RISK MANAGEMENT PROCESS AND GOVERNANCE OVERVIEW

The following diagrams provide an Internal reporting Parties involved Externalreporting
overview of the risk management ! 1t 1} 4
process and activities undertaken
within our business thatl aliow Consolidated Group-levelrisks g - MRS Board Principal risks
the Board to fulfilits obligations - Consolidation of significant risks from O — Audit and uncertainties
ér;c;irztg%CorporaLe Covernance underlying risk registers .z_ Committee _ Asummarised

- Overlay of Croup-levelrisks lE - Executive version Of_

- Review and agreement of the principal Committee prltncwpaLerlsksricl)r:

risks by the executive directors - Group externatreporting
Risk team - Reviewand

— Review and approval by the Audit Committee approval by

the Board and

Business and functional risk registers \/ Audit Committee
- Development and ongoing maintenance of
risk registers, including consideration of

emerging risks, by the business and functional
leadership teams

Cngoing
communication
&feedback

- Review and challenge of risk content and
qualily of mitigation plans by Croup Risk
- Fex;iew ipdfchauenge of risks at. - Group
Cs e s . eadership forums .
[ riskidentification & ownership P o  Riskteam
. . 3 - Business
n Risk assessment Current issues and areas of change é and
. - - Monitoring of ermerging areas of change ] functional
Risk response or issues that may become significant at ° leadership
Risk monitoring, aCroup level @ teams

reporting & escalation
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STRATEGIC REPORT

PRINCIPAL RISKS AND
UNCERTAINTIES

The business has continued to follow

our risk management disciplines and
managed risks in line with good practice.
Our established processes have operated
to allow consideration of the principal risks
and uncertainties to be undertakenin
accordance with the methodology
outlined on the previous page, and in tine
with our annual timetable. The impact of
the pandernic during the year triggerad
the need to consider the specific
conseguences of the virus on the risks we
manage, both at Group and at business
and functional level. This activity has
continued throughout the year.

Qur disclosure therefore provides an
overview of the key actions we have
implemented and maintained as a result
of the pandemic, including those that

we will retain as a permanent feature of
business activity. The longer-term
conseguences of the pandernic on our
principal risks and the mitigations that
feature alongside have been included
within the narrative on pages 51to 56.

This should e read in conjunction with the
narrative included in the business updates
of the strategic report to provide an
understanding of the risks and, in some
instances, opportunities, facing M&S.

EMERGING RISKS

CHANGES TO QURRISK PROFILE

We have made the following changes to
our principal risks to emphasise areas
where our focus has changed, and to
those where we want to strengthen the
articulation of our risks and reflect
their connectivity:

We are including social, ethical and
environmental considerations as a

new area of focus. This reflects our
awareness of the impact of our own, and
associated third-party, activities across
these areas of responsibility, and our
commitments to act in a manner that
meets with the expectations of

our stakeholders.

Following thelaunch of M&S products
online, our previcusly disclosed Food
Online rnisk has changed direction. This
has been replaced with a new risk that
emphasises our focus on shaping cur
long-term investment in QOcado Retail
to drive further synergies and growth,
while continuing te maintain our
supply cbligations.

Cur articulation of the following risks
have evolved more materially:

- The focus of our Brexitrisk has
shifted from the uncertainty of the
event itself, to understanding and
responding to the specific unknowns
that remain prominent, ke the
implications at the end of the EU-CB
grace period on the flow of product
into the UK, and the long-term status
of the Northern Ireland Protocol on
our operations and performance

- Qur strategic third party relationships

play a significant role in supporting a
wide range of business activities and
risk mitigation, like supporting our
source-to-shelf processes, our
comptiance obligations and in
helping maintain key infrastructure.
To reflect the extensive role of our
third-party relationships, we have
disaggregated cur previcusly
disclosed Third Party Management
risk and incorporated key elerments
into other principal risks.

Taking a similar approach, our Brand,
loyalty and customer experience
risk has also been fragmented. A key
component of this risk was the state
of our loyalty programme, which had
previously not evolved in line with the
market and expectations. Following
the successful relaunch of our Sparks
programme, this risk element has
been removed, but we continue to
recognise the strategic importance of
our loyalty programme in supporting
our trading performance. In addition,
delivery of good customer experience
underpins a number of our other risks
and we believe that all of cur risks
may have an overarching, adverse
impact on our brand and reputation
should they materialise.

As well as understanding the spectrum

of risks that we face today, awareness of
emerging risks isimportant in driving
effective strategic planning. This allows us
to monitor and understand future impacts
and build these into our decisicn-making
processes. Key emerging risks that we are
monitoring include:

- Theimpact of cimate change on our
operations, supply chain, regutatory
environment and our ability to continue
providing high quality products to
aur customers. Linked to this, our
response to climate change risks arising
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from our business operations are
explained in cur climate-related
disclosure on pages 74 to 76.

The impact of regulatory changes,
such as the potential introduction of an
attestation over internal controls,
similar in nature te the US Sarbanes-
Oxley ("SOX") legistation, in the UK and
the replacement of the Financial
Reporting Council with a new regulatory
bedy, which could impact the strength
and oversight received as welt as
increase the scrutiny on auditing and
future reporting requirements.,




WHAT WE HAVE LEARNT FROM
THE PANDEMIC

The impacts of the Covid-19 pandemic

as it evelved over the past year have
influenced the profile of our principal risks
and directed a stronger control
envirenment, with improved flexibility,
that allows key mitigating activities to

be adapted in respense to such events.
We have taken the opportunity to
strengthen the overatl governance and
effectiveness of our organisationat
artivities by re-examining our disciplines
and ways of working in key areas as a result
of what we have learnt from the pandemic.
Many of these activities now form a part of
permanent business activity.

What we have done well

The business has demonstrated great
resilience and capability in responding

to one of the biggest crises experienced.
Cur ability to determine, plan and execute
changes swiftly and effectively with
streamlined processes, leaner teams

and enhanced technotogy and digital
enabternent are some of our key success
factors. These alsc underpin our Never the
Same Again programme that has allowed
us to bring forward our transformation
and emerge as a more responsive,
adaptable and faster-moving business.
Key achievernents include’

Maximising commercial opportunities by:

- Quickly responding to customers
wanting greater flexibility, convenience,
and safer shopping, by improving our
website capabilities, our M&S app,
expanding cnline fulfilment, click &
collect and home delivery options.

0000

Refocusing our strategy to:

- Establish our integrated Clothing &
Home eonline and data business division,
MS2, to maximise online opportunity. {J

- Use our stores as fulfilment centres for
online orders, enabling better stock
rotation and responsiveness to
custormer demand. )

Delivering key transformational projects,

and driving other improvements, with

more focus and agility through:

- The successful transition of M&S Food
online with Qcado Retail. @)

* Principal risks

o Trading performance
recovery

Talent, culture
and capability

Business
transformation

o Brexit

o Ocado Retail

Food satfety
andintegrity

Social, ethical
and environmental
responsibility

o Ligquidity and funding

- Therelaunch of Sparks as a Digital First
loyalty pragramme, which continues to
see high levels of membership uptake.

- Focusedeffortin Clothing & Home to
deliver a faster moving range,
supported by shorter supply chain
cycles that provide flexibility and speed
in adapting tochanges in custormer

demand. (P

- Improved collaberation with our
suppliers to reduce and/or postpone
Clolhing & Homne orders, improving our
liguidity and stock position. @)

Improving our organisation and Ways of

Working by:

- Using technology toenable a
permanent shift towards flexible
working that continues to allow the
business to work remotely (locally and
internationally) without the loss of
business-critical systems. @)@

— Streamlining and strengthening
leadership roles. @

— Restructuring our stores to focus on
front-of-house service, with leaner
multi-tasking teams, more flexible
working, roll-out of market-leading
store technelogy and an overall
reductionin operating costs. g @@

— Adopting technology to support
assurance activities, including third-
party audits, and to access live data
relating to compliance activities.

- Cotlaborating with suppliers to use
technology capabilities on product
innovation, design and sampling. @)

Strengthening our governance by:

- Operating a simplified delegation of
authority that drives action-orientated
decision-making by removing the need
forexcess hierarchy, which allowed us to
execute changes promptly in order to
optimise cur pandemic response. @

- Applying a more consistent approach to
return oninvestment and increased
focus on overall cash management,
including working capital. €@

Technotogy and
digital capability

m Infarmation security

Business continuity
and resilience

Carporate
compliance
and respensibility

Leading the pandemic response by:

- Actively influencing government
guidancein the retail sector for the safe
operating of our steres and warehouses,

00Q®
Where we have more to do

While we have successfully navigated
our business through the pandemic,

we recognise that there are some areas
where we need to go further to prioritise
parts of our transformation and improve
our disciplines, such as to:

- Accelerate our store estate
transformation to meet with the needs
of 2 modern trading environment.
Executing this remains challenging due
to parts of our property portfolio being
considerably aged and the historic
underspend in this area, which are
exacerbated by the influence of the
pandemic on the property market.
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- Address our historically slow
performance to drive improved
availability and lower levels of waste,
through an optimised supply chain. To
address this, the business is focusing on
delivering faster moving and innovative
ranges at trusted value, which will allow
for mare efficient cost bases and
improved range and volume planning.

- Being better prepared to address a
similar crisis situation, like the
pandemic, by ensuring that we
communicate in an even more timely
manner with our stores around centrally
agreed response plans and activities to
allow colleagues more time to prepare
and execute changes effectively. This
includes equipping colleagues with the
required tools and guidance, as well as
consistent messaging from across
multiple central teams. In additicn to
this we need to establish stronger
discipline in our stores and warehouses
to follow guidance, such as around
social distancing, to prevent breakouts
and multiple self-isolaticns.
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HOW OUR ASSURANCE PROCESS HAS EVOLVED AS A RESULT OF THE PANDEMIC

Our Never the Same Again programme
has beenused toimplement learnings
from Covid-19 as part of our permanent
Ways of Working and to support key
risk mitigations.

Throughout the pandemic we have maintained robust
controls over our compliance responsibilities, such as
for Food Safety, and Fire, Health & Safety (FHS), and
recognised the importance of continued visibility of this.
Responding to the lockdowns and government guidance
on safety has allowed us to demonstrate how we can
evolve our assurance activities to maintain adeguate
visibility of controls without significantly impacting

the effectiveness of cur control environment.

Associated principal risks

Food safety and integrity @
Corporate compliance and responsibility (8
Technology and digital capabilities @)

Centralised compliance
platform and reporting
tooltoview FHS data in

real time

#}sgurwnw/

acivitits

We have refined some of cur assurance
programmes to allow for continuous desk-
based auditing combined with appropriate

in-person validations that replace entirely
on-site inspections.

Colleague 1n store
confirming store opening
checks through our app.

Where we started
— Primarily site-based

The challenge
- Covernment guidance

audit prograrnmes
across UK and
international locations,
inctuding stores,
warehouses and offices,
as wellas franchise-
owned storesand
supplier factories.

- FHSdoecumentation

largely stored locally, on
paper (risk assessments,
evidence of safety
checks, etc).

— Manual submission

of incident and
accident data, used
centrally tocreate
management reporting

and leckdown
restrictions inthe UK
and internationally
making travel and
access to sites for FHS
inspections unfeasible.

Resource pressures
impacting second line
assurance teams as
well as lhe experience
in stores

A substantialincrease in
external enforcement
activity in the UK and
internalionally

Marks and Spencer Group plc

Qurresponse

We redesigned our
processes by setting up
remote audits, including
live video streaming
Leading the Food
Industry response by
settingupremote
supplier factory

audits internationally.

Useof third-party
assurance output to
support gaps N visibility
of supplier sites during
remote audits fe g pest
control reports)

Introduced compliance
self-assessments for
sites, central storage

of risk assessments,
enabled live update of
accident data and of
store opening and
closing checkstoa
centralreporting
systemand an app
Actively worked with our
UK Primary Authonty
Partrer to strenglhen
our Covid-19risk
assessmentsandagree
ourrevised assurance
methodology

Never the Same Again

~ Risk-basedaudit
pragramme with
targeted on-site
inspections supported
by remote assessments
using real-time data
and digitally stored
FHS information

- Live data migrated Lo

cur Big Data platform
and accessible through

anapp

— Driving greater

accountabilily at sites
for actively reporting
and supporting
remote audits

Behaviaural changes
driven by the
pandemic witl keep
safety at the
forefront of

our minds for

many years

— Ininternational, our
assurance processes
continue to be adapted
as local leckdowns
changein different
countries However
remote audits will
continuete be usedin
thelongterm, to
support more frequent
visibility in higher-risk
areas and to upskill
local teams in FHS



PRINCIPAL RISKS AND UNCERTAINTIES

RISK

RISK

OR

Risk movement
Q—Q Nochange
@) New risk

DESCRIPTION

Trading performancerecovery

Failure of cur Food and/or Clothing & Horme business
to effectively and rapidly respond to the pressures of
anincreasingly competitive and changing retail
environment, including recovery from the pandemic,
would adversely impact customer experiance,
operational efficiency and business performance.

Context

- M&Scompeteswith a diverse range of retailers in an
increasingly challenged sector faced with continued
cost and pricing pressures, shifts in consumer behaviours
and a broad range of macroeconomic uncertainties, all of
which have been exacerbated by Covid-19.

- Responding with commercial agility as we emerge from
the pandernic to deliver the right product ranges and
style credentials from source to shelf, with clear pricing
architecture and availability, has become mare
imperative. Our ability to predict and meet changing
customer expectations and demand as conditions
normalise’ will impact our success in doing this.

— Underpinning our recovery is our programme of
transformational improvements, delays to which
could stem our recovery and negatively impact
our performance.

Oversight by Executive Committee

Link to strategic priorities

DESCRIPTICN

Business transformation

A failure to execute our transformation and cultural
change initiatives with pace, consistency and cross-
business buy-in willimpede our ability to improve
operational efficiency, competitiveness, and to
restore the business to sustainable profitable growth.

Context
Critical projects underpinning our transformation include:

- Continuing to evaiuale our transformation programme in
response tolonger-term changes in customer behaviour,
including those directed by the pandemic and Brexit.

- Reshaping, modernising and delivering a UK store estate
thatis fit for the future, with the night stores in the right
spaces, improved integration between anline and store
experience as well as creating shopping facilities that
drive cmni-channel growlh and meet the expectations of
our target customers.

- Modernising our supply chain and logistics activities to
improve speed, cperational effectiveness and availability and
to reduce costs. Supported by investment in legacy syslems

— Functionally led transformaticns relating to people,

technology, and digital and data are key to supporting
overall business change.

Oversight by Executive Committee, Strategy and
Transformation Office

ENEEREY

i Strategic priorities

Q) Increased net risk exposure LT__' A strong Food business positioned
- R forgrowth

Q) Reduced net risk exposure

Link to strategic priorities

MITIGATING ACTIVITIES

- Strong seniorleadership team capabilities in hoth Food and
Clothing & Home through continued targeted recruitment.

- Anestablished operaling model consisting of a family of
accountabie businesses who share M&S brand values,
support functions, lechnology and customer data.

— Managing Directors for each of these businesses with full
accountability for their performance

— QOperating Reviews Lo enable executive oversight and
effective governance of each business

- Continued delivery and discipline around cost, range,
value, prices and availability to broaden customer appeal

~ Expandedinttiatives to make products available
convenienlly to customers Lhrough contactless home
delivery and Scan & Shop

Key developments

- Our Never the Same Again prograrmme clearly aligned with
the strategy and objectives for each area of the business.

— Established aninlegrated online division, MS2 to
turbocharge online growth for Clothing & Home, and
introduced new brands.

- Relaunched“Remarksable”in Food Lo promote trusted
value, and establishad our "Food Innovation Hub".

- Proactive management of excess stock resulting from
the lockdowns.

— Expanded our International online business, with launch
of new websites providing access to mare markets

- Evolved our Sparks programme to reach 10m users,
with access to more customer data linked to driving
commercial decisions and personalised relationships

MITIGATING ACTIVITIES

- Continued focus an our Never the Same Again approach
to prioritise transformation delivery, balanced with robust
cash management disciplines.

- Applying programme governance principles for alt core
projects with clear accountabililies and milestonesin place.

- Maintained momentum Lo deliver supply chain
capabilities and efficiencies across the Food and
Clothing & Home businesses.

Key developments

- Set up of our Strategy and Transfermation Cffice to drive
GCroup-level focus, consistency and challenge.

- Key online growth initiatives executed and planned
through Ocade Retail and M52

- Reshaping the store estate strategy to direcl accelerated
transformaticn, including prioritised site redevelopments,
delivery of more new farmat stores and planned closures.

- Centinued development of the Vangarde Supply
Chain Programme in Food, which is delivering
improved avallability.

An omni-channel Clothing & Home business driven by are-shaped
product engine

A successful transition to M&S product Accelerated rotation of the Store Estate

on Ocado Retail and growing capacit " . . " .
' growing capacity E Internationat business focused on major partnerships and online

Annual Report & Financial Statements 2021 51

-
[+
(o}
a
w
[+4
13}
[*]
w
-
<«
o
-
w




PRINCIPALRISKS AND UNCERTAINTIES CONTINUED

RISK

RISK

@ =

DESCRIPTION

Brexit

Failing to mitigate the continuing costs and friction
arising from the complexities surrounding the

border and further developments in the Trade and
Cooperation Agreement (“TCA™) may have a significant
and long-term impact on our trading performance.

Context

As a result of the implications of the UK's exit from the
Eurepean Union (EU), sur EU businesses need to be
reconfligured to manage new challenges Inaddition,

a number of uncertainties still remain following Brexit that
are largely outside of our control and require continued
moniloring and flexibility in our response Key implications
of these include

- Permanent increases in cost base and time relating Lo the
movement of goods across borders and compliance
with the TCA {inctuding the evolving requirements of the
Northern lreland Protocol and eventual end of the EU-CB
grace period)

— increased compliexity and cast in effective markets,
particularly the Republic of Ireland, Northern Ireland
and France.

- Access to and availability of labour for our business and
within the supply chain.

- Costspassedon from our suppliers as they set their
post-Brexit policies

- Viability of most-impacted suppliersand impact on
product availability.

Cversight by Brexit Steering Committee, the Board

DESCRIPTION

Ocado Retail

A faiture to effectively manage the strategic and
operational relationship with Ocado Retail would
significantly impact the achievement of our
multi-channel food strategy and our ability to
aeliver shareholder value.

Context

- Theinvestmentin Ocado Retailis part of our strategy
for improving Gur online reach and capability Since the
launch in September 2020, we have seen growth inthe
online grocery market with an upward trajectory for
the future that offers us the opportunity to strengthen
our investment.

- Thereare two core aspects of our relationship with Ocado
Retail that we are actively focusing on:

Developing our working relationship with Ocado Retail
and evolving our ways of working to ensure alignment
of our strategies in a way that supports innovation

and growth.

Maintaining a seamless supply precess to support
customer fulfilment - existing and in Line with future
growth -and seeking opportunities to expand and
refine product ranges

Oversight by Ocade Retail Beard

B

Link to strategic pricrities

Marks and Spencer Greup plc

MITICATING ACTIVITIES

A cross-business working party remains in place to
coordinate post-Brexit activity, including scenario planning
with financial and operationalimpact assessments as
long-term implications are understood

Risk assessments undertaken by each of our businesses to
enable them to plan and execule Lhe operational changes
needed to manage Brexit.

Regular updates to the Board and Audit Commiltee
outlining risks and actions being undertaken.

Continued engagement with key government and industry
bodies to represent M&S's views, including the UK Border
Development Croup, with access to the Department for
Environment, Food &Rural Affairs, HM Revenue & Customs
and the Food Standards Agency

Key developments

Worked quickly to expand our understanding of the TCA and
address immediate operational issues of product flow Lo our
European rmarkets.

Continued to actively work with government and induslry
bodies to drive a smpler customs and exports process

Investigated tariff mitigation for the re-export of product,
mcluding working with HMRC to reduce the burden of tariffs,
for example, Returned Cocds Relief

Implemented a UK customs warehouse environment
Improved and automated activities linked to the customs
process to reduce administration costs.

MITICATING ACTIVITIES

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

Estabushed data and technology interfaces wilth
Ocado Retall.

Continued communication under lockdown with the Board,
senior management and among the M&S-Ocado Retail
operational leams.

Continued operation of adedicated M&S Ocado delivery
team, supported by seror leadership, to coordinate
sourcing, product development, product ranging,
custormer data and marketing.

Key developments

Completed transition of M&S products (Food and Clothing &
Home) to the Ocado platform

Invested to expand capacity with the launch of a new
custamer fulfilment centre in March, and plans for two
more this calendar year.



PRINCIPAL RISKS ANDUNCERTAINTIES CONTINUED

RISK DESCRIPTION

Talent, culture and capability

Our inability to evolve the culture of our business
aswellas develop and retain the right talent and
capabilities will influence our means to expand the
business with agility and appropriate commercial
acumen. Thiswill also impede the execution of our
transformation programme and impact our broader
strategic objectives and performance.

Context

- M&Sisfortunate to employ a vast number of talented
individuals and it is essential that we have the right
processesin place to identify, develop and retain this
talent for the future

~ Understanding the changing retail landscape is core
to the strategic decisions we make on the skills and
capabilities needed for our business. Fromdriving a
digitally focused mindset to managing change, our
strategic choices andinvestment are focused on the
knowledge and skills needed for the future.

- The challenge of effectively managing talent,
performance and succession using systems that have
become outdated could result inincreased resource
management and development costs.

- The needto effectively engage, motivate and connect
wilh our colleagues across a mulli-generationat, diverse
warkforce s key to delivenng praductivity and supporting
the transformation of our business while driving customer
lovalty through a differentiated service propesition

-~ The broader implications of Brexit on the availability
of labour and key skills continue to be monitored.

Oversight by Executive Committee

RISK DESCRIPTION

Food safety and integrity

Failure to prevent or effectively respond to a focd
safety incident, or to maintain the integrity of our
products, could impact business performance,
customer confidence and our brand.

Context

- Food safety and integrity remain vital fer our business.
We need to manage the potential risks to customer health
and censurner confidence that face all food retailers
This includes considering how external pressures on the
foodindustry and wider economic and envircnmental
changes could impact the availability and integrity of
our food, the ability to operate all routine controls,
our reputation and shareholder vatue

6
@

- Many of these external pressures, including inflationary
costs, labour guality and availability, increased regulatory
scrutiny and animal disease are heightened to adegree
by the pandemic and our exit from the European Union.
These are alsa largely outside our control but are
nevertheless monitored and mitigated where possible.

Oversight by Consumer Brand Protection Committee

Risk movement
6)) Nochange
G\J New risk

Strategic priorities

(T) Increased net risk exposure m A strong Foed business positioned

= R for growth
Q,) Reduced net risk exposure

MITICATING ACTIVITIES

— Continued investment in external hires to strengthen
capability, improve quality and diversity of talent at
alllevels

— Investment in internal talent to strengthen Lhe leadership
pipeline and develop our future leaders.

- Embedded quality new starter expenence across all areas
Lo atlow effactive onboarding, engagement and retention

- Continued the praject to update our HR systems

- Business Involverment Group which s actively involved in
colleague engagement and representation throughout the
business, including Board meetings.
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- Capilalising on the popularity of our M&S Alumnito engage,
energise and re-attract greatiatent.

Key developments

- Direct Executive Committee member ownership of HR
matters

- Progressed our plans for enhancing skills and capakilities
through targeted talent, recruitment and deveicpment
programmes.

- Launch of an updated performance management process,

- Total reward review completed with benchmarking of all
pay and benefit compaonents and transparency onfair pay,
including gender, ethnicity, disability and age. Commenced
Implementing initiatives that reflect colleague expectations.

- Launch of a digital-specific apprenticeshup programme
driving digital Literacy and capability building.

MITICATING ACTIVITIES

— Food Salety Poticy and Standards, with clear accountability
set at all levels.

— Defined Terms of Trade, manufacturing standards,
specifications for “from farm to fork™ and operating procedures,

- Risk-based store, supplier and warehouse audit programmes
by anindependent third party, including franchise cperations.

- Qualified Food Technology team, with continuing
professional development.

- Risk assessment process in place for new food initiatives

- Quarterly internal review of aur control framework.

- Established processes for the development and legal
sign-off for product packaging

- FoodIndustry Intelligence Network membership at Board
and Executive Committee level.

- Live and tested crisis management plan for food incidents.

Key developments

- Updated cperating procedures in response to lockdown
restrictions and for the new initiatives launched, e.g home
delivery channels inthe UK and internationally.

- Remate audit and assurance programme launched for new
and existing suppliers

- Covid-19 tests for technologists to enable urgent site visits

- Enhanced monitoring of quality and customer complaints

- Additional reporting to the leadership team of Covid-19
implications on cur supplier assurance pregramme.

An omni-channel Clothing & Home business driven by are-shaped
product engine

A successful transition to M&S product Accelerated rotation of the Store Estate

on Qcado Retail and growing capacit; B . 3 ) )
9 gcapacty Elnternationalbusmessfocusednnmajorpartnershlpsandonlme
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PRINCIPAL RISKS ANDUNCERTAINTIES CONTINUED

RISK

© =~

RISK

2 oo

DESCRIPTION

Liquidity and funding

Aninability to maintain short- and long-term funding
to meet business needs or to effectively manage
associated risks may influence our ability to
transform at pace, as well as have an adverse

impact on business viability.

Context

- While we have continued to actively manage curcash,
liquidity and debt position during the pangemic,
resulting in a more positive cut-turn than anticipated,
our focus on this remains strong

- Availability of, and access to, appropriate scurces and
levels of funding 1s important for the continued operation
of business activity, as well as successfuland timely
delivery of our transformation. Our ability to repay debt
and fund working capital, capital expenditures and other
expenses depends on our operating performance,
ability to generate cash and to refinance existing debt,

— Recoverability of aur trading performance will
influence our cash position as we emerge more fully
from the pandemic

- We also have pension fund commitments that require
active management and moniloring

Cversight by Executive Committee, the Board
DESCRIPTION

Social,ethical and
environmental responsibility

Increasingly our customers, colleagues and investors
demand reassurance that we are managing ethical
and environmentalissues across our business,
including supply chains. Our inability to uphold
adeguate oversight of, and respond to, our
responsibility commitments may result in failing

to meet their expectations.

Context

- We continue to operate increasingly complex supply
chains where changes in the external environment and
challenging economic condtions, including the impact
of Covid-19 across the globe, make ethicaland social
issues open to mismanagement and exploitation.

We recognise that these could occur anywhere in our
supply chain netwarks as well as our own operations

- Setting and adhering to appropriate environmentat,
nurnanrights, animal welfare and ethical standards
and commitments 1s important in maintaining our
reputation as a responsible company

Oversight by Executive Committee ESG Committee

Marks and Spencer Group plec

MITICATING ACTWITIES

A £1bnundrawn, revolving credit faclity in place until
April 2023 and £674.4m of cash and cash equivalents

Measures implemented to manage cash and Liguidity at the
start of the pandemic continue ta be maintained, including

Increased scrutiny and challenge over expenditure such
as discretionary ang capital spend.

Dividend deferral.

Use of government support measures uke the lemporary
furlough of colleagues, business rates holiday and
deferral of Lax payments

Agreement to relax/waive covenant conditions for our
revolving credit facitity.

Close monitaring and stress testing of projected cashand
debt capacity, financial covenants and other rating metrics.

Maintained counterparty credit risk and limits in Line wath cur
risk appetite and treasury policy

Continued dialogue with the market and rating agencies.
Pansion fund assets fully of fset pension scheme liabilities

Key developments

tmplemented a robust three-year plan underpinned by
financial processes linked to strategic priorties.

Active debt management with the issue of a F300m bond
and partial tender of the December 2021 bond maturity,
Focus onworking capilal management {o continue to
improve cash flow and reduce reliance on bank facilities
Agreement received from the syndicate of lending banks Lo
extend the relaxation of covenant measures on the
revalving cred facility up to March 2022

MITIGATING ACTIVITIES

Established ethical audit programme, aligned with Sedex,
inciuding annual factory audits for manufacturers globally
Risk-based ethical assessment programme in Food across
all suppliers maintained.

Code of Conduct ahd Clebal Sourcing Principals in place,
shared with third parties and included in legal agreements
Product and raw matenat standards outlining
environmental considerations, such as deforestation.
Clothing Quality Charter and Environmental and Chemicat
Policy in place for all suppliers.

Madern slavery training rolled cut across relevant teams
Human Rights & Modern Slavery Policy shared with
International owned-business and franchise teams
Mandated use of the Sustainable Apparel Coaliticn's Higg
Facility Environmental Medule, that measures social and
envirgnmental impact s of factonies

Live and tested capabilities and protocols te respond
immediately to an incident

Key developments

Croup Plan A programme raset with ¢lear accountabilities
set for each area in our family of businesses to address
environmental and ethical standards in products,
packaging, greenhouse gas emissions and waste,

ESG Committee establishied.

Continued strengthening of our due diigence approaches
with the roll out of a Worker Voice programmee in the Food
business and piloting of transparency initiatives within
Clething and Home

Modern Slavery Intellgence Netwerk launched to alert
M&S Lo issues in the Food supply chain

Minimum standards for responsibility set for Clothing and
Home third-party brands.



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK DESCRIPTION

Technology and
digital capability

A failure to simplify and improve our core technology,
enhance cur digital capabilities and reduce our
dependency on legacy systems could limit our ability
to keep pace with market competition and customer
expectations, preventing successful transformation.

Context

- The diwtalworld continnes 1o evoleo at an Unrc[entmg
pace, Influencing consumer expectations and behaviours,
as well as placing increasing demands on our technology
and ways of working.

- Data underpins everything we do and we remain focused
on equipping colleagues with the right tools and
capabilities to drive effective decision-making.

- Asimplified operating model, applications and
architecture will support us in continuing to deliver
capability, flexibility and cost-efficiency improvements.

- Increasing the use of tools such as Al and machine
learning is fundamental to providing insights and a
differentiated service to our customers

Oversight by Executive Committee

(1315

Link to strategic prnorities

RISK DESCRIPTION

Business continuity
andresilience

Failures orresilience issues at key business locations,
such as at Castle Donington, our primary online
Clothing & Home distribution centre, could result in
significant business interruption. More broadly, an
inability to effectively respond to global events, such
as the pandemic or a supply chain disruption, wouid
also significantly impact business perfaormance.

Context

- Asour anline business grows, the scale of risk to our sales
and growth ambitians increases from a sustained period
offline and an inability to fulfit online orders due lo a
major incident at cur Castle Donington fulfilment centre

— Thelossof olher locations, such asthe dedicated warehouses
that store beers, wines & spirits and frozen goods in the UK,
or support facilities (ke for IT), could also impact us

- Qurdependency on major suppliers, service providers
and business partners means that significant incidents,
long-term resilience issues and recoverability for these
third parties would impact our own business

- Therisk stemming from the complexity and fragility of
global supply chains continues to be emphasised by the
pandemic—natably, theinitizl impact from China and in
turn from key sourcing locatiens Like Bangladesh and
India where we have a high supply dependency.

Oversight by Executive Committee, Crisis Management Team

Risk movement
69 No change
{[\D New risk

Strategic priorities

= for growth
(Q Reduced net risk exposure

{1’ increased net risk exposure A strong Food business positioned

MITICATING ACTIVITIES

An ormni-channel technology strategy, supported by
prioritised investment and aligned with Group and individual
business strategies

Quarterly beneflits tracking of key programrmes in line with
spend targets and value outcomes.

Furtherinvestment in technology and digitat innovation and
capabilities to enhance both customer and colleague
experience In store, Like supporting the 10x store plan
Improved IT infrastructure, including increased bandwidth.
Continued the shift to cloud-based technology
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Cngeing collaburalivnwilh our technology partners to
drive our Digital First ambition, e g TCS and Microsoft
Ongoing focus ontechnology risk, assurance maturity and
roll-out of a structured IT control methodology.

Key developments

New technology strategy and three-year investment plan
Lhat is aligned wilh business strategies and objectives.
Increased adoption of cur mabile app by existing and new
cuslomers providing access to valuable data.

Successful launch of our BEAM Data Academy with

digital learning programmes for all colleagues.

Increased persanalisation of cur end-to-end digital
customer experiences using In-house capability.
Transforming cur M&S Bank product and service offerings

lo create a digitally enabled shopping and payment
experience for customers

MITICATING ACTIVITIES

Adedicated and experienced Business Continuity (BC)
team with an established Group Crisis Managemenl process
Lhat continued to cperate throughout the pandemic.
Maintained updated BC plans for key activities across our
operations, including offices, warehouses and T sites in
response to changing government guidance

Croup Incident Management procedures in place,
including for critical third parties.

Risk-based BC assessments for stores, sourcing of{ices and
warehouses and validation of key supplier arrangements.
Insurance to cover remediation and business interruplion
Enhanced capabilities at Castle Donington to manage
technology Tailure.

Active engagement with the Retail BC Associationand
government-led forums.

MNational Counter Terrorism Informalion exchange member.

Key developments

Expanded fulliiment capabilities through "buy online ship
from store” (BOSS) and the use of other warehouses in our
network to meet online growth

Continued supporting suppliers through disruptions caused
by the pandemic and Brexit,

Colleagues globally continued to work from home without
the loss of any business-cnitical systems.

BC dashboard launched to shift our governance
programme 1o a live digital platform

E An omni-channel Clothing & Home business driven by are-shaped
product engine

A successful transition to M&S product Accelerated rotation of the Store Estate

on Ocade Retail and growing capacit R . . .\ .
9 g capacty International busihess focused on major partnerships and online
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED
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RISK

11
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RISK
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DESCRIPTION

Information security

Failure to adeguately prevent or respondtoa data
breach or cyber-attack could adversely impact cur
reputation, rasulting in significant fines, business
disruption, loss of information for our customers,
employees or business and/or loss of stakeholder
and customer confidence.

Context

- Theincreasing sophistication and frequency of cyber-
attacks in the retail industry and within supply chains
highlight an escalating information security threat

- Our reliance on several third parties hosting critical
services and holding M&S and customer data also means
weaknesses in their cyber and data controls may impact
us, and requires confinued assessment and oversight

~ The profile of information technology will change as we
develop our data and digital capabilities, expand anline
services, adopt cloud more widely, deliver ‘intelligent’
stores, and increase our reliance on insightful data

- Longer-term changes stemming from the pandernic
such as the increase in customers using e-Commerce,
the growing number of digital and maobile shopping
channels and changes in the patternof office/home
working, allimpact the overall nsk,

Cversight by Executive Committee

DESCRIPTION

Corporate compliance and
responsibility

Failure to deliver against our legal and regulatory
obligations, as well as responsibility commitments
would undermine our reputation as a responsible
retailer, may result in legal exposure or regulatory
sanctions, and could negatively impact our ability
to operate and/or remain relevant to our customers

Context

~ Theincreasingly broad and stringent legal and regulatory
framework for relailers creates pressure on business
performance and market sentiment requiring continual
improvements in how we operate to maintain compliance

- New and evolving regulalory requirements needing focus
and appropriate capabilities to comply with including
mandatory Task Force on Climate-related Financial
Disclosures ("TCFDT) recommendations, plastics recyeling
targets, new restrictions on the promation of faods high
infat, sugar and salt and the proposed EU Directive on
Corporate Due Biligence and Accountability that
envisages mandating due diligence of keyissues within
end-to-end business supply chains

- Non-compliance may result in fines, criminal prosecution
for M&S or colleagues, litigation, additional nvestment
to rectify breaches, disruption or cessation of business
activity, as well as impacting ouwr reputation

Oversight by Executive Committee, Fire, Health & Safety
Committee, Consumer Brand Protection Committee,
Bank and Services Compliance Monitoring Committee

Marks and Spencer Group ple

MITICATING ACTIVITIES

- Dedicated Information Security function, with multi-
disciplinary specialists, supported by a 24-hour Security
Operation Centre and mature Incident Management.

- Information Security Improvernent programme delivery,
aligned with our digital and data protection strategy

— information security obligations included in appropnate
third party contracts and a risk-based assurance
programme to monitor our exposure

- information security and data protection policies in place,
with a mandatory training programme for colleagues.

- Active detection of our threat environment, with continued
improvement in controls, policies and procedures.

- Embedded security throughout digital product lifecycle
and gperations maodel,

- Focused security assurance, security architecture and
security hygiene around significant change activities

- Network of Data Protection and Security Compliance
Managersin priority business areas.

Key developments

~ Priortised nvestment Lo improve our ability to detect and
respond Lo theincrease in breaches during the pandemic.

~ Completion of two independent cyber security reviews,
~ Formal review of security controls iminternational offices

~ Targetedinformation security and Cyber Resilience review
of kay suppliers,

MITIGATING ACTIVITIES

- Code of Conductin place and underpinned by policies and
procedures in core areas of regulation and responsibility,
including human rights, modern slavery, anti-bribery and
corruption, health and safety, food safety, national
minimum wage, equal pay, cyber, data security and privacy,
and financial services and consumer credit regulations

- Business-wide mandatory training programme for higher-risk
regulatory areas, tike health andg safety, anti-bribery and
corruption, data privacy, and information security

- Establishedin-house regulatory legal teamin place,
including specialist solicitors, which conducts horizon
scanning an key regulalory and legislative changes

- issueleaders embeddedinthe business Lo drive compliance
inkey risk areas, e.g CSCOP (Groceries Supply Code of
Practice)and ethical sourcing.

- Continued proactive engagement with regulators,
legislators, trade bodies and policy makers

- Mainlained monitaring and regulatary reparting
commitments on environmental and social Issues

- Continued operating auditing and monitonng systems.

- Customer feedback and public sentiment on regulatory
compliance is monitored, ncluding sociat media trends

Key developments

~ First cycle of reporting Code of Conduct compliance to the
Audit Commitiee

- Continued to manage compliance with evolving
government guidelines inrelation to Covid-19

- Established remote audit programmes for owned and
third-party operations during the lockdowns globally



OURAPPROACHTO ASSESSINGLONG-TERMVIABILITY

The UK Corporate Governance Code
requires us to issue a ‘viability staternent’
declaring whether we believe the Croup
cancontinue to operate and meet its
liabilities, taking into account its current
position and principal risks. The
overriding aim I1s to encourage directors
to focus onthe longer term and be more
actively involved in risk management
and internal controls. In assessing
viability, the Board considered a number
of key factors, including our business
mndel (see page 9), our strategy (sce
page 7), approach to risk management
(see page 47) and our principal risks and
uncertainties (see pages 48 to 56).

The Boardis required to assess the
Group's viability over a period greater than
12 months, and in keeping with the way
that the Board views the development of
our business over the long term, a period
of three yearsis considered appropriate
for business planning, measuring
performance and remunerating at a
senior level. Our assessment of viability
therefore continues to align with this
three-year outiook.

The Group continues to have to evolve,
particularly as there remains significant
political and economic uncertainty
resulting from the Covid-19 pandermic,
and customer behaviours are changing,
especially inretail. Inthe immediate
short term, we have taken, and will
continue to take, measures to protect
the health and safety of our customers
and our colleagues. Coupled with this,
there has alsc been disrupticn to supply
chains caused by the pandemic and
Brexit, but the Group has worked with
suppliers to ensure an effective response
and to minimise the impact.

The refinancing of the Croup's December
2021 maturity, along with the successful
negotiations in March 2021 to extend the
relaxation of covenant measures on the
revolving credit facility up toand
inctuding March 2022 mean that the
Croup has liquidity headroom of

over £15bn.

In assessing viability, the Board
considered the position presented inthe
Budget and Three-Year Plan, recently
approved by the Board. The process
adopted to prepare the financial model
for assessing the viability of the Group

involved collaborative input from
anumber of functions across the
business tc model a severe but
plausible downside scenaric. This
scenario was based on the potential
financialimpact from business
disruption as a consequence ¢f one,
or more, of the Croup’s principal risks
and uncertainties materialising and both
the specific risks associated with the
Covid-19 pandemic and the uncertain
high street trading environment.

This downside scenario assumes that:

- the Covid-19 pandemi¢ worsens
over the Winter months and the
Covernment mandates four months
of lockdown restrictions between
December 2021 and March 2022,
resulting in store closures and a 3%
decline in Food sales, Over this pericd,
arange of 10% - 20% declinein
Clothing & Home sales has been
modelled, as well as a10% declinein
International sales. These declines
have been set with reference to the
2020/ results;and,

- following the cessation of the
Coronavirus Job Retention Scheme
inthe UK, there will be a period of
economic recessionin the UK from
October 2021 that continues oninte
2022/23 and 2023/24, resultingina
decline in sales of between 1% - 5% per
annum, continuing for three years,
across both sides of the business.

Other scenarics linked to key principal
risks (such as a failure to execute our
business transformaticn, a failure te
prevent a food safety incident, and

the failure to prevent a data breach er
cyber-attack) were also considered.
However, the estimated financial
impact of these risks cumulatively was
comparable to the downside scenario
outlined above. Moregwver, the Ukelihood
of all these risks occurring concurrently
would be so rernote as to be considered
a‘black swan” event. As aresult,
separate, further detailed modelling
was not performed.

The impact of the downside scenario
has been reviewed against the Group’s
projected cash flow position and
financial covenant over the three-year
viability period. In the event of the

downside scenario materialising,
mitigating actions would be available,
including, but not limited to, areduction
in labour, marketing, technology and
head office costs, as well as deferring

or cancelling discretionary spend
(including discretionary benuses)

and reducing capital expenditure.

As aresult, even under this severe but
plausible downside scenario, the Group
would continue to have sufficient
liquidity headroom oniits existing
facilities and meet the measurement
criteria against the revolving credit
facility financial covenant. The Audit
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
statementin terms of the effectiveness
of theinternal control environment in
place to mitigate risk.

Reverse stress testing has also been
applied to the model, which represents
asignificant decline in sales compared
with the downside scenario. Such a
scenaro, and the sequence of events
which could lead to it, is considered to
be extremely remote. Whilst the
occurrence of one or more of the
principat risks has the potential to affect
future perfermance, none of them are
considered likely either individually or
collectively to give rise to atrading
deterioration of the magnitude indicated
by the reverse stress testing and to
threaten the viability of the Croup over
the three-year assessment period.

Having reviewed the current
performance, farecasts, debt servicing
requirements, total facilities and risks,
the Board has a reasonable expectation
that the Croup has adequate resources
to continue in operation, meets its
liabilities as they fall due, retain sufficient
available cash across all three years of
the assessment pericd and not breach
the covenant under the revolving

credit facility. The Board therefore has
areasonable expectation that the
Croup will remain commercially

viable over the three-year period of
assessment. The Viability Statement
can be found on page 81.

The Strategic Report, including pages 1to 57, was approved by a duly authorised Committee of the Board of Directors on

25 May 2021, and signed onits behalf by

Steve R@ief Executive

25 May 2021
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GOVERNANCE

CHAIRMAN'S

GOVERNANCE OVERVIEW

.6

The Board’s primary
objective has beento
navigate the business
through this time of

uncertainty.’,

Archie Norman, Chaitrman

58

Marks and Spencer Group plc

As've already noted in my Chairman's
tetter on pages 2 to 3, the events

of this past year have left a profound
mark on the business — changing how our
custorners choose to shop and the way
that we operate as a result, and having an

impact cnour ongoing strategic priorities.

The Board's primary obfective hias been
to navigate the business through this
time of uncertainty, ensuring that we
emerge in a strong position, having
continued to drive forward with our

strategy despite the persistent difficulties.

It has been essential for us to be highly
engaged, flexible with our time to support
and challenge senior leadership, and
committed to securing the financial
stability underpinning our recovery and
accelerated transfarmation into 2021 and
beyond. We, of course, continue to fulfil
our other core duties to oversee M&S's
culture, governance, financial controls,
riskand change management.

The Governance section that follows is
by intention concise, in keeping with our
approach in previous years. Further detail
onthe Board, its Committees and our
governance frarmework are available at
marksandspencer.com/thecompany.

CONDENSED GOVERNANCE

We noted last vear the significance of the
scale and pace with which the Board had
coordinated the Company's response to
the Covid-19 pandemic (detailed on pages
50 to 53 of our 2020 Annual Report).

That pace and agility has continued
through this year, with the Board joining
weaekly calls right up until March 2021,
tocollaborate with, support and guide
senior management.

Elsewhere inthe business, operating
processes and managernent forums
have been consolidated, and the
number of opportunities for discussion
have bean increased, to altow for
proactive engagement between the
Board and its Committees, the Executive
Committee and senior management.
Ultimately, this isimproving our
responsiveness and streamlining

our decision-making processes.

An outline of our governance framewark
and how these bodies interacted during
the year can be found on page 60. The
repaorts of the Audit, Nomination and
Remunreration Committees for 2020/21
are available on pages 77 to 83, 71t0 72,
and 84 to 105 respectively.

A BALANCED BOARD

We saw substantial change during the year
on our Board and executive team, Two new
non-executives, Sapna Sood and Tamara
Ingram, joined us last June, as did our new
Chief Financial Officer, Eoin Tonge. Alison
Brittain and Katie Bickerstaffe stepped
down from the Board at the 2020 AGM

last July, with Katie having joined our
Executive Committee as Chief Strategy
and Transformaticn Director. Richard Price
also joined the executive teamin July 2020
as Clothing & Home Managing Director.

In February 2021, Evelyn Bourke joined

our Board as a non-executive director,
while Pip McCrostie retired from the Board
it March. She left us with our very heartfelt
thanks for her candour, insight and
committed contribution to the Company.
We were saddened to hear that she passed
away after leaving the Board, and we offer
our condolences to her family.

More recently, we have welcormed Flona
Dawson as a non-executive director to the
Board, and look forward to warking with
her inthe years ahead.

With these considerable changes,

and noting that his tenureis approaching
nine years, we are pleased that Andy
Halford will be staying with us for an
additional year. Having reviewed and
established that Andy remains
independent, the Nominaticn Committee
agrees that his role as Senior Independent
Director is an important constant while
new Board members settle into their roles.

Full details of these Board and executive
changes, and our talent and succession
processes, can be found in the Nomination
Committee Report. Board and Executive
Committee biographies and our
assessment of the balance of skills

and experience on these bodies can

be found on pages 62 to 65.



Change has nat been imited to the Board
and senior lradership this year though.
The refreshed Executive Committee has
pricritised a review of talent, development
and succession throughout the business,
supported by the Nomination and
Remuneraticn Committees, and more
detail can be readin the respective
Committee reports.

Since the financial year end, the Executive
Committee has also realigned itself and its
member responsibilities. As announced

on 18 May 2021, Katie Bickerstaffe and
Stuart Machin have becorme Joint Chief
Operating Officers, adding additional
oversight and impetus to our core
businesses, while Foin Tongeis

now responsible for strategy and
transformation planning as part of his CFCG
remit. The overall compaosition and duties
of the Committee remainunchanged.

BOARD ACTIVITIES AND
CONSIDERATION OF STAKEHCLDERS

The Board's focus during the year

has been to accelerate the Company’s
pursuance cf its strategic priorities, while
managing the ongeing uncertainties
associated with Covid-19 and Brexit. In our
weekly calls, we have heard updates on
operating chaltenges and advised on
proposed measures to address them
urgently. In our formal monthly meetings,
we have been presented with "strategic
deep dives” by all areas of the business,
which we have then considered, debated
and challenged. All while being mindful of
the impact of any decisions made onthe
husiness’ various stakeholders and onits
long-term, sustainable success, inline
with Section 172(1) of the Companies Act
2006 {"s.17201)").

Qur colleagues in particular were
significantly impacted by cur decisions
this year. We placed thousands of
colleagues on furlough, rewarding

those continuing to work in stores with a
15% uplift in pay and those in our support
centres with an equity grant of 5% of salary
for the first lockdown period. There were,
of course, unfortunate job losses as a
result of cur organisational restructure,
but these were necessary toright-size the
business for a post-Covid world.

.
o{bgmeQM

Last year's AGM was the
Board's most engaging

and constructive yet

because we were able to
reach shareholders directly

intheir hormes.

An overview of the range of matters that
the Beard discussed and debaled sl its
meetings during the year can be found
on pages 66 to 67, with examples of

the Board's key decisions and s.172(1)
considerations on pages 68 to 69.

The Company's s.172(1) statement is
available on pages 34 to 36.

CREATION OF AN ESG COMMITTEE

Inthe latter part of the year, the Board
and Executive Committee’s attention
wasdrawn to the refresh of our Plan A
sustainability programme. In part
prompted by the events of the last year,
we have agreed that it s imperative to
ensure that Plan A s once again central
to our customer story, so that we can
continue to help our colieagues,
customers and communities lead happier,
healthier and more fulfilling lives.

The Board's Environmental, Social &
Covernance ("ESC") Sub-Committee

was established to assist the Board in
providing focus and oversight of the Plan
A programme, both inits reinvigoration
and its ongoing effectiveness. The report
of the ESC Committee for 2020/21 is
available on pages 73to 76.

DIVIDEND

Whilst a difficult decision, we continue to
agree, in tline with our approach last year,
that non-payment of a dividend is
apprepriate for the 2020/21 financial
year. This continues to be one of the
proactive steps we have taken to
strengthen our balance sheet and
maximise tiquidity for our recovery
beyond the pandemic

DICITAL AGM

We know our Annual Ceneral Meeting
("ACM") provides investors with avaluable
opportunity to communicate with us.

In recognition of this, and building on

the unprecedented success of last year's
meeting, we will be conducting this year’s
AGM digitally once again. In addition to
being able to vote and submit guestions
electronically in advance, all sharehoiders
will be able to join the meeting cnline to
hear from Steve and me, ask questions
and vote on our resolutions.

This year,we'll be joined by Kamal Ahmed
who will be acting as your shareholder
advocate, sharing your views and
guestioning me and the Board on your
behalf. If you would like us tc hear from
you directly, you also have the aption of
submitting a video question tc be played
to the Beard for response during the
meeting. | tock 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 207 tc 209.

COVERNANCE

Archie Norman, Chairman

UK CORPORATE
GOVERNANCE CODE

The UK Corporate Covernance Code
2018 (the “Code"}which is available

ta view on the Financial Reporting
Council’s website is the standard
against which we measured ourselves
in 2020/21,

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
principles set outinthe Code and how
governance operates at M&S have been
summarised throughout the Directors’
Report. Our full Corporate Governance
Statement outlining our compliance is
available on marksandspencer.com/
thecompany.
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LEADERSHIP AND OVERSIGHT

During 2020/21 and dealing with the evolution of the Covid-19 pandemic, our governance framework was significantly
compressed to increase our responsiveness to the changing situation and streamline our decision-making process.

With an increase inthe frequency of Board meetings and a rationalisation of the number of operating meetings and management
processes, the Board and its Committees, the Executive Committee and senior management were able to collaborate proactively,
consider issues and respond in the face of unprecedented uncertainty,

@ BOARD COMMITTEES

The Board 1s supported by its sub-
committees indischarging its dulies.
Following each Committee meeting the
Chairs of the Commiltees provide an update
on their activities at the next Board meeting.

Audit Committee © seep77-83

Responsible for monitoring the integrity
of the financial statements, reviewing the
Croup's framewaork of internal controls

and maintaining the auditor relationship

Remuneration Committee €Y see p84-105

Responsible for remuneration paticy,
perfarmance-lnked pay schermes and
share-based incentive plans.

e seep?1-72
Responsible for reviewing Board
composition and diversity, proposing new
Baoard appaintments and maonitaring the
Beard's succession needs

Nomination Committee

ESC Committee © scep73Te

Responsible for ensuring the Company's
ESC strategy remains fit for purpose and
that plans arein place andreported on.

Disclosure Committee

Responsible for determining the disclosure
treatment of material information and
dentifying inside information for the
purpose of maintaining the Company's
project{insider) lists.

Aswith the Board and ExCo, the Board's
sub-committees have adapted tothe
business need for mare responsive
decision-making, often meeting or
reviewing proposals cutside of its usual
meeting cycles.

@ SENIOR LEADERSHIP FORUMS

@ BOARD

The Board is responsible for establishing the
Company’s purpose, values and strategy,
promoting its culture, overseeing its
conduct and affairs, and for promoting the
success of the Company for Lhe benafit of
itsmembers and stakeholders. It discharges
some of its responsibilities directly and
others through its sub-committees

Termis of Reference for the Board and its
sub-committees are available in cur
Governance Frarmework, published on
marksandspencer.com/the company.

Execution of the slrategy and day-lo-day
managerent of the Company's businessis
delegated ta the ExCo, and subsequently
to senior leadership forums where relevant,
with the Board retaiming responsibility

for overseeing, guiding and holding
management to account

In addition to its monthly scheduled
meetings, this year the Board met and heard
from the ExCo and senior management

on aregular basis - sametimes weekly -
over the phone or by video call for faster,
maore efficient decision-making and
reactiveness With the UK government’s
roadmap out of lockdown under way and
progressing well, Lhe Board held its last
weekly board callon 25 March 2021

Governance
at M&S

EXECUTIVE
COMMITTEE

BOARD

COMMITTEES

SENICR
LEADERSHIP
FORUMS

@ EXECUTIVE COMMITTEE

The Executive Committee (“ExCa7)is Lthe
leadership team responsible for executing
strateqy, by managing, monitering and
providing executive Input to support the
Company’s strategic and operational
decisions, ensuring strong executive
alignment on business priorities and actions,
including business case investments.

The ExCo's authority is conferred on it

by the Group Delegation of Authority,

as approved by the Board

Consisting of the CEG, CFQ, Chief Cperating
Officers, and the Managing Directors of each
business unit, the ExCo reviews strategic
opportunities and initiatives from the iive
key businesses and Group centralised
functions, ensuring that these align with the
overarching sirategy as mandated by the
Board. In addition, and in support of the
Board's purpose, vatues and culture setting,
the ExCo s responsible for all colleague
matters, including the structureand
operation of the HR function throughout the
business, the development and monitoring
of culture and values, and reviewing talent
and leadership development and succession
plans below ExCo level. Post year-end, the
division of responsibilities within the ExCo
changed, as announced on 18 May 2021,
However, Lhe overall composition and duties
of the Commitlee remain unchanged.

Having been established as part of our
Never the Same Again programme, drawing
on learnings from the Covid-19 crisis and
capitalising on the opportunities, the ExCo
formerly the Operating Committee) has
remainad in constant contact, meeting as
and when required torespond quickly to
the changing situation. Initially on a weekly
basis, as the crisis has transitioned to being
the new normal and with the business set up
to succeed with new operating procedures,
this has moved to monthly meetings.

Underlying this more agile governance
feedback loop between the Board, its
sub-committees and the ExCo, Lthere are
forums comprising senior management that
suppart each of these governing bodies.

This year, as part of the Neverthe Same Again
programme and introduction of the ExCo, the
previous ‘Boards for each of the business units
have been removed in favour of more focused
‘Operating Review” meetings with streamtined
memberships Their mainremitis for
management, of key trading and operationat
matters, with decision-making delegated to
them by the Croup Delegation of Authonty
and underpinned by business unit Delegations
of Authority

60  Marksand SpencerGrouppic

Additicnal forums have been established and
disbanded throughout the year as part of our
more responsive governance framework,
with the intention of supporting specific
projects, business needs, or strategic
priorities, and meeting as and whert required.
Examples include:

Property Committee

For reviewing and approving
property investrments

Digital Board

For driving the Company's Digital First
agenda across the Group

Erand Forum

For reviewing use of the M&S brand, aswell as
considering use of third-party brands

Crisis Management Team

For determining and directing actions reguired
inresponse to crises Thisteam was especially
prominent during the first Covid-19 lockdown,
which we explored on pages 50 to 53 of our
2020 Annual Report The team has since been
demobilised until another crisis requires it
toreconvene

People Forum

Fordriving the People and Culture agenda
acrossthe Group

Compliance Monitoring Committee
Newty established to support the Audit
Committee's oversight of credit broking
activities within the Croup, as regulated by
the Financial Conduct Authority



GOVERNANCE

BOARD COMPOSITION
AND MEETING ATTENDANCE

BOARD MEETING ATTENDANCE AND DIRECTOR RESPONSIBILITIES IN 2020/21

During the year, the Board held 11 scheduled
meetings and an additional 12 Board calls in
response to the Covid-19 pandemic, for

which individual attendance is set oul below
Additienal unscheduled meetings were held as

and when required, typically on a weekly basis
throughout the year

Sufficient time 1s provided, periodically,
forthe Chairman to meet privately with the
Senicr Independent Direclor {*SIE"}and the

non-executive directors to discuss any
matters arising.

© For information anwhat the Board did

during the year, see p66-69.

Attended Max possible Linked to
CHAIRMAN Scheduled Addilional Scheduled Additional Independent Responsibilityin 2020/21 remuneration
Archie Norman® 1 12 n 12 Board governance and performance,

shareholder engagement.
* Considered independent onappointment
EXECUTIVE DIRECTORS
Chief Executive n 12 n 12 Strategy and Group performance ®
Steve Rowe u
Chief Financial Officer 9 2 9 2 Croup financial performance, investor relations and z
Eoin Tonge risk management 3
(appointed 8 June 2020) i
=
NON-EXECUTIVE DIRECTORS Role at Board meetings 8
Full Year independent non-executive directors assess, challenge and monitar the
Andrew Fisher n 12 n 12 ® executive directors delivery of strategy within the nsk and governance
Ardv Hatiord n T n D 3 structure agreed by the Board
n ri
%I ET @ As Board Committee members, directors also review the integnty of
Justin King n 12 n 12 ] the Company's financial information, consider ESG issues, recommend
Retired in 2020/21 apprapriate succession plans, monitor Board diversity and set the
. . directors’ t

Katie BickerstalTe 3 g+ 3 10 © rectars remuneration
Alison Britiain 3 G 3 10 (/]
Pip McCrostie n 12 n 12 [/}
Appeinted in 2020/21
Sapna Sood 9 3] 9 6 (/]
Tarmara lngram 9 6 9 3] [ ]
Evelyn Bourke 2 2 - (]

* Unable to attend one meeting due to other business commitments.

STANDING ATTENDEES

Responsibility

Nick Folland - n 12 n 12 Advising the Board on all legal and corporate governance issdes, including
General Counsel and sustainahility and Plan A
Company Secretary
David Surdeau - 3 1C 3 10 Led the Finance function and attended Board meetings inlinc with the
Interim Chief responsibilities of the Interim CFO
Finance Officer’
* ResignedJune 2020
ATTENDED BY INVITATION Role at Board meetings
Sacha Berendji 9 The ExCo comprises the Company's senior leadership team below Board level
Katie Bickerstaffe’ 3 and s tasked with running the day-to day operations of the business and

_ facilitating delivery of the strategy as approved by the Board Members of the
Paul Friston 4 ExCo attend Board meetings by invitation to present and discuss matters of
Stuart Machin 8 strategicimportance.
Richard Price P Direct Reports to ExCamembers alsc attend Beard meetings by invitation as

andwhen inputis regurred on their speofic areas of expertise

* Became Chief Strategy and Transformation Director (post year-end, Chief Operating Qfficer), and stepoped down fram the Board in July 2020
Note Thetables above provide details of scheduled meetings held inthe 2020/2) [inancial year and additional Beard calls inresponse to the Covid-19 pandemic

Manitaring non-executive director independence
The Board reviews the mdependence of its
non-executive directors as part of its annual Board
Effectivencss Review. The non- executive directors
also meet annually, led by the SID, to conduct the
Chairman's appraisal The results of the meecting
arethen fed back tothe Chairman by the SID

The Chairman was considered to be independent on
appointment and 15 committed to ensuring that the
Beard comprises a majonty of independent

non execuhive directors who objectively challenge
management, balanced against the need to ensure
continuity on the Board

The Company maintains clear records of the terms of

service of the Chairman and non -executive directors
to ensure that they continue to meet the

requirements of the UK Carparate Governance Code.

Nerther 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 our longest serving non-executive director,
Andy Halfard, having served on the Board since
January Z013.

As such, the Board considers that all of its
non-executive directors continue to
demanstrate independence

° For information on the skills and experience
of each director, see p62-pé4. For more
information on director tenure see p72.
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OUR BOARD

Archie Norman @ (& SteveRowe Eoin Tonge

Chairman Chief Executive Chief Financial Officer
Appointed: September 2017 Appointed: April 2016 Appointed: June 2020
Career and external Career and external Career and external

appointments: Archigis an
experienced Chairman and farmer
Chief Executive having led major
transformation programmes at
ITV, Lazard, Asda, Energisang
Hobbycraft He was previously
Deputy Chairman of Coles Limited,
and was the Lead Directoratthe
Department for Business, Energy &
{ndustrial Strategy frem 201610
2020. Archieis also the Chairman
of Signal Aland Non-Execulive
Vice Chairman of Clobal Counsel

Andrew Fisher OBE
Independent
Non-Executive Director

- O

appointments: Steve joined M&S
N 1989 and worked in senior roles
across all areas of the business
prior to his appaointmertt as CEO,
including Director of Heme,
Direclor of Retall, Director of
Retall and E-commerce, Executive
Director, Food, and Executive
Direclor, General Merchandise
Steve is Chair of the Business in
the Community (BITC') Place
Leadership Team. In addition, he
sits on the Board of the Consumer
Coods Forum, which brings
together leaders from global
relailers and manufacturers

Justin King CBE
Independent
Non-Executive Director

®

appointments: Eoin joined the
business from Greencore, where
he had been CFO since 2016.

At CGreencore, he oversaw the
divestment of their US operations,
strengthening the company’s
balance sheet, returning capital
Lo shareholders and simplifying
the business Pricrtothathe
was MD of Creencore’s Grocery
business and alsc worked in a
variety of roles across strategy,
finance, treasury and capital
markets at Greencore and
previously Coldman Sachs.

Sapna Sood
Independent
Non-Executive Director

o®

Andy Halford
Senior Independent
Non-Executive Director

L 20

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 CFO positions
held in glabal 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.

Tamara Ingram OBE @) (=)
Independent

Non-Executive Director

Appointed: December 2015

Appointed: January 2019

Appointed: June 2020

Appointed: June 2020

Career and external
appointments: Andrew was
instrumental in establishing
mobile Lfestyle app Shazam,
where he was Executive Chairman
untilOctober 2018, as a leading
mobile consumer brand, Andrew
brings over 20 years' experence
leading and growing numeroys
technolegy-focused enterprises,
and is currently Chair of
Rightmove PLC

@ rullbiographical details of
each director are available
oh marksandspencer.com/
thecompany.

© Abreakdown of the Board's
key skills and experience can
be found on p64-65.
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Career and external
appointments: Justin was Vice
Chairman of Terra Firma until
May 2021, acting as adviser to the
Ceneral Partner Between 2004
and 2014, he was the CEO of
Sainsbury’s, leading the business
through a major transformation
He has also previously held senior
positions at M&S as Head of Food,
as well as Asda, Haagen-Dazs,
PepsiCo and Mars.

@ Please see p60-61
for more detail on the
Board and Committee
governance structure,
and meeting attendance.

Career and external
appointments: Sapnawas, until
recently, a senjor executive at
Compass Group, as the Group
Director for International Clients
and Markel Development
business. She hasin-depth
knowledge of running complex
supply ¢chains, ncluding in food
and clothing, as well as experience
of leading large transformation
programmes She has held leading
operational roles in the bullding
rateriats and industrial gas
sectors in Eurgpe and Asia Pacific,
latterly as CEQ and President of
LafargeHoelcimin the Philippines
Sapnawas also a non-executive
director at Kering from 2016

to 2020

Career and external
appointments: Tamara hasa
longstanding leadership careerin
advertising, marketing and gdigitat
communications, having held
leadership roles at WPP since 2002
Prior to Lhis, she worked at Saatchi
& Saatchiwhere she held the roles
of CEG and Chair Tamara

has led renowned marketing
campaigns for househaold brands
araund the world and delivered
cultural and business
transformation at pace within

her own businesses as well as

on behalf of clients Sheisa
non-executive director of Marsh
McLennan and Intertek Group,
and a Trustee of Save the Children



Committees key Role status

@ Audit @ Nomination . Committee Chair D Newly appointed

@ ESC ® Remuneration . Fxecutive D Qutgeoing

Evelyn Bourke (&) () FionaDawsonCBE (W) || Pip McCrostie Nick Foltand

Independent Independent Independent Non-Executive General Counsel and
Non-Executive Director Non-Executive Director Directer (outgoing) Company Secretary

{newly appointed, (newly appointed) Appointed: July 2018 Appointed: February 2019
Appointed: February 2021 Appainted: May 2021 Retired: March 2021 Career and external

Career and external Career and external Career and external appointments: Nick has extensive

appointments: Evelyn retired from
her role as CEQ of Bupa Croup in
December 2020 where she led
transformative change during her
nearly 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 CFG and
in leadership roles at Standard Life,
Friends Provident and the Bank

of Ireland, where sheis currently a
non-executive director. Evelyn s
also anan-execulive direclor of
Admiral PLC and will join AJ Bell
PLC on1July 2021

appointments: Fionais part of the
Mars, Inc. Leadership Team, where
she rose from the Craduate Trainee
scheme to one of Lhe top roles in
the cormnpany. Her leadership roles
have included President of Clobal
Retail and Mars Chocelate UK and
European Marketing Vice
President. Fiona also has a strong
track record in sustainability,
health and wellbeing, particularly
wemen's entrepreneurship and
human rights. She was recently
awarded a CBE for services to
women and the economy.

appointments: Fip was a member
of Ernst and Young's Clobal
Executive Board from 2008
untilher retirement in 2016

ALEY she gained extensive
financial experience and led and
transformed the Glokal Corporate
Finance business. She was founder
and co-founder respectively of the
Global Transaction Tax Network
and UK Transaction Tax Group

and a non-executive director of
Inmarsat from 2016 to 2019

Pip retired from the Board in
March 2021 with our heartfelt
thanks. We were saddened to hear
that she passed away after leaving
the Board, and we of fer cur
condolences to her family

legal and governance experience,
having been General Counsel and
Company Secretary in FTSE 100
businesses since 2001 More
recently, he has beld positians

as Chief Executive of the Crown
Prosecution Service and Chief
External Affairs Officer and Chief
of Staff to the CEC of the Co-op.

OUR EXECUTIVE COMMITTEE

The Executive Committee [eads the operational and day-to-day management of the Groupin line with the strategy set by the Board.
The Committee reflects the Company's businesses model, comprising the managing director of each business unit aleng with the joint

COQOs the CEQ and CFO.

Katie Bickerstaffe Stuart Machin
Chief Operating Officer  Chief Operating Officer
Career surmary: Katie Career summary: Stuarl

joined as Chief Strategy
and Transformation
Director on 27 April 2020,
having previcusly spent
two years on the M&S
Board as a non-executive
director Katie s currently a
non-execulive director of
Barratt Developments PLC
and the Englandand
Wales Cricket Board.

She has also been Chief
Execulive, UK and Ireland
of Dixons Carphone pic,
with extensive experience
of retail and operations
and leading consumer-
focused businesses.

On 18 May 2021, Katie
became joint Chief
Operating Officer.

Joined M&S as Managing
Directer of Food on

30 April 2018 with nearly
30 years experience inthe
food, fashionandhome
retall sector Along with
Steve Rowe and Eoin
Tonge, Stuartis also a
Director of Gcado Retail
Ltd. Stuart has held
senior operational and
commercialrolesin

UK retailers Sainsbury's,
Tesco and ASDA and
more recently spent 10
years In Australia werking
in'Wesfarmers as COO
and CEC of Colesand
Target respectively.

On 18 May 2021, Stuart
becamejont Chief
Operating Officer.

Richard Price
Clothing & Horne
Managing Directer

Career summary; Richard
Joined M&S on 7 July 2020
as Clothing & Home
Managing Director Priorto
this, Richard spent three
years as Managing Director
of BHS bhefore becoming
CEO of F&F Clothing at
Tescoin 2015 From 2005
to 2012, Richard was

Head of Merchandise and
Menswear Trading Director
at M&S_Earlier in his career
he spent 15 years at Next in
arange of merchandising
roles Richard's career
demanstrates his proven
track record of delivering
growth through stylish,
great value product.

Paul Friston
International Director

Career summary: Paul
began his M&S career
onthe Finance graduate
programmein 1996 and
qualified as a management
accountant n 2000

He held avariety of roles
during his time at M&S,
including Intenim CFO
and Execulive Assistant to
former CEC, Marc Bolland.
Paul was appointed to his
current pasition in May
2016 and ecame Chair of
the M&S Inclusion Croup
inApril 2018,

Sacha Berendji
Group Property,
Stere Development
and IT Director

Career surmmary: Sacha
joined M&S5in 1994 through
the graduate programme
He undertook varicus
appointments, including
Ceneral Manager of Marble
Arch Store, Reglonal
Manager for London, Head
of Property Planning &
Store Development,
Executive Assistant to the
Chief Executive, and
Director of Merchandising.
Sacha took up his position
as Relail, Operations and
Property Director in
November 2012, before
moving to his current
positionin May 2021
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GOVERNANCE

BALANCED LEADERSHIP

BOARD

Improving trend line

Events int the last year have refocused public consciousness on
diversity. and M&S has een no exception Inline with the acceleration Gender
of the transformation and our Board diversity policy (the “Policy™,

we have faken further steps to deliver our ongoing diversity ambitions.
There have beena number of changes to our Board during the year
and up ta the publication of this report, including the appointment of

Non-
Executive

‘ Board

appcintments|
since April
20207

Director
tenure’

identity’

four non-executive directors, In additionto the diverse wealth of skills @ Fermale {40%) ® 0-2 years (62.5%) ® Fernale (80%)
and experience they bring, our newest Board members contribute to ® Male (650%) ® 3-5years (25%) ® Male (20%)
the improving trend Line in gender and ethnic diversity, which are two ® 6-8ysars (12 5%)

key objectives of the Policy.
* Asat 25 May 2021

Strategic alignment: Never the Same Again

The refreshed Board skills and experience matrix demonstrates three sustainability and technology. Thirdly, and crucially, M&S strongly
key points and eliels. Firstly, our Never the Same Again priorities have  believes that improving gender and ethnic diversity inour leadership

been a critical consideration in the composition of the Board and its 1snot only the right thing te de, butis invaluable to the success of
Committees, making our leadership more equipped Lhan ever before our business The correlation between improving diversity and the
to drive our strategy Secondly, the matrix highlights key development simultanecus improvements In stralegically considered competencies
areas for consideration in our continued succession planning, such as attests to the benefits of our Policy
Skills and - _
experience B : “§ H}: m: By nég II?T llg - E§§ me |z
o . = ) 53 I~ > B By &
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1 o o, 3 & a3 S 5 =
B i ;s |HZ BS B B° H: B:S Bz B: B
5 8 5 ] S |Hes m: &2 |Hl:s 5 Wiz
o w - = - © QO [
2 3 3 2 (| 3 H: ar 1 W 53
5 3 % o 2 Bl gH
m [ =3 Q g2 =3
= 5 = g < g
2 @3 E
Archie Norman ® [ ] ® ® ® [ 4 [ ] ®
Andrew Fisher L] [ ] [ ] ® ® [ ]
Andy Halford ® L] L ] [ ]
Tamaralngram L J [ ] ® [ 2 [ ]
Justin King ® L4 L [ ]
SapnaSood L [ ] ® L ] [ ]
Steve Rowe [ LJ @ ® L L ] ® L ® [ ]
Eoin Tonge ® ® [ [ 3 [ * ® [
Evelyrn Bourke o] o [o] Q o]
Fiona Dawson o O ¢} o] O o
Pip McCrostie o] Q (] &)
MNick Folland ® L] L ] L ] L o

Q Newlyapoonted Q Gutgoing @ Ceneral Counsel 8 Company Secretary

Never the Same Again priorities:

Il Faster Food growth with Ocado Retail
B Capture value in Food supply chain
n Simplify range and value in C&H

H Turbocharge growth at M&S com

B siore estate for the new world
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BOARD CONTINUED

Targets met, ambition to surpass

Last year, we met the target set
cutinthe Hampton-Alexander
Review, ensuring at least 33%
of Board members identified
asfemale This year, new
appointments focused onthis
areaand rernained compliant

which we were proud to achieve
with the appointment of Sapna
Saod inJune 2020 Inaddition,
the independence and tenure of
our directors strikes a considered
balance, ensuring stability while
meesting the guidance set out in

Hampton-Alexander Review

Parker Review

Target |

Target L°— 7" ]

ves I

Target 33% female Board

Mzs S

Target One Board member froman

cthnic rmority background by 2021

UK Corporate Governance Code 2018

throughout, surpassing the
target towards the end of the
year We also voiced our ambition
last year, inlinewith the Parker
Review, to appoint at least one
Board member from an ethnic
minority background by 2021,

the Code. However, meeting
these external largetsisa
milestone and not anend
destination, and we remaAin
mindfui and commuitted to
driving progress.

Target [

not exceeding nine years

EXECUTIVE COMMITTEE

Mas I

Target Nan-execulive director tenure

Wider leadership

While formal targets have focused on the Board, cur ambition

ta slrengthen diversity extends throughout senior leadership

We recognise that there is significant work to do in this area, and
believe that the talent pipeline and succession planning are key.
For that reason, we have highlighted the gender balance of direct
reports to the Executive Committee, for which more information

can be found on page 27.

ExCo

gender
dentity”

® Female (14%)
® Male (86%)

" Asatz25May 2021

ExCodirect
repaorts
gender
identity”

® Femate (44%)
& Malo IRA%WY

Please seep27 and p&2-63 for more detail
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Steve Rowe ® [ ] [ ] ® [ ] L ] L ] [ ] [ ] ®
EoinTonge ® e [ ] [ ] e L ] ® [ ] [ ]
Katie Bickerstaffe ® [ ] [ ] ® ® L ] ® L
Paul Friston L ] ® [ [ ] [ ]
Sacha Berendji L L [ J [ ] [ ] ® L ®
Stuart Machin ® [ o [ ] [ ] [ | 4 [ ] L
Richard Price ® ® ® [ ®

OUR COMMITMENT

GOVERNANCE

Our objective of driving the benefits of a
diverse board, senior managerment team

and wider workforce is underpinned by

the Policy, which can be viewed an our
corporate wetssite at marksandspencer.com/
thecompany.

In addition to the above mentioned
cammitments to promote gender diversity,
ethnic diversity and succession planning,
the Palicy covers other inclusioninitiatives
Laking place within the Company which are
sponsored and endorsed by the Board.
During the year, these have included:

— Employee-led networks on gender,
ethnicity (BAME), sexual orientation
{LCBTQ+), and disabilities and
health conditions.

— Continued involverment in the 30% Club,
an organisation committed to increasing
female representation on UK boards
through developing our junior leaders.

— The Marks & Start programme, which
continues tc supporl young people, the
homeless, lone parents and those with
disabilities in finding work at M&S,

— Continued active involvernent in key
campaigns including LGBTQ+ Pride
celebrations, International Women's Day,
Black History Month, Nationat Inclusion
Week, Mental Health Awareness Week
and World International Day of Disability,
raising awareness and our profile as an
inclusive place to work,

— Launched mandatory Inclusicn and
Diversity training on our Learning Hub
and updated our line manager guide for
gender identity to make sure it follows
the tatest terminology.

-~ Added our first LGBTQ+ charity
parlnership to Sparks for our customers
and colleagues to support AKT, a charity
supporting LGBTG+ young people
aged 16-25 in Lhe UK who are facing or
experiencing homelessness or Living
in a hostile environment
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BOARD ACTIVITIES

WHAT WAS ON THE BOARD'S AGENDA IN 2020/21?

Board meetings are animportant mechanism

by which the directors discharge their duties,

including under Section172(1) of the

Companies Act 2006.

€ For more information, see p34-36 for our
Section 172(1) statement and p68-69 for
decision case studies unpacking the
Board's Section 17 2{1} considerations.

Key to
stakeholder
groups:

Key to the — Faster Food
Never the Same 1 growth with
Again priorities: Ocado retail

Board meetings are also an important platform
forthe Board to debate robustly and challenge
management on elements of the Company’s
perfarmance, specific projects or areas of
strategic significance.

Capture Simplify
2 value in Food 3 range and
supply chain value in C&H

Meeting agendas, agreed in advance by the
Chatrman, CEC and Company Secretary,
combine a balance of regular standing items,
such as reports on current trading and financial
perfermance, with one or two detatled “deep
dives” These pages give an overview of the
main topics on the Board's agenda throughout
the year.

@ Shareholders Colleagues @ Suppliers Customers @ Communities @ Partners

Turbocharge Store estate
growth at 5 for the
M&S com new world

STRATEGY Never the Same Hguin AND TRANSFORMATION

Updates onthe progress of the transformation
programme were provided at each meeting,
supplemented by deep dives presented by
the relevant business areas These updates
enabled the Board to monitor and drive the
transformation programme forwards, while
also providing guidance and challenge

where needed. At the start of the year our
transformation programme was already under
way with improvernents in all core areas

covip-19 90009 e

of the business. Covid-19 and Brexil, Lwo major
uncertainties, brecught new chalienges but
added further pace and acceleration to our
transformatian Inresponse, we crealed aur
five priorities under the Never the Same Again
(“NTSA") programme, as announced at our
half-year results All of the Board's strategic
discussions have been principally focused on
the NTSA priorities, while being contextualised
and shaped by these two major

uncertainties To drive change and navigate
these additional uncertainties, the Board has
continued to hold unscheduled calls as
reguired, often on a weekly basis,
supplementary to scheduled meetings
during 2020/21.

© Read more about the Board's condensed
governance cadence an p60.

@ For more information on our strategic
priorities, see p7,

BREXIT 9@+ 0@

The Board has continued to reflect on, and direct the Company's
response to, the ongoing impacts on the business resuiting from the
Covid-19 pandemic. Ineach of its strategic discussions, it has
considered how best to manage the uncertainties associated with
Covid-19 {and therefore this has not been repeated in the Strategic
Deep Dives section below). Most notably, the Board has discussed
during the year the importance of improving and accelerating the
shift to online In the C&H business, especially during various
lockdowns in the UK and internationatly when non-essential retail
has been closed; the urgency in future-procfing the UK store estate,
increasing our Food presence in popular retail parks and out of town
locations for more spacious and convenient “weekly sheps™; and,
ensuring the success of the Ocado partnership amid increasing online

demand. [ EHAER

As with Covid-19, Brexit preparedness and its polenlial impact

has been continually discussed across all strategic areas The
negotiations with the EU were monitored closely, but the Board and
management’s focus has remained resolutely commitlted to
mitigating the impact and ensuring that the businesses remained
focused on providing the best possible service to customers The
Board has considered in detail throughout the vear the potential
financialimpact on profits of the various scenarios of teaving the EU
with or without atrade agreement; post-deal, the need to reshape
our supply chain and overcome the logistical difficulties of sending
product from the UK, specifically to the island of Ireland; and finally,
coming toterms with the new operating model for the International
business, due tothe increase in tariffs and administrative burden

Brexit caused. [ HEH

STRATEGIC DEEP DIVES

At each meeting, the Board discussed strategically significant matters in greater depth ta evaluate progress, provide insight and,
where necessary, test, challenge and decide on appropriate action. These included:

Clothing &Home 000 @

- Discussed the C&H proposition, brand frameworic
and suppiy chain, menitoring and challenging
against agreed transformation milestones

— Debated investment and development in areas
such as product and designto drive the C&H
strategy, with particular regard to sustaimable

change and future-procting -nn
Third-party brands @ 900 @

- Cuided and supported management to develop
the appreach to third-party brands and debated
the criteria brands would need to meet inorder to
be considered for investment, mghlighting
the importance of the customer lens and
Plan Aalignment
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— Considered the mernts of acquistion,
collaboration, consignment and

wholesale models [EJINIE
Food 9 O006

- Discussed changing customer behaviour and
ourresponses to it, covenng product range and
packaging, store layout, and plans for the
hospitality business

— Monitored activities relating to the modernisation
of the end-to-end supply chain including the
roll-out of Vangarde Drscussing the need for
continuous imprevement throughout the network
and the partnership model for the Food business

Ocado 900

— {Challenged and supported management’s
coperational and marketing plans for the
Septermber 2020 tauwnch and subsequently
evaluated the success of the transition

- Discussed Ocado's trading performance and
ptans todevelop the joint venture relationship
with an absolute focus on the custormer and

drvinggrowth [ENERE



STRATEGICDEEP DIVES CONTINUED

Bank & Services @@

— Provided feedback onthe updated commercial
framework and strategy for M&S Services and
discussed how this would support driving the
Croup's strategic priornities, including customer
proposition, plans for growth and partner
retationships | I

Property @ 9009

Reviewed plans and received updates on
cost-saving Initiatives, leases and rent
arrangements, Offering guidancecon
negetiations with landlords and challenging
management to bring difficult questions for
the Board's consideration.

— Tockanactiverolein shaping the Company's
response on busimess rates and the store closure
andrenewal programmes

ORGANISATION CULTURE AND BUSINESS INVOLVEMENT GROUP('BIG’)

Digital & Data 9 90 @®

— Endorsed the MS2 concept te develop digital
talentin C&H, providing insight and guidance on
the critical success factors, and encouraging the
ExCoto proactively oversce the process

— Monitored transformation progress on M&S com
customer expenence, personalisation and growth,
and on plans to integrate digital capabilities and

newtechnology instores. | E1IE

Sustainability and Plan A @ 9900 @

— Dehatedanewapproachte Plan Aand agreed to
modernise the framework of principles, closely
aligrung this with the Company's strategy and
stakcholder prioritics, and embedded mare
strongly into the M&S brand The ESC Committee
was formed to support this, acknowledging
growing stakcholder interest inthe topic

Sparks @ 0@

— Evaluatedthe successofthe Sparksrelaunch and
discussed ambitions ta integrate Sparks more
decply throughout the business, driving further
growth through the loyalty offer.

— Discussedthe merits of various Sparks initiatives
aimed at improving the custormer offer and
layalty, through non-financial rewards including
Sparks Live and Supersize Sparks nn

International @ G000

— Aqgainst a backdrop of uncertainties across owned
and franchise markets, reviewed progressin the
International transformation programme.

— Focused management on understanding the
urgency of growing online, culminatingin the
online launch in 46 new countries, increasing
agility In the supply chain, and modernising the

store portfelic B EERE

- Focused ontrading and aperating safely, as well
as rewarding colleagues continuing to work during
the first lockdown, with store colleagues given a
one-off 15% pay increase for the pericd and
support centre colicagues given a one-off share
award amounting to 5% of salary for the period.

- The Board felt strongly that colleagues placed
on furlough should not expenence a decline
hetween theirordinary pay and the government
grant, and therefore agreed to fund the difference
to ensure that colleagues received 100% of pay.
This informed later Remuneration Comenittee
discussions and approval for paying the national
Living wage to all colleagues, effective from
June 202}

— Dehated organisatienal restructuring in Retail &
Property and C&H, considering the terms and

CHIEFEXECUTIVE OFFICER UPDATE

Impact on the business over the long term and the
Impact on and views of stakeholders. chiefly
colleague views. A voluntary redundancy
programme wasregretfully agreed upon

A consultation was communicated and managed
via BIG that culminated in 7,000 voluntary
redundancies.

- Inaddition to the annual standing invite to
three Board meetings and one Remuneration
Committee meeting, the Chair of National BIG was
invited to make use of attending in full and seeing
all papersin crder te provide colleague insight and
sentiment in focused BIG deep dives, and toinput
on agenda items throughout Board meetings.

— The Board gave thanks to the outgoing BIG Chair,
and welcomned the newly elected Chairtoits
meeting in December 2020.

— Discussedtalent and performance reviews
tzking place across the business Non-executive
directors offered insights to management from
their external experience on successful methods
fordriving a high-performance culture and an
engaged and motivated workforce

— Encouraged development and improved
commumication of M&S's culture and character
as an employer, to attract the flexible and
entreprencunal talent required to execute the
digital agenda.

GOVERNANCE

- Discussed inclusion and diversity initiatives taking
place throughout the year, such as National
Inclusion Week activity, new support and
e-learning for line managers on inclusion, and
the launch of the Culture & Heritage network

CHIEF FINANCIAL OFFICER UPDATE

The CEQ's monthly presentation to the Board focuses on operational activities
of strategic significance across the business. In additlon to deep diveiterns,
transformation updates and People matters covered elsewhere, the Board
discussed trading in cach business unit, including sales trends, supply base
performance, regional activity and performance agalnst competitors Insight
was also provided on events throughout the year such as brand launches,

scasonal trading at Christras and Easter, and Black History Month.

GOVERNANCE

FMinancial updates, provided by the CFO, are considered by the Board at every
mecting and cover monthly sales performance, profit, cash flow, cost base,
capital expenditure, and cutlock for the year The CFO updates duning the year
also included discussion on “key cvent” items, such as budget setting, dividend
decisions, share price movements, measures to secure liguidity, feedback from
ihvestors and changes in the finance leadership team

PRINCIPAL COMMITTEES

The Board and Committee calendaris arranged by
the General Counsel & Company Secretary in
corpunction with the Chairman to ensdre the agility of
inforrmation flow and decision- making. The principal
Committoes usually mect within the week before

the Board to provide thelatest updates and
recommendations farapproval at each Board
meeting, with the following discussed by the Board
nrespect of the principat Committees

Audit Committee

- Agreed the proposed Croup-level principal
risks and the appropriate treatment and
mitigating activities.

— Discussed, agreed and made planste
cormmunicate and disclose the Croup'srisk
appetite and tolerance, and evaluated the risk
profile at regularintervais against this.

— Reviewedhaif year, Q3 and full year results,
including exceptional items and the audit
trmetable and plans of the external auditor.

— Evaluated internal Audit activity, and approved
plans to appropriately reflect Covid-19 impacts.

Remuneration Committee

- Reviewed updates on semior leadershp objectives,

targets and remuneration, including how these
would be communicated to key stakehaolders

— Duscussed remuneration activities relating to
Covid-19, including furlough, store colleague pay
upliftand the %% sharc award.

Nomination Committee

- Approvedrecommendations to appoint four
new non-executive directors and reviewed
updates oninductions.

ESG Committee

- Discussed the need for, and approval of, the
formation of the ESC Committee, announcedin
Cecember 2020.

~ Considered the development of the Plan A
programme refresh

— Recewed updates on the ESG communications
framework and approved recommendations for
ESC-related disclosures within the annual report,
including preparations for adopting the Task
Force on Climate-related Financiat Disclosures
{"TCFD"}recommendations,

— Invited the Board to attend external speaker
sessions to develop insights on ESCissues.

OTHER GOVERNANCE

The General Counsel & Company Sccretary provides a
legal and governance update at every Board meeting,
covering ongoing litigation, confidential project
status updates and closed periods, share register
analysis, shareholder insight and prierities, delegation
of authonty updates, and updates to related parties
and potential conflicts of Interest

Building on the success of hybrid meetings in
previous years, the Board took the decision against
the Covid-19 backdrop to run an ostensibly digital
Annual Ceneral Mesting {'AGM™)in 2020, seeing
participation treble and all resolutions passed, with
votes ranging from 90 89% ta 99 97% in favour,

Board impact

- Discussed insights and development plans from
the external evaluator, including one-to-one
mentor parring between nen-executive directors
and ExCo members.
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BOARD ACTIVITIES CONTINUED

KEY BOARD DECISIONS
& S172(1) CONSIDERATIONS

In addition to the considerations, debates and decisions outlined already, the Board made some crucial decisions during the year,
promoting our purpose, strategy and long-term sustainability. All Board decisions, whether iterative and complex, orimmediate
and straightforward, are made having considered the matters set out in Section 172(1) of the Companies Act 2006,

and here we analyse some of these decisions and considerations in detail.

Covid-19 working & colleague redundancies

There has not been a stakeholder who has been unaffected by this global pandemic,
both directly and indirectly. We detailed the Company’s initial response to the crisisin

last year's report {pages 50 to 53 of the 2019/20 Annual Report), and the Board continued
to make decisions throughaut this year to ensure that the business not only dealt with a
prolonged pandemic but also prepared itself to emerge into a changed worldin a very
different, Never the Same Again, shape.

Stakeholder considerations

Despite customs embargoes or
changes in our buying volumes,
our suppliers have responded
dynamically and rcbustly to
supporl the pivol inte categories
and products that our customers
have required cver the past 12
months The Board has therefore
striven to support suppliers, and
balance their often conflicting
interests. When the Clothing &
Home ("C&H") business
anticipated being severely
constrained during lackdown,
the Board needed to act to secure
the Company’s liguidity for the
Likely duration of the crisis, and its
options to do soincluded
armending our supplier payment
terms, In considering the impact
that this would have onthem,
the Board resclved to ask our
larger supptiers to accept less
favourable payment terms, to
help offset the cost of providing
improved financial terms to our
smaller supplierswhorely on
prompt payment 1o remain
economically viable inexchange,
the Beard committedto
standing by our larger, long-term
supphiers, pledging that no
fabric would go to waste and all
orders placed before halting
production would be paid for

on normal terms.

Qur category mix has had to
adapt tc customer demands
duning Covid-18, pivoting away
from formalwear and schoolwear
towards loungewear and home
accessories This trend has been
compounded by the evolution
of how customers shop, and the
growth inonline sales has
stretched the capacity of our
suppliers and distribution
retwork. The Board considered

Marks and Spencer Group plc

this impact at lenglh when
contemplating the appetite for,
and ways in which to maximise the
online opportunity, which it had
already agreed would be inthe
best interests of customers (1o
keep pace with ther demands)
and shareholders (to ensure
the sustainability of the C&H
business) When it was ultimately
agreed Lo inlroduce third-party
brands to the M&S online of fer,
the Board had contermplated
both the need to substantially
ncrease our online capacity to
avold unnecessary strainon
warehouse colleagues (leading
directly Lo the Board's later
decision to build a new
automated online warehouse
within Lhe Bradford distribution
centre, creating 300 new jobs),
and the need to nurture
productive and effective
relationships with third-party
brand partners. These
arrangements were then
individually tailored to reflect the
level of M&S involvement and
support that the brand would
reguire {either through new
concession or wholesale
arrangements, or in the case

of Jaeger, an acquisition).

By being both a C&H and Food
retailer, with C&H deemed
non-essential retail fora
significant part of the various
tockdowns, continuing to trade
Food from stores also selling C&H
was g complex and constantly
evolving issue. Maintaining close
working relationships with lecal
authorities has been a constant
consgideration of the Board as a
result. Only by consideringand
consulting with the UK and
intermational governments,

the devolved UK administrations,
and local authorities, was the
Board able to navigate the
variety of trading rules, ensure
our colleagues and customers
feel safe in our stores, and
conlinue to trade the business
asmuch as possible in the UK
and internationally

Qur colleagues have been
remarkable throughout the
Cavid-19 crisis, demonstrating
time and again what a hugely
important part they ptayin
maintaining the M&S brand
Whenthe Board has discussed
measures ta preserve iquidity
and ensure that the businessis
right-sized for the future, it has
done so with the need to support
and protect colleague interests
as aconstant consideration.

— Giventhat asizeable portion of
our C&H slore estate was not
trading during the various
lockdowns, the Board took
the decision at the start of the
pandemic to place 27,000
colleagues on furlough,
agreeing that all furloughed
colleagues should recerve their
full pay Colleagues needing
to shield for medical reasons
were prioritised for furlough if
they were unable to work from
home, white addilional training
and digital tools were rolled
out for colleagues to be ableto
work flexibly across dif ferent
areas cf the business, bringing
the number of furloughed
colleagues down tolessthan
1,000 atthe time of writing
this repart.

- The Boardwere keen to ensure
that colleagues working
throughout the first UK

national lockdown were
rewarded for their dedication
and ioyally, store colleagues
were awarded atemporary
15% uplift in pay, while support
centre colleagues received a
share award equivaient to

5% of their salary over the
same period

As part of the more digitaland
flexible approach o working,
and Lhe need to ensure that the
businessis fit for purpose to
operate inamore digitally
enabled world, the Board
considered options for
streamlining the business and
reducing costs, which included
the possibitity of colleague
redundancies, Noting that this
was the only viable option for
right-sizing the business for
the future and therefore in the
best interests of sharehotders,
the Board was nonetheless
mindful of the polential
impact on colleagues and
communities Assuch,the
Board agreed that colleague
choice should be a factor as far
as possible and that the
Business Involvement Group
("BIGT) should play a pivotal
role in commumcating with and
supporting colleagues through
any job losses Whenthe Board
decided to make 7,000 roles
redundant, they stipulated
that these were to be made
first by avoluntary redundancy
programme ahead of any
compulsory redundancies.

Al 7,000 redundancies were
made voluntarily by colleagues
asaresult



Creation of M52

Over the past three years, the Group has made significant
investment inits online capakilities, supported by expansion
of capacity and improvements ta operations at the Castle
Donington distribution centre. However, M&S.com had
previously been structured as the online channel of a bricks
and mortar retailer, resulting in operations run intandem with
physical store-based trading rather than competing head-to-
head with pure play competitors. Launching a new division
within the C&H business to maximise online growth, MS2,
Builds uninvestments made in recent years and ways of
working adopted during lockdown, evolving from a numbker of
decisions the Board made in consideration of its stakeholders.

Stakeholder considerations

It was clear from the start of
lockdown that the impact of the
Covid-19 pandemic would leave
the C&H business farever changed.
Toensure the business cngaing
viability for shareholders, the
Board considered the mportance
of continuing to trade online and
meeting customer expectations,
despite C&H store closures as a
resull of being classiflied as
non-essential retail. To assist with
clearing store stock and to keep
pace with Lhe growth in online
orders, the Board approved plans
for the “buy onling, ship from store”
{*BOSS™) systern of delivery to be
rolled out across C&H stores,

allowing for online ordersto be
picked from store stock.

While the initial results of the
BOSS roll-out achieved the am

of clearing surplus stock in

stores, the Board and
management received feedback
from colleagues that store
operations were being impacted.
In considering this feedback, the
Board approved plans Lo move
BOSS order picking outside store
opening hours and intraduce night
shifts for colleagues Further
feedback relayed to management
and the Board from customers
cullinedissues with delays and

Ectabliching an ESG Committee

The Board agreed that the ESC Committee should be created,
effective from 16 December 2020, to assist with the refresh of
the Plan A sustainability programme in the first instance, before
monitoring its ongoing execution and wider ESG initiatives and

compliance with regutations.

Stakeholder considerations

In deciding to reinvigorate
Plan A and establish the ESG
Comprittee for oversight, the
Board considered

- The growing contingent of our
investors expecting to see
environmental, social and
governance matters embedded
withim our overarching strategy.

- Qur customers, who are
becoming increasingly
concerned with ESC 1ssues,
including climate change,
sustainable sourcing and ethical
trading, Lo the point where we
nsk losing their loyalty if we
cannol demonstrate that we
are addressing these concerns.

- The mounling pressure from
our wider eommunity including
current and prospective
colleagues, voiced through the
media, to"domore’and bea
bettler corporate citizen.

~ Theneed to minimise

our impact on the environment
and ensure that we do not
contribute any furLther to the
climate crisis.

multiple deliveries arising from
asingie order. On consideration
of this, and of the increasing
distribution costs and
environmerntalimpacts of running
the BOSS systerm more widely,
Lhe Board ultimately agreed
that a camplete solution to
rapid fulfilment needed to be
developed, deciding to increase
capacity at Castle Doningtonin
the first instance.

Alongside the rapid growth of
online and fulfilment, the Board
considered customer demands
and the corresponding pressure on
our suppliers to meet changing

customer trends in product mix

It therefore turned to the guestion
of whelher to meet these demands
by introducing other brands into
the product mix. Having seen
unprecedented demand forthe
Nobody's Child coligboration,

and considering the short-term
shareholder and customer
benefits of being able to quickly
diversify into new product areas at
considerable scale, the Board
decided to introduce third-party
brands to the online C&H offer,

Qur most
sustainable

denim el
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BOARD REVIEW

The 2021 external Board Effectivenessand
Developrmental Review was conducted
according to the principles of the UK
Corporate Governance Code 20138 (the
“Code”) and the supporting Guidance on
Board Effectiveness, and was facilitated
by Curnek Bains of Clobal Future Partners
(“GFP"). Gurnek Bains, and GFP, has no
other connecticn with the Company,
other than the work that he is doing te
support the development of the Executive
Committee ("ExCoymembers as part

of their individual and cotlective
development plans.

The Company's last externally facilitated
Board Review occurred in the previous
vear and was detailed in the prior year's
annual report onpage 56.

One of the gutcomes of last year's

Board effectiveness review was to retain
CFP for this year, in part to review progress
against the previcus year’s findings.

THE PROCESS

Aswith the previous year, in making its
assessment of the Board and principal
Committees’ effectiveness, GFP observed
proceedings of atleast two Board
meetings. GFP was also given accessto a
full year's werth of Board and Committee
papears via a secure portal, to assist them
in assessing the quality of the infarmation
that had been provided to the Board and
Committees during the year.

However, the key change from the prior
year was the number of cne-on-one
sessions that Board mernbers and key
Board contributors had with GFP. Due
tothe travel restrictions imposed by the
Covid-19 pandemic, & host of these
interviews were conducted electromically,
and the cne-on-cne style worked for the
Board members and contributors, who
commented that they found the format
relaxed yet focused.

“The Board had maintained
its existing strengths white
making excellent progress
on developing the ExCo and
ensuring that, collectively,
there was effective oversight
of key strategic themes.”

Gurnek Bains, Global Future Partners
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These interviews were conducted with
Baard members and the General Counsel
& Company Secretary, and feedback was
provided on CFP’s observations of the
Board and its Committees and the papers.
For the first time, and as a direct result of
one of the findings of the previous year's
Board Effectiveness Review, interviews
were also held with the ExCo membaers
to gain insight into their performance,
and their relationships with the Board.
GFP provided observations and
recarmmendations on how these
relationships could be developed to
become more effective. These meetings
alsc provided Board members with the
oppertunity to discuss further themes
that had emerged fram the Baard action
plan from last year, as well as addressing
topics that emerged from sessions held
this year.

OUTCOMES

The Chairman received feeaback frem all
Board members on his perfoermance, as
well 3s on the effectiveness of the General
Counsel & Company Secretary, with a
particular focus on the onbearding of
new directors, and the Board involvernent
programme. The Chairman was also
provided with feedback onthe
performance and effectiveness of each
Board member, with particular attention
being paid to Committee Chairs and the
Senior Independent Director. These
assessments focused on the role, skills
and contributions made by individual
members and the Boardroom dynamics
at play.

The final GFP report was shared and
discussed with Board members separately,
in advance of the Board meeting held

on 24 May 2021, At that meeting, the
conclusions and insights gained were
formally agreed and an action plan for the
vear ahead was developed and approved.

BOARD REVIEW INSIGHTS

This review established that the Board

hadg maintained its existing strengths while
making excellent progress on developing
the ExCo and ensuring that, collectively,
there was effective oversight of key
strategic themes, the transformation
programme and the culturaland

people agenda.

There was recognition of the effectiveness
of the increased involvement of the
Board during the pandemig, and
acknowledgerment of the meaningful
contribution made through the Covid-12
crisis. New Board members have been
successfully integrated and describe a
"best in class” induction process. Board
rmembers also expressed continuing
confidence in the operation of the Board
Committees and welcomed the creation
of the ESC Committee.

Committees

Board Committees were also reviewed
and, overall, were considered to function
well in terms of their effectiveness,
decision-making and the rigorous manner
in which they addressed any issues
brought to their attention.

Chairman

It was noted that the Chairman had driven
the transformation at pace,and had
strengthened thelink between the

Board and senicr leadership during the
course of the year, by encouraging the
mentorship of senior management by
nen-executive directors. His leadership of,
and recruitment onto, the Board was
classed as purposeful,

Senior Independent Director

Due to the significant change over recent
years at Board lavel, the role played by
Andy Halford has been noted as having
animportant stabilising effect on the
Board while new Board members settle
into theirroles.

BOARD ACTION PLAN

The Board action planfor
202V/22includes:

- Working closely with the senior
executive teamn on reporting into
the Board and monitoring of the
transformation programme.

- Continuing to increase the level
of engagement between the
Board and senior exacutives and
rmaking progress with the ExCo
rmentoring programme.

- Ensuring that the culture and people
agenda are at the heart of the
Company’s transformation.

- Monitoring and building on the work
done following the creation of the
ESC Committee.
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NOMINATION COMMITTEE

COMMITTEE ROLE AND MEMBERSHIP

REPORT

MEETINGS HELD IN 2020/21

The Committee reviews the leadership
and succession needs of the organisation
and ensures that appropriate procedures
arein place for nominating, inducting
and evaluating directors. In addition,

the Committee ensures that the Croup’s
governance facilitates the appointment
and development of effective
managerment that can deliver
shareholder value aver the longer term.
The full Terms of Reference for the
Committee can be found at
marksandspencer.com/thecompany.

The Committee comprises the non-
executive directors and is chaired by
Archie Norman. Individual meeting
attendance and changes to membership
are displayed in the adjacent table. More
information on the skills and experience
of all Committee members can be found
on pages 62 to 64.

9

The Committee’s
activities had
particular focus
on aligning our
leadership team’s
skills with the
post-Covid
strategy.,,

Archie Norman,
Chair of the Nomination Committee

w Numb.ercf Maximum
since meetings possible
attended meetings
Archie Norman 1Sept 2017 5 5
Andy Halford 1.Jan 2013 5 5
Andrew Fisher 1 Dec 2015 5 5
Justin King' 1Jan 2019 4 5
Sapna Sood 1Jun 2020 4 4
Tamara Ingram 1Jun 2020 4 4
Evelyn Bourke 1Feb 2021 1 1
Former non-executive directors who served on the Committee for part of 2020/21
Pip McCrostie? 10 Jul 2018 4 5
Alison Brittain 1Jan 2014 1 1
Katie Bickerstaffe 10 Jul 2018 1 1

1 Justin Kingwasunable toaltend the meeting on 12 Apr t 2020 for personalrcasons
2 PipMcCroslie was unable to attend the meeting on 25 June 2020 for medical reasons,

More information on the Nemination Committee is available in our

GOVERNANCE

full disciosure of compliance with the UK Corporate Governance Code at

marksandspencer.com/thecompany.

REVIEW OF THE YEAR

2020/21 was a busy year for the
Committee, which oversaw the induction
of a new Chief Financial Officer and the
appointment of four non-executive
directors. Thiswas in addition to the
Committee’s usual talent and succession
activities which, as covered on pages

64 and 65, had particular focus on
strengthening diversity and aligning

our leadership team’s skills with the
post-Covid strategy. The Cormmittee’s
performance was reviewed as part of

the 2020/21 externally facilitated Board
Evaluation, whichis covered on page 70.

The review establishad that the
Committee functions well in terms of
planning succession to Board roles and
other senior positions. For directors and
senior leaders, developmental feadback
and support has also been provided as
part of the evaluation process.

BOARD UPDATES

Towards the end of last year, the
Committee discussed and guided the
creation of the role of Chief Strategy and
Transformation Director, which Katie
Bickerstaffe took up in Aprit 2020.

As announced on 18 May 2021, Katie's role
has now evolved into joint Chief Operating
Officer, along with Stuart Machin.

Also towards the end of last year,
the Committee was embarking on the
detailed process to appointandinduct a

new Chief Financial Officer, culminating in
the arrival of Eoin Tonge in June 2020.

Shaortly after, the Committee identified
Sapna Socd and Tamara Ingram as
valuable additions to the Board and
ensured both non-executive directars
undertook comprehensive induction
processes on their joining the business in
June 2020, despite Covid-19 restricticns.
Their value was quickly demonstrated,
and the two became the first members
of the newly formed ESG Committee.

At the 2020 ACM, the Board gave
thanks to Alison Brittain, who stepped
down after six years of serviceas a
non-executive director.

More recently, the Committee
recommended to the Beard the
appecintment of Evelyn Bourke, who
formally joined the businessin February
2021. As well as joining the Nomination
Committee, Evelynis the newest
member to join the Audit Committee
and brings extensive financial and
risk-related experience, the value of
which has already been felt throughout
the year-end process.

At the very end of the financial year,

Pip McCrostie retired from the Board with
our heartfelt thanks for heractive and
committed centribution to the Company.

The Committee was keen to maintain the
balance of diversity and skills at Board
level, and quickly commenced the process

Annual Report & Financial Statements 2021 7



NOMINATION COMMITTEE REPORT CONTINUED

to identify our newest Board colleague.
In April 2021, the Committee was pleased
to recommend the appointment of Fiona
Dawson, who joins as a non-executive
director on 25 May 2021. Fiona joing

from Mars, Inc. with a wealth of globat
marketing and sales experience and a
skillset which aligns with our accelerated
transformation strategy. Fiona's
appointment ensures that the Company
maintains a 40% fematle Board, exceeding
both internal and external targets.

DIRECTCOR TENURE

As at the publication of thisreport, ail
directors have a tenure not exceeding
nine years. Ouring the year, the
Committee considered the tenure of
Andy Halford, who will have served for
ning yearsinJanuary 2022. On review,

it was established that Andy rernains
independent, and provides a key point
of stability during a period of significant
change. It was further agreed that
Andy’s skills and experience remain
relevant, and his capabilities as Chair of
the Audit Committee are greatly valued
by the Company.

EXECUTIVE COMMITTEE AND
TALENT MANAGEMENT

DIRECTOR SUCCESSION AND INDUCTION PROCESS

One of the key leadership changes
supported by the Committee has been
the transition of the Operating Committee
into the Executive Committee ("ExCo™),
which is covered in more detail on

page &0.

The Committee agrees with management
that the composition of the ExCo
improves the efficiency and effectiveness
of decisicn-making, mirroring the Board’s
approach to a more condensed set of
governance arrangements.

The establishment of the ExCo included
the assignment of a Nornination
Committee mentor to each ExCo member.
in addition, the Committee supported

the CEQin his appointment of three new
members to his senior tearm, with Richard
Price joining Eoin and Katie on the

ExCoin July 202C as Clothing & Home
Managing Director.

As part of a wider programme to assess
talent and succession in the business,
the Committee members have been
available to advise the ExCo in its review
of all senior leaders.

The focus on talent assessment and
development has extended throughout
the organisation and has culminated ina
different-shaped business with improved
controls around talent management.
While discussions have principally

taken ptace at the Board, ExCo and
Rermuneration Committee, the
Committee believes that this reflects
the vital alignment between performance
and reward.
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In light of the Committee’s active year, we have taken the opportunity to outline

our approach te recruiting and inducting non-executive directors. The process s
designed to ensure the search for and appeintment of our directors is thorough and
inclusive, and that their inductions provide an effective intraduction to the M&S
boardroom and, more crucially, facilitate a comprehensive understanding of

the business.

The executive search
agency reviews the
specificabion and
praduces alang list of
candidates from
various backgrounds
and industries,
including those
withlittle or no FTSE

The Chairman leads the Comrmittee, working
with the Ceneral Counsel & Company
Secretary to develop a candidate
specification, using a talent and expertise
rmatrix reflective of the one on page 64.
The candidate briefis then placed with an
executive search agency whaomust bea
signatory to the Voluntary Code of Conduct
for Executive Search Firms in line with our
Board Divarsity Policy

board experience,

Appoint

The Chairman
identifies a short list of
candidates following
feedback from the
Senior Independent
Direclor and other

The candidates are
interviewed and assessed
against pre-determined
criteria and in line with
the specific candidate
bref Thisincludes meating

The successiul
candidate is then
recammended for

appointment to the

Board, with the
Ceneral Counsel &

Company Secretary Board members on members of
tasked with Lhe armoreinformal the Committee
formalities basis to deterrmine

interpersonal dynamics,

The final step in the recruitrent process s ta prowide our new directors
with arobust iInductionto the business Theimportance of Lhis step
cannot be overestimated, as it formsthe mechanism to suppert our

directors in meeting their statutory dubies, embedding thesr
understanding of our strategic priarities and bringing the Board claser
to daecision-makers and those tasked with running the day-to-day
management of the business.

Some activities includad in this year's inductions have been

Within the Within the first
_ Board procedures  Tirst month: three months:

and PLC/Listed - Business unit, - Storevisits,

Within the first year:

— Aftend National
BIG meeting and

Before arrival:

Comipany duties

- Comprehensive
pre-read of Board
and relevant

Committee papers

frormthe pravious
12 months,

teadership team
introductions.

Stakeholder
priorities analysis
and overview,
ncluding
introducticns te

Investor Relations,

Corporate
Communications
and Plan A

including visits to
renewal stores and
amorning spent
warking in stare.
Logistics depot
visit, Castle
Donington
distribution centre
visitand website
demonstration

Partner
introductions
andvisit to
Ocado's offices

Customer services
visit and customer
datainsight
averview

Meeting the
external auditors
and boatd
development
adviser

colleague services
overview

introductionto
our heritage and
visitto the M&S
Company Archive

Attendanceat
management
meetings and
product previews
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Sustainabilityis
about securing the
long-term future
of a business and
protecting the
resources we all
depend on.”

Tamara lngram,
Chair of the Environmental,
Social & Governance Committee

ESTABLISHMENT

I'was delighted to be asked to set up

the new Board Sub-Committee (the
“Committee”) cn Environmental, Social &
Governance (‘ESCY) matters. M&Sis a very
special business —with loyal customers,
passicnate committed colleagues and a
wonderful legacy of caring service,
environmentalleadership and deep-
rooted community values. As Chair of the
Committee, I'm pleased to present our
report for the year covering activities from
our establishment in December 2020.
These have been focused on reviewing
our activity and ensuring our strategy
centinues to lead the way and

communicates the M&S point of difference.

PLAN A

The importance of Plan Ato the M&S
brand and culture cannot be overstated.
The programme, appropriately named
Plan A“because thereis no Plan B, was a
ground-breaking venture in 2007, creating
a fully integrated sustainability plan
reflective of the M&S values of helping our
colleagues, custormers and communities
lead happier, healthier and more fulfilling
lives. It is through Flan A - our multi-year
sustainability action plan-that we
address the risks and opportunities that
environmental and societal issues present
tous as abusiness. It drives us to make
better choices to ensure that M&S, and the

precious resources and planet werely on,
are in better shape for the future.

How & business appreoaches social and
environmental challenges is of increasing
importance to all stakeholder groups.

In recognition of this, Lhe Committee

has met on a monthly basis in its first six
months, with an update to the Board after
each meeting. The Committee has been
frequently attended by members of the
Executive Committee ("ExCo")and senior
management. As a Committee, our roleis
to provide the additicnal nigour, support
and challenge for the business as we
remnvigorate our Plan A pregramme to
uphold its leadership and keep it at the
very heart of M&S’ customer proposition,
Aspart of that role, we've locked at
industry benchmarking, consumer insights
and future trends, discussed marketing
and communications frameworks, ways
to embed Plan A more deeply within the
business, as well as the framework against
which progress will be measured.

ESG-RELATED RISKS AND RESPONSE

Inaddition to overseeing the governance
underlying the various projects for Plan A's
reinvigoration, the Committee has
supported the Audit Committeeinits
review of new and existing risks relating

to ESG topics.

COMMITTEE ROLE AND MEMBERSHIP

Specifically, the Committee reviewed a
new "social, ethical and environmental
responsibility” risk, confirming its
appropriateness to the Audit Committee
as a distinct risk from the “corporate
compliance & responsibility”risk that
previously covered arange of ethical
considerations. This new riskincludes a
broad spectrum of issues; environmental,
human rights, animal welfare and ethical
standards and commitments. In identifying
theseissues, we acknowledge the trust
that customers place in the M&S brand
to source sustainably and ethically, anc
their ongoing concern around issues
like deforestation and animal welfare.
We also recognise the increased focus
from regulators and investors on these
issues, particularly following ongoing
interest in human rights abuses in supply
chains in the UK and abroad.

As well as overseeing related risks, the
Committee has recognised that these
changes in the external envircnment are
current and require responsive action
now, and has advised management
accordingly. This wider support for
management has covered advising the
business ahead of signing the ‘Exit the
Uyghur Region' Call to Action to address
human rights abuses. The Committee has
also critically reviewed, and subsequently
menitored progress with actions raised by,
the business’ ce-authored Oxfam report.

The Committee is responsible for ensuring
that the Company bas an ESG Strategy
("Plan A"} that is both inspiring and
differentiates M&S from its competitors,
while also remaining fit for purpose. The
Committee will alsc review the effectiveness
of Plan A, inctuding the governance
arrangements for ensuring the successful
delivery of the strategy and monitoring its
overall performance. The full Terms of

MEETINGS HELD IN 2020/21

Reference for the Commiltee can be found at
marksandspencer.com/thecompany.

The Committee comprises Tamaralngram

as Chair and Sapna Sood, with Archie Norman,
Eain Tonge and Nick Felland standing
attendees at Committee meetings Steve
Rowe will also be a standing attendee for
2021/22. Individual meeting attendance is
displayed inthe table below More information
on the skills and experience of Cormmmittee
members can be found on pages 62 to b4,

Member Number of Maximum

since meetings possible

attended meetings
Tamara Ingram 16 Dec 2020 3 4
Sapna Sood 16 Dec 2020 4 4

By standinginvite

Archie Norman N/A 4 4
EoinTonge N/A 4 4
Nick Folland N/A 4 4

* TamaraIngramwasnot present at the meeting on 18 January due to last-minute rescneduling andtime zone
differcnces, but provided inputin advance of tne meeting and debriefed with mernbers and attendees

immediately following the meeting
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PREPARING TO ADCPTTCFD

ESGCOMMITTEE REPORT CONTINUED

Alongside the coordination of the Plan A
refresh, the Committee has been briefed
on the Listing Rule, which the Croupis
required to adopt from FY 2021/22, for UK
premium listed companies to include a
statement in their annual financial report
setting out whether their climate-related

financial disclosures are consistent with
the recommendations of the Task Force
on Climate-related Financial Disclosures
("TCFD™). White the Listing Rule will not be
applied by the Group until FY 2021/22,
the Committee has recommended that
the Croup provides disclosure onits

progress towards adoption of the TCFD
recommendations, to demanstrate to our
investors and wider stakeholders that the
Company takes its disclosure obligations
and climate change seriously. Accordingly,
our progress on future TCFD reporting is
set cut below.

TASKFORCEONCLIMATE-RELATED FINANCIAL DISCLOSURES REPORT

INTRODUCTION

This repart sets out our climate-related financial
disclosures, which have beendrafted tc
demonstrate our progress towards alignrment
with TCFD from FY2021/22. We have done this Lo
dermonstrate, bothinternally and externally, the
importance of climate -related issues within our
broader sustainability programme, and also to
generate tha internal momentum to ensure that
we are in a position to produce high-quality
disctosures in future years

STRATECY

The Board has considered climate change as
an emerging risk for a number of years
However, It has previcusly concluded thatit
should not be a standalone principal risk as
the impacts, and therefore mitigations, are
beller served by incarporating climate change
into other existing principal risks This year,

the Bopard, with Input frorm the Executive
Committee (‘ExCo"), ESC and Audit
Commitiees, has concluded that, while this
overall approach remains correct, the
Company should be more overt in positioning
climate changerisk separately. Thisis due to
the urgency of the climate crists, the increasing
demands from stakeholders, and the
forthcoming introduction of new regulatory
obligations and reporting requirements

The ESGC Committee reviewed a new "sacial,
ethical and environmental responsibility”
principalrisk and recommended that it
should be called out as a new and distinct
risk from the "corporate compliance &
responsibility” risk

We recognise that thisis acomplexissue and
the TCFD recommendations are stretching.
Forthe business to report maore accurately,

it needs to build a compliance framework that
provides the Board and the ESG Committee
with lhe assurance that cisclosures are robust
Thisis complicated by the fact that the

major ity of the commitments involve
medium- Lo lang-term forward-tooking

statements and, therefore, Lracking progress
against fulure targets will be vital

As a result,in this first TCFD report, we have
attempted to explain our current position,
state our expectations for the future ang,
importantly, identify where additional work is
required for us to disclose fully against all
TCFD recomrmendations next year,

During the development and research phase
for the refresh of Plan A, our stakeholders,
particutarly customers, highlighied the
concerns they expect M&S to be addressing,
with a broad spectrum of issues inciuding
climate change and the environment at the
forefront of their expectations of M&5

Furthermore, we have identified the need to
belter understandtransitionrisks as a
consequence of increasing regulation and
changing societal expectations Thiswillbe
the focus of our scenario analysis workin
2021722, which will be carred out to update our
understanding and guantify the impacts of
climate-related transition risks, as well as
physical risks and market appertuninies inline
withlhe TCFD recomnmendations The results
of this assessment will be reported in next
year's Annual Report

M&S 15 already taking action (o address the
long-term implications of climate change
onour corporate reputation, regulatory
environment, physical assets, supply chain
continuity and impacts for products and
services Our early targets to address climate
change meanthat M&S already has emission
reduchion plans in place for our cun
operations{scope | and 2) which have been
established for aver 14 years This focus on
reducing energy consumption and increasing
the use of renewable energy has influenced
key investrment decisions such as the creation
of our aulomated Clothing & Home warehouse
at Castle Donington with a roof-mounted solar
array. The business 1s commitied to ensuring
thatits stores, offices and distribution centres
are constructed and operated In a way Lhat
carnsiders ecanamic, comfart, envirenimental
and energy whole-life impacts Partof this
cornmitment and resulting approach means
we are 1SO50001 ‘Energy Management
Systems certified.

ENGAGING SUPPLIERS IN CLIMATE-RELATED RISKS AND OPPORTUNITIES

Animportant part of our strategy on chmate
change issues is to engage suppliers and
build greater awareness, aclion and resitience
Lo changes in climate across the food and
clothing industry. In the food supply chain,
we have worked in partnership with tea,
coffee and produce suppliers to ensure that
they are building capacity in their producer
and grower networks on climate change
resiiience This has included projects focused
onimproving water management for coffee
growersin Peru and increasmg resiience of
British growers through our Farming with
Nature programme, with an ernphasis on
enhancing biodiversity and pollinator
protection programmes To reet changing
cystomer demands for more vegan offerings
due to climate considerations, M&S also
launched a significant category of vegan
foodin 2019 (Plant Kitchen). Furthermore in
2020, anew Food Innovation Hub was
established to spearhead sustainability
solutions, including soya-alternative proteins

for plant-based foeds and the latestin
material science to reduce plastic packaging
The Hub enables us te track emerging trends
and insights, and respond to our customers’
needsinthe future

Inthe textile industry, M&S s laking part
inarange of collaborative supply chain
programmes focused on reducing
greenhouse gas emissions, including WRAP's
Textiles 2030 and the Sustainable Apparel
Coalition ("SAC") Asasignatory to Textiles

2030, we are committed toreducing the
aggregate greenhouse gas footprint of new
products by 50% by 2030. The SAC has
collaborated with industry partners to
develop and define a robust methodology
to measure the climate impacts of the
apparelindustry annually using the Higg
Index We have asked our top clothing
suppliers to adopt this index to provide us
with data visibility on environmental KPis,
including greenhouse gas emissions. Our
Clathing & Horme business also increasedits
vegan footwear ranges in 2019

Plant; Kitohen

Food Innovation Hub partnerships will help
MES Food bulld on its market share of plant
protem ranges
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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

POSITION AND AMBITION

Mé&S has astrategicambition tc enhance our
climate change cammitments from carban
neutral operations today to net zero emissions
by 2035 We are currently developing our
targets and detivery roadmap. This work will be
completed in FY2021/22 and will update our
position onthe use of renewable energy and
the role of carbon removals (offsets). This
strategic ambition builds on earlier actions
taken on climate change as part of Plan A

and on the existing approved science-based
targets e reduce greenhuuse gas e11is5ions;
80% reductien by 2030, 0% reduction by
2035, and a cumulative project-based larget
for curwider value-chain of 13.3 million tonnes
CO e by 2030

The adjacent chart demonstrates that this has
been an issue we have taken seriously, and we
have atready made demanstrable progress
onreducing cur cperational emissions {scope |
and 2)against the baseline of 2006/2007. Our
scope 3 baseline will be set against our 2016
position, inline with cur science-based target.
Medelling indicates that our total value-chain
greenhgouse gas emissions at that time were
.64 million tonnes

We intend to track our progress against scope 1
and scope 2 emissicns in fulure years using Lhe
adjacent chart, and will incorporate and track
progress against scope 3 emissions in the
coming years, building on our science-based
target inthis area.

In addition to Lhis, we will undert ake scenario
analyses during 2021/22 lo update our
understanding of climate-related risks,
including Lransition risks and opportunities
arising from the transition to a low-carbon
economy inline with the Paris Agreement

WHAT HAVE WE ALREADY DONE

M&S Operational emissions (Scope 1and 2}

700,000
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[

® Location-Based @ Market-Based

o U “‘l“ll‘l“llllllllll

10-year performance snapshot

Baseline

In 2017, we agreed
Science-Based Targets

2015 2016 2007 2018 2018 2020 2021
|

* Bascline year 1s 2006/07. This has oeen used consistently as our baseling year in annual Plan A performance
reports and our submissions to the Carbon Disclosure Project (COP)

**In accordance with GHC protocol guidel nes, and inabsence af anproprate renewable sourcing 1 our
2015-16 reporting year and prior, our location-based emussions were equal te market-based emissions
Signilicant reductions in market-based performance in 201715 primarily due to the procurement of renewable
electricity Al figuresrepresent scope 1and 2 data only 5o as to present a fair and like-for-like trend

for comparison

“M&S is already taking action
to address the implications
of climate change, having had
emission reduction plansin
place for our own operations
for over 14 years.”

Steve Rowe, Chief Executive

Cver a decade ago, M&S recognised climate
change as a shared and potentialty existential
environmental Lhreat, and one that could pose
achallenge to our global business operations
and supply chain. In addition to our clear
corporate respensibility for culting emissions
to avoid the worst conseguences of climate
change, we recognised that our energy costs
could increase over time and we could be
required by law to cut emissicns. We alsc
acknowledged that achanging climate could
make some raw materials scarce and more
expensive, It was our view that, by responding
effectively, we would build greater business
resilience and be better placed Lo benefil from
shifting market demands for lower emission
products and services

Thal 1s why, in 2007, we ccrmmitted to making
our UK and Republic of Ireland operaticons
(stores, offices, warehouses, business travel
and logistics) carbon neutral by 2012 M&S has
been aleader an climate change transparency,
being cne of the early companiestc make a
full submission Lo the Carbon Disclosure
Project and to publish CHG emissions, assured
by a third party under their praprietary
methodology, in 2008 Since then, we have
transparently reporled onthe progress

we have been making on reducing our
greenhouse gas emissions in our annual Plan A
reports and through the Carbon Disclosure

Project Greenhouse gas emissions data

for M&S operatlions {scope 1and 2) in 2020/21
can be found within the streamilined energy
and carbon reporting section on page 32
and inour Plan A Reporlon pages 30-32,
available on our corporate website at
marksandspencer.com/plana

We also took early action to understand the
physicalrisks associated with climate change,
commissicning specialist consultancies to
carry out reviews on cur food and clothing
supply chainin 20012 and our property estate
in 2015. We knew we would have Lo revisil our
plans periodically to ensure they are keeping
pace with the need for decisive aclion on the
climate emergency.

Since Lhen, much has changed. The increased
focus and awareness onclimate changeinthe
investor community is noticeably different
from 2007 While thisis cur first yearonthe
journey to aligning our climate related
disclosures o Lthe TCFD [ramework, these
disclosures will evolve to become even more
comprehensive as the Company implements
the actions outlined on page 76 during
2021/22 We believe we have made good
progress lowards TCFD recommendations
this year and ptan an gelivering a fully
compliant disclosure for FY2021/22.

KEY MILESTONES IN OUR CLIMATE
CHANGE JOURNEY

20tk Fullsubmission to Carbon
Disclosure Project

20t Established our global greenhouse
gas emissions reporting boundary

20007 Launched Plan A, our sustaimability
programme. Set an ambition 1o be
carbon neutralin operations by 2012

2002 Achieved carbon neutrality in UK
and RO{ operations and reduced
emissions by 22%

2014 Achieved carbon neutrality in
International operations

2017 MNewlargets approved by the
Science Based Targets Initiative.
Signed up as a supporter to TCFD

210 Redured emissions by 70% against
our 2006/7 baseline. Signed up to
British Retail Consortium’s Climate
Action roadmap

2021 Began preparalions for the future
adoption of TCFD reperting
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ESGCOMMITTEE REPORT CONTINUED

TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

PREPARING FOR TCFD - IMPROVING GOVERNANCE

Governance

At the end of 2020, in response toincreasing stakeholder interest and
pressures relating to environmental, sustainability and governance
matters, we announced the creation of a new Board Sub-Committee
an ESG, While the ¢reation of this new Cormmittee provides enhanced
visibility at the top of the organisation, it is only part of the wider
governance arrangements in place to support the Committee, and
ultimately the Board, inleading the Company’s response to these
issues and discharging our responsibilities, particularly in this area of
increasing focus and regulation.

As with all matters delegated by the Board, the CEQ is ultimately tasked
with the delivery of the Company’s ESC programme. To effectively
discharge these duties, his executive leadership team, the ExCo, have
collective responsibility for the delivery of the ESGlargets, as approved
by the ESG Committee on behalf of the Board. The Managing Director
of each of the five accountakble businesses (Food, Clothing & Home,
International, Retail & Property and Bank & Services) has responsibility
for the creation and delivery of targets in their business, in addition to
the collective responsibility they have as members of the ExCa

During the course of the year, the Board, ESC Commitlee and ExCo have
made good progress on revitalising Plan A which includes a strategic
ambition to be anet cero business. Inadditionto this, the ESC
Committee recommended that the Group provides disclosure onits
progress towards adoption of the TCFD recormendations, ahead of the
new Listing Rule coming inte effect from our next year end While the
detailed delivery plan and means of measurement underpinning this
net zero ambition and future TCFD statements will be developed in
2021/22, work Is already under way to develop and agree short- and
medium-term targel s for each of the businesses, as well as the structure
toaggregate thern at Group level. Performance against these targets
will be tracked by our Transformation Project Office team, with quarterly
reports being provided to bath the ExCo and ESC Committee, as well as
at teast annually to the Board

METRICS AND TARGETS - WHAT ARE WE COMMITTING TO?

Risk Management

M&S has established a risk management framework that allows
consistent adherence to, and application of, risk management principles
across the Croup, with each business and function accountable for
identifyingits specific risks Climate change is considered within

two principal risks in the Group risk assessment; “social, ethical and
environmental responsibility” has beenidentiflied as a new principal
riskin our 2020/21 Annual Report, and we have also specified future
compliance with mandatory TCFD reporting in cur existing “corporate
compliance and responsbility” risk. At a business/functional level,
climate change considerations also form a part of the Plan Arisks that
are being managed by cur International and Praperty businesses within
their risk registers

The structure of the Group’s averall risk managerment framework,
including climate-related risks, 15 the responsibility of the CFO,
supported by the Group Risk team. The Managing Directors of the five
accountable businesses are respansible for their business risk register,
and far managing and resourcing mitigating activities The ExCo
members are individually responsible for reviewing and confirming risks
in their own areas, with lhe Executive Directors reviewing the entirety of
the principal risks, providing the Audit Committee with confidence that
significant risks are appropriately menitored and managed.

Asraguired by the UK Corporate Covernance Code, the Audit
Cammittee 1s tasked with ensuring the effectiveness of the risk
management process, as well as confirming that the principat risks and
uncertainties of the business are appropriately disclosed externally.
However, from this year and as part of our governance and non-linanciat
control arrangements, the ESC Committee has also supported this
process by reviewing and providing the Audit Committee with
recommendations on all ESG-related risks, including climate change
Further detais on the Croup's overalt risk management process are
available on page 47

When we launched Plan A in 2007, we made
Lthe commilment to have carben neutral
operaticns by 2012.1n 2012, we achieved our
original climate-related goal for our own
operations, reducing emissions by 22%,
sourcing renewable electricity and investing
in of fsets to compensate for remaining
emissions Since 2012, we have continued to
refine our targets and deliver further
emissions reductions In 2017, we confirmed
our science-basedtargets Thefirst was a
commitrment to reduce operational emissions
(scope 1and 2) by 80% by 2030 (compared with
2007 levels} in 2020/21, our market-mathod
emissions were 177,000 tonnes CO e, down

by 72% on 2006/7 (640,000 tonnes CO,gj,
puttingus inagoad position to achieve our
first operational emissions science-based

CONCLUSION

target of 80% by 2030. Creenhouse gas
emissions datafor M&S operations (scope
and 2)in 2020/21 can be found withinthe
streamlined energy and carbon reporting
section on page 32 and in our Plan A report
on pages 30-32 (avalable on our corporate
website). As detalled inthe chart onpage 75,
these measurements are set against our
anginal baseline year of 2006/7,

The second science-pased target, over the
same time period, committed to cut emissians
inaur supply chain (scope 3t by a cumutative
13.3 million tonnes (classified as being "well
under 2°C" by the Science Based Targats
Initiative) This was set against a baseling of
modelled emissions totalling ¢ 6.4 million
tonnes annualty.

Our strategic ambntion is to enhance our
climate change commitments from carbon
neutral operations today to net zero emissions
by 2035 Overthe course of the next 12
months, we will sef out what we mean by that
and the role that reductions, renewable energy
and remaovals (offsets) play in meeting the
overallambition Detailed work will be
conducted in 2021/22 to delermine the
delivery roadmanp to achieve this ambitionin
the short, medium and long term, inctuding
the contributions required from each of the
accountable businesses and our supply chains,
The results from our scenario analyses will also

nform our proposed metrics and actionstobe
taken on climate-related risks and opportunities

L ]
ACTION WE WILL TAKE IN 2021/22

Playing our partin the retail sector

In September 2020, as part of supporting the low carbon
transition, we signed up as supporters to the British Retail
Caonsaortium's Climate Action Roadmap. M&S is comimitted to

three scopes.

working with other retailers, our suppliers, the government

and other stakeholders, and to support customers collectively
to deliver the retail industry's net zero ambition.
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Pubplish the delivery roadmap to underpin our new
net zero ambition with clear targets across each of the

Continue to track our performance against the baseline.
Conduct scenario analysis.

Publish the climate-related risks and cpportunities over

the short, medium and long term.
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AUDIT COMMITTEE REPORT

9

Committee members
have guided
management on the
controls required to
navigate Covid-19
challenges and
re-position the
business for the
digitalera.,’

Andy Halford,
Chair of

the Audit
Committee

INTRODUCTION

As Chair of the Audit Committee

(the *Committee™), | am pleased to
present the Committee’s report for the
year ended 3 April 2021, These pages
outline how the Committee discharged
the responsibilities delegated to it by the
Board over the course of the year, and
the key topics it considered in doing so.

While the Committee’s core duties were
unchanged, there was particular focus
onimproving internal controls and
accountabilities to support agile decision-
making in a year of unprecedented
uncertainty and accelerated business
transformation. This included helping

the business navigate the risks and
uncertainties arising from Covid-19 and
Brexit. For understandable reasons, the
Committee has been focused on balance
sheet strengthening activity and business
continuity plans. Additionally, oversight
was provided to ensure comprehensive
measures were In place to safeguard the
health of our colleagues and customers,
prevent disruption inthe supply chain, and
provide sufficient liquidity to continue
trading. These mitigating activities are
covered in more detail in the Principal
Risks and Uncertainties section on

pages 48tc 56

However, the new environment in which
the business now operates has also
presented opportunities to drive the scale
and pace of change. Committee members
have nffered guidance and advice to
management on the risks involved and
controls required in successfully
delivering activities in this new digital and
data space covering the creation of M52,
the introduction of third-party brands
online and the relaunch of Sparks.

The Committee continued its work to
strengthen non-financial controls and
governance arrangements including:
introduction cf the Code of Conduct
compliance framework; deepening the
understanding of responsibilities and
accountabilities within the Ocado Retail
joint venture; creation of the Compliance
Manitoring Committee to support
management in discharging their duties

COMMITTEE MEMBERSHIP

relating to M&S Bank; and, ongoing work
to improve business unit level risk
reporting and monitoring.

The Committee fulfils a vital rolein the
Company's governance framework,

providing valuable independent challenge

and oversight across the Company’s
financial reporting and internal control
procedures. Ultimately, it ensures that
shareholder interests are protected, the
Company’s accelerated transformation
is supported and long-term value is
created. The Committee’s newest
member, Evelyn Bourke, brings significant
financial and risk experience to drive the
continued improvements provided by
the Committee. Our thanks go to Pip
McCrostie for her valuable contributions
over the last three years, having retired
from the Board and the Committee in
March 2021.

MEETINGS HELD IN 2020/21

The Committee solely comprises independent
non-executive directors. At the 2020 ACM,
Alison Brittain stepped down from Lthe Board
and the Committee. Pip McCrostie also
retired at the end of March, following the final
Commitlee meeting of the year, and the
Committee welcomed Evelyn Bourke as its
newest member in February 2021. Detalled
information on Lthe experience, qualifications
and skillsets of all Committee members can
be found on pages 62 tc 64.

INDEPENDENCE AND EXPERIENCE

The Board has confirmed thal it is satisfied
that Committee members possess an
appropriate level of independence and
relevant financial and commercial experence
across various industries, including the

retail sector.

The Board has also confirmed Lhat it is
satisfied that Andy Halford and Evelyn
Bourke possess recent and relevant financial
experience, as did Pip McCrostie who was a
member of the Commitlee for Lhe duration
of the year.

The Committee held six meetings during Lhe
year, with members of senior management

invited to attend and to present as and when
specialist technical knowledge was required

The Committes met without management
oresent before each full meeting. It also met
privalely with the lead audit partners, and
separately with the Head of Internat Audit &
Risk, after each mesating.

Itisimportant for the Cormmiltee Chairto
fully understand any topics of particular
concern Lo facililate meaningful dialogue
during Committee reetings. To support him
in fulfilling this role during the year, Andy
Halford met regularly, on a one-te-one basis,
with the Chief Financial Officer the Director
of Croup 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 availablein our full disclosure
of compliance with the UK Corporate
Governance Code at marksandspencer.com/
thecompany.

Member Number of Maximum

since meetings possible

attended meetings
Andy Halford 1Jan 2013 3] &
Justin King 4 Nov 2019 & 5
Pip McCrostie 10 Jul2018 6 6
Alison Brittain? 11 Mar 2014 2 2
Evelyn Bourke 1 Feb 2021 1 1

1. Meatings were held with the Intenm Chief Financial Officer as required prior to Foin Tonge joining the business
2. AlisonBrittain stepped down from the Comm'ttee on 3 July 2020
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AUDITCOMMITTEE REPORT CONTINUED

WHAT WAS ON THE COMMITTEE’S AGENDA IN 2020/21

CORE DUTIES

The Committee undertook the following care
activities during the year

- Monitoredtheintegrity 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 andrisk
management processes particularly inthe
context of challenges posed by Covid-19
and Brex:t.

- Assessed and determined the treatment
for Covid-19impacts on the balance sheet,
covering accounting treatment and
government support, specifically furlough
and business rates relief.

— Reviewed the Board's approach
to assessing the Company's
long-term viability.

— Debated and agreed changestothe
principal risks

- Maintained the relationship with the
external auditor, including monitoring
theirindependence and effectiveness.

- Reviewed the effectiveness of the
Company's whistleblowing, fraud, gifts
and hospitality procedures

— Reviewed and approved the Company’s
statement of compliance with the
Croceres Supply Code of Practice

~ Assessed whether the Annual Report,
taken as a whole, was lair, balanced
and understandable

— Reviewed and approved the Company’s
Euro Medium Term Note ("EMTN")
prograrmme, including buyback of
previously listed medium-term notes,
as well as supporling and approving the
decision to apply for the government’s
Covid Corporate Financing Facility ("CCFF™)
programme, which was successfully
cbtained but remains undrawn

— Reviewed the effectiveness and
independence of the Internal
Audit & Risk function.

— Reviewed for the second year Lhe
appropriateness of segmental reporting
units and assumplions underilying the
cost allocations.

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 Company's internal control
processes This regular monitorning of the
internat control framework ensured metly
identification of 1ssues 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 improvement plans
were monitored by the Committee
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Risk and control updates

Inline with the Group Risk Policy, our
accountable businesses and key functions
remain accountable for managingand
repaorting their risks, as well as maintaining
therinternal control environment. The output
of these activities are reviewed by the Audit
Committee through annual updates provided
directly by management. A summary of each
core management update is provided below.,

External audit ’

The Committee also noled Lhe internal control

findings highlighted in the external auditor's
report and confirmed that it is satisfied that
thereis no material misstatement and that
relevant actions are being taken to resolve
the control matters raised.

The FRC's Audit Quality Review ("AQR") team’s
review of lasl year's audit resulted in an overall
rating of limited improvements required with
no key findings arnsing Only one area of
tesling (inventory) was identified as requiring
limited improverments The audit of our geing
concern basis of accounting was highlighted
by the FRC as an area of good practice.

Mon-financial controls

Finally, the Committee reviewed improvements

tothe Croup’s overarching governance and
internal controlframewaork Asreported last
year, the Company launched a new Code of
Conduct setting a floor of commitments and
responsibilities for business conduct based on
the Croup’s principal risks and regulatory
requirerments Durnng the course of the year,
the Committee has monitored compliance
with the Code on a bi-annual basis viametrics
measuring adherence to key policy areas The
Commitiee believes that this change and the
supporting architecture of the compliance
metrics has provided sufficient visibility to
monitor and assess risk and praduced an
overallimprovermnent in Lhe Company's
non-financial controls

MANAGEMENT UPDATES

The Committee received detailed updates
from one or more business area at each of
its meetings, an overview of each update is
summarised below Each updateincludesa
review of the risk register, ncluding progress
made toimplement key mitigating actions,
emerging risks being monitored and
outstanding actions from Internal Audit
reviews completed Management has also
confirmed how it continues to maintain key
control and assurance activities These
presentations are scheduled onarolling
12-month basts, with additional matters
identified by Intermal Audit added throughout
the year as they arise.

Retail, Property & Business Continuity

— Evaluated results and agreed actions from
business continuity exercises, tests and
assurance reviews which had taken place
globally. Assessment areas included
Covid-19 outbreaks, terrorist threats,
disruption caused by Brexit, supplier
resilience, cyber-attacks and fire damage

- Assessedupdates on asset management,
covering strategic programmes in relation
tothe UK store estate, lease management
and payment systems

Clothing & Home

Reviewed risks arising from rapid growth
inonline sales and plans to mitigate
them, including warehouse capacity and
logistics, supply chain preparedness and
talent capability.

— Considered and monitored the risk appetite

for the third-party brands strategy.

Discussed changing customer behaviour,
the uncertainty within the C&H market
arising from the pandemic, and reviewed
and monilored product design, stock
management plans and related activities

Food

Reviewed and assessed the changing nature
of risks relating to the Ocade Retail joint
venture, from the successfullaunch of

M&S product on the platform through to
increasing demand for online grocertes

and the subseguent strategic impacts.

Challenged management on GSCOP issues
and encouraged proactive engagement
with the new Grocery Code Adjudicator.

Monilored customer heatth as an emerging
risk and the acceleration of our health and
nutrition strategy as a mitigating initiative.

International

Di

Fvalualed the mitigating actions presented
by management against various Brexit
scenarios and differing responses to
Covid-19n local jurisdictions.

Reviewed and debaled the developing
maturity of financial contrels in each
market, including planned enhancements
such as sourcing optimisation and SAP
implementation

gital & Data and Sparks

Assessed and debated theincreasing
possibility of hacking and data breaches,
specifically the mitigations in place to
protect sensitive customer data

Discussed data use and ethics, encouraging
management to codify internal practices.

Bank & Services

Considered the regulatory responsibilities
and risks associated with having commercial
partners operatingunder the M&S brand.

Enhanced oversight and assurance
of FCA-regulated activities through
the creation of the Compliance
Monitoring Committee.

Technology transformation

Reviewed new controls for prohibiting
unauthorised lechnology use, protecting
information security and managing
critical technology suppliers.

HR

Challenged the ment of devolving HR
responsibilities into each business unit,
recommending that the Board review this
indetait.

Scrutinised the methodology and
calculation for recording furtough income



AUDIT COMMITTEE EFFECTIVENESS REVIEW

The Committee’s performance was
reviewed as part of the 2020/21 externally
facilitated Board Evaluation, which is
covered cn page 70.

The review found that the Committee
functions effectively and that issues
are dealt with in a thoughtful, clear and
rigorous manner.

Feedback on the level of challenge and
quality of updates provided by the
Commillee e Board was positive.

FAIR,BALANCED ANDUNDERSTANDABLE

The Committee was considered to be
operating wellin terms of meeting
structure and the levels of engagement
provided by its members, with demands
onmernbers' time viewed as extensive but
not problematic. The range of assurance
provided to the Board by the Cemmittee
was deamed appropriate. However,
improvements could be made inrespect
of the pace with which the business
actioned certain matters following
discussions with the Committee.

The Committee made good progress on
the 2020/21 action plan, particularly in
relation to increasing the focus cnrisk
reporting, compliance moenitoring and
emphasising accountability forrisk at
business unit level.

2021/22 ACTION PLAN

— Review the effectiveness of the Internal
Audit function and its activities.

— Continue to increase focus onrisk
reporting and accountability for risk at
business unit level.

- Increase fecus on fimancial and non-
financial controls, Including monitoring
effectiveness of the Code of Conduct,
GSCOP compliance, the Financial
Controls Framework and master
data reviews.

— Review the implications of the BEIS
white paper onrestoring trust in audit
and corporate governance.,

— Monitor the progress of improvements
to the Company's information
security, including the progress of
work taking place to migrate to
cloud-based systemns.

At the request of the Board, the
Committee has considered whether,
inits opinion, the 2021 Annual Report &
Financial Staterments are fair, batanced
and understandable, and whether they
provide the information necessary 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 in the Strategic Report. It was
therefore impoertant for the Cormmittee
to ensure that this emphasis did not
dominate the overall transparency of the
disclosures made throughout the report,
which it knows stakeholders find useful,
and that the messages presented by the
business are both clear and reflective of
the Company as a whole.

The Committee received a full draft of
the report and provided feedback onit,
highlighting the areas that would benefit
from further clarity. The draft report was
then amended to incorporate this
feediback ahead of final approval.

The Committee was provided with a list
of the key messages included in the
Annual Repart, highlighting thase that
were positive and those that were
reflective of the challenges from the
year. A supporting document was also
provided, specifically addressing the
following listed paints, highlighting
where these could be evidenced within
thereport.

When forming its opinion, the Committee
reflected on the information it had
received and its discussions

throughout the year. In particular,

the Committee considered:

IS THE REPORT FAIR?

- Is the whole story presented and has
any sensitive material been omitted
that should have been included?

- Isthe narrative in the reperting on the
business perfoermance in the front of
the report consistent with that used
for the financial reporting in the
financial statements?

— Arethe key messages in the narrative
reflected in the financial reporting?

— Arethe KPls disclosed at an appropriate
level based on the financial reporting?

IS THE REPORT BALANCED?

— Isthere 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 oneis read
independently of the other?

— Is the Annual Report properly
considered a docurnent for
shareholders?

— Are the statutory and adjusted
measures explained clearly with
appropriate prominence?

~ Are the key judgements referred
tointhe narrative reporting and the
significant issues reported in this
Audit Committee Report consistent
with the disclosures of key estimation
uncertainties and critical judgements
set out inthe financial statements?

COVERNANCE

- How dothe significant issues identified
compare with the risks that Deloitte
plans to include in its repert?

IS THE REPORT UNDERSTANDABLE?

— Isthere a clear and understandable
framework to the report?

— Arethempoertant messages
highlighted appropriately throughout
the document?

- Is the layout clear with good linkage
throughout ina manner that reflects
the whole story?

CONCLUSION

Following its review, the Committee
was of the opinion that the 2021 Annual
Report & Financial Statements are
representative of the year and present
afair, balanced and understandable
overview, providing the necessary
information for shareholders to assess
the Group’s position, performance,
business model and strategy.
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AUDIT COMMITTEE REPORT CONTINUED

SIGNIFICANTISSUES

The Audit Committee has assessed
whether suitable accounting policies
have been adopted and whether
manhagement has made appropriate
judgements and estimates.

Throughout the year, the Finance team
has worked to ersure that the business is
transparent and provides the required
level of disclosure regarding significant
1ssues considered by the Committeein
relation to the financiat statements, as
well as how these issues were addressed,
while being mindful of matters that

may be business-sensitive.

This section outlines the main areas of
judgernent that have been considered by
the Committee to ensure that appropriate
rigour has been applied. All accounting
policies can be found innote 1to the
financial statements. Where further
information is provided in the notes to

the financial statements, we have
inctuded the 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 matters from Deloitte.

PRESENTATION OF THE
FINANCIAL STATEMENTS

The Committee gave consideration to the
presentation of the financial statements
and, in particular, the use of zlternative
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
inthis category: impairments of intangible
assets; the implementation and execution
of strategic programmes; directly
attributable (gains)/ expenses 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 Sparks loyalty
programme transition; the recluction in
M&S Bank charges incurred in relation

to the insurance mis-selling provision,

and charges relating to GMP other
pension equalisation.

° See note 5 on pi4l
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PROPERTY MATTERS (INCLUDING
ASSET WRITE-OFFS, ONEROUS
LEASECHARGES AND USEFUL
ECONOMIC LIVES})

The Committee has considered the
assessments made inrelation to the
accounting associated with the Group's
UK store estate strategy. The Committeg
received detailed reports from
management outlining the accounting
treatrent of the relevant charges,
including impairment, accelerated
depreciation, dilapidations, redundancy
and onerous lease costs (including void
periods). The Committee has reviewed the
basis for the key assumptions usedin the
estimation of charges (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 the cash
flows to be generated by each cash-
generating unitin the period to closure).
The Committee has challenged
rmanagement and is satisfied that the
assurnptions made are appropriate.
The Committee is also satisfied that
appropriate costs and associated
provisions have been recognised in
the current financial year.
° Seenotes1,5,15and 22 on p129, p14),

pls8 and p175%

IMPAIRMENT OF GOODWILL, BRANDS,
TANGIBLE AND INTANGIBLE ASSETS

The Committee has considered the
assessmentsmade in relation to the
impairment of goodwill, brands, tangible
andintangible fixed assets, including land
and buildings, store assets and software
assets. The Committee received detailed
reports from management outlining

the treatment of impairments, valuation
rmethodology, the basis for key
assumptions (e.g. discount rate and
long-term growth rate) and the key drivers
of the cash flow forecasts. The Committee
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, including
consideration of the specific sensitivity
disclosures in the relevant notes. In
addition, the business plans detailing
management's expectations of future
performance of the business are Board
approved. The Committee is satisfied that
appropriate impairment of tangible and
intangible assets has been recognised.

@ Seenoctes1,5,14and 15 on p129,p141
and pt56-160

INVENTORY VALUATION
AND PROVISIONING

As adirect result of the restrictions on
non-essential retail imposed in response
to the Covid-19 pandemic, the Group's
ability to sell threugh existing Clething &
Home stock was deemed to be
significantly iImpacted, and additicnal
Clothing & Home inventary provisicning
was reguired at the end of last year
However, stronger trading particularly in
online, albeit at lower margins, has allowed
the Croup to continue to sell much higher
volumes of stock than assumed versus
the Covid-19 scenario. As a result, and
supported by the certainty provided by
vaccines and a clear government Covid-19
re-emergence strategy, a net credit

has beenrecorded. Thisrepresents a
significant release to the Covid-related
inventory provisions recorded in the
2019/20 financial statements, to align with
our latest estimates based on current
sales performance, offset by chargesin
the pericd relating to reassessment of
storage and fabric cancellation provisions.

Incremental provisions remainin place
where risk remains and include a provision
against excess slow-moving personal
protective equiprnent, committed to
during the peak of the first Covid-19
lockdown and incurred directly in
response to the Covid-19 pandemic,

The Commuttee considered the Group’s
current provisioning policy, the impact

of expected future expectations of
sell-through impacting the recoverability
of the cast of inventories held at the
balance sheet date and the nature and
condition of currentinventory. When
calculating inventory provisions, the
Croup has considered the nature and
condition of inventory, as well as applying
assumptions around the easing of
Covid-19 restrictions. The Committee has
concluded that such are appropriate.

The assumptions have been disclosed
inthe financial statements,

° See notes 1and Son plz9 and pidl



SIGNIFICANTISSUES CONTINUED

GOING CONCERN AND
VIABILITY STATEMENT

The Committee has reviewed the Group's
assessment of viability over a pericd
greater than 12 months. In assessing
viability, the Committes has considered
the Croup’s position presented in the
budget and three-year plan recently
approved by the Board. In the context
of the current challenging environment
as a result of Covid-19, a downside
scenario was applied to the plan.

This was based on the potential financial
impact from business disruptionasa
conseguence of ong, or more, of the
Group's principal risks and uncertainties
materialising and both the specific risks
associated with the Covid-19 pandemic
and the uncertain high street trading
environment. The Committee

has concluded thal these assumptions
are appropriate.

The Committee has alsoc reviewed the
Croup's reverse stress test that was
applied to the model. The Committee
has reviewed this with management
and is satisfied that this is appropriate in

supporting the Croup as a Going Concern.

In addition, the Committee received
regular updates on the steps taken

by management regarding liquidity,
including the extension of therelaxation
of covenant tests with the Group’s lending
syndicate of banks providing the £1.1bn
revelving credit facility, now up to and
including the period to March 2022.

The Committee is satisfied that these
measures have reduced liquidity risk.

© Seenotelon pl29

RETIREMENT BENEFITS

Following the significant reductionin
the pension surplus during the year, the
Committee has reviewed the actuarial
assumptions, such as discount rate,
inflation rate, expected return of scheme
assets and mortality, which determine
the pension cost and the UK defined
benefit scheme valuation, and has
concluded that they are appropriate.
The assumpticns have been disclosed
in the financial statements.

o Seenote 11 on p149

REVENUE RECOGNITION IN RELATION
TO REFUNDS, GIFT CARDS AND
LOYALTY SCHEMES

Revenue accruals for sales returnsand
deferred income in relation to loyalty
scheme redemptions and gift carg

and credit voucher redemptions are
estimated based on historical returns

and redemptions. The Committee has
considered the basis of these accruals,
aiong with the analysis of historical returns
and redempticon rates and has agreed with
the judgements reached by management.

° See note 19 on pl62

SUPPLIER INCOME

The Committee is satisfied that this
continues to be monitored closely by
management and controls are in place
to ensure appropriate recognitionin
the correct period. Further control
improvements are planned in the coming
year. The financial statements include
specific disclosuresin relation to the
accounting policy and of the effect of
supplier income on certain balance
sheet accounts,

© seenotelonpl29
VALUATION OF MARKS AND

SPENCER GROUP PLC COMPANY
ONLY INVESTMENT

Marks and Spencer Croup plc holds
investments in Group companies which
are reviewed annually for impairment.
Management has prepared an impairment
review based on estimated value in use of
the Croup. A partiat impairment reversal
of the prior year impairment charge has
been recorded (see note C6 investments
on page 185}). The Committee has reviewed
management papers outlining the key
assumptions used in calculating the

value inuse and is satisfied that these

are appropriate.
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AUDITCOMMITTEE REPORT CONTINUED

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 beenin post since the start of the
2019/20 audit. The external 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 reappointed as the Company’'s
statutory auditor for the 2021/22 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 Tender Processes and Audit
Committee Responsibilities) Order 2014
and the Corporate CGovernance Code.
There are no contractual obligations

that restrict the Committee’s choice of
external auditor.

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, viacompletion of a
guestionnaire, from a targeted group
that have regularinteractions with the
external auditor. The targeted group
include: the Chief Financial Officer,
Director of Group Finance, the four
Finance Directors for Clothing & Home,
Food, Internaticnal and Retail & Praperty,
the Head of investor Relaticns, Head of
Finance Group Reporting and Head of
Finance Business Services.
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The Committee was praovided with a
summary of the responses received
from management to assist with its
own considerations.

Feedback from the target groups was
overall positive. It was agreed that

the audit team had continued tobe
responsive and cooperative and had again
demonstrated flexibility and adaptability
inwarking with management day-to-day
to overcome the challenges faced both
throughout the year and during the year
end as a result of the pandemic and
continued remote working. Early
engagement throughout the year again
on anumber of key issues had been
appreciated and had allowed a number
of items to be addressed in advance of
the year end.

The audit partners continue to have a
good understanding of our business.

A common theme reflected a desire for
more engagement 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 marksandspencer.com/thecompany.

The Committee is satisfied that the
Company was compliant during the year
with both the UK Corporate Governance
Code and the FRC's Ethical and Auditing
Standards inrespect of the scope and
rmaximum permitted level 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 to prevent the objectivity

and independence of the auditor from
being compromised.

All nen-audit work performed by
Deloitte, with fees in excess of £50,000,
was put to the Audit Committee for
prior consideration and approval. For
non-audit work where fees were below
£50,000, approval was obtained by the
Chief Finance Officer and the Audit
Committee notified of all work falling
within this threshold. Further details
onnon-audit services provided by
Deloitte can be foundin Note 4 to the
financial staternents.

The non-audit fees to audit fees ratio for
the financial year ended 3 April 2021 was
0.09, comparad with the previous year's
ratio of 0.33:1. The majority of the £0.2min
non-audit fees paid in total to Delotte
during 2020721 was incurred for assurance
services provided during the year. These
comprised fees in respect of the Half Year
review, turnover certificates and, the
annual Euro Medium Terrm Note (EMTN)
programme renewal. It is normal practice
for such assurance services to be provided
by the Company’s statutory auditor.

No additional recurring cr 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 reasonable.




ASSURANCE AND INTERNAL CONTROL ENVIRONMENT

The Board assumes ultimate
responsibility 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 management
systems are designed to support the
business in actively managing risk, based
on our awareness of risk factors, rather
than to simply avoid risks, in order to
achieve business objectives, and can
only provide reasonable and nol
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 recent impact of Covid-19.

° See pd48-56 of the Strategic Report
for moreinformation on our principal risks
and uncertainties.

The key features of the Group’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 authority, policies and
procedures that cover financial planning
and reporting, preparing consolidated
accounts, capital expenditure, project
governance and inforrmation security,
and the Croup's Code of Conduct.

SOURCES OF ASSURANCE

The Board has delegated responsibility

for reviewing the effectiveness of the
Croup’s systems of internal control to the
Audit Committee, whichincludes financial,
operational and compliance controls

and risk management systems. The
Committee 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 hasbeen
reviewed periodically throughout the yearto
confirm it remains relevant for new and
emerging circumstances, particularly
changes during the pandemic which
impacted business priorities, ourrisk profile
and assurance activities. For exampie,
multiple lockdowns across all UK and
internaticnal locations impacted how food
safety audits were conducted at our own
sites and those managed and operated by
supptiers and franchise partners. The
findings and actions from Internal Audit
reviews are agreed with the relevant business
area, communicated to the Audit Committee
and tracked through to completion.

The work completed by Internal Audit
during the year focused on keyrisks
including information security,

preparations for the Ccado launch,
financial controls and new business
activity like external brands, as well as
areas driven by Covid-19, such as furlough,
supplier payments, elements of stock
management and food safety assurance
activities during the pandemic.

2.Management updates and risk
deep dives

As part of the Committee’s annual
calendar, it receives updates onrisk
managoement, matunty of control and
assurance activities from individual
business areas and functions. These
updates are complemented by Internal
Audit’s independent audits performed
within these areas.

3. Functional assurance

Abroad range of assurance activity has
been designed and deployed across

the business to target key risk areas, such
as ethical assurance, food safety, fire,
health and safety, and business continuity.
While reporting lines for these activities
are directly to business areas, the
processes and contrels of these functions
are periodically tested by Internal Audit.

4, Operational oversight

Senior management forums and
cormmittees provide oversight and
challenge on key risk areas withinindividual
business areas, cross-business programmes

and activities, such as business continuity,
fire, health and safety, transformation
projects, and Brexit. The cutput from these
discussions forms part of the cyclical
updates provided to the Audit Committee.

GOVERNANCE

The Croup was compliant throughout
the year with the provisions of the UK
Corporate Covernance Code relating to
internat controls and the FRC's revised
Cuidance on Audit Committecs and
Cuidance on Risk Management, Internal
Controland Related Financial and
Business Reporting.

The Committee has considered the
controls findings raised in the
independent auditor's report on pages 111
to 122, No other significant failings or
weaknesses were identified during the
Committee’s review in respect of the year
ended 3 April 2021 and up to the date of
this Annual Report.

Where the Committee has identified areas
requiring improvement, processes are in
place toensure that the necessary action
is taken and that progress is monitored.

Further details cf these processes

can be found within our full disclosure
of compliance with the UK Corporate
Governance Code at marksandspencer.
com/thecompany.

INTERNAL ASSURANCE FRAMEWORK

Source of in‘ormation

Frequency/nature of report’'ng

Internal Audit — Internal Audil Plan

Formal updates

— Regular reporls against Plan

-~ Follow-up of remediation

— Updates anfraud, whistleblowing
and other irregularity

— Adhoc engagement with
Lhe business inresponse to newf
emerging risks ar major incidents
- for example, Cowid-19

presented tothe
Commitiee at
each meeting

Updatesta the
Audit Committee Chair
as required

Management
updatesand
risk deep dives

Papers submitted onarange of
1Issues including:

- Information security

- Bribery

— Cade of Conduct

- GSCoP

— Financial control

— Risk deep dives from individuat
business areas and functians

Formal updates
presented to the
Committee annually
and as needed

Audit
Committee

Functional
assurance

Functionat audit activities
undertaken, including

— Food safety and integrity
—~ Ethical audits
— Trading safely and legally

Updates provided to
the Committee as part
of annual business
updates whare
appropriate and
asrequested

Operational

oversight

Forexample

— Compliance Monitoring
Committee
— Fire, Health & Safety Committees
— Customer &Brand
Protection Committee
— Business Continuity Commillee
— Business Unit Operating Reviews

Updates presented
tothe Committee
annually,

and as needed
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REMUNERATION

REMUNERATION OVERVIEW

66

Retailatitsheartisa
people business. The
Committee takes a keen
interestinall colleague
pay arrangements to
ensure fairness and
appropriateness of

pay principles across

the business.’,

Andrew Fisher,
Chair of the
Remuneration
Committee
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INTRODUCTION

Onbehalf of the Board, | am pleased to
present cur 2020/21 Remuneration Report.

The Remuneration Report provides a
comprehensive picture of the structure
and scate of our remuneration framework,
its alignment with the business strategy
and the rest of the workforce, as well as
the decisions made by the Committee
asa result of business performance for
this year and the intended arrangements
for 2021/22.

IMPACT OF COVID-19 ON
REMUNERATION ARRANGEMENTS

As highlighted in last year's report, the
Committee applied robust and proactive
discretion to the 2020/21 application of
the Remuneration Policy. This took the
form of cancelling the bonus scheme for
the year and mitigating against the risk of
windfall gains in Performance Share Plan
(PSP) outcomes by significantly reducing
the grant level for the year. In addition, and
with shareholders’ support, target setting
for the PSP award was delayed until
December 2020 to ensure, as best as
possible, that specific metrics were
challenging but achievable following the
significant impact of the pandemic.

The Committee remains focused on
ensuring flexibility in pay structures
allowing for appropriate reward and
recognition of executives, balanced
against shareholder interests and
uncertain externalinfluences. As detailed
earlierin this Annual Report, the events of
the past year have had a marked impact
oh customer behaviours, M&S's trading
results and the delivery of the
transformation. The transformation

plan has been turbocharged and a
reshaped business has been forged from
the pandemic. As such, the Committee
reflected on the appropriateness of the
executive pay framework. It concluded
that there remains sufficient flexibility in
the current structures and metrics and
alignment with the business plans to
motivate and reward strong performance
at both the Croup and individual level.

Following continued dialogue and
engagermnent with shareholders, the
Committee has agreed toreinstatein
full the incentive arrangement policies
previcusly approved by shareholders.
For 2021/22, executive directars will,
subject to the satisfaction of challenging
performance conditions, be eligible to
receive a bonus payment of up te 200% of
salary (split equally between cash and
deferred shares}and a PSP award of

the typical level, 250% of salary. The
Committee believes that this approach
is appropriate when retention and
motivation of the senior leadership team
remains critical. In approving this decision,
the Committee carefully censidered
how to appropriately reward executives
where a successful Covid-19 recovery
performance would be in the best
interests of shareholders and 70,000
M&S colleagues. Further details of the
specifics af these incentives are detailed
on pages 96 te 98 of this report.

SHAREHOLDER ENGAGEMENT
AND FEEDBACK

As referenced earlier, the setting of
performance targets for the 2020 PSP
award was delayed to allow the business
time to assess the intial impact of
Covid-19 on the business and to review
the proposed strategic measures in light
of the business’s response to the post-
pandemic trading environment. Ahead of
confirmation, the Committee consulted
with our majer shareholders (representing
almost 50% of total shares in issue) and
shareholder representative bodies to
discuss the proposed strategic measures
and targets.

This dialogue followed engagement

at the end of the last financial year
confirming the proposed approach to
delaying the targets and the weightings
of performance measures. As a result of
this ongoing process of consultation

and adjustments made to the proposed
measures and weightings disclosedin
last year's report, no further adjustments
to the proposed targets and strategic
measures were made. Shareholders were
positive in their feedback and we thank
them for their continued support.



Ihe Committee, represented by the Chair,
confirmed that targets set will support the
business over the remaining performance
period and are aligned with investor
expectations. The measures and targets
forthe 2020 PSP awards are detailed on
page 97 of this report.

in addition, to explicitly support key areas
of transformation delivery, the Committee
with the support of its shareholders,
introduced a basket of strategic measures
comprising 20% of the total award. Metrics
in this basket include digital growth and
food sates targets aligned with financial
plans and the provision of albetler
custormer experience in stores as a result
ofthe delivery of the strategic measures.
There will be no associated payment for
threshold performance levels. The
Committee is clear that the delivery of
these measures is vital to M&S's future
success, reward for partial achieverentis

STRATEGIC ALIGNMENT OF REMUNERATION FRAMEWORK WITH KPIS

not considered apprepriate. While
shareholders acknowledged that a
cliff-edge vesting for measures is unusual,
they recognised the clear message being
sent by the Committee and welcomed

the simplicity of these key targets.
Batanced against the remaining 80% of
the performance targets being measured
on a sliding scale, no significant issues
were raised during consultation.

STRATEGIC ALIGNMENT OF PAY

The Covid-19 pandemic has increased
focus at M&S on transformation, with a
view tc never being the same again.

The measures and targets used in M&S's
incentive schermes, namely those of the
Performance Share Plan and Annual
Bonus Schemne, were reviewed again during
the year to ensure alignment with the key
performance indictors (KPls) and strategic

priorities being used across the business.
The illustraticn below demonstrates this
strong linkage between the KPIs and
strategic priorities with executive
remuneration at M&S. This strength of
alignment will enable the Committee tc
ensure pay arrangements help to delivar
transformation and fulfil M&S's potential
for long-term sustainable growth.

The Committee will continue to
thoroughly review the pay structures

and incentive arrangements for the
senior leadership team to ensure strong
alignment hetweean the delivery of
business performance and the associated
remuneration arrangements, as the
business continues along this accelerated
transformation journey to emerge
stronger and more competitive.

o
4
Performance Annual Bonus g
KPI/Strategic priority As measured by Share Plan {PSP) Scheme (ABS) [
KPI Adjusted earnings per share (EPS) @ =4
@ SeeKPls  Return on capital employed (ROCE) Financial Results ® °
on 37 Group PBT before adjusting items (PBT) o
Strategic Food with Ocado re-positioned for growth ® ®
priority Delivering a reshaped and increasingly ® ®
@ See omni-channel Clothing & Home business Achievernent
St_rat_i.gm Accelerating the rotation of the Store Estate  against objectives ®
priorities - - -
onp? An International business focused on major ® ®
partnerships and online growth
2020/21 PERFORMANCE
® o @

ADJUSTED EARNINGS PER SHARE

1.1p

Adjusted EPSin 2020/21was | 1p This was
below Lhe 26 9pthreshold required for any vesting
under thiselement of the 2018 PSP award

USE OF DISCRETION

RETURNON CAPITALEMPLOYED

9.5%

Averagethree-year ROCE pecformance was 9 3%
Triswas belowthe required 11 1% threshold forany
vesting under this element of the 2018 PSP award

GROUF FPETBEFORE ADJUSTINGITEMS

£41.60m

As reportedinthe 2019/20 Directors Remuneration
Repart, as aresult of performance inthe prior
year andthe unprecedentedimpact of tho
Covid-19 pandemic, the Committec decided inat
for 2020/21 only, there would be no bonus scheme
‘noperatonforthe execut’vedirectors.

To ensure that pay outcomes
apprapriately reflect individual and
business perfarmance, together with
the wider econornic and societal
climate, the Committee has averriding
discretions on directors’ pay in addition
to the ability to apply malus, clawback
and responsible application of discretion
to override formulaic outcomes of the
incentive schemes.

During the year, the Cormmittee did not
apply any discretion to the variable pay
outcomes of the bonus and PSP. The
Committee agreed that the final vesting
of the 2018 PSP was reflective of the last
three years of M&S's performance and that
the Policy operated as intended.

Aswas disclosed in last year'sreport, the
Committee applied its discretion to cancel
the operation of the 2020/21 directors’
bonus scheme. The quantum of PSP
grants were also significantly reduced,
reflecting the Committee’s pro-active
decision to mitigate against future
windfall profits on vesting in view of the
impact of Covid-18 on the share price at
the time of grant.
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REMUNERATION OVERVIEW CONTINUED

WIDER WORKFORCE PAY ARRANGEMENTS

The Committee received regular and
varied updates during the year relating te
M&S pay arrangements. In addition to
those already cutlinedin the Committee's
remit, detailed discussions ranged from
hourly pay for stere colleagues, the review
of the pay and benefits package which was
undertaken during the year, to approving
anincrease n the Save As You Earn share
scherme savings Limit based on colleague
participation levelsin orior years.

The Committee welcomes the
collaboration with the Business
Involvernent Group (BIG) in recewving
direct feedback on colleagues’ views in
formal meetings. This dialogue ensures a
close link between the pay philosophies at

Customer assistant hourly rate progression

£10 00
£950
£330
£8 50
£800

£75C

20617 201718 2018/19  2019/20

£700

the most senior levels with those for the
brozder population and understanding at
a colleague level any pay concerns and
quiestions raised.

To demonstrate the Committee’s

keen interest in wider workforce pay
arrangements within M&S, we have this
year expanded disclosure on these
specific areas; see pages 88 and 89.

As referenced earlier in this Annual
Report, the business has taken great care
to support ali colleagues during the
Covid-19 pandemic, which the Committee
and the Board were supportive of Froma
pay perspective, these have included
supporting every colleague either to
self-isolate or shield themselves to do so

and the CEQ

~— Customer %
Assistant 130
hourly rate

chanhges 175
== CEC base

salary 120
changes

s

na

105

0o

a5

2020/ 202122

SINGLE FIGURE AND INCENTIVE SCHEME CUTCOMES

oh full pay; paying full pay for those
lower-paid colleagues placed on furlough;
and rewarding hardwoerking front-line
store and e-commerce distribution
colleagues with an additional short-term
15% supplementary payment.

For the financial year 2021/22 the hourly
rate for customer assistants increased by
5.6% to £9.50 an hour, compared with a 1%
increase for the CEQ. Between 2016 and
2021 the hourly rate paid to customer
assistants hasincreased by 24% and over
the same period the increase in base
salary for the CEO has totalled 4%, as
illustrated in the charts below.

Percentage change in pay for customer assistants

2016417 ZM7A18 2018/19 201920 2020/2) 2021/22

Asis shown in the table on page 94, the
total pay for the CEO was ¢ 1% lower this
year, reflecting the lapsein full of the
2018 PSP award. Payments made to the
CFO reflect the annual contractual
remuneration payments since his
employment on 8 June together with the
specific arrangements made to facititate
his recruitment. Further details are
provided on page 94.

Nane of the 2018 PSP will vest in respect
of the three-year performance period up
to 3 April 2021 Page 98 of this report
provides further detail on the specifics
of the targets set and the respective
achievement under each measure. The
rermit of the Cammittee is to ensure that
targets set are stretching yet achievable,
rewarding the delivery of sustainable,
ambitious long-term performance.
Vesting under the PSP rernains low when
reviewed in the context of the wider
market, However, the Committeeis
satisfied that this level of vesting is
reflective of the challenging business
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environment Steve Rowe and Archie
Norman have both highlighted earlierin
this Annual Report.

As previously disclosed, the 2020/21
Annual Bonus Scheme was not operated
for executive directors. To ensure
continued strong governance and
transparent reporting to shareholders,
andin line with the normal Committee
processes, executive directors continued
tobe measured against a scorecard of
individual objectives aligned with the
strategic priorities set out earlierin this
report. No financial payment will be
made in respect of their achievements.
The Committee discussed each director’s
achievernent against the relevant
individual performance targets and final
achievement against these individual
objectives and thisis detailed on page 96

of this report. In particular, the Commuttee

noted the strong and respensible action
taker by Eoin Tonge to strengthen
liquidity and preserve cashflow during
the pandemic.

Under Steve Rowe's leadership, M&S
successfully harnessed the impact of
Covid-19, ensuring the turbo charging of
the transfarmation while supporting
colleagues through this difficult period.

CEOQ single figure as a percentage
of maximum oppertunity

Annual
Banus



PAY ARRANGEMENTS FOR 2021/22

When reviewing salary levels, the
Committee considers a number of internat
and external factors, primarily the salary
review principles applied to the rest of

the organisation, but also Company
performance during the year and external
market data. As a result of performance in
the year and the considerable effort and
resilience shown by colleagues across the
wider organisation, despite the impact of
the Covid-19 pandemic, it was decided to
implerment salary increases in the wider
organisation of between 1% and 5.6%. The
Committee agreed to award a salary
increase of 1% to the executive directors,
This increase is aligned to the increase

awarded to other management celleagues.

As already referenced, the Annual Bonus
Scheme will resume operation for 2021/22
as per the shareholder approved Policy.
Performance willonce again be measured
against corperate financial targets
(currently 70%) and individual objectives
(20%). The Committee believes it remains
appropriate for PBT tc continue to
represent the largest element of bonus
potential as M&S seeks toreturnto
significant levels of profitabitity. The
maximum opportunity will remain at
200% of base salary.

The Committee continues to ensure

that the remunerztion framework for
executives is aligned with shareholder
interests. This means fully aligning
performance measures used inthe
incentive schemes with the business
strategy and setting targets which are
stretching and yet motivating for
directors. It 1s proposed that the 2021

PSP will maintain measures applied to
the 2020 PSP awards, being 30% adjusted
EPS, 30% ROCE, 20% relative TSR and
20% strategic measures. Given the
continuing uncertainty of the impact

of the pandemic on macroeconamic
factors, the Committee has again delayed
the setting of PSP targets. Targets will

be disclosed by 31 December 2021 and
will be discussed with sharehelders prior
to confirmation. Any targets proposed
will be set with reference to estimated
outturn, the business's Long-term
financial plans, consensus and brokers’
forecasts to ensure they are appropriately
stretching with maximum paymeants only
possible for significant outperfermance
of expectations,

Having reduced award levels in 2020 to
acknowledge the shareholder experience
of Covid-19 and to mitigate against
windfall gains, the Committee believes,
inlight of the return of the share price to
pre-pandemic levels, itis appropriate to
incentivise executives and ensure that
they remain aligned with sharehclders’
long-terminterests. It is therefore
intended to grant PSP awards of 250% of
salary in June 2021 to executive directors.
Indetermining the size of the 2021 PSP
awards, the Committee noted that as a
result of the share price recovery over the
last 12 months, fewor shares would be
awarded than in 2020. Further details are
set out on page 98.

SHAREHOLDING AGAINST
SHAREHOLDING GUIDELINES

The Committee is aware that an
executive’s level of shareholdingis one

af the measures used by investors to
determine the alignment of interests
between sharehclders and directors.
While the CEQ has not reached the
targeted level of shareholding within five
years of his appointment to the role, the
Committee is satisfied that this does not
reflect Steve Rowe's life-long commitment
to M&S. Rather, thisis a consequence

of the challenging targets set by the
business in its incentive arrangements,
The Committee recognises that the CEO
demonstrably continues to make sound
decisions in the best interests of M&S
shareholders and colleagues, including
the voluntary reduction in his contractual
pension arrangements that was reported
last year. That said, the Committee
continues tc keep a watching brief on
executives' shareholdings against targets
te ensure that their attentions are focused
onthe delivery of a positive shareholder
experience. The decisions implemented
for 2021/22 incentive arrangements

will help to provide an opportunity

for anincrease in shareholdings,

subject to achievement of associated
performance targets.

LOOKING AHEAD

Looking to the future, the Committee
intends to continue to review M8S’s pay
policies, ensuring appropriate alignment
between executive pay arrangements
and the wider workforce with a focus on
flexibility of reward and recognition in
uncertain times while maintaining
fundamental M&S values of fairness and
value for money. The Committee will
continue to carefully monitor the pay
frameworks at the most senior tevels and
the organisation’s incentive arrangements
with a focus on M&S being an employer
of choice where hard work and financial
results are appropriately recognised

and rewarded.

Asis detailed later in this report on

page 104, the Committee intends to also
discuss senior succession planning and
the link between Plan A and executive
reward, ensuring that solid foundations
are in place to nurture and develop the
leaders of the future, as M&S plans for
long-term financial and environmental,
social and governance (ESC) success.

Cn behalf of the Remuneration
Committee, | would like to thank our
shareholders for their continued
support and open dialogue during
this challenging year.

Andrew Fisher, Chair of the
Remuneration Committee

COVERNANCE
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REMUNERATION

REMUNERATION
IN CONTEXT

COLLEAGUE ENGAGEMENT

- Share ownership across our colteagues:
M&S1s a proud advocate of employee share
ownership The Board believes that this
supports colleagues to not only sharen
M&S's success but also to behave as
owners of our business, aligned 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
120m SAYE options in our ShareSave
scheme and over 3,000 colleagues hold
sharesinour Share Incentive Plan
ShareBuy. During the year, the Board
approved anincrease to the monthly
savings limit for the 2020 ShareSave
scheme, from £250 to £500. Over 67% of
colleagues benefiting fram the increased
lirmits are our front-line calleagues.

CONSIRDERATION OF COLLEAGUE PAY

The Committee monitors and reviews the
effectiveness of the executive reward
policy and its impact and compatibility
with remuneration policiesin the wider
workforce Throughout the year, the
Committee reviews the framewarks and
budgets for key cornponents of colleague
pay arrangements, together with the
broader structure of Croup bonus
provisions, which ensures appropriate
alignment with senior pay arrangements.

The Committee is provided throughout
the year with informaticn detailing pay
in the wider workforce, which gives
additional context for the Committee to
make informed decisions. The Head of
Executive Reward & Pay Governance
advises the Committee of the zpproach
which will be adopted with the
forthcoming UK pay review and

the Commuttee then considers the
executive directors pay inline 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 to executive directors and directors
betow the Board priar to their grant.
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- Direct engagement with our colleagues:
Since 2018, the Chair of the National
Business Involvernent Croup (BIG), our
colleague representative body, s invited
to attend a Remureration Committee
meeling each year 1o engage and
conhtribute onarange of topics and
aclivities During the year, representabives
frarm BIG have been engaged on anumber
of pay-related topics, beyond the executive
level, including encouraging colleagues
to participate in the review of our pay and
benefits package; and providing feedback
and support anincreasing the monthly
savings limit for our ShareSave scheme The
collaborative relationship that we have with
BIC strongly reflects our belief in the key
role that BIC plays in ensuring that the
Commitlee has greater visibility of the

The Committee receives updatesona
variety of colleague engagement
initiatives. During the year, we moved away
from an annual survey to more‘in the
moment direct feedback. The new
monthly digital colteague pulse tracks
colleague sentiment throughout the year,

This year, a thorough review of M&S's total
reward proposition was carried out and all
colleagues were asked to give their views
on the current reward package and to
hightight what really matters to them
both now and for the future. Over 14,000
colleagues provided their views. Resuits
were presented to the Remuneration
Cornmittee which discussed findings and
the proposed policy updates as a result of
colleagues feedback.

Colleagues are encouraged toraise
guestions at the periodic all-colleague
announcements led by the CEO. All
questions raised at this time are answered,
and comments made during the year
through surveys ar our network of elected
colleague representatives via BIG are
considered. The Head of Executive Reward
& Pay Covernance typically provides

an annual update to these colleague
representatives with an explanation of the
exgcutive directors’ pay arrangements
during the year, and they are able to ask
guestions on the arrangements and

their fit with the other reward policies

at thistime.

things that really matter to our colleagues
This also gives the Commities the
oppoartunity Lo explain and discuss our pay
practices and how executive pay aligns with
pay across the wider workforce Inaddition,
the Head of Executive Reward & Pay
Covernance provides updates to the
Comrmittee as appropriate on pay and
people-related issues during the year

- Paybudgets: Under the remit of the

Remuneration Commitlee, total budgeted
salary expenditure across M&S for salary
review s noted, as are bonus and share
scheme budgets ensuring principles for
reward allocation are aligned across the
full workforce, inclusive of seniorleaders

CONSIDERATION OF
STAKEHOLDER VIEWS

The Committee 1s committed to an
open and transparent dialogue with
shareholders onthe issue of executive
remuneration. Where appropriate,

the Committee will actively engage
with shareholders and shareholder
representative bodies, seeking views
which may be considered when making
any decisions about changes to the
directors’ Remuneration Policy.

The Committee seeks the views of

the largest shareholders 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 Committee
consulted on the proposed strategic
measures ang targets tobe applied to
the PSP The Committee, led by the Chair,
annually ergages in a process of investar
consuitation, which is typically in written
format, but has included face-to-face
meetings, telephone or video calls.

The Committee Chairis available to
answer guestions at the ACM and the
answers to specific questions are

oosted on our website.

As part of our socially responsible
reporting strategy, an annual shareholder
meeting is normally held and the
consideration of views on a variety

of topics, including executive pay,

is taken into account.



GENDER PAY GAP

The M&S median gender pay gap for the
year to April 202015 4.1%, compared with a
national average of 15 5%. The M&S mean
gap for Lhe same period 15 12.3%

During the year, we've made several steps
tofurther promote and enhance inclusion
and diversity at M&S, including hiring cur
first Group Head of Inclusion and Diversity
tofurther drive the agenda throughout
the business, via a new stralegy aimed at
creating aninclusive culture withina
diverse environment for our colleagues,
customers and communities.

We continue our partnerships with such
organisations as Business n the Community,
Retall Week's Be Inspired prograrmme {for
which a number of our senior leaders serve
as Armbassadors) and the 30% Club.

Our dynamicand fast-paced programme of
activity is supported by our seven colleague
networks, including the Cender Equality
Netwaork, all of which hold events, cetebrate
key events in the inclusion calendar, such as
International Women's Day and raise
imporiant discussions on gender equality
via their online social communities

We're proud that 73% of cur Customer
Assistants are wormen but we need todo
maore to encourage diversity insenior roles.
Inclusicn and diversity remains a key priority
forus Wewill not be letting our focus relent
through these challenging times.

4.1%

Gender pay gap {median)

PAY ARRANGEMENTS FOR

CHIEF EXECUTIVE’S PAY RATIO

25Lh percentile 50th percentile 75th percentile

Year Methodology ratig rat o ratip
2021 Option A 55:1 50:1 421
2020 Option A 641 59:1 51:1

As reported last year, the Committee
approved the use of Methodclogy A, as
set outin the regulations, as we believe it
te be the simplest, most appropriate and
robust way to calculate the ratio.

Cption Areguires the calculation of

pay and benefits of all UK colleagues to
identify the three colleagues at the 25th,
50th and 75th percentiles as at 3 April
2021 Thisis calculated on the same

basis as the CEO total single figure of
remuneration. The only exception being
the individual performance element of the
Annual Bonus Scheme applicable to the
relevant colleagues (when cperating) is
assumed to be the respective target value,
as the actual value is not known at the
time of producing the Annual Report.

This requires:

- Starting with colleague pay that was
calculated based cn actual base pay,
benefits, bonus and long-term
incentives far the 12 monthly payrotls
within the full financial year Earnings
for part-time colleagues are annuaiised
on a full-time equivalent basis to allow
equal comparisons.

— Adjusting the value of any bonus so that
it only reflects the amount earnedin
respect of the 2020/21 financial year

and does not include the value of any
deferred shares.

— Addingin the employer pensicn
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 colleague
population but do not include all
colleagues as at 3 April 2021.

The table above shows the ratio of CEO
pay in 2020/21, using the single total figure
remuneration as disclosed in Figure 7
{page 94) 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 this year is consistent with pay,
reward and progressicn policies for UK
colleagues as it reflects the consistent
approach to pay (pay freezes across the
whole company) along with M&S’s policy
tc pay for performance. The reductionin
the pay ratio this year is predominantly the
result of the reduction of the CEO single
figure value due to no long-term incentive
vesting in 2021 and the decrease in the
cost of benefits provided in the year.

Total pay and Total pay and

COLLEAGUESDURING COVID-19 Salary penefits Salary benefits

Pay data (£000) {£000) (£000) (£000)

The impact on our business during the year - 2015720 2019/20 2020/21 2020/21

was profound. For extended periods, most CECremuneration 828 1,205 834 1,068

if not all of our Clothing & Home store space UK colleague 25th percentile 18 19 18 20

was closed and our cafes and hospitality UK colleague 50th percentile 19 21 20 21
services have all been closed. Cur franchise -

business was alsc severely impacted, UK colleague 75th percentile 22 24 24 25

particularly in travel hubs. Despite these
intense pressures, we haverightly
recognised the incredible efforts of our
colleagues; around 27,000 colieagues were
provided with government support via the
Coronavirus Job Retention Scheme (CJRS).
This support was welcomed by our
colleagues whose roles were significantly
impacted by the restricted trading
environment. With alarge number of our
stores closed, a significant number of
redundancies have been avoided through
the benefit of the CJRS. To financially help
colleagues and their families during this
difficult period, M&S voluntarily ensured
that furloughed front-line colleagues
received full pay. A Colleague Support Fund
was set up to help colleagues experiencing
financial hardshig as a result of the
pandemic. In addition, vulnerable
colleagues needing to self-isolate or shield
have done so on full pay. M&Sis proud to
have been able to support our colleagues
in line with the values which underpin the
way we do business,

For those front-line colleagues continuing
towork, ashort-term 15% supplementary
payment was made in recognition of

their efforts.

PERCENTAGE CHANGE IN CEQ’S REMUNERATION

The table below sets out the change in the CEO's remuneration {i.e. 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 our workforce are based in the UK. Further details of the non-executive director pay

changes are shown on page 101

% change 2019/20 - 2020/21

Base salaryffees Benehts Annual banus
CEQ (Steve Rowe) 0% -36.8% -
Average non-executive director 0% 0% N/A
UK colleagues {average per FTE) 0% 0% -

There were no annual base pay increases
awarded to the CEQ, non-executive
directors or to colleagues in respect of
the 2020/21 financial year.

There has been no fundamental changein
the CEQ benefit offering. During periods
of national lock down, Steve Rowe drove
himself, rather than make use of the
chauffeur service, to ensure the safety

of his driver and maintain the required
social distancing.

No award under the Annual Behus
Scheme was made to estherthe CEC or
anyone else within the wider workforce
in either 2019/20 or 2020/21.
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:

REMUNERATION

SUMMARY

REMUNERATION POLICY

SUMMARY EXECUTIVE DIRECTORS' REMUNERATION POLICY (AS APPROVED ON 3 JULY 2020)

This report sets out a summary of M&S's policy on remuneration for executive and non-executive directors. The full Policy was

approved by shareholders at the ACM on 3 July 2020 and can be found on our website at marksandspencer.com/the company.
The Policy took effect from this date and is designed to attract, retain and motivate our leaders within a framework designed to
promote the long-term success of M&S and aligned with our shareholders’interests.

FIGURE 1: EXECUTIVE DIRECTORS’ REMUNERATION POLICY TABLE

ELEMENT OPERATION QPPORTUNITY
Base salary Salaries are payable in cash and are reviewed annually by the Commiltee considering 2 Norrrally inling with those in
number of factors, including external market data, historic increases made tothe indvidual  the wider workforce, although
and salary review principles applied to the rest of the organisation no maximum s set,
Benefits In line with our policies, directors are eligible Lo receive benefits which may include acar There is no set maximurmn,
or cash allowance and adriver, life assurance and relocation and tax egualisation allowances  however, any provision will
intine with our mobitity policies, be commensurate with tocat
Aswith all colleagues, directors are atsa of fered other benefits including colleague markelsand fo( alLlfempigyee
discount, satary sacrifice schemes and participation in all-employee share schemes share schemes is in Une with
’ ' local statutory imits
Pension Directors may participate in the Your M&S Pension Saving Plan (a defined conlnbution A maximum employer
bhenefits arrangement), on the same terms as all other colleagues. contribution currently of 12%
The defined benefit pension scheme is closed to new members Directors who are members 2;ii&?git\z:z;:é?iaﬁ;pmyee
of Lthis scheme will continue to accrue benefits as a deferred member. Y
From 3 July 2020, pension cash
supptements were removed for
future directors.
Annual Bonus Directors are eligible to participate in ths non-contractual, discretionary scheme. Total maximum annual
Scheme Performance is measured against one-year financial and individual performance targets potential of up to 200% of
including Limked with the delivery of Lhe business plan. At least hall of awards are measured against salary foreach director
Deferred Share financial measures which typically include Group PBT before adjusting items {PBT).
Bonus Plan Carporate and individual elements may be earned independently, bul no part of the
(DSBP) individual objectives may be earned unless a threshold level of PBT has been achieved, after
which up to 40% of maximum rmay be payable for the achievement of indvidual objectives
Not less than 50% of any bonus earned 15 paid in shares which are deferred for three years.
The Committee retains the right to exercise discretion, both upwards and downwards, to
ensure that the level of award payable s appropriate.
Malus provisions apply 1o the deferred share awards. Cash bonus payments are subject to
two-year clawback provisions. Clawback would be tnggered in specified events such as,
but not limited to, a material misstatement of the Company's audited results, an error in
calculation of the award, gross misconduct, or events or behaviour that have a detrimental
impact onthereputation of any member of the Group
Performance Directors are eligible to participate in the Performance Share Plan. This is anon-centractual,  The maximum value of shares
Share Plan discretionary plan and is M&Ss main long-term incentive scheme. Performance may be at grant is capped at 300% in
(PSP) measured against appropriate financial, non-financial and/or strategic measures Financial  respectof afinancial year
measures must comprise at least 50% of awards
Malus and ctawback provisions apply to these awards. Ctawback triggers include but are not
Limited to, a material misstatement of the Company's audited results, an error in calculation
of the award, gross misconduct or events or behaviour that has a detrimental impact on the
reputation of any member of the Group.
Awards are subject to a further two-year holding period after the vesting date.
Shareholding Direclors are required to hold shares equivalent invalue to a minimum percentage of their Forthe CEO, this requirement
Requirement salary wilhin a five-year penod from therr appointment date is 250% of salary For all other

Directors are required ta conuinue to haold their shareholding requirement, ar, f their level
of shareholding is below the requiremeant, their actual shareholding for two years after
leaving M&S

executive directors, the
requirement 1s 200%
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FIGURE 2: RECRUITMENT POLICY & SERVICE CONTRACTS

The table below summarises the Caompany’s policy on the recruitment of new executive directors. Similar considerations may also
apply where a director 1s promoted to the Board.

In addition, the Committee has discretion to include any cther remuneration component or award which it feels is appropriate,
considering the specific circumstances of the individual, subject to the Limit on variable remuneration set out below, The rationale
for any such component would be appropriately disclosed.

ELEMENT

APPROACH

Service
contract

- All executive directors have relling contracts for service which rmay be terminated by M&S giving 12 months notice and Lhe
individual giving ssemonths notice,

Base salary

— Salaries are sel by Lhe Committee, taking into consideration a number of factors, including the current pay for other executive
dircetors, the experience, shill and carrent pay level of the individual and exlernal market forces

Benefits

— The Committee will of fer a benefits package in line with our benefits policy for executive directors.

— Maximum contribution in line with our poticy for future executive directors (Currently upto 12% of salary).

Annual Bonus
Scheme

— Eligible totake part in the Annual Bonus Scheme with a maxinum bonus of 200% of salary inline with our policy for
executive directors.

PSP

- A maximum award of up to 300% of salary in Line with our policy.

COVERNANCE

Buy-out
awards

Pension
benefits

- The Committes may offer compensatory payments or buy-out awards, dependent on the individual circumstances of
recruitment, determined on a case-by-case basis

— The specifics of any buy-out awards would be dependent on Lhe individual circumstances of recruitment The Committee’s
intention would be that the expected value awarded is no greater than the expecled value forfeited by the indhvidual

FIGURE 3: TERMINATION POLICY

The Company rmay chocse to terminate the contract of any executive director in line with the terms of their service agreement either
by rmeans of a payment in lieu of notice or through a series of phased payments subject to mitigation. Service agreements may be
terminated without notice and, in certain circumstanceas such as gross misconduct, without payments.

The table below summarises our termination policy for executive directors under their service agreements and the incentive

planrules.

APPROACH

Base salary,
benefits and
pension
benefits

~ Payment made up to thetermination datein line with contractual notice periods

Annual Bonus
Scheme

— There s no contractual entitlement to payments under the Annual Bonus Scheme If the directoris under notice ornotin
active service at either the relevant year end or on the date of payment, awards (and any unvested deferred bonus shares)
may lapse The Committee may use its discretion to make a bonus award

incentive
awards

- Thetreatment of cutstanding awards is determined in accordance with the planrules

Repatriation

—~ M&S may pay for repatriation where a director has been recruited from overseas,

Legal
expenses &
outplacement

I Long-term

— Where adirector leaves by mutual consent, M&S may reimburse for reasonable legal fees and pay for professional
outplacement services

The full Policy sets out further detail on the treatment of the executive directors’ pay arrangements, including the treatment of share
schemesin the event of a change of controt or winding up of the Company.
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SUMMARY REMUNERATION POLICY CONTINUED

APPLICATION OF REMUNERATION POLICY

The charts below provide an illustration of what could be received by each of the executive directors in 2021/22 under the Policy.
These charts are illustrative, as the actual value which will ultimately be received wilt depend con business performance in the year
2021/22 (for the cash element of the Annual Bonus Scheme) and in the three-year period to 2023/24 (for the PSP), as well as share
price performance to the date of the vesting of the PSP awards in 2024.

DIRECTORS BASIS OF CALCULATIONS AND KEY
Steve Rowe Fixed Fixed remuneration only @ Fixed remuneration
£009 £5,824 No vesting under the ABS and PSP. Includes all elements of fixed remuneration:
£4,781 Target Includes the followingassumptions  _ Base salary (effective 1 Juty 2021), as
for the vesting of the incentive shown inthe table on page 95.
components of the package.
44% P -p ¢ — Pension benefits as detailled on page 85.
£2.268 — ABS: 50% of maximum, assumes . .
s ne share price growth. - Bemeﬁts(gsmg the valgefor2020/21
35% 29% included in Lhe single ligure table on
£1,009 37% - PSP 20% of 250%, assumes no page 94). For Egin Tonge this excludes
100% { 45% l 21% share price grewth his temporary relocation allowances.
Fixed Target Maximurm Maximum Maximum Includes the following assumptions @ Annual Bonus Scheme (ABS)
+50% forthe vesting of the incentive
. components of the package: Represents the potential total value of the
Eoin Tonge ) ¢ annual bonus for 2021422 Half of any bonus
fooo - ABS:100% of maximum, b would be deferred inlo shares for three years
£4,45 assumes no share price growt andthis isincluded in the value shown
£3.395 - PSP:100% of 250%, assurmes no @Fsp
449% 54% share price growth. 7
1589 L Maximumn  Includes the followng assumptions PSP represents the potential value of the
195 | 37% 20% +50% share for the vesting of the incentive PSP to be a\_varded 11 2021, which would vest
£683 38% v - ments of the package: 1N 2024 subject to the relevant performance
100% | 43% 19% 17% pr:\:th omponents o package: Largets. Awards would Lthen be held for a
Fxed Target Maxsmum - Maximum 9 — ABS 100% of maximum, further two years.
»50% assumes no share price growth

— PSP:100% of 250% with 50%
share price growth.

— Grant share price {or the
purpose of demonstrating the
50% growth taken as closing
share price at 2020/21 year end.

FIGURE 4: SUMMARY OF REMUNERATION POLICY

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 and fixed te performance-related pay
15 currently appropriate for M&S's strategy and risk profite.

Year 1 Year 2 Year 3 Year 4 Year 5

Fixedpay - Basesatary
-Benefits
- Pension bencfits

Aannual -Uote 10D salary -Ugnto 100% satary (deferred shares)
z :::::ae feash) - Three-year deferral per od
s - One-year -No further performance conditions
= perfarmance
e ~Clawback - Malus provis 075 2poly

provisions aoply

PSP -Max-mum 300% of salary - Twa-year nalding oerod post-vest hg
~ Trree-yearperformance ~ o further performance cond tions
- Malus prowvisions apply -Clawpack prows ons apoly
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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 — Feesare reviewed annually and are determined by the Remuneration Committee.
fees - Total fee comprises the non-executive director basic fee and the additionat fee for undertaking the role.
— The maximum aggregate fees for the non-execulive directors basic fees, including the Chairman’s basic fee, s £750,000 p.a
as set out inour Articles of Association.
Non-executive - Feesare reviewed annually and are delermined by the Chairman and executive directors
dire'ctor’s — The maximum aggregate non-executive director basic fees, including the Chairman,1s £750,000 p.a. as set cul inour
basic fee Articles of Association.
Additional Additicnal fees are paid for undertaking the extra responsibilities of.
fees — Board Chairman.
— Senior Independent Director
- Committee Chair
Benefits — InUne with our other colleagues, the Chairman and non-executive direclors are entitled to receive colleague discount.
— The Company may reimburse the Chairman and non-executive directors for reasonable expenses in performing their duties
and may settle any tax incurred in relation to these.
— The Chairman may also be entitled to the use of a carand driver
Share — Al non-executive directors, including the Chairman, are required to build and maintain a shareholding of at least 2,000 shares
Ownership upen joining M&S.

This shareholding must be held for the period of their tenure.

REMUNERATION FRAMEWORK FOR
THE REST OF THE ORGANISATION

GOVERNANCE

Around 170 of M&S's top senior executives
may be invited to participate in the PSP,

AlLUK colleagues areeligible to
participate in the Your M&S Pension Saving

M&S's philosophy is to provide a fair
and consistent approach to pay.
Remuneration is determined by level
and is broadly aligned with those of
the executive directors.

Base salaries are reviewed annually and
reflect the local labour market.

measured against the same performance
conditions as executive directors. Award
levels granted are determinedto be
aligned with market practice and reflect
anindividual's level of seniority aswell as
their performance and potential within
the business.

Plan on the same terms as the executive
directors. In addition, all UK colleagues
are provided with life insurance and
colleague discount, and may choose

to participate in the Company's
all-employee share schemes and

salary sacrifice arrangements.

A significant number of colleagues are
eligible to be considered to participate in
an annual bonus scheme which is partially
determined by Group PBT performance.
For M&S’s most senior executives, part

of the bonus is deferred into shares for
three years.
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REMUNERATION

REMUNERATION REPORT

EXECUTIVE DIRECTORS'REMUNERATION

Each year, the Remuneration Committee only is the framework strategically aligned  The diagram below (Figure 6) details
assesses the current senicr remuneration tothe delivery of business priorities, the achievement of each executive
framework to determine whether the but also that payments made during the director under the Company’s incentive
existing incentive arrangements remain year fairty reflect the performance of the schemes as aresult of short-and long-
appropriately challenging in the context business and individuals. A significant term performance to the end of the

of the business strategy, fulfilcurrent preportion of the performance measures reported financial year and summarises
external guidelines and are alignedwith a usedintheincentive schemes are the main elements of the senior

range of internal factors, including the integrated with M&S's key performance remuneration framewcrk. Further details
pay arrangements and policies indicators (KPIs) and strategic priorities of payments made during the year are
throughout the rest of the organisation. detailed in the Strategic Report, as set out in the table below (Figure 7} and
Inits discussions, the Remuneration illustrated on pages 37 and 7 respectively. later inthisreport.

Committee aims to ensure that not

FIGURE 6: REMUNERATION STRUCTURE 2020/21

e . . |
Fixed pay + Annual benus + PSP = Total pay for 2020/21

200% of salary maximum 250% of salary awarded
Base salary ponus opportunity in 2018
"""""" B (with 50% deferral) TTTTTTTTTommmmemmessooooees

Measured against a balance
"""""""""""""""""" of Group PBT before

adjustingitems and
individual performance

Measured against adjusted
EPS, average ROCE and TSR
Achievement was 0%
against targets set

Total payments are

€.22% of maximum
potential

Pension benefits

No salary increase inline . !
Y Bonus netin operation

with other M&S colleagues 0% of award vested

© For more information see p96 © For moreinformation see p98

FIGURE 7: TOTAL SINGLE FIGURE REMUNERATION (AUDITED)
L ) ' ' I ___J B |

Salary Benefits Totak Total PSP Pensions Total RSP Total Total ‘Total
bonus vested benefits granted pay fixed pay variable pay
£000 £000 £000 £000 £000 £000 £000 £000 £000
D rectar Year
Steve Rowe 2020/21 834 31 o] 0 203 - 1,068 1,068 0
2019/20 828 37 0 137 203 - 1,205 1,068 137
Eoin Tonge 2020/21 489 105 0

0 39 1,316 1,949 1,949 c
(from 8 June 2020) 2019/20 _ Z _ _ ~ - ~

Note that the value of the PSP awards vesting in 2013/20 has been restated te reflect the actual share price on the date of vesting, £1.11.

In line with the approved Recruitment Policy, Ecin Tonge's Restricted Share Plan (RSP) award reflects the total face value of share
awards granted to compensate him, on a fair value basis, for Greencore Greup plc awards forfeited on joining M&S. The fair value was
calculated to take account of the original performance period and the estimated satisfaction of the performance conditions of the
ariginal awards. The vesting timeline for the first tranche of this award is in Line with the time horizons of the original awards. For the
remaining tranches the criginat time horizon has been extended by six months. In addition, as part of his recruitment package,

Eoin also received the benefit of a home search, temparary accommodation and relocation aliowances (£83,000) and a travel
allowance (£15,000).
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SALARIES

When reviewing salary levels, the
Committee takes into account a
number of internal and external factors,
including Cecmpany performance
during the year, external market data,
historic increases made to the individual
and, toensure a consistent approach,
the salary review principles applied to
the rest of the organisation.

As detailed in last year's report, for salaries
effective July 2020, in light of the Covid-19
pandemic and the salary freeze across the
wider organisation, the Committee
discussed pay arrangements for all

FIGURE 8: SALARIES

colleagues and decided it was appropriate
to also freeze the salary for Steve Rowe.
Eoin Tonge joined the Company on 8 June
2020, his salary on jeining was £600,000.

For salaries effective July 2021, in line with
increases for management positions, the
Committee has awarded Steve Rowe an
increase of 1%, making his salary £842 845.
Eoin Tonge was similarly awarded an
increase of 1% of salary. Effective 1 July
2021 his salary willincrease to £606,000.
Across the wider population salary

increases ranged from 1% for management

roles to 5.6% for customer assistants.

The next annual salary review for the
executive directors witl be effectivein
July 2022

The table below details the executive
directors' salaries as at 3 April 2021

and salaries which will take effect from
1 July 2021,

Annualsalary  Annual salary

as of asof Cnangein

3Apnl 202 1 duly 2021 salary

£000 £000 %Increase

Steve Rowe 834.5 842.8 1%

Eoin Tonge 600.0 606.0 1%
BENEFITS (AUDITED) PENSION BENEFITS (AUDITED)

The Remuneration Policy permits that
each executive director may receive a car
cr cash allowance as well as being offered
the benefit of a driver. During the year,
intieu of a car allowance, Steve Rowe
received a car and the benefit of a driver
during periods when England was not
under lackdown. Eoin Tonge does

not receive a car or cash allowance.

To facilitate Eoin Tonge's recruitment
and relocation, he was provided with
termporary short-term travel and
accommadation allowances. The total
cost of this provision isreflected in the
single figure table.

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.

FIGURE 9: PENSION BENEFITS (AUDITED}

During the year, Steve Rowe received a
cash payment in lieu of participation in
an M&S pension scheme. As reported last
year, the CEO has agreed that his pension
cash supplement be reduced to zero
cver a three-year period For 2021/22,

the CEQ's total annual cash supplement
will be reduced by one-third to £135,000
and will be reftected in the single figure
table in next year's report.

Steve Rowe is & deferred member of the
Marks & Spencer UK Pension Scheme,
Details of the pension accrued during the
year ended 3 April 2021 are shown below.

Eoin Tonge is a member of the Your M&3
Pension Savings Plan, as described on
page 90. Eoin contributes 6% of his salary
into the scheme and the Company
matches this with a 12% contribution.

The value of the Company’s contribution
in the yearis shownin Figure 7 on page 94.
This is the maximurm level of contribution
offered by M&S and is consistent with the
terms available to ail other colleagues.

Accrued Increase n - Trang’ervalue

penson Additional Increase  accrued value of total

Narmal cntitlementas  value onearly inaccrued (net of accrued

retirement at yearend retirement value inflation) pension

age £000 £000 £0O00 £Q00 £000

Steve Rowe 60 1597 0 0.7 0 4998

The accrued pension entitlement is the deferred pension amount that Steve Rowe would receive at age 60 if he left the Company on

3 April 2021 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
tc another pension provider on transferring 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.
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REMUNERATION REPORT CONTINUED

ANNUALBONUS SCHEME

ANNUAL BONUS SCHEME 2020/21 (AUDITED)

As wasdisclosedin last year'sreport, the
Committee took decisive action at the
start of the pandemic, and cancelled the
executive directors’' bonus scheme for
2020/21. Despite this,the Committee
continued to review the achievernent of
the individual ocbjectives aligned with
the strategic pricrities set at the start of

the financial year to fulfil its remit and
to enable transparent disclosure to
shareholders The table below describes
the achievements of the executive
directors, without disclosing the specific
targets associated. These targets are
considered commercially sensitive.

The Committee will continue to assess

the commercial sensitivity of targets with
the aim of disclosure wherever possible.

The Committee ensures that targets set
are the relevant drivers of required annual
performance, recognising that it operates
in the context of a highly competitive
market and uncertain market conditions.

FIGURE 10: INDIVIDUAL OBJECTIVES (AUDITED}

Director Individual

Steve Rowe Broadening M&S Food appeal
Significanl overhaul of Food ranges and value position along with repurposing of space towards core categories allowing the
loss offset of convenience trade Family focused innovation and the broadening appeal of Food led to strong Christmas and
Easter sales performance
Food distribution
Significant Food cost reductions and synergy savings from Ocado growlh Better Food availability through the Vangarde
supply chain programme and food waste reductions.
Turbocharging anline growthin Clothing & Home and Food
Suecessful launch of M&S products on Ocado from 1 September 2020. Positive custormer response with M&S products forming
25% of sales, outperforming Waitrose
Suceessful relaunch of Sparks with over 10m members reached. Creation of M52 to further enhance the Sparks data insights
for customer personalisaticn
Progressive increase in growth in online sales throughout Lthe year satisfied by the Castle Donington distributicn centre and
the expansion of BOSS capability resulted in overall online sales growth of 53 9%.
Establishing a store estate for the new world
15 Food stores renewed with a further 16 opening in the coming months, with the efficiency of a supermarket and the 'soulof a
fresh food market” offering custormers quality produce, ambient, grocery and frozenin a distinctive environrment
Re-evaluated store estate roadmap and locations as part of Lhree-year plan, Renegotialed rental arrangementsto churn
Simply Foods Launched five 10x stores as part of the omni-channel Clothing & Home strategy.

Eoin Tonge Restore M&S to sustainable, profitable growth
Delivery of a stronger balance sheet than expected through investment in technology to reduce fixed costs, reduction in
discretionary costs, managed stock flow and a focus on warking capital,
Cashflowwas preserved through a combination of actions including new terms with suppliers, adiustments to arrangements
wilh landlords and careful management of capital expenditure.
Strengthened liquidity by reducing net debt, refinancing 2022 finance commitments and managing standby bouidity with
the banks
impiemented an effective planning and review process in annual and three-year financial planning including iImprovements
to budgeting
Accelerate the transformation in Finance capability across the organisation
Successful recruitment and onbeoarding of high calibre Finance leaders Lo buitd a strong new management tearm to support
the family of businesses

DEFERRED SHARE BONUS ANNUAL BONUS SCHEME FOR 2021/22

PLAN (AUDITED)

Currently 50% of any bonus payment is
compulsorily deferred into shares. These
awards vest after three years subject to
continued employrment as well as malus
provisions. As no bonus was awarded in
respect of performance year 2019/20,
no share awards under the Deferred
Share Bonus Plan (DSBF) were made
during the year. In relation to the 2020/21
performance year, as the Annual Bonus
Scheme did not operate, there will be no
awards under the DSBP made in 2021,
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During the year, the Committee reviewed
the 2021/22 scheme, considering the
accelerated transformation programrme
taver the Sarme Again togeather with
bonus arrangements elsewhere in

the business.

The Committee was satisfied that the
structure of the annual bonus scheme,
as approved by shareholders at the 2020
AGM, remains appropriate. Subject to the
achievernent of stretching targets, set in
line with the 2021/22 financial plan, the
scheme provides for a competitive honus
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 Croup
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; noindividual element
may ke earnad untd a threshold level of
PBT is achieved.



ANNUAL BONUS SCHEME CONTINUED

may use its judgement to adjust
outcomes to ensure that any payments
made reflect overall business and
individual performance during the year.
Any discretion applied will be clearly
disclosed and justified.

The performance targets for the 2021722
Scheme are deemed by the Board to be
too commercially sensitive to disclose

at this time as they are not disclosed
elsewhere in the report. Where possibie,
they will be disclosed in naxt year'sreport.
The Committee, in its absolute discretion,

The remaining 30% of the bonus will

be measured against a scorecard of
individual cbjectives, identified as the
measurable key priorities required to drive
the continued transformation of M&S.

CORPORATE TARGETS INDIVIDUAL OBJECTIVES

Scorecard of
individual

Group FBT before adjusting items PBT measures

Mrector %bonus %bonus  Measures

- Crealion and implementation of revised Executive
Committee structure and roles and the development
of strong succession plans

- Delivery of the transfermation programme in
Clothing & Home.

- Reset the strategtc relatronship with Ocado regarding
platform integration, data sharing, infrastructure and
category strategy.

- Revitalise Plan A,

Steve Rowe

-Drive afocus on financial delivery of critical transformation
strategies in Propertyand supply chain.

-Design and deliver cntical Croup investment evaluation
processes and models.

-Shape and strengthen the balance sheet.

-Deliver step change in the control envirenment.

Eoin Tonge

PERFORMANCE SHARE PLAN{PSP)

PSP AWARDS MADE IN 2020/21 (AUDITED)

As reported last year, between September
2019 and January 2020, the Committee
reviewed the long-termincentive
framewcrk at M&S, assessing the extent to
which it remained suitable and actively
ceonsulted with shareholders during

this time. As part of this review and
engagement process and taking into
account shareholder feedback, it

was determined that 20% of the PSP
award would be based upon strategic
transformation goals relevant to the
achievemnent of the business strategy
over the next three years. The remaining
80% of the award would be based on

EPS (30%), ROCE (30%) and relative TSR
(20%) similar te recent years.

TSR is measured against a bespoke group
of 13 companies taken from the FTSE 350
General and Food & Drug Retailersindices,
reviewed pricr to grant to ensure the
constituents remained appropriately

aligned to M&S's business operations to
best reflect the value of shareholders’
investment in M&S over the respective
performance pericd These companies
arelisted in Figure 12.

Recognising the material fall in share
price, the Committee significantly
reduced the quanturn of the PSP grant
for 2020 only from the typical 250% of
salary to175% of salary. The grant was
made on 6 July 2020.

Having taken the decision ta delay target
setting, the Committee consulted with
shareholders on the proposed targets
and received support for the action taken
to reduce awards and for the proposed

targets and strategic measures. F-or clarity,

the Food like-for-like sales growth

excludes sales on Ocado as around 95% of
M&S product sold on Ocado does not pass
through the M&S network. Ocado sales are

incarporated into the EPS figures.

The strategic targets are deemed too
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 are

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 increasing to 100%
on a straight-line basis between threshcld
and maximum performance. For strategic
measures ne payment shall be made if the
targetis not achieved. This supports the
Committee’s view that delivery of these
strategic measures is critical; payment

for achievement below the targetis not
appropriate. Detailed targets can be seen
inFigure 11,

FIGURE 11: PERFORMANCE CONDITIONS FOR PSP AWARDS MADE IN 2020/21 (AUDITED)

Details
2020/2) award measures Weighlting Threshold Maxirnum
Adjusted EPS in 2022/23 (p) 30% 13p 22p
ROCE in 2022/23 (%) 30% G% 12%
Relative TSR 20% Median Upper guartile
Strategic measures M&S.com growth
20% Food like-for-like sales

Store staff cost to sales ratic
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REMUNERATION REPORT CONTINUED

PERFORMANCE SHARE PLAN {PSP) CONTINUED

FIGURE 12: TSR COMPARATOR GROUP 2020/21 AWARDS

JSainsbury ASOS Dunelm Group N Brown Group
Wm Morrisons B&M European JD Sperts Fashion Next
Tesco Dixons Carphone Kingfisher Frasers (formerly Sports Direct Internationat)
WHSmith
FIGURE 13: PSP AWARDS MADE IN 2020/21 (AUDITED)
Threshgld Face value Endof
Basis of award level of of award performance
% of salary vesting £000 period Vesting date
Steve Rowe 175% 20% 1,460  01/04/2023  06/07/2023
Eoin Tonge 175% 20% 1,050 01/04/2023  (06/07/2023

PSP grants were made as a conditional share award. When calculating 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 prior to the date of grant. Far the 2020 award,
the share price was calculated as £1.00, being the average share price between 29 June 2020 and 3 July 2020.

FIGURE 14: PSP AWARDS VESTING IN 2020/21 (AUDITED)

For directars in receipt of PSP awards granted in 2018, the awards will vest in July 2021 based on three-year performance over the
period to 3 April 2021, Performance has been assessed 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 either for share price movements or for formulaic vesting outcomes.

Details of performance against the specific targets set are shown in the table below.

The total vesting values shownin Figure 15 directly correspond to the figure included in the single figure table on page 94.

Adjusted EPSin

Average ROCE

2020/21  (20°B/19-2020/21)
(2] (%) TSR
I
‘Total vesting
% of award

208/19 award 143 of award 1f3of award 1/3of award
Threshold performance 269 11 Median
Maximum performance 327 141 Upper guartile
Actual performance achieved 1 92 Below median

Percentage of maximum achieved 0% 0% C% 0%

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 Ccade Retail Limited. The original targets were EPS 31.7p-38.7p and RQCE 1

FIGURE 15: VESTING VALUE OF AWARDS VESTING IN 2020/21 (AUDITED)

3.0%-17.0%.

Ongrant At the end of performance penod (2 April 2021)
. L1 |

Dividend "
Number of ocquivalents Impact .of Total vesting

snares granted accrued during share price of award

(incl nghts.ssue %of salary  theoerformance Numberof Nurmoer of performance EQo0
adjustrment) granted period snares vest ng snares lapsng

Steve Rowe 680,545 250% 52935 0 733,480 - £0k

Dividend equivalents accrued during the performance period have been included in the table above.

PSP AWARDS TO BE MADE IN 2021/22

During the year, the Committee reviewed the long-term incentive framework at M&S, assessing the extent to which it remained
suitable While the 2021 PSP will maintain the measures used for the 2020 PSP awards (30% adjusted EPS, 30% ROCE, 20% relative

TSR and 20% strategic measures), given the continuing uncertainty of the impact of the pandemic on macroeconomic factors, the
Committee has again decided to delay the setting of PSP targets. The targets will be disclosed by 31 December 2021 and will be
discussed with shareholders prior to confirmation. Having reduced award levels in 2020 to acknowledge the shareholder experience of
Covid-19 and to mitigate against windfall gains from directors’ awards, the Coemmittee believes, in light of the return of the share price
to pre-pandemic levels, itis appropriate to incentivise the executives and ensure they remain aligned with shareholders long-term
interests. It is intended to grant PSP awards of 250% of salary for 2021, noting that the expected number of shares to be granted will

be fewer than in 2020 as a result of the share price recovery over the (ast 12 months.
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RESTRICTED SHARE PLAN (RSP)

RSP AWARDS MADE TO EOIN TONGE IN 2020/21 (AUDITED}

Asreported last year andin line with the For the purpeses of this award, the share Facfvams et el of oost vest
approved Recruitment Policy, Eoin Tonge price was calculated as £1.00, being the R e ‘ﬁ,J;;_ﬁ;,:gg
received replacement share awards to average share price between 29 June 2020

compensate for the awards that he and 3 July 2020. The vesting timeline for >26 10/12/2020 10/12/2022
forfeited on resigning from Creencore the first tranche of this award is in line 526 24/06/2022 24/06/2024
Group PLC. The fair value of these with the time horizens of the original 263 16/06/2023 18/06/2025

conditional share awards was calculated
taking account of the ariginal
perfarmance period and estimated

awards; for the remaining tranches, the
original time horizon has been extended
by six months.

Dividend equivalents will be paid onthe
vesting date based on the number of
vested shares.

satisfaction of the performance
conditions of the onginal awards.

FIGURE 16: DIRECTORS’ SHAREHOLDINGS (AUDITED)

The table below sets out the total number of shares held by each executive director serving on the Board during the period to
3 April 2021. 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
between the end of the financial year and 25 May 2021. No director had aninterest in any of the Company's subsidiaries at the statutory
end of the year.

Unvested 3

z

with Without <

performance performance 5

condilions conditions Vested g

Snares owned Performance Restricted Share uncxercised o

outnght SharePlan Plan aptions L
Steve Rowe 562,662 3,228,450 - -
Eoin Tonge 277999 1,049,538 789,252 -

FIGURE 17: SHAREHOLDING REQUIREMENTS INCLUDING POST-CESSATION (AUDITED)

All executive directors are required to hold shares equivalent in value to a minimum percentage of their salary within a five-year period
from their appointment date. For the CEG, 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 Board level.

The chart below shows the extent to which each executive director has met their target shareholding as at 3 April 2021. For Steve Rowe,
his 250% shareholding reguirement is measured from the date he was appointed CEC. Althcugh the respective target has not yet been
achieved, the Committee is satisfied that no shares granted or held have been sold by either the CEO or his related parties and that the
CEO’sinterests remain strongly alignad with shareholders.

For the purposes of the requirements, the net number of unvested share awards not subject to performance conditions isincluded
and is reflected in the chart below The Committee continues to keep both shareholding requirement guidelines and actual director
shareholdings under review and will take appropriate action should they feel it to be necessary.

Supporting the Committee’s intenticn to drive long-term, sustainable decision-making for the benefit of M&S and our shareholders
and inline with the 2018 Code changes and the Investment Association's updated guidelines, in 2020 the Comnmittee approved the
extension of shareholding guidelines beyond the time at which an executive director leaves M&S. Directors are required to maintain
their minimurm 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 onwards to be heldin a
norminee vehicle to ensure the successful operation of this policy.

For the purposes of this calculation, an average share priceis used toreduce the impact of share price volatility on the results. The
average share price for the year was £1.16, with resultant shareholdings illustrated in the chart below. At 3 April 2021, the share price
was £1.524, which would increase the CEO’s and CFQO’s total shareholding by 33% {106% of salary) and 31% (177% of salary) respectively.

Steve
Rowe

| 81% 250% of salary

Eoin
[

Tange |135%

200% of salary

@ Shares owned outnght @ Unvested DSBP/RSP shares  Shareholding requ rerment
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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS’REMUNERATION CONTINUED

EMPLOYEE SHARE SCHEMES

ALL-EMPLOYEE SHARE SCHEMES
(AUDITED)

DILUTION OF SHARE CAPITAL BY EMPLOYEE SHARE PLANS

Executive directors may participate in
both ShareSave, the Company’s Save As
You Earn Scheme, and ShareBuy, the
Company’s Share Incentive Plan, on the

same basis as all other eligible colleagues.

Further details of the schemes are set out
in note 13 to the financial statements on
pages 153 to 155.

Awards granted under the Company's
Save As You Earn Scheme and
discreticnary share plan can be

met by theissue 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 theirimpact on dilution limits. The
Company’s usage of shares compared
with the dilution limits set by the
investment Association inrespect of alt
share plans (10% in any rolling ten-year
period) and executive share plans

(5% in any rolling ten-year period)

asat 3 April 2021is as follows:

FIGURE 18: All share plans

Actual 8.86%
Limit 10%
FIGURE 19: Executive share plans

Actual 2.28%
Limit 5%

FIGURE 20: EXECUTIVE DIRECTORS’ INTERESTS IN THE COMPANY'S SHARE SCHEMES (AUDITED)

Maximum Dividend Maximum
receivableat Awardedduring  Exercised during Lapsedduring equivalents receivable at
29 March 2020 the year the year the year accrued 3April 2021
Steve Rowe
Performance Share Plan 2,499,156 1,459,732 267,878 566,932 104,372 3,228,450
Deferred Share Bonus Plan 90,744 - Q0,744 - - -
SAYE 9,557 21,951 - 9,557 - 21,951
Total 2,599,457 1,481,683 358,627 576,489 104,372 3,250,401
Eoin Tonge
Performance Share Plan - 1,049,538 - - - 1,049,538
Restricted Share Ptan - 1,315,420 526,168 - - 789,252
SAYE - 21,951 — - — 21,951
Total - 2,386,909 526,168 - - 1,860,741

The aggregate gain for Steve Rowe arising in the year from the exercise of awards granted under the DSBP and the PSP totalled
£395 471 based on therespective share price on the date of exercise of £1100 and £1.113. The aggregate gain for Eoin Tonge arising
during the year from the exercise of awards granted under the RSP totalled £718,845 based on a share price on the date of exercise
of £1.3661. The market price of the shares at the end of the financial year was £1.524; the highest and lowest share price during the
financial year were £1.589 and £0.850 respectively.

Figure 21 shows the time horizons of outstanding discretionary share awards (including dividend eguivalent shares accrued during
the performance period) for all directors serving on the Board during the year

FIGURE 21: VESTING SCHEDULE OF EXECUTIVE DIRECTORS' OUTSTANDING DISCRETIONARY SHARE AWARDS

Maximpm 2021/22 20227213 2023/24
receivable at
3Aonl 202
(atl discretionary Maximurn Maximum Maximum
schemes) recervable Lapsed rece vaole Lapsed recevabie Lapsed
Steve Rowe Performance Share Plan 3,228,450 - 733,480 1035238 - 1,459732 -
Eoin Tonge Performance Share Plan 1,049,538 - - - - 1,049,538 -
Restricted Share Plan 789,252 - — 526,168 - 263,084 -

As reported an page 98, the 2018 PSP awards included within the tatals shown in Figure 21 will vest at 0% 10 July 2021 This has been
reflected above in the 2021/22 Lapsed column.
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EXECUTIVE DIRECTORS'REMUNERATION CONTINUED

FIGURE 22; PERFORMANCE AND CEO REMUNERATION COMPARISON

This graph illustrates the Company’s performance against the FTSE 100 over the past 10 years. While M&S is not currently a constituent
of the FTSE 100 Index, the Committee feels that it remains the most appropriate comparator. The calculation of TSR is in accordance
with the relevant remuneration regulaticns. The table below the TSR chart sets out the remuneration data for directors uncertaking
the role of CEO during each of the last 10 financial years.

20°0/M 2011412 201213 20304 201418 20056 2016417 2M7ng 2018/19 20°9/20 2020421
— Marks and £ im
Spencer 200 a0
Group plc(f)
«+FTSEOO N e e ®
Index(.E) WO TN et e T 30
Sourcer YT e e =
Thomson e T e .
Reuters e e WIS oane
CEO single 100 07 " 30
g figure 29703/ 0204012 MOHE o031
remuneration 15
(£000)
50 o3/04y21 1C
28/03/20 .
0 L4 ® Y ¢ ® ® [ o L ] @ 0
CLo u
CEQsingle Steve Rowe - - - - - 1,642 1,123 1,517 1,205 1,068 E
figure (000} Marc Bolland 3,374 2142 1,568 2095 2015 - - - - - z
Annual bonus  Steve Rowe - - - - - 36.98% 0.00% 0.00% C.00% 000% v
payment 8
(% of maximurm) Marc Bolland 34.00% 42.50% 0.00% 30 55% 3190% - - - - -
PSP vesting Steve Rowe - - - - - 0.00% 8.20% 34.0% 1.20% 0.00%
(% of rmaximum} Marc Bolland 31.96% 0.00% 7.60% 4.70% 4.80% - - - - -
FIGURE 23: PERCENTAGE CHANGE IN DIRECTORS’ REMUNERATION
% change 2019/20 - 2020/2] The table sets out the annual percentage
s 120‘2120 Beneits  Anmuatb changein salary, benefits and bonus for
asesalary/iees cnetts pruaiens each director compared with that of the
Steve Rowe 0% -36.8% ~ average full-time equivalent tatal reward
Eoin Tonge 0% - - forallUKcolleagues.
Archie Nerrman 0% —7A% N/A  Fornon-executive directors, benefits
Andy Halford 0% 0% N/A  comprise taxable expense
Alison Brittain 0% 0% N/A  reimbursements relating to travel,
Andrew Fisher 0% _100% N/A accommodation and subsistence in
Katie Bickerstaffe 0% 00% N/A Connecbon_\mth the agtendange at Board
- - - - and Committee meetings during the
Pip McCrostie 0% 0% N/A  year The sigrificant change in the taxable
JustinKing 0% 100% N/A  berefitsis a result of travel being
Tamara Ingram 0% - N/A  impacted by Covid-19 and not a change
Sapna Sood 0% _ N/A  Inthe benefits policy.
UK colleagues (average FTE) 0% 0% -
FIGURE 24;: RELATIVE IMPORTANCE OF SPEND ON PAY
Thetable opposite illustrates the 2019/20 2020i21 e
Company’s expenditure on pay in fin al change
comparison with profits before tax and Total colleague pay 1,464 4 1,437.7 -1.82%
distributions to shareholders by way of Total returns to shareholders 1911 Nil -100%
dividend payments and share buy-back. Group PBT before adjusting iterms 4031 41.6 -89.70%

Total colleague pay is the total pay for
all Croup colleagues. Group PBT before
adjusting items has been used as a
comparison as this is the key financial
metric which the Board considers when
assessing Company performance.

Annual Report & Financial Statements 2021 101



REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS REMUNERATION CONTINUED

FIGURE 25: SERVICE AGREEMENTS

Inline with our Pclicy, directors have
rolling contracts which may ke terminated

Date ot

appointment Noticc period

by the Company giving 12 months' notice Steve Rowe 02/04/2016 12 months/6 months
or the director giving six months notice. Eoin Tonge (8062020 12 months/é months
CHANGES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2020/21
DIRECTORS APPOINTED TOTHE BOARD  Company's recruitment policy, Eoin PAYMENTS FOR THE
Eoin Tonge joined the Board on § June received a replacement share award to LOSS OF OFFICE (audited)
2020 as Chief Financia! Officer. His basic compensate him for shares forfeited by There were no payments made for loss
annual salary is £600,000. Eain does nat glmjgllm‘ng['M&S:thfse shal_’es;mltvegi of office during the period.

i ; roadly in line wi e originat award time
receive a pension supplement or car Y 9 PAYMENTS TO PAST

allowance. Eoin has joined the pension
scheme on the same terms as all other
colleagues. Foin received temporary
short-term travel and accermmedation
allowances in the year. In line with the

EXTERNAL APPOINTMENTS

horizons although scme have been
extended by six months, Further details of
Eoin's award is set out on page 99. The rest
of Eoin's incentive arrangements are
aligned with that of an executive director.

DIRECTORS (audited}

There were no payments made to past
directors during the period.

The Company recognises that executive
directors may beinvited to become
non-executive directors of other
companies and that these appointments

can breaden their knowledge and
experience to the benefit of the Company.
The policyis for the individual director
teretain any fee. There are currently

no external appointments held
by the executive directors.

FIGURE 26: NON-EXECUTIVE DIRECTORS’ TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Non-executive directors receive fees
reflecting the time commitment, demands
and responsibilities of the role. Fees paid
to the non-executive directors and Board
Chairman for 2020/21 and 2019/2C 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 taxabte.

The amounts in the table opposite
include the grossed-up cost of UK tax
paid by the Company on behalf of the
non-executive directors Non-taxable
expense reimbursermnents have not been
included inthetable.

During the year, fees for all non-executive
directors were reviewed. Taking into
account therelevant market data and the
increases for the wider workfarce, it was
agreed that the basic non-exeacutive fee
wilt be increased by 1% to £72,215 with
effect from 1 July 2021. The Board
Chairmanwas similarly awarded an
increase of 1% with effect from 1 July 2021
The total aggregate fee for the Board
Chairman will be increased to £618,000.

102 Marks and Spencer Group plc

Feelevels will be reviewed again during 2022/23 as per the normal annual process.

Basic fees Additional Benefits Total
£000 fees £000 £C00
£000
Director Yeoar
Archie Norman 2020421 71 541 5 817
2019/20 71 538 19 628
Andy Halford 2020021 71 31 Q 102
2019/20 71 31 0 102
Alison Brittain 2020/21 18 0 0 18
{to3 July 2020) 2019/20 71 0 o 7]
Andrew Fisher 2020/21 71 16 0 87
2019/20 71 15 2 88
Katie Bickerstaffe 2020/21 ) 0 0 6
{to 27 April 2020) 2019/20 71 0 3 74
Pip McCrostie 2020/21 71 0 0 n
{to 24 March 2021) 2019/20 71 0 0 71
Justin King 2020/21 71 Q 1 72
2019/20 71 Q Q 7l
Tamara ingram 2020/21 60 5 0 65
{from 1Jdune 2020} 2019/20 0 o] 0 0
Sapna Socd 2020/21 a0 0 o) 60
(from 1June 2020) 2019720 0 0 0 0
Evelyn Bourke 2020/21 12 0 0 12
(from1February 2021)  2019/20 o 0 0 0




NON-EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 27: NON-EXECUTIVE DIRECTORS' SHAREHOLDINGS (AUDITED)

The non-executive directors are not Changes in the current non-executive Nurnper of Nurmber of
. L . . V. . . shares held shares neld
permitted to participatein any of the directors’interests in sharesin the asat 3 Aprl asal 25 May
Company's incentive arrangements. Company and its subsidiaries betweenthe  Drector 2021 2021
All non-executive directors are required end of the financial year and 25 May 2021 Archie Norman 148,600 Nochange
to build and maintain a shareholding (or upen their date of retiring from the Andy Halford 25200 Nochange
of at least 2,000 shares in the Company Board) are shown in the table opposite. . s
o Alison Brittain 6,115 Nochange
upon joining M&S. .
) ) Andrew Fisher 4,243  Nochange
The table opposite details the Katie Bickerstaffe 24800 Nochange
shareholding of the non-executive " N 5
directors who served on the Board during Pip I‘chrostne 7,200 Nochange
the year as at 3 April 2021 (or upon their Justin King 64,000 Nochange
date of retiring frorm the Board), including Tamara Ingram 0 2,000
those held by connected persons. Sapna Sood 2,000 Nochange
Evelyn Bourke 50,000 Nochange
Fiona Dawson 0 12,352
FIGURE 28: NON-EXECUTIVE DIRECTORS’ AGREEMENTS FOR SERVICE
Non-executive directors have an Director Data of appointment Noatice period
agreement for service for an initial Archie Norman 01/09/2017 6 months/6 months
three-year term which can be terminated Andy Halford 01/01/2013 3 menths/3 months w
by te_lth(ef party tghwj?g tthhreE LﬂQnthS) Andrew Fisher 011242015 3 menths/3 months z
riotee B months Terhe -hairman Justin King 01/01/2019 3months/3 months 2
The table cpposite sets out these terms Tamara Ingram 01/06/2020 3 months/3 months z
for all current members of the Board. Sapna Sood 01/06/2020 3months/3 months k)
Evelyn Bourke 01/02/2021 3months/3 months
Fiona Dawson 25/05/2021 3 months/3 menths
NON-EXECUTIVE DIRECTOR CHANGES TO THE BOARD DURING 2020/21
DIRECTORS APPOINTED TO THE BOARD  Fiona Dawson joined the Boardas a ROLE CHANGES WITHIN THE BOARD
Evelyn Bourke jcined the Board asa non-executive director on 25 May 2021. Katie Bickerstaffe stepped down from
non-executive director on 1 February 2021, Fiona receives the stancard annual the Board at the AGM on 3 July 2020; she
Evelyn receives the standard annual non-executive director fee of £71,500 started in her role of Chief Strategy and
non-executive director fee of £71,500 g'z‘c’[eazgg% to (57_2!2] 5 W'tg efﬁ?i;from Transformation Director on 27 April 2020,
{increasing to £72,215 with effect from uty cUZl)and 15 a member ot the
1July 2021) and is a member of the Nomination Commiltee, .?:‘::;2::3 RETIRING FROM

Nomination and Audit Committee. . . )
Pip McCrostie retired as anon-executive

director and stepped down from the
Board on 24 March 2021. Asis required
from a reporting perspective, we can
confirm that there were no payments
made for loss of office to Pip.

Annual Report & Financial Statements 2021 103



REMUNERATION REPORT CONTINUED

REMUNERATION COMMITTEE

REMUNERATION COMMITTEE REMIT

During the year, the Remuneration Cammittee reviewed the Terms of Reference ensuring that they reflected the government’s
latest recommendations and the revised principles of the Remuneration Policy, as set out in the UK Corporate Governance Code
2018. In particular the Committee, in its support of the Nomination Committee, expanded its remit to specifically discuss the talent
and succession in the senior leadership group and associated pay arrangements. The Terms of Reference can be found on the
Company’s website at corporate.marksandspencer.com/investors/corporate-governance/governance-framework

KEY RESPONSIBILITIES

The role of the Commitiee continuesto have a
strong focus on ensuring an appropriale
alignment between the remuneration of
executive directors, the Executive Committee
and that of colleagues across M&S, ensuring
that the senior remuneration framework is
strategically aligned with the business but
that it also attracts and recogmises the talent
required to drive transformation and cultural
change within M&S. The responsibilities are
broadly as follows:

- Setting remuneration policy and practices
that are designed to support strategy and
promote the long-term success of M&S
while following the below principles:

Clarity - remuneration arrangements
are transparent and promote effective
engagement with shareholders and
the workfarce

Simplicity - remuneration structures are
uncomplicated, and their rationale and
operation are easy Lo understand.

Risk - ensure that reputational and other
risks from excessive rewards, and

behavicural risks that can arise from
target-pased incentive plans,

are identified and mitigated.
Predictability - the range of possible
values of rewards to executive directors
are identified and explained al the time
of approving the policy
Proportionality - the link between
individual awards, the delivery of
strategy and the long-term performance
of the Company is clear. Outcomes
should net reward poor performance.

Alignment with cutture - incentive
schemes Lhat drive behaviours
consistent with M&S's purpose, values
and strategy.
- Determining the terms of employment and
rernuneralion for the executive directors
and the Executive Committee, including

recruitment and termination arrangements.

- Considering the appropriateness of the
seniar remuneration framework and
exercising independent jJudgement and

REMUNERATION COMMITTEE AGENDA FOR 2020/21

discrelion when authorising remuneration
outcomes, taking account of Company and
individual performance, and the context of
the wider workforce.

- Noting thetolal pay budgets including salary,
bonus and share scheme allocations across
atl of M&S together with the principles of
allocation to ensure appropriate consistency
with the sanior pay frameworks

- Approving the design, targets and total
payments forall performance-related pay
schemes operated by M&S, seeking
shareholder approval where necessary.

- Assessingthe appropriateness and
subsequent achievernent of performance
targets relating to any share-based
incentive plan for the executive directors
and Executive Committee

- Receiving direct feedback from BIC, the
Group's colleague representative body,
colleague voice surveys and management
reports to ensure colleague views on Group
culture, including remuneration strategy
and inclusion and diversity are considered.

REGULAR ITEMS
Pay arrangements

- Within the terms of the M&S Remuneration
Policy, approval of the remuneration
packages for the exacutive directors, the
Executive Committee, and any termination
payments where applicable.

- Consideration of the appropriateness of
the seniorrermuneration frameworiin the
context of the rest of the organisation and
external governance

- Noling of the total budgeted salary

expenditure across M&S, ensuring principles
for reward allocation are aligned across M&S

Annual Bonus Scheme

- Review of achievernents against 2020/21
performance objectives for executive
directors and the Executive Committee.

- Approval of targets for the 2021/22 Annual
Bonus Scheme ensuring that the
performance conditions are transparent,
stretching and rigorously applied

- Approval of the 2021/22 individual
perfarmance chjectives for executive
directors and the Executive Committee

EFFECTIVENESS OF THE
REMUNERATION COMMITTEE

The Cormnmittee’s performance was reviewed
as part of the 2020/21 externally facilitated
Board Evaluation Thereview foundthatthe
Commuttee functions effectively and ensures
a sound independent review of remuneration
policies across the business
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- Noting of the total budgeted expenditure
for the Annual Bonus Scheme across M&S,

Long-term incentives

- Approval of 2021 PSP awards for the
executive directors and the Executive
Committee, following engagement with
key stakeholders

- Approval of the vesting level of the 2018
PSP awards across M&S.

- Regular review of all in-flight performance
share plans against targets

- Consideration of long-term share awards
granted to colleagues below Executive
Committee 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

- Rewview the appropriateness of the
senior remuneration framework inthe
context of the rest of Lhe organisation
and external governance

2021722 ACTION PLAN

- Approval of the Directors' Remuneration
Report for 2020/21 and review of the AGM
voting outcome for the 2019/20 Report

- Review of the Committee’s performance
in 2020/21,including assurance that the
principles of the revised Terms of Reference
and broader remit of the Commiitee
are embedded.

- Assessment of the external market
when considering remuneration
arrangements for executive directors
andthe Executive Committee.

- Review the effectiveness and transparency
of remunerationreporting

- Noting of direct feedback from the
Business Involvement Group (BIC), M&Ss
colleague representative body, to ensure
that all employee views are received and
considered by the Board when making
remuneration end reward decisions.

Talent planning

- Noling the performance management
process across the business.

- Discussing seriorleadership talent and
succession planning.

- Approve the 2021 PSP targets ensunng
appropriate alignment between driving
exceptional performance and motivating
and retaining top talent

- Review and discuss the link between ESG,
executive pay and incentives to ensure
appropriate focus on Plan A goals with
stralegic and transformational performance

- Continue toreview the pay framework for

senor leaders of the business with those in
the wider workforee to ensure a fairness of
principles in line with M&S's values.

- Support the work of the Nomination

Committee through the assessment of
senior leadership talent, succession
planning and associated pay arrangements.



REMUNERATION COMMITTEE CONTINUED

FIGURE 29: REMUNERATION COMMITTEE MEETINGS

The table opposite details the
independent non-executive directors
that were members of the Committee
during 2020/21.

COMMITTEE ADVISERS

Qber/ Maximum Number of % of

since possible meetings meetings
meetings attended attended

MEMBER T T

Andrew Fisher 1Qctober 2018 8 8 100%

{Committee Chair)

Archie Norman 3 November 2017 8 100%

Katie Bickerstaffe 10 Juty 2018 2 2 100%

(to 27 April 2020)

Tamara Ingram 11 September 2020 5 5 100%

Incarrying out its responsibilities,

the Committee is independently
advised by external advisers The
Committee was advised by PwC during
the year. PwC is a founding member of the
Remuneration Consultants Group and
voluntarily operates under the Code
of Conduct in relation to executive
remuneration consulting in the UK.
The code of conduct can be found at
remunerationconsultantsgroup.com

The Committee has not explicitly
considered the independence of the
advice it receives, although it reqularly
reflects on the quality and objectivity of
this advice. The Committee 1s satisfied
that any conflicts are appropriately

managed. PwC was appointed by the
Committee as its independent advisers

in 2014 following a rigorous and
competitive tender process. PwC provides
independent commentary onmatters
under consideration by the Committee
and updates on legisiative 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
£54,000 for Remuneration Committee
matters. This is based on an agreed fee for
business as usual support with additional
wark charged at hourly rates. PwC has
provided tax, consultancy and risk
consulting services to the Group in the
financial year.

REMUNERATION COMMITTEE STAKEHOLDER AND SHAREHOLDER ENGAGEMENT

The Committee also seeks internal
support from the CEC, CFC, Ceneral
Counsel & Company Secretary and the
Head of Executive Reward & Pay
Governance as necessary. Allmay attend
the Committee meetings by invitation but
are not present for any discussicns that
relate directly to their own remuneration.

The Committee also reviews external
survey and bespoke benchmarking
data, including that published by
Aon Hewitt Limited, KPMG, PwC,

FIT Remuneration Consultants,

Korn Ferry and Willis Towers Watson.

The Committee is committed to ensuring
that executive pay remains competitive,
appropriate and fair in the context of the
external market, Company performance
and the pay arrangements of the wider
waorkforce. In collaberation with the
Head of Executive Reward & Pay
Governance, the Committee gives
colleagues, through colleague
representatives, the opportunity toraise
guestions or concerns regarding the

rernuneration of the executive directors
During the year, colleague representatives
were given the opportunity to raise their
views with the Remuneration Committee
via the BIC 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 Committeeis committedtc a
centinuous, open and transparent
dialogue with shareholders cn theissue
of executive remuneration. As described
inthe Committee Chair's letter, dialogue
centinued during the year, on the PSP
proposed measures and weightings.
Shareholders were positive in their
feedback and confirmed that the targets
set aligned with their expectations.

SHAREHOLDER SUPPORT FOR THE REMUNERATION POLICY AND 2019/20 DIRECTORS’ REMUNERATION REPORT

At the Annual General Meeting on 3 July
2020, 97.65% of shareholders votedin
favour of approving the Directors’
Rermuneration Report for 2019/20.

In addition, 97.14% of sharehclders voted

in favour of the Remuneration Policy.

The Committee believes that this
illustrates the strong level of shareholder
support for the senior remuneration
framework The table below shows full

details of the voting outcomes for the
2019/20 Directors’ Remuneration Report
and Remuneration Policy.

FIGURE 30: VOTING OUTCOMES FOR THE REMUNERATION POLICY AND 2019/20 REMUNERATION REFORT AND
REMUNERATION POLICY AT THE 2020 AGM

Votesfor % Votes for Votes against % Votes againsl Vaotes withheld
Remuneration Policy 125,697,134 9714% 33187602 2.86% 942,792
2019/20 Remuneration Report 1,131,776,274 9765%  27184,460 2.35% 867638

APPROVED BY THE BOARD

Andrew Fisher, Chair of the
Remuneration Committee
London, 25 May 2021

This Remuneration Policy and these remuneration recorls have neen prepared naccordance with the relevant provisionof the Companies Act 2006 and anthe basisprescribed
inthe Large and Medium-sizad Companies and Groups (Accounts and Reports) (Amendment) Regulalions 2013 ("the Regulations™) Where required, data has been audited by

Delotte andthisisindicated appropriately
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OTHER DISCLOSURES

DIRECTORS'REPORT

Marks and Spencer Croup plc (the
“Company”) is the holding company of
the Marks & Spencer Group of companies
{the "Group™).

The Directors' Report for the year ended
3 Aprit 2021 comprises pages 58 to 110 and
pages 210 to 211 of this report, together
with the sections of the Annual Report
incorporated by reference. As permitted
by legislation, some of the matters
required to be included in the Directors’
Report have instead been included in the
Strategic Report on pages1to 57, as the
Board considers them to be of strategic
importance. Specifically, these are:

- Future business developments
{throughout the Strategic Report).

— Risk management an page 47.

— Details of branches operated by the
Company on pages 9to 23.

- Totalglobal M&S greenhouse gas
emissions 2020/21 on page 32.

- Information on how the directors
have had regard for the Company's
stakeholders, and the effect of that
regard, on pages 34 to 36.

The Strategic Report and the Directors’
Report together form the Management
Report for the purposes of the Disclosure
Cuidance and Transparency Rules
(DTR)4.1.8R.

Information relating to financial
instruments can be found on pages 164
to 175 and isincorporated by reference

Forinformation on our approach to
social, enviranmental and ethical matters,
please see our ESC Committee reéport on
pages 73 to 76, and refer to our Plan A
website marksandspencer.com/plana.
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Cther information to be disclosed inthe
Directors Reportis given in this section.

The Directors Report fulfils the
requirernents of the corporate
governance statement 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 presaented in accordance with, and in
reliance upon, applicable English
company law, and the liabilities of the
directorsin connection with those reports
shall be subject to the limitations and
restrictions provided by such law.

INFORMATION TO BE DISCLOSED

Effechve dale of
departure/

UNDER LR9.3.4R
Page
Listing Rule Detail reference
9.8.4R{1){2) Not applicable N/A

(5-14) (M) (B)

984R{4) Long-term 85-87,
incentive schemes 90-93
and
97-98

BOARD OF DIRECTORS

The membership of the Board and
biographical details of the directors

are provided on pages 62 and 63. Changes
tothe directors during the year and up to

the date of this repart ara set out opposite.

Details of directors’ beneficial and
non-beneficial interests in the shares of
the Company are shown on pages 99,100
and 103, Options granted to directors
under the Save As You Earn (SAYE)and
Executive Share Cption Schemesare
shown on page 100, Further information
regarding employee share option
schemes is provided in note 13 ta the
financial statements on pages 15310 155

Name Role appointment
Departures

Pip Non-Executive 24 March
McCrostie  Director 202]
Alison Non-Executive  3July 2020
Brittain Director

Katie Neon-Executive 3 July 2020
Bickerstaffe Director

Appointments

Eoin Executive 8 Junie 2020
Tonge Director

Sapna Non-Executive 1June 2020
Scod Directar

Tamara Non-Executive 1June 2020
Ingram Director

Evelyn Nen-Executive 1 February
Bourke Director 2021
Fiona Non-Executive 25 May 2021
Dawson Director

The appointment and replacement of
directorsis governed by the Company’s
Articles of Association (the "Articles”),
the UK Corporate Covernance Cade

{the “Code"), the Companies Ack 2006 and
related legisiation. The Articles may be
amended by a special resolution of the
shareholders. Subject tothe Articles,

the Companies Act 2006 and any
directions given by special resolution,
the business of the Company will be
rmanaged by the Board who rmay exercisg
all the powers of the Company.

The Company may, by ordinary resclution,
deciare dividends not exceeding the
amount recommended by the Board.
Subject to the Companias Act 2006, the
Board may pay interim dividends and also
any fixed rate dividend, whenever the
financial position of the Company, inthe
opinion of the Board, justifies its payment.

The directors may fromtime to time
appoint one or more directors. The Board
rmay appoint any persen fo be a director
(s0 long as the total number of directors
does not exceed the [imit prescribed in
the Articles). Under the Articles, any such
director shall held office only until the
next Annual General Meeting (AGM™)
where they will stand for annual etection.



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
with Marks & Spencer, they should notify
the Board inwriting or at the next Board
meeting. Internal controts are in place to
ensure that any related party transactions
involving directors, or their connected
parties, are conducted on an arm's length
basis. Directors have a continuing duty

to update any changes to these conflicts.

DIRECTORS’ INDEMNITIES

During the financial year, 556 ordinary
shares in the Company were issued
under the terms of the United Kingdom
Employees’ Save As You Earn Share
Option Scheme at a price of 151p.

In addition, during the period, ordinary
shares were issued to satisfy employee
share awards at a price of 25p as follows:

Performance Share Plan 861,888
Restricted Share Plan 4,351,339
Deferred Bonus Share Plan 1,240,000

The Company maintains directors’ and
officers’liability insurance which provides
appropriate cover for legal action brought
agamstits 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 indemnity provisicns (as
defined by Section 234 of the Companies
Act 2006) were in force during the year
ended 3 April 2021 and remain in force in
relation to certain losses and liakilities
which the directors (or Company
Secretary) may incur to third parties in the
course of acting as directors or Company
Secretary or employees of the Company
or of any associated company. Qualifying
pension scheme ingdemnity provisions (as
defined by Section 235 of the Companies
Act 2006) were in force during the course
of the financial year ended 3 April 2021 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

* Thisincludes sharesissuedto satis’y the Company's
5% Covig-19 award made to colleagues for working
throughthe pandemic.

Details of movementsin the Company’s

issued share capital can be found in

note 24 ta the financial statements
onpage177.

RESTRICTIONS ON TRANSFER
OF SECURITIES

There are na specific restrictions on the
transfer of securities in the Company,
which is governed by its Articles of
Association and prevailing legislation.
The Company is not aware of any
agreements between holders of securities
that may resultin restrictions on the
transfer of securities or that may result

in restrictions on voting rights.

VARIATION GF RIGHTS

Subject to applicable statutes, rights
attached to any class of share may be
varied 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 meeting
of the shareholders.

RIGHTS AND OBLIGATIONS
ATTACHING TO SHARES

Subject to the provisions of the
Companies Act 2006, any resolution
passed by the Company under the
Companies Act 2006 and cther
shareholders' rights, shares may be issued
with such rights and restrictions as the
Company may by ardinary resolution
decide, or {if there is no such resolution

or so far as it does not make specific
provision)as the Board may decide.

POWERS FOR THE COMPANY ISSUING
OR BUYING BACK ITS OWN SHARES

The Company was authorised by
shareholders at the 2020 ACM to purchase
inthe market up tc 10% of the Company’s
issued share capital, as permitted under
the Company's Articles. No shares were
bought back under this authority during
the year ended 3 April 2021 and up to the
date of this report.

COVERNANCE

INTERESTS INVOTING RIGHTS

The (loss}/profit for the financial year,
after taxation, amounts to £(194.4m)
(last year £27.4m). The directors have
declared dividends as follows:

Ordinary shares £m

No proposed interim dividend

Information previded to the Company
pursuant to the Financial Conduct
Authority's {FCA) Disclosure Cuidance
and Transparency Ruies (DTRs) is
published on a Regulatery Infermation
Service and on the Company’s website.
As at 3 April 2021, the following
infermation has beenreceived, in
accordance with DTR 5, from holders of
notifiable interests in the Company's
issued share capital.

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
heoldings are Likely to have changed
since the Company was notified.
However, notification of any change is
not required until the next notifiable
threshold is crossed.

% of captal

(last year 3.9p per share) - Notifiable interests Voting rights disclosed  Nature of nolding as per disclosure
No propased final dividend Schroders pic 90,153,730 5.549" Indirect interest (5.547%),
(last year no proposed final CFD (0.001%)
dividend) - Citadel LLC and its group 97679549 500052 Equity swap
No dividend proposed for Blackrock, Inc. 112,631,280 574 Indirectinterest (5.08%),
2020/21 securities lending (0.43%),
(last year 3 9p per share) - CFD {0 23%)

RWC Agset 104,965,660 538 Indirectinterest
SHARE CAPITAL Management LLP
The Company'sissued ordinary share Norges Bank 78,149,847 3.99 Directinterest (3.98%),

capital as at 3 April 2021 comprised a
single class of ordinary share. Each share
carries the right to one vote at general
meetings of the Company.

securities tending (0.1%)

* Disclosuresmade prior to the 20191 ghtsissue

** Disclosed on 15 September 2020 Afurther gisclosure was inade on 15 September nobifying the Company
that Citadel's holding had decreased kelow the 5% notifiable thresnold, which did not state the new position
In the periad from 3 April 2021 to the date of this report, we received four further
notifications in accordance with DTR 5 from Blackrock Inc., the most recent of
whichwas on 24 May 2021, disclosing a holding of 107,746,080 ordinary shares
(5.49%, broken down as follows: Indirect 5.01%; Securities lending, 0.39%; and

CFD, 0.09%).
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This standard autherityis renewable
annually; the directors will seek to renew
this authority at the 2021 AGM.

The directors were granted authority

at the 2020 ACM te allet relevant
sacurities up to a nominat amount of
£162,504,984. This authority witl apply
until the canclusion of the 2021 AGM_At
this year's AGM, depending on the voting
outcome of resolutions 15, 16 and 22, which
have the effect of reducing the nominal
value of the Company's ordinary shares
from £0 25 to £0.01, shareholders will be
asked to grant an authority to allot
relevant securities (I up to anominat
amount of (a) £163,043,966 (if resolution 15
is not passed) or (b} £6,521,758.64 (if
resolution 15 1s passed}and {ii) comprising
equity securities up to a nominal amount
of (a) £326,087,932.25(if resolution 15 1s not
passed) or {b) £13,043,517.29 (if resclution
15 is passed) (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 ACM to be held in 2022
or, if earlier, on 1 October 2022,

Aspecalresolution will also be proposed
to renew the directers' powers to make
non pre-emptive issues for cashin
connection with rights issues and
otherwise up to a nominal amount of

(i) £24,456,595 {if resolution 15 is not
passed}or (i) £978,263 80 (if resclution 15
is passed). In addition, this year a separate
special resolution will be propcsed, inline
with institutional shareholder guidelines,
to authorise the directors to make
non-pre-emptive issues for cash in
connection with acquisitions/specifiec
capitalinvestments, up to a further
neminal amount of (i) £24,456,595

{if resolution 15 is not passed} or (i)
£978,263.80 (ifresolution 15 /s passed}.

Aspecial resolution wilt also be proposed
to renew the directors authority to
repurchase the Company's ordinary
shares in the market. The authority will
be limited to a maximum of 195,652,759
ordinary shares and sets the minimum
and maximum prices which will be paid.
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DEADLINES FOR EXERCISING
VOTING RIGHTS

Votes are exercisable at a general meeting
of the Company in respect of which

the business being voted uponis being
heard. Votes may be exercised in person,
by proxy or, in relation te corporate
members, by corporate representatives.
The Articles provide a deadline for
submission of proxy forms of not less than
48 hours before the time appointed for
the holding of the meeting or adjourned
meeting. However, when calculating the
48-hour period, the directors can, and
have, decided not to take account of any
part of a day that is not a working day.

SIGNIFICANT AGREEMENTS -
CHANGE OF CONTROL

There are anumber 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 are as follows:

- The$300m US Notes issued by the
Company to various instituticnscn 6
December 2007 under Section 144a of
the US Secunties Act contain an option
such that, upon a change of control
event, combined with a credit ratings
downgrade to below sub-investment
level, any holder of such a US Note may
require the Company to prepay the
principal amount of that US Note.

- The amended and restated £1.1bn
Credit Agreement dated 16 March 2016
{originally dated 29 September 2011)
between the Company and various
banks contains a provision such that,
upon a change of cantrol event, unless
new terms are agreed within 60 days,
the facility under this agreement will
be cancelled with all outstanding
amounts becoming immediatety
payable with interest.

- The amended and restated Relationship
Agreement dated & October 2014
{originally dated 9 November 2004 as
amended on 1 March 2005), between
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 new controlter of
the Company. Where a third-party
arrangement s in place for the supply of
financial services products to existing
customers cf the new controller, the
Company is required to procurethe
termination of such arrangement as
soon as practicable (while not being
required to do anything that would
breach such a third-party arrangement).

— Where & third-party arrangement is
so terminated, or does not exist, HSBC
has the exclusive right to negotiate
propcsed terms for the offer and sale,
of financial services products tothe
existing customers of the new controller
by HSBC on an exclusive basis.

— Where the Company undertakes a
re-branding exercise with the new
controller following a change of controt
(which includes using any M&S brand in
respect of the new controller's business
or vice versa), HSBC may, depending on
the nature of the re-branding exercise,
have the right (exercisable at HSBC's
election) 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 that provisions of the Company's
share schemes and plans may cause
options and awards granted to
employees under such schemes
and plans to vest on a takeover.

COLLEAGUE INVOLVEMENT

We remain committed to colieague
involvement throughout the business.
Colleagues are kept wellinforrmed

of the performance and strategy of
the Group. Examples of colleague
involvernent and engagerment, and
information on our appreach to our
workforce, are highlighted throughout
this Annuat Report and specifically on
pages 26to 29,34 to 36 and 66 to 69.

Share schemes are a long-established and
successful part of colleagues'total reward
packages, encouraging and supporting
ermployee share ownership. The Company
operates both an all-ernployee Save As
You Earn Scheme and Share Incentive
Plan. As at 3 April 2021,15,738 colleagues
were participating in ShareSave, the
Company's Save As You Earn Scheme.

Full details of all schemes are given on
pages 153 to 155.

There are websites for both pension
schemes —the defined contributicn
scheme (Your M&S UK Pension Saving
Plan) and the defined benefit scheme
(the Marks & Spencer UK Pension Scheme)
- which are fully accessible to employees
and former employees who have retained
benefits ineither scheme, Employees are
updated as needed with any pertinent
information on their pensicn savings.




EQUAL OPPORTUNITIES

RESEARCH & DEVELOPMENT

GOING CONCERN

The Group is committed to an active
inclusion, diversity and equat
opportunities policy: from recruitment
and selection, through training and
development, performance reviews
and promotion, to retirement.

The Company’s policy is to promote an
erwircnment free from discrimination,
harassment and victimisation, where
everyone will receive egual treatment
regardless of gender, colour, ethnic or
naticnal 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
respensive to the needs of its employees,
customers and the community at large.

M&S is an organisation which uses
everyone’s talents and abilities and

where inclusion and diversity are valued.
M&S has a business-wide inclusion and
diversity strategy, whichis led by the
Inclusion Activation Group and chaired by
a member of the Executive Committee.
Cur seven employee-led diversity
networks are supported by a central
Inclusion and Diversity team, who work to
embed & culture of inclusion across the
organisaticn. In 2017, cur inclusion and
diversity targets were agreed as: aiming to
have 50% fernale representation and 15%
ethnic minority representation an the
M&S senior managernent team by 2022.

Further information an our inclusion and
diversity initiatives can be found on pages
27 to 29,and page 65.

EMPLOYEES WITH DISABILITIES

The Company is clear in its policy that
people with health conditions, both
visible and non-visible, should have

fulland 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 become disabled during
employment, M&S will actively retrain and
adjust employees environments where
possible to atlow them to maximise their
potential and will continue to work

with external organisations to provide
workplace opportunities through our
innovative Marks & Start scheme, working
closely with The Prince's Trust and
Jobcentre Plus, most recently via the
Kickstart programme.

Research and innovation remainkey to
our Food offer and the development of
improved product and fabric in Clothing &
Home. Further information s provided in
the Plan A Report, available online.

GROCERIES SUPPLY CODE
OF PRACTICE

The Creceries (Supply Chain Practices)
Market Investigation Order 2009 {the
“Order”yand The Greceries Supply Code
of Practice (the *Code") impaose obligations
on M&Sregarding itsrelationships with its
suppliers of groceries. Under the Order
and Cede, M&Sis required to submit an
annual compliance report to the Audit
Committee for approvaland then tothe
Competition and Markets Authority and
Groceries Code Adjudicater ("GCA™).

M&S submitted its report, covering the
period from 29 March 2020 to 3 April 2021
to the Audit Committee on 12 May 2021

It was approved on 20 May 2021

In accordance with the Order, a summary
of that compliance report is set out below,

M&S believes that it has matenally
caomplied with the Code and the Order
during the relevant period. No formal
disputes uncer the Code have arisen
during the reporting pericd. There have
been four instances during the reporting
period inwhich 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 three of
them have been resolved or closed. One
additional Code reference made by a
supplier before 29 March 2020 was also
resolved during the reporting period.

A detailed summary of the compliance
reportis available on our website.

POLITICAL DONATIONS

The Company did not make any political
donations or incur any politicat
expenditure during the year ended

3 April 2021. M&S has a policy of

not making donations to political
organisations or independent election
candidates orincurring political
expenditure anywhere in the world

as defined in the Political Parties,
Elections and Referendums Act 2000.

In adopting the going concern basis for
preparing the financial statements, the
directors have considered the business
activities as set out on pages 10 to 25
aswell as the Group's principal risks and
uncertainties as set cut on pages 43

to 56, including the downside sensitivities
outlined on page 57.

Based onthe Croup's cash flow forecasts
and projections, the Board is satisfied
that the Croup will be able to operate
within the level of its facilities for the
foreseeable future. For this reason, the
Board considers it appropriate for the
Croup to adopt the going concern basis
in preparing its financial statements.

° See note 20 to the financial statements
fer more information on our facilities.

LONG-TERM VIABILITY STATEMENT

The directors have assessed the prospects
of the Company over a three-year period
to March 2024, This has taken into account
the business model, strategic aims,

risk appetite, and principal risks and
uncertainties, along with the Company’s
current financial position. Based on

this assessment, the directors have a
reasonable expectation that the Company
will be able to continue in operation and
meet its liabilities as they fall due over

the three-year period under review.

COVERNANCE

© 5ee ourapproach to assessing long-term
viability on page 57.

AUDITOR

Resolutions to reappoint Deloitte LLP as
auditor of the Company and to authcrise
the Audit Committee to determine its
remuneration will be proposed at the
2021 AGM.

ANNUAL GENERAL MEETING

The ACM of Marks and Spencer Group
plc will be broadcast online from

M&S' Waterside House support centre
on 6 July 2021 at am. Sharehelders

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 vote electronically, on pages 196

to 209,
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DIRECTORS’ RESPONSIBILITIES

The Board is of the view that the Annual
Report should be truly representative of
the year and provide shareholders with
the information necessary to assess the
Croup's position, performance, business
modeland 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
Audit Committee’s opinion is on page 79.

The directors are also responsible

for preparing the Annual Report, the
Remuneration Report and Policy and

the financial staternents in accordance
with applicable taw and regulations.
Company law requires the directors

to prepare financial staterments for

each financial year. Under that law the
directors are required to prepare the
group financial staterents in accardance
with international accounting standards in
canformity with the requirements of the
Campanies Act 2006 and International
Financial Reperting Standards adopted
pursuant te Regulation (EC}No 1606/2002
as it applies in the European Union. Under
company law, the directors must not
approve the financial statements uniess
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 Campany
for that period.

In preparing these financial statements,
the directors are required to:

— Setect suitable accounting policies
and then apply them consistently.

- Make judgements and accounting
estimates that are reasonable
and prudent.

- State whether applicable IFRS
(as adopted by the EU) have been
followed, subject to any material
departures disclosed and explained
i1 the financial statements.

- Prepare the financial statements
on a going concern basis uniess it is
inappropriate te presume that the
Company will continue inbusiness.
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OTHER DISCLOSURES CONTINUED

The directors are responsible for keeping
adeguate accounting records that are
sufficient to show and explain the
company's transactions and disclose with
reasonabtle 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 company
and hence for taking reasonable steps for
the prevention and detection of fraud
and other irregularities. They are also
responsible for safeguarding the assets of
the Group and the Company and hence
for taking reasonable steps for the
prevention and detection of fraud and
othar irregularities.

The directors are responsible for the
maintenance and integrity of the
Company’s website Legislationin

the UK governing the preparation

and dissemination of financial statements
may differ from legislation in

other jurisdictions

Each of the current directors, whose
names and functions are listed on pages
62 and 63, confirms that, to the best

of their knowledge:

— The Group financial statements,

prepared in accordance with the
applicable sat of accounting standards,
give a true and fair view of the assets,
lizbilities, financial position and profit
or loss of the Company and the
undertakings included in the
consolidation taken as a whole.

- The Management Reportincludes a

fair review of the development and
performance of the business and

the position of the Company and

the undertakings included in the
consolidation taken as a whole, together
with z description of the principal risks
and uncertainties that they face.

— The Annual Report, taken as a whole,
is fair, balanced and understandable,
and provides the necessary information
for shareholders to assess the Group'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 is
approved confirms that, so far as he/she
is aware, there is no relevant audit
information af which the Company’s
auditor is unaware and that he/she has
taken all the steps that he/she cught
tehave taken as a director to make
himself/ herself 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 25 May 2021 and signed
onits behalf by

Nick Folland, General Counsel
and Company Secretary

London, 25 May 2021



INDEPENDENT
AUDITOR’S REPORT

TOTHE MEMBERS OF MARKS AND SPENCER GROUP PLC

Report on the audit of the financial statements

1.OPINICN

In our opinion:

- the financial statements of Marks and
Spencer Group 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 3 April 2021 and of the Group’s
loss for 53 weeks then ended;

- the Group financial statements have
been properly prepared in accordance
with international accounting
standards in conformity with the
requirements of the Companies Act
2006 and International Financial
Reporting Standards ('IFRSs’) as
adopted by the European Union;

~ the Company financial statements
have been properly prepared in
accordance with international
accounting standards in conformity
with the requirements of the
Companies Act 2006; and

- the financial statements have been
prepared in accordance with the
requirements of the Companies
Act 2006.

We have audited the financial statements
which comprise:

- the Consolidated Income Statement;

- the Consolidated Statement of
Comprehensive Income;

- the Consolidated and Company
Statement of Financial Position;

- the Consclidated and Company
Statements of Changesin Equity;

- the Consclidated and Company
Statement of Cash Flows; and

- therelatednotes1to3land Clto C7.

2.BASISFOR OPINION

The financial reporting framework that
has been appliedin the preparation of the
Croup financial statements is applicable
law and international accounting
standards in conformity with the
requirements of the Companies Act 2006
and IFRSs as adopted by the European
Union. The financial reporting framework
that has been applied in the preparation
of the Cempany financial statements

is applicable law and international
accounting standards in conformity

with the requirements of the Companies
Act 2006,

GOVERNANCE

We conducted our audit in accordance
with International Standards on Auditing
(UK} (1S5As (UKY) and appticable law. Our
responsibilities under those standards
are further described in the auditor’s
respansibilities for the audit of the
financial statements section of
ourreport.

We are independent of the Croup and the
Company in accordance with the ethical
requirements that are relevant to our
audit of the financial statementsin the
UK, including the Financial Reporting
Council's (the 'FRC’s") Ethical Standard as
applied to listed public interest entities,
and we have fulfilled our other ethical
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
Croup financial staternents. We confirm
that the non-audit services prohibited
by the FRC's Ethical Standard were not
provided 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 opinicn.
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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 period were:

- accounting for the UK store estate
programme;

- impairment of UK store assets:
- impairment of per una goodwill;

- Inventory provisions for UK Clothing
& Home;

- disclosure of adjusting items as part
of alternative performance measures;
and

- the going concern basis of accounting.

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 £16.0m
(2020: £18.0m} 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 beforeinterest, tax,
depreciation and amortisation; and

- revenue.

SCOPING

We have performed a full-scepe audit
onthe UK campaonent of the business,
reprasenting 96% (2020: 95%) of the
Croup's revenue, 95% (2020: 93%) of
adjusted profit pefore tax, 93% (2020:92%
of prafit befare tax} of loss before tax,
8% (2020: 82%) of total assets and 88%
{2020: 90%) of total liabilities. We perform
analytical review procedures on the
residual balances.

SIGNIFICANT CHANGES IN
OUR APPROACH

We have determined that the recognition
of lease balances under IFRS 16 Leases
and the accounting for the Ocado Retail
Limited transaction are no longer key
audit matters in the current period.
These changes are discussed further
mnsection b,

4. CONCLUSIONS RELATING TO GOING CONCERN

In audtting 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.

Qur evaluation of the directars’
assessment of the Croup’s and Company’s
ability {0 continue to adopt the going
concern basis of accounting is discussed
Insection 5.6,

Based on the work we have performed,

we have not identified any material
uncertainties relating to events or
conditions that, individually or coliectively,
may cast significant doubt on the Group's
and Company’s ability to continue as a
going concern for a period of at least
twelve months from when the financial
staterments are authorised for issue.

Inrelation to the reporting on how the
Group has applied the UK Corporate

5.KEY AUDIT MATTERS

Governance Code, we have nothing
material to add or draw attention toin
relation to the directors statement in
the financial statements about whether
the directors considered it appropriate
to adopt the going concern basis of
accounting.

QOur responsibilities and the
responsibilities of the directors with
respect Lo going concern are described
inthe relevant sections of this report.

Key audit matters are those matters that,
in our professional judgement, were 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 resourcesin
the audit; and directing the efforts of

the engagement team.

These rmatters were addressed in the
context of aur audit of the financial
statements as a whole, and in forming our
opinion thergon, and we do not provide a
separate opinion on these matters,
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Changes in the current period relative to
pnor periods are as follows:

- We have not identified the recognition
oftease balances under IFRS 16 Leases
as a2 key audit matterin the current
period. The adoption of IFRS 16 in the
prior pericd was significant for the
Croup as leased stores form a
significant proportion of the estate
and the application and judgements
madein transitiomng to IFRS 16 were
significant. Thisis the second period
inwhich IFRS 16 is applied and the level
of complexity and judgement required
has reduced, accardingly we have not
identified this as a key audit matter.

- Wehave notidentified the accounting
for the Ocado Retail Limited ("ORL)
transaction as a key audit matterin the
current period. The ORL transaction
completed in the prior period and
accordingly there is a reduced audit
effort required and a number of
judgrnents and estimates, such as
theinitial assessment of control and
the identification and vatuation of
intangible assets, no longerapply.



5.1 ACCOUNTING FOR THE UK STORE ESTATE PROGRAMME

KEY AUDIT MATTER DESCRIPTION

In February 2018, the Board approved a
list of stores marked for closure as part of
its UK store estate programme. The total
charge recognised in connection with this
closure programme in previcus periods
was £562.3 million. A further net charge
of £95.3 million has been recognised in
the current peried as aresult of:

- arcelerating rotation of the store
astate, with an increase in the nurmber
of stores assessed as probable for
closure and the adeguacy of estimates
made in light of known develcpments
in the exit strategy, including current

trading performance, negotiations with
landlords and changes in the retail
preperty market;

depreciaticn 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.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Furtherinformation is set out innotes 1
and 5 to the financial statements and
page 24 of the strategic repoert.

Qur key audit matter was focused on the
specific assumptions applied in the
discounted cash flow analysis prepared
by management including the discount
rate, expected sublet income, sninlet
lease incentives, void periods, freehold
sales proceeds and store closure costs.

The Audit Committee considers this to be
a significant matter. Their consideration is
on page 80.

Inresponding to the identified key audit matter we completed the following audit

procedures:

- cbtained an understanding of relevant
controls relating to the review and
approval of the Group’s UK store exit;
model;

- performed enguiries of management
and inspected the latest strategic
plans, Board and relevant sub-
committee minutes of meetings;

- understood and challenged the basis
of management’s judgement wherg
stores previously marked for closure
are no longer expected to close and
additional stores have been identified
for closure;

- with the involvernent of ourinternal
real estate specialists, we evaluated the
appropriateness of management's
judgements for a representative
sample of properties and
benchmarked with reference to
external data;

assessed the mechanical accuracy of
discounted cash flow models and other
key provision calculations;

assessed theintegrity of key inputs

to the discounted cash flow models
including the discount rate, expected
subletincome, sublet lease incentives,
void pericds, freehold sales proceeds
and store closure costswith reference
to supporting evidence,

recalculated the closing provision for
arepresentative sample of stores;

evaluated the accuracy and
cempleteness of provisions recorded
in light of the status of the Group's
UK steorerationalisation plan; and

assessed the completeness and
accuracy of disclosures within the
financial staterments in accordance
with IFRS.
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Key observations

We are satisfied that the Croup's estimate
of the impairments and store exit charges
and the associated disclosures are
appropriate.
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INDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.2 IMPAIRMENT OF UK STORE ASSETS

KEY AUDIT MATTER DESCRIPTION

Asat 3 April 2021 the Group held £3,594.0
million (2020 £3,926.0 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 annual assessment of
indicators of impairment. An impairment
charge of £66.4 million (2020: £69.3
million) and the reversal of previously
recognised impairment charges of £64 5
million for the UK store assets have been
recognised within adjusting items as set
outinnotes 5 and 15 te the financial
statements.

As described in note 15 to the financial
statements, the Group has estimated the
recoverable amaunt of store assets
based an their value in use, derived from
a discounted cash flow model prepared

by management. The modet relies on
certain assumptions and estimates of
future trading performance,
incorporating committed strategic
changes to the UK Clothing & Heme and
Food businesses and the performance of
new stores pperating within their shelter
pericd (which takes into account the time
new stores take to establish themselves
inthe market), all of which involve a high
degree of estimation uncertainty (as
disclosed in note 1 and note 15). The level
of risk related to the impairment of UK
store assets has decreased relativeto the
prior period as a result of some reduction
in the level of uncertainty in forecasting
future cash flows.

The key assumptions applied by
management in the impairment reviews
performed are:

HOW THE SCOPE OF OUR AUDIT RESPONDEDR TO THE KEY AUDIT MATTER

- future revenue growth and changes in
gross margin;

- longterm growthrates; and
— discount rates.

The Group considers that each retail
store constitutes its own cash generating
unit (CCUYand is assessed for
impairment separately, with the
exception of the outlet stores which are
used to clear aged seasonal Clothing &
Home inventery at a discount. The outlet
stores are considered to be a single group
cf assets for the purpose of impairment
testing.

The Audit Committee considers thistobe
a significant matter. Their consideration is
on page 80,

In responding to the identified key audit matter we completed the following audit procedures:

~ obtained an understanding of relevant
controls relating to the impairment
review process;

- evaluated and challenged
management’s range of impairment
indicators with due consideration given
to the profitability impact of
committed strategic changes to the UK
Clothing & Home and Foad businesses
and the performance of new stores,;

~ assessed the mechanical accuracy of
the impairment models and the
methodology applied by management
fer consistency with the requirements
of IAS 36,

- assessed the appropriateness of
forecast revenue and gross margin
growth rates through comparison with
external econemic benchmarking data
and with reference to historical
forecasting accuracy,
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- assessed the appropriateness of the
discount rates applied with the
involvement of our internal valuations
specialists and compared the rates
applied with our internat
benchmarking data;

- evaluated the appropriateness and
completeness of information included
in the impairment model based onour
cumulative knowledge of the business
driven by cur 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
retailindustry knowledge,; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key ohservations

We are satisfied that the judgements
applied, impairments and impairment
reversals recorded and disclosures within
the financial statements are appropriate.



KEY AUDIT MATTERS CONTINUED

5.3 IMPAIRMENT OF PER UNA GOODWILL

KEY AUDIT MATTER DESCRIPTION

Asat 3 Aprit 2021 the Group held £16.5
million (2020: £56.1 million) of goodwill
associated with per una. The Group is
required to assess the goodwilland
intangiple assets annually for mpairment
inaccordance with 1AS 36. These
represent a key source of estimation
uncertainty asdisclesed in note 1, and
management has provided sensitivities
innote 14,

The test for impairment of intangible
assets compares the carrying value of
related assets to the higher of their fair
value or value-in-use (a recoverable

amount)using an impairment model.
Developing a recoverable amount
requires significant management
judgement; the key judgements applied
by management in the development of
its impairment model are:

- therevenue and gross margin growth
rates;

- longerterm growth forecasts; and
- thediscount rate used.

Follewing the completion of the
impairment review, management has

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

recognised an impairment charge of
£39.6 million (2020: £33.4 million} in
relation to the per una goodwill.

We consider this to represent a key audit
matter reflecting the sensitivity of the
recoverable amount calculationto
changes in these key assumptions.

Roferto note 14 of the finarcial
statements.

The Audit Committee considers this to be
asignificant matter. Their consideration is
on page 80.

Inresponding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding cf relevant
controls relating to the review and
approval of the impairment review;

- assessed the appropriateness of
forecast revenue and gross margin
growth rates through comparison with
external economic benchmarking data
to determine if it provided
corroborative or contradictory
evidence in relation to management’s
assumptions, and with reference tc
historical forecasting accuracy;

- assessed the mechanical accuracy of
the impairment models and the
methodclogy applied by management
for consistency with the requirements
of IAS 36;

- assessed the appropriateness of the
discountrates applied with the
involvement of our internal valuations
specialists and compared the rates
applied with our internal
benchmarking data;

- evaluated other material assumptions
applied to the cash flow forecasts with
reference t¢ the macro-economic and
industry environment; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied that the assumptions
used by managementin determining
their valuation and the disclosure made
are appropriate.

GOVERNANCE
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INDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.4 INVENTORY PROVISIONS FOR UK CLOTHING & HOME

KEY AUDIT MATTER DESCRIPTION

As at 3 April 2021, the Group held UK
Clothing & Home inventories of £430.6
million{2020: £355.4 million), inclusive
of a provision of £78.2 million {(2020:
£184 3 million).

In 2020 the Group recognised an
inventary write-down of £157.0 million
{of which £145.3 million related to UK
Clothing & Home inventary) which was
included within the Group's directly
attributable gains/(expenses) resulting
from the Covid-19 pandemic agjusting
item.

In 2021 anet reversal of the inventory
impairment of £90.8 million (£101.6
million relating tc UK Clothing &Home
inventory) has been recorded within the
same adjusting item as disclesed in
note 5,

As described in the Accounting Policies
in note 1to the financial statements,
inventories are carried at the lower of
cost and net realisable value. As aresult,
judgement is applied in determining
the appropriate provisions required

for obsolete inventory and inventory
expected to be sold below cost based
upoen a detailed analysis of old season
inventory and forecast net realisable
value based upon plans for inventory to
gointo sale. We consider the assessment
of inventory provisions withirn UK
Clothing & Home to require the most
judgernent due to historical trading
performance and the guantum of gross
inventory.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Whilst it remains a significant judgerment,
the level of risk associated with inventory
provision has reduced in the period as a
resutt of areduction in the uncertainty
associated with forecasting future sales.

Management has determined the level
of provision with reference to forecast
future sales and purchases, utilising
available data from the past period on
the saleability of stock in the current
environment. Management has
described its methodology for the
calculation of the inventory provision
innoteslands.

The Audit Committee considers this to be
a significant matter. Their consideration is
on page 80,

Inresponding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of relevant
controls relating to inventory
rmanagement and the review and
appraval of the inventory provision,

- assessed the validity, accuracy and
completeness of the iInformation used
by management in computing the
Drovision,

— assessed the mechanical accuracy and
logic of the models underpinning the
provision;

- understood the changesin the
provisioning methodology and
challenged the appropriateness
thereof;
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- challenged and validated the key
assumptions applied by management
inestimating 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 2
future discount,

- tested the accuracy of the process
used by management to identify
potentiatly impaired inventory acress
arepresentative sample of individual
product lines; and

- assessed the completeness and
accuracy of disclosures within the
financial staternents in accordance
with IFRS

Key observations

We are satisfied with the judgements
taken by management and that the
resulting inventory provision for UK
Clothing & Horme is appropriate. We
believe the disclosures made around the
level of uncertainty appropriately reflect
reasonably possible future changesto
management’s estimates.



KEY AUDIT MATTERS CONTINUED

5.5 DISCLOSURE OF ADJUSTING ITEMS AS PART OF ALTERNATIVE PERFORMANCE MEASURES

KEY AUDIT MATTER DESCRIPTION

The Group has presented an alternative
performance measure being adjusted
profit before tax of £50.3 million {(2020:
£403.1 millicn), which is derived from

statutory loss before tax of £209.4 million

(2020: profit before tax of £67.2 million)
adjusted for a number of items (totalling
£259.7 millicn (2020: £335.9 million))
which the Group considers meet

their definition of an ‘adjusting item’.

Judgement is exercised by managerment

indetermining the classification of such
items and accordingly we consider there
to be arisk of fraud in the reporting of
adjusting items within the alternative
performance measures.

Cuidance has beenissued by the FRC
and European Securities and Markets
Authority {ESMAY during the periodin
relation to the impact of Covid-19 on

alternative performance measures which

encourages companies not to include
such costs within adjusting items, rather
toinclude separate disclosure.

Explanations of each adjusting item
are set out in note 5 to the financial
staterments and are surnmarised in the
graphic totheright:
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In determining adjusted profit befcre tax,
we identified the following risks.

- theidentification and classification

of items as ‘adjusting’ as part of
the presentation of alternative

performance measures may

be inappropriate, distorting the
reported results;

the omission of itemns which are
considered material, one-off or
significantin nature, distorting the
alternative performance measures;
and

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER
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- theclarity 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'sresults
and performance.

The Croup's policy regarding adjusting
itemsis setoutinnote 1. Thisis a
significant matter considered by the
Audit Committee on page 80.

oefore tax

Inresponding to the identified key augdit matter we completed the following audit procedures:

- obtained an understanding of relevant

controls, retating to the identification

and disclosure of adjusting items within

alternative performance measures;

- performed enqguiries of management
to understand the rationale applied
in identifying itemns as adjusting
and completed an independent
assessment as to the selection
and presentation of adjusting items
based on their nature;

- assessed theidentification and
consistency of items reported as
adjusting period on period with
reference to guidance published
by ESMA and the FRC specifically
censidering the treatment of directly
attributable gains/(expenses) resulting
from the Covid-19 pandemic;

- performed tests over a representative

sample of adjusting items through
agreement to supporting evidence;

used our cumulative audit knowledge
and applied data analytics to identify
and test other transactions outside
of the normal course of business, or
which display characteristics of being
material, significant or one-off in
nature;

considered the impact of adjusting
items on the directors' remuneration
targets to determine whether any
increased fraud risk factor existed
based on actual results for the period;
and

assessed the completeness and
accuracy of disclosures within the
financial statermentsin accordance
with IFRSs.

Key observations

We are satisfied that the items included
in adjusting items within the alternative
performance measures (including the
directly attributable gains/{expenses)

resulting from the Covid-19 pandemic of
£90.8 millicn) are in line with the Croup’s

policy and that they are appropriately
disclosed.
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INDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.6 THE GOING CONCERN BASIS OF ACCOUNTING

KEY AUDIT MATTER DESCRIPTION

Inundertaking their assessment of going
concern for the Group, which is
supported by the cash flows of the
Croup, the Directors reviewed the
forecast future performance and
anticipated cash flows. In doing sc they
considered the financing available to the
Croup and associated debt covenants,
including the covenant relaxation that
the Group has cbtainedin relation to

its financing facility, and cost saving
actions that the Group have takenin their
response to the Covid-19 pandemic
including certain Covernment support
schemes (incluging the furlough scheme

and business rates holidays). The
Directors have also determined
appropriate sensitivities to these
forecasts and considered the results
in forming their conclusion.

Whilst there continues to be a high level
of judgement as a result of the current
challenges in the retail property market
and the increasing move towards online
retail as well as the longer-term wider
economic impact of Covid-19, the level of
risk associated with the going concern
cenclusion has reduced as aresultof a
reduction in the uncertainty associated
with forecasting future cash flows.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Taking into account the sensitivity
analyses performed by management the
Directors have concluded that the Group
has sufficient resources available to meet
its Labilities as they fall due and have
concluded that there are no material
uncertainties around the going concern
assumptions.

Further details of the Directors’
assessment, including the sensitivities
apptied, are included within the Strategic
Repaort on pages 57 and 109 and in note 1
to the financial statements.

In responding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of relevant
controls relating to the assessment of
going concern maodels, including the
review of the inputs and assumptions
usedin those models;

- obtained management’s board
approved three-year cash flow
forecasts and covenant compliance
forecasts, including the sensitivity
analyses;

- assessed the appropnateness of
forecast assumptions by:

reading analyst reports, industry
data and other external information
and comparing these with
management’s estimates to
determine if they provided
corroborative or contradictory
evidenceinrelation to
rnanagement’s assumptions;

comparing forecast sales with recent
historical financial information to
cansider accuracy of forecasting;

enguiring of management regarding
the mitigating actions to reduce
costs and manage cash flows and
challenging the quantum of those
actions with reference to supporting
evidence and assessing whether the
mitigating actions were within the
Croup’s contral;
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testing the underlying data
generated to prepare the forecast
scenarios and determined whether
there was adequate support for the
assumptions underlying the
forecast;

reviewing correspondence
confirming UK Covernment support
such as indirect tax holidays and
staff furlough;

reviewing correspondence relating
to the availability of the Group's
financing arrangements, including
the covenant relaxation cbtained by
the Group in relation toits financing
facility;

understanding and challenging the
level of further mitigations available
to the Group beyond those included
within the forecast; and

considering the results of the
sensitivity analyses performed; and

- evaluated the Croup's disclosures on
going concern against the
requirements of IAS 1.

Key observations

We are satisfied that the Directors’
conclusion that there are no material
uncertainties over the Group and
Company’s ability to continue as a

going concern is appropriate and the
asscciated disclosures are in accordance
with the accounting standards.




6. OUR APPLICATION OF MATERIALITY

6.1 MATERIALITY

We define materiality as the magnitude of

Company financial

misstatement in the financial statements — Crouprmé”cjalswtemems — Stalemem_s -
that makes it probable that the econamic Materiality £16 0 million (2020:£18.0 millicn) £14.4 million
decisions of areasconably knowledgeable (2020: £16.2 million)
person would be changed or influenced. Basis for We considered the following metrics in the current 3% of net assets.
We use materialit_y bothin pLanning thg dEt:"'_ﬂi{_iilzng and prior period: We have used 3% of
fgope Oi?“r:’Ud't woi:k and in evaluating materiatity  _ Adjusted profit before tax net assetsin both the
e results of our work. :
) ) - Earnings before interest, tax, depreciation and cun_’ent and prior
Based on our professional judgement, we amortisation (EBITDA) De;'OdS. capped at
determined materiality for the financial 20% of Group
statements asa whole as follows: - Revenue rmateriality, as the
Using professional judgement we determined basis for materiality.
materiality tobe £16.0m.
Rationale In determining cur benchmark for materiality Net assetsis used as
for the we considered a number of different metrics the benchmark as the
benchmark used by investors and otherreaders of the Company operates
applied financial statements. prirmarily as a holding
- ) cormpany forthe
Grgup materiality represents: Group and we
Metric % therefore consider
Adjusted profit before tax 31.8  this asthe key metric "
EBITDA 28 forthe Company. o
Revenue 0.2 Wecappedmateriality 3
at 90% of Group §
materiality to reduce 2
the risk of a material
error arising as a
result of the
consolidation of the
Company's resultin
the Group financial
statements.
6.2 PERFORMANCE MATERIALITY
We set perfarmance matenality at a level ) Company Ninancial
lower than materiality to reduce the Group hnancialstaterments statements
probability that, in aggregate, uncorrected Performance 60%(2020: 50%) of Group materiality 60% (2020: 50%) of
and undetected misstaternents exceed materiality Company materiality
the materiality for the financial Basisand In determining performance materiality, we considered the following

statements as a whole.

6.3 ERROR REPORTING THRESHOLD

rationale for

determining

performance
materiality

factors:

- our curnulative knowledge of the Croup and its environment, including
industry wide pressure on retailers;

the level of change to the business in the period;
the changes to management personnel;

the level of centralisation in the Croup’s financial reporting controls
and processes; and

the level of misstaterments identified in prior pericds.

We have increased the performance materiality used as a percentage of
Group materiality, primarily due to the reduction in risk during this pericd
associated with the impact of Covid-19 on the Group's internal control
environment and the financial close process compared with the prior
period.

We agreed with the Audit Committee that we would report to the Committee all audit dif ferencesin excess of £0.8 million (2020:
£0.9 million), as well as differences below that threshold that, in our view, warranted reporting on gualitative grounds. We also report
tc the Audit Committee on disclosure matters that we identified when assessing the overall presentation of the financial statements.
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INDEPENDENT AUDITOR’S REPORT CONTINUED

7.AN OVERVIEW OF THE SCOPE OF OUR AUDIT

71IDENTIFICATION AND SCOPING
OF COMPONENTS

Our audit was scoped by obtaining an
understanding of the CGroup and its
environment, including group-wide
controls, and assessing the risks of
material misstatement at the Group level.

Components were selected to provide an
appropriate basis for undertaking audit
wark to address the risks of material
misstatementidentified. Based onour
assessment we have focused our audit on
the UK business which was subject to fuil
audit procedures. We have performed our
full audit scope of the UK component
using a materiality of £15.2 million {or 95%
of Group materiality}{2020: £16.2 million)
as this makes up substantially ail of the
Group's operations (96% of the Group's
revenue, 2020: 95%).

The Croup helds 50% of the ordinary
shares of ORL, and this interest is
accounted for as aninvestment in
associate in accordance with 1AS 28 on the
basis that the shareholders’ agreement
gives control over ORL to Ocade Croup
plc. In the current period the Group
recorded a share of profit of associate
from ORL of £64.2 million and 1s subject to
specified audit procedures.

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 consclidated financial information
arising from the components not subject
toa full audt.

A% 5Y,
T
96% 95%
Revenue Adjusted profit
before tax
7%
209
]
93% 80%
Loss Total assets
before tax
12%
@ Full sudit scope
@ Review at Group level
88%

Total Liabilities

7.2 0UR CONSIDERATION OF THE
CONTROL ENVIRONMENT

Qur audit strategy is torely on controls
over certain processes within a number
of business cycles. These included
procurerment within UK Clothing & Home
and Food, inventory, treasury and fixed
assetsincluding IFRS 16 Leases. As part
of our cantrols testing, we cbtained an
understanding of the Group’s processes
andtested controls through a
combination of tests of inquiry,

8. OTHER INFORMATION

ohservation, inspection and re-
performance.

On certain business cycles, we cbtained
an understanding of, but did not rely on,
controls. These included inventory
provisions, food rebates and financial
close and reporting.

Civen the importance of informaticn
technology ("1T7) to the recording of
financial information and transactions, we
have tested General IT contrals relating to
certain of the Croup’s IT systems where
relevant to our audit work. We have been
able toplace IT controls reliance across
these systemns to support the audit over
anumber of business cycles, such as
payables,

7.3 WORKING WITH OTHER AUDITORS

ORLis the only component of the Group
where work is conducted by a Deloitte
component auditor. We have issued
detailed instructions to the component
audit tearm to perform specified audit
procedures. Due to the non-co-terminus
year-end of ORL, we have performed 2
review of the component auditor's files
for the period ended 29 November 2020
and the reporting received from the
component auditor for the period
subsequent to 29 November 2020.

We have engaged regularly with the
component auditor throughout the audit
process, determining the nature, timing
and extent of the 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 otherinformation comprises the
nformation included in the annual report,
other than the financial statements and
our auditor’s report thereon, The directors
are responsible for the otherinformation
contained within the annual report.

Qur opinion on the financial statements
does not cover the otherinformation and,
except to the extent otherwise explicitly

stated in our report, we do not express any
form of assurance conclusion thereon.

Qur responsibility is to read the other
information and, in doing so, consider
whether the other information is
materially inconsistent with the financial
statements or our knowledge obtained in
the course of the audit, or otherwise
appears to be materially misstated.

9.RESPONSIBILITIES OF DIRECTORS

If we identify such material inconsistencies
or apparent material misstatements, we
are required to determine whether this
gives rise to a material misstaterment in
the financial statements themselves. If,
based on the work we have performed,

we conclude that there {s a material
rmisstatement 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 statement, the directors
are responsible for the preparation of

the financial staterments and for being
satisfied that they give a true and fair view,
and for suchinternal controt as the
directors determineis necessary to enable
the preparation of financial statements
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that are free from material misstatement,
whether due to fraud orerrar.

In preparing the financial statements, the
directors are responsible for assessing the
Croug’s and the Company’s ability to
continue as a going concern, disclosing

as applicable, matters related to geing

concern and using the going cancern basis
of accounting unless the directors either
intend to liquidate the Group or the
Company or to cease operations, or have
no realistic alternative but to do so.



10. AUDITOR’S RESPONSIBILITIES FORTHE AUDIT OF THE FINANCIAL STATEMENTS

Our objectives are to obtain reasonable
assurance about whether the financial
statements asa whole are free from
material misstatement, whether due to
fraud or error, and toissue an auditor’s
report that includes our opinion.
Reasonable assurance is a high tevel of
assurance butis not a guarantee that an

audit cenducted in accordance with
1SAs {(UK) wilt always detect a material
misstatement when it exists.
Misstatements 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.

Afurther description of our
responsibilities for the audit of the
financial statementsis located on the
FRC’s website at: www.frc.org.uk/
auditorsresponsibilities. This description
forms part of our auditor's report.

1.EXTENT TO WHICH THE AUDIT WAS CONSIDERED CAPABLE OF
DETECTINGIRREGULARITIES, INCLUDING FRAUD

Irregularities, including fraud, are
instances of non-compliance with laws
and regulations. We design proceduresin
line with our responsibilities, outlined
above, to detect material misstatements
inrespect of irregularities, including fraud.
The extent to which cur procedures are
capable of detecting irreqularities,
including fraud is detailed below.

T IDENTIFYING AND ASSESSING
POTENTIAL RISKS RELATED
TO IRRECULARITIES

inidentifying and assessing risks of
material misstaterment in respect of
irregularities, including fraud and
non-compliance with laws and
regulations, we considered the following:

- the nature of the industry and sector,
control enviranment and business
performance including the design of
the Group's remuneration policies, key
drivers for directors’ remuneration,
bonus levels and performance targets;

- the Group's own assessment of the
risks that irregularities may occur either
as aresult of fraud or error that was
approved by the board;

- results of our enquiries of management,
internal audit and the Audit Cornmittee
about their own identification and
assessment of the risks of irregularities;

- any matters we identified having
obtained and reviewed the Greup's
documentation of their policies and
procedures relating to:

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;

the internal controls established
te mitigate risks of fraud or
non-compliance with laws and
regulations; and

- the matters discussed amaeng the audit
engagement team andrelevant internal
specialists, including tax, valuations,
pensions, IT and industry specialists
regarding how and where fraud rmight
occur in the financial statements and
any potential indicators of fraud.

As aresult of these procedures, we
considered the opportunities and
incentives that may exist within the
organisaticn for fraud and identified the
greatest potential for fraud in the areasin
which managementis required to exercise
significant judgment, such as disclosure of
adjusting items. In common with all augits
under I1SAs (UK), we are also required to
perform specific procedures tarespond to
therisk of management override.

We also obtained an understanding of the
legal and regulatory framework that the
Croup operates in, focusing on provisions
of those laws and regutations that had a
direct effect on the determination of
material amounts and disclosuresin

the financial staternents. The key laws
and regulations we considered in this
context included UK Companies Act,
Financial Conduct Authority regulations
including the Listing Rules, pensicns and
taxlegislation.

In addition, we considered provisions of
other laws and regulations that do not
have & direct effect on the financial
statements but compliance with which
may be fundamentat to the Croup's ability
to operate or to avoid a material penalty.
These included the competition and
anti-bribery laws, data protection,
Croceries Supply Code of Practice,

and employment, environmental and
health and safety regulaticns.

1.2 AUDIT RESPONSE TO
RISKS IDENTIFIED

As aresult of performing the above, we
identified the disclosure of adjusting items
as a key audit matterrelated to the
potential risk of fraud. The key audit
matters section of our report explains the
matters in more detail and also describes
the specific procedures we perfermed in
response to that key audit matter.

In addition to the above, our procedures
te respond to risks identified included the
following:

GOVERMNANCE

- reviewing the financial statement
disclosures and testing to supporting
documentation to assess compliance
with provisions of relevant laws and
regulations described as having a direct
effect onthe financiat statements;

- enguiring of management, the Audit
Committee and in-house legal counsel
concerning actual and potential
litigaticn and claims;

- performing analytical procedures to
identify any unusual or unexpected
relationships that may indicate risks of
rnaterial misstatement due to fraud;

- reading minutes of meetings of those
charged with governance, reviewing
internal audit reports and reviewing
correspondence with HMRC; and

- in addressing the risk of fraud through
management override of controls,
testing the appropriateness of journal
entries and other adjustments;
assessing whether the judgerments
made in making accounting estimates
are indicative of a potential bias; and
eveluating the business raticnale of any
significant transacticns that are unusuat
or outside 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
remained alert to any indications of

fraud or non-compliance with laws and
regulations throughout the audit.
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INDEPENDENT AUDITOR'S REPORT CONTINUED

REPORT ON OTHER 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 augited has
been properly prepared in accordance
with the Companies Act 2006.

In aur opinion, based onthe work
undertakenin the course of the audit’

- the information given in the strategic
report and the directors' report for the
financial period for which the financial
statements are prepared is consistent
with the financial statements: and

- the strategic report and the directors’
report have been prepared in
accordance with applicable legal
requirements.

In the light of the knowledge and
understanding of the Group and the
Cormpany and their environment @obtained
in the course cf the audit, we have not
identified any material misstatements in
the strategic report or the directors’
report.

13. CORPORATE COVERNANCE
STATEMENT

The Listing Rules require us to review the
directors’ statementin relation to Qoing
concern, longer-term viability and that
part of the Corporate Governance
Staternent relating to the Group's
compliance with the provisions of

the UK Corporate Governance Code
specified for our review.

Based on the work undertaken as part of
our audit, we have concluded that gach of
the followng elements of the Corporate
Governance Statement is materially
consistent with the financial statements
and our knowledge obtained during the
audit:

~ the directors' staterment with regards to
the appropriateness of adopting the
going concern basis of accounting and
any material uncertainties identified set
out on page 109;

the directors’ explanation as to its
assessment of the Group's praspects,
the period this assessment cowvers and
why the period is appropriate set outon
page 57;

- the directors' staterment on fair,
balanced and understandakbie set out
onpage 110;
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~ the board’s confirmation that it has
carried out a robust assessment of the
TMETGInG and prntipal nsks stk out on
page 110;

the section of the annual report that
describes the review of effectiveness of
risk management and internal control
systems set out an pages 47 to 57;and

the section describing the work of the
audit committee set out on pages 77
to 83,

14, MATTERS ON WHICH WE ARE
REQUIRED TO REPORT BY EXCEPTION

14.1 Adegyuacy of axplanations received
and accounting records

tUnder the Compares Act 2006 we are
required to report £o you if, in our opinion:

- we have not received all the information
and explanations we require for our
audit; or

1

adequate accounting records have not
been kept by the Company, or returns
adequate for our audit have not been
received from branches not visited by
us; Gr

1

the Campany financial statements are
not in agreement with the accounting
records and returns.

We have nothing to report in respect
of thease matters,

14.2 Directors' remuneration

Under the Companies Act 2006 we are
also required to report if in our opinion
certain disclosures of directors’
remuneration have not been made or the
part of the directors’' remuneration report
to be audited is not in agreement with the
accounting records and returmns.

We have nothing to report in respsct
of these matters.

15. OTHER MATTERS WHICH WE ARE
REQUIRED TO ADDRESS

15.1 Auditor tenure

Following the recommendation of the
Audit Committee, we were appointed by
the shareholders an 8 July 2014 to audit
the financial statements for the period
ending 28 March 2015 and subsequent
financial periods. The period of totat
uninterrupted engagement including
previous renewals and reappointments of
the firm is 7 pericds, covering the periods
ending 28 March 2015 to 3 April 2021.

15.2 Consistency of the audit report
with the additional report to the
Audit Committee

Cwr audit opinion is consistent with the
additional report to the Audit Committee
we are required (o provide in accordance
with ISAs (UK).

16. USE OF OUR REPORT

This report is made solely to the
Company's members, as a body, in
accordance with Chapter 2 of Part 16 of the
Companies Act 2006. Our audit work has
been undertaken so that we might state
to the Comipany’s members those matters
we are reguired to state to theminan
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,

/MU-‘ "/\(- ]
Richard Muschamp FCA

{Senior statutory auditor)

For and on behalf of Deloitte LLP
Statutory Auditor

London

25 May 2021




CONSOLIDATED INCOME STATEMENT

53weeks ended 572 weeksended
3 Apfiﬁqm 28 March 2020

Total Total
Notes £m £m
Revenue o ] . 23 91557 101819
Share of result in associate - Ccado Retail Limited 3,5,29 64.2 (14.2)
Operating {loss)/profit 2,3,5 {30.7) 254 8
Financeincome 5,6 574 469
Finance costs 56 (236.1) (234.5)
{Loss)/profit before tax } B o o 4.5 (200.9) 672
Income tax credit/(expense} L 7 8.2 (39.8)
{Loss}/profit for the year {201.2) 274
Attributable to:
Cwners of the parent {198.0) 237
Non-controlling interests (3.2) 3.7
o L (201.2) 274
{Loss)/earnings per share
Basic (loss)/earnings per share 8 (10.1p) 1.3p
Diluted (loss)/earnings per share 8 (10.1p} 1.2p
Reconciliation of profit before tax & adjusting items:
{Loss)/profit before tax (209.4) 67.2
Adjusting items 5 259.7 3359 E
Profit hefore tax & adjusting items — non-GAAP measure 50.3 4031 5
g
Adjusted earnings per share - non-GAAP measure @
Adjusted basic earnings per share 8 1.4p 16.7p S
Adjusted dituted earnings per share 8 1.4p 16.6p g
fr
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CONSOLIDATEP STATEMENT OF COMPREHENSIVE INCOME

53weeksended 52wee<sended

3April202)  28March 2020
Notes £m Im
{Loss)/profit for the year {201.2) 274
Other comprehensive (expense)/income:
Items that will not be reclassified subsequently to profit or loss
Rerneasurements of retirement benefit schemes 1 (1,352.0) 9279
Tax credit/(charge) on retirement benefit schemes 256.5 (196.7)
{1,095.5) 731.2
Items that may be reclassified subsequently to profit or loss
Foreign currency translation differences
—rmovements recognised in other comprehensive income {27.7) 51
—reclassified and reported in profit or loss 37 29
Cash flow hedges
— fair value movements recognised in other comprehensive incorme 21 (215.5) 1403
- reclassified and reported in profit or loss 21 26.5 (18.4)
Tax credit/icharge) on cash flow hedges 37.0 (270)
{176.0) 1029
Other comprehensive (expense)/income for the year, net of tax (1,271.5) 834
Total comprehensive (expense)/income for the year {1,472.7) 861.5
Attributable to:
Owners of the parent {1,469.5) 8578
Non-controlling interests ~ - (3.2) 37
(1,472.7) 8615
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Asat3Aprii  AsatZ8March  Asat 30 March
2021 2020 (Restated) 2019 (Reslated)

Notes £m £m Em
Assets
Non-current assets
Intangible assets 14 232.0 399.1 4999
Property, plant and equipment 15 5,058.6 5,/494.2 56623
Investment property 15.2 15.5 15.5
Investments in joint ventures and associates 28 825.8 760.4 4.0
Other financial assets 16 9.7 a7 99
Retirement benefit asset 1 639.2 1915.0 1315
Trade and other receivables 17 261.4 262.6 273.0
Derivative financial instruments 21 0.3 12.4 19.8
o 70422 896895 74159
Current assets
Inventaries 5 624.6 5641 700.4
Other financial assets 16 18.4 n.7 141.8
Trade and other receivables 17 209.6 298.0 2672
Cerivative financial instruments 21 32.8 735 403
Current tax assets 35.4 19.3 -
Cash and cash equivalents 18 674.4 254.2 3104
- o o L ) 1,595.2 12208 14601
Total assets - o 7 ) o 8,637.4 10,i8%.7 828760
Liabilities
Current liabilities
Trade and other payables 19 1,599.0 1,501.0 1,518.2
Partnership liability to the Marks & Spencer UK Pension Scheme 12 124.9 79 719
Borrowings and other financial tiabilities 20 432.8 247.8 625.6
Derivative financial instruments 21 96.0 13.0 7.3
Provisions 22 43.1 21.5 100.7
Current tax liabilities ) - - - 26.2
o - . 2,2958 18552 23499
ur
Non-current liabilities E
Retirement benefit deficit 11 7.8 124 17.2 =
Trade and other payables 19 192.2 2226 15.6 E
Partnership lability to the Marks & Spencer UK Pension Scheme 12 68.6 135.5 2005 w
Borrowings and other financial ligbilities 20 3,659.9 3,865.9 3,6285 g
Derivative financial instruments 2] 10.7 07 2.8 z
Provisions 22 74.2 56.5 727 é
Deferred tax liabilities S 23 42.3 3324 ~ T9se
- ) 4,055.8 46260 40568
Total liabilities o - 6,351.6 6,481.2 6,406.8
Net assets 2,285.8 3,708.5 2,469.2
Equity
Issued share capital 24 489.2 487.6 406.3
Share premium account 24 910.4 9104 416.9
Capital redemption reserve 2,210.5 22105 22105
Hedging reserve 21 (54.8) 68.6 (14.6)
Cost of hedging reserve 21 4.6 57 1.7
Otherreserve {6,542.2) (6,542.2) (6,542.2)
Foreign exchange reserve {59.9) (359 (43.9)
Retained earnings o 5,325.2 6,597.8 65,024.8
Equity attributable to owners of the parent 2,283.0 3,702.5 24695
Non-controlling interests 2.8 60 03
Total equity 2,285.8 3,708.5 2,469.2

1 Seenotelfordetailsof achangeinaccounting policy and the resulling restaterment of prior years

The financial statements were approved by the Board and authorised for issue on 25 May 2021. The financial statements also comprise
notes 1to 37.

How T

Steve Rowe, Chief Executive Officer Ecin Tonge, Chief Financial Officer
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Ordinary Share Capital Fareign Non-
share premum redemption Hedging Costof Other exchange Retained cantrolling
capital account reserve  rescrve hedging reserve’  reserve earn ngs’ Total interest Total
im £m fm fm £m £m Em fm fm £m £m
As at 31 March 2019 406.3 4169 22105 (14.6) 1.7 (6542.2) (43.9) 6024.8 24695 (0.3) 2,469.2
Profit for the year - - - - - - - 237 237 37 274
Other comprehensive
income/(expense);
Foreign currency translation
~movements recognised in other
comprehensive income - - - - - - 51 - 5.1 — 5.1
- reclassified and reportedin
profit or loss — — - — - - 2.9 - 25 - 29
Remeasurements of retirement
benefit schemes - - - - - - - 9279 9279 - 9279
Tax charge on retirement
benefit schemes - - - - - - - (196.7)  (196.7) - (196.7)
Cash flow hedges
- fair value movement in other
comprehensive income - - - 1478 7.5 - - - 140.3 - 140.3
- reclassified and reportedin
profit or loss - - - (18.4) - - - - (18.4) - (18.4)
Tax on cash flow hedges — - - (285) 15 - - - (27.0) - (27.0)
Other comprehensive income/f
(expense) - - - 100.9 (6.0) - 8.0 731.2 834.1 - 834.1
Total comprehensive income/
{expense) - - - 1009 (6.0) - 8.0 754.9 857.8 3.7 861.5
Cash Flow hedges recognised in
inventories - - - (21.8) - - - - {21.8) - (21.8)
Tax on cash flow hedges
recognised in inventories - - - 41 - - - - 4] - 4]
Transactions with owners:
Dividends - - ~ - - - — g9y (091 -~ Q91
Transactions with non-controling
shareholders - - - - - - - - - 26 2.6
Shares issued on exercise of
employee share gptions - 01 - - - - - - Qi - 01
Shares issued on rights issue? 813 4934 - - — - — - 5747 - 5747
Purchase of own shares held by
employee trusts - - - - - E - 89 89) - (8.9)
Credit for share-based payments - - - — - - - 18.5 185 - 18.5
Deferred tax on share schemes - - - - - - - {0.4) 0.4) - (0.4)
Asat 28 March 2020 4876 9104 22105 686 5.7 (6,542.2) (35.9) 6,597.8 3,702.5 6.0 3,708.5
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY CONTINUED

Ordinary Share Capilal Foreign Non-
share premium redemption lledging Cost of Other exchange Retained controlling
capital account reserve  reserve hedging reserve'  reserve earnings? Total Interest Total
fm £m m £m £m Im £m Em £m £mn Em
As at 29 March 2020 4876 9104 2,210.5 68.6 5.7 {(6,542.2) (35.9) 6,597.8 3,702.5 6.0 3,708.5
Loss for the year - - - - - - - (198.0) (198.0) (3.2} (201.2)
Other comprehensive
{expense)/income:
Foreign currency translation
-moverments recognised in cther
comprehensive income - - - - - - (27.7) - (27.7) - {22.7)
-reclassified and reportedin
profit or loss - - - - - - 3.7 - 3.7 - 37
Remeasurements of retirement
benefit schemes - - - - - - - (1,352.0) {1,352.0} - (1,352.0}
Tax credit on retirement benefit
schemes - - - - - - - 256.5 256.5 - 2565
Cash flow hedges
- fair value movement in cther
comprehensive income - - - (214.2) (1.3) - - - (215.5) - (215.5)
-reclassified and reported in
profit or loss - - - 265 - - - - 26.5 - 26.5
Tax on cash flow hedges - - - 368 0.2 - - - 37.0 - 37.0
Other comprehensive
{expense)fincome - - - {1509} (1.1} - (24.0) (1,095.5) (1,271.5) - (1,271.5)
Total comprehensive
{expense)/income - - - (1509) (1.1} - (24.0) (1,293.5) {1,469.5) (2.2) 0,472.7)
Cash flow hedges recognised in
inventories - - - 339 - - - - 339 - 339
Tax on cash flow hedges
recognised ininventories - - - (6.4} - - - - (6.4) - (6.4}
Transactions with owners: w
Sharesissued inrespect of 2
employee share options 1.6 - - - - - - {1.6) - - - E
Purchase of cwn shares held by E
employee trusts - - - - - - - {0.8) (0.8} - {0.8) 2
Credit for share-based payments - - - - - - - 19.3 19.3 - 19.3 g
Deferred tax on share schemes - - - - - - - 4.0 4.0 - 4.0 E
As at 3 Aprit 2021 489.2 910.4 2,210.5 (54.8) 4.6 (6,542.2) (59.9) 5,325.2 2,283.0 2.8 2,2858 .

I The“Otherreserve wasoriginally createc as part of the capital restru¢ tuning that took place in 2002 It represents the difference between the nominal value of the shares 1ssued
priar tothe capital reduction by the Company (being the carrying value of the investment in Marks and Spencer plc) and the share capital, share prerrium and capital redemption
reserve of Marksand Spencer ple at the dale of the transaction

Included within Retained ezrnings s the fair value through other comprohensive incame reserve,

The share premium amount of £493 Am isnet of £26 6m nrelationto transaction costs associated withthe ngnts ssue

[WEN)
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CONSOLIDATED STATEMENT OF CASH FLOWS

S1weeks ended

52 weeks endad
28 March 2020

3 April 2021 (Restated)'

Notes £m £m
Cash flows from operating activities
Cash generated from operations 26 876.7 10454
Income tax paid ~ ) ) (5.8) (91.6)
Eggash inflow from operaiigg activities ) 870.9 9538
Cash flows from investing activities
Proceeds an property disposals 2.9 27
Purchase of property, plant and equipment {158.9) (251.0)
Purchase of intangible assets (47.8) (77.6)
(Purchase)/sale of current financial assets (6.7) 130.1
Purchase cof investments in associates and joint ventures’ 8.7 (580.3)
R&Etrrecelved N 9.2 104
Net cash used in investing activities (192.6) (765.7)
Cash flows from financing activities
Interest paid? {219.3) (224.2)
Issuance of Medium Term Notes 300.0 250.0
Redemption of Medium Term Notes (136.4) (400.0)
Repayment of lease liabilities (184.3) (201.4)
Payment of liability to the Marks & Spencer UK Pension Scheme (17.2) (63.5)
Equity dividends paid E - Q91
ﬁares issued on exercise of ermployee share options 24 - 01
Proceeds from rights issue net of issue costs 24 - 574.4
Purchase of own shares by employee trust {0.8) (3.9)
Cash received from settlement of derivatives 14.0 77
Net cash used infinancing activities B (244.67 (256.9)
Net cash inflow/(outflow) from activities i 434.3 {68.8)
Effects of exchange rate changes (3.3) 05
Opening net cash ) 238.7 3070
uc_Ensing net cash B 27 669.7 2387

1. Sienotelfordetaits onachangeinaccounting pot.cy and the resulling restatement

2 Includes nflowof £11 2m upen finalisation of the completion statement in relation to the Investrnent in Ocado Retail | imited {last year outflow of £577 8miand outflow of £2 5m

(last year £7 Srmyinrelation to Founders Factory Retail Littuted

3 Incluges interest paid onthe oartnersnip liability to tre Marks & Spencer UK Pension Scheme of E6 4 (last year £8 4m)and interest paid on lease babilites of £132 3m

(lzst year £134 3m)
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NOTESTO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES

Ceneralinformation

Marks and Spencer Group plc (the "“Company™) is a public
Company limited by shares incorporated in the United Kingdom
under the Companies Act and is registered in England and Wales.
The address of the Company’s registered office is Waterside
House, 35 North Wharf Road, London W2 INW.

The principal activities of the Company and its subsidiaries (the
“Croup” and the nature of the Group’s cperationsis as a Clothing
& Home and Food retailer.

These financial statements are presented inslerling, which is
also the Company's functional currency, and are rounded to the
nearest hundred thousand. Foreign operations are included in
accordance with the policies set cut within this note.

Basis of preparation

The financial statements have been prepared for the 53 weeks
ended 3 April 2021 (last year: 52 weeks ended 28 March 2020)
inaccordance with international accounting standardsin
conformity with the requirements of the Companies Act 2006
and the International Financial Reporting Standards adopted
pursuant to Regulation (EC) Nc 1606/2002 as it applies in the
European Union.

The Marks and Spencer Scottish Limited Partnership has taken
an exemption under paragraph 7 of the Partnership (Accounts)
Regulations 2008 from the requirement 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 directors have
considered the business activities as set out on pages 10 to 25,
the financial position of the Group, its cash flows, liquidity
position and borrowing facilities as set out in the Financial
Review on pages 38 to 46, the Group’s financial risk management
objectives and exposures to liquidity and other financial risks as
set autin note 21 and the principal risks and uncertainties as set
out on pages 48 to 56.

At 3 April 2021, the Group had available liquidity of £1,799.4m,
comprising cash and cash equivalents of £674.4m, an undrawn
committed syndicated bank revolving credit facility ("RCF™ of
£1.70n (set to mature in April 2023), and undrawn uncommitted
facilities amounting to £25.0m. This is anincrease of £395.2m
compared to the £1,404.2m liquidity pasition as at 28 March
2020 and has been achieved through the active measures taken
by the Group to strengthen liquidity in response to therisks
posed by the Covid-19 pandemic. In addition to operational
cash preservation actions, the following measures have also
been undertaken:

- Refinancing the upcoming December 2021 bond maturity with
a£300m 2026 bond issuance.

- Extending the relaxation of covenant tests with the lending
syndicate of banks providing the £1.1bn revolving credit facility,
up to and including the period to March 2022.

in adopting the going cencern basis of preparation, the directors
have assessed the Group's cash flow forecasts which incarporate
alatest estimate of the ongoing impact of Covid-19 on the Croup.
The forecast assumes that the UK government's four-step
roadmap out of lockdown continues as planned, but that a full
lifting of restrictions does not occur until 3 2021/22.

Under these latest forecasts, the Group is able to operate without
the need te 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 directors have reviewed the evolution of Covid-19 and

the impact on the business and considered the potential
longer-term impacts of the pandemic by modelling a more
severe, but plausible, downside scenaric. This downside scenario
assumes that:

- Afour-month lockdown between December 2021 and
March 2022 witl be mandated by the government, resulting
in store closures and a 3% decline in Food sales. Between this
period, arange of 10% - 20% decline in Clothing & Home sales
has heen madelled, as well as & 10% decline in International
sales. These declines have been set with reference to the
2020/21 results; and,

— Aneconomic recessionin the UK from October 2021, following
the cessation of the Coronavirus Job Retention Scheme in
the UK, that continues inta 2022/23 and 2023/24, resulting in a
decline in sales of between 1% - 5% per annurn, continuing for
three years, across both sides of the business.

Even under this severe but plausible downside scenario, the
Group would continue to have sufficient liquidity headroom
onits existing facilities and against the revolving credit facility
financial covenant for the forecast period. Although should
such a scenario arise, there are arange of mitigating acticns that
could be taken to reduce the impact. Given current trading and
expectations for the business, the directors consider that this
downside scenaric reflects a plausible, but remote, outcome for
the Group.

In addition, reverse stress testing has been applied to the model,
which represents a significant decline in sales compared to the
downside scenario. Such a scenario, and the sequence of events
which could lead toit, is considered to be remote.

As aresult, the directors believe that the Group is well placed to
manage its financing and other significant risks satisfactorily
and that the Group will be able to operate within the level of its
facilities for the foreseeable future, being a period of at least

12 months from the approval of the financial statements.

For this reason, the directors consider it appropriate for the
Croup to adopt the going concern basis in preparing its
financial statements.

Change in accounting policy

Due to a change in the Group’s accounting policy to recognise
BACS payments at the settlement date, rather than when they
are initiated, to more appropriately reflect the nature of these

transactions, the comparative amounts have been restated.

Theimpact on the 28 March 2020 balance sheet is an increase

to current trade and other payables of £74.6rm (2079 £93.8m),
adecrease to bank loans and overdrafts, within current labilities,
of £68.8m (201%: £68.8m) and an increase to cash and cash
equivalents of £5.8m (2019: £25.0m). Net cash outflow from
activities in 2019/20 hasincreased by £19.3m while net debt

as at 28 March 2020 has decreased by £74.6m (2019 £83.9m).
There is no impact on the income statement, earnings per share
or net assets.

New accounting standards adopted by the Group

The Group has applied the following new standards and
interpretations for the first time for the annual reporting period
commencing 28 March 2020;

- Amendments to IAS 1and |AS 8: Definition of Material
- Amendments to IFRS 3: Definition of a Business

- Amendments te References to the Conceptual Framework in
IFRS Standards
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The Group also elected to adopt the following amendment early:
- Amendment to IFRS 16: Covid-19-Related Rent Concessions

The impact of early adopting the amendment to IFRS 16 is
described below

The adoption of the other standards and interpretations listed
above has not led to any changes to the Group's accounting
policies or had any other material impact on the financial position
or perfoermance of the Group.

Amendment to IFRS 16: Covid-19-Related Rent Concessions

The Group has applied the amendment to IFRS 16 in advance of
its effective date and, as a result, has treated rent concessions
occurring as a direct consequence of Covid-19 as variable lease
payments rather than as lease modifications.

The arnount recognised in profit or loss inthe period to reflect
changes in lease payments arising from Covid-19-related rent
concessions was a gain of £109m.

New accounting standards in issue but not yet effective

New standards and interpretations that are in issue but not yet
effective are listed below:

- IFRS17 Insurance Contracts

~ Amendmentsto IFRS 9, 1A5 39, IFRS 7, IFRS 4 and IFRS 16;
Interest Rate Benchmark Reform Phase 2

~ Armendments to IFRS 10 and IAS 28: Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture

~ Amendments to lAS 1; Classification of Liabilities as Current
or Non-Current

- Amendments to IFRS 3: Reference to the Conceptual Framewaork

- Amendments to |AS16: Property, Plant and Equipment —
Proceeds before Intended Use

- Amendments tc |AS 37: Onerous Contracts - Cost of Fulfilling
aContract

- Annuallmprovements to IFRS Standards 2018-2020 Cycle
Amendments to IFRS T First-time Adoption of International
Financial Reporting Standards, IFRS 9 Financial Instruments,
IFRS 16 Leases and IAS 41 Agriculture

The adoption of the above standards and interpretations is not
expected tolead to any changes to the Croup's accounting
policies or have any cther materialimpact on the financial
position or performance of the Group

Alternative performance measures

In reporting financial information, the Croup presents alternative
performance measures (APMs), which are not defined or specified
under the reguirements of IFRS.

The Croup believas that these APMs, which are not considered
to be a substitute for, or superior to, IFRS measures, provide
stakeholders with additional helpful information on the
performance of the business. These APMs are consistent with
how the business performance is planned and reported within
the internal management reporting to the Board and Executive
Committee. Sorme of these measures are also used for the
purpose of setting remuneration targets.

The key APMs that the Group uses include: like-far-like revenue
growth, operating profit before adjusting items; profit before tax
and adjusting itemns, 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 others used by the
Croup, are set out inthe Glossary including explanations of how
they are calculated and how they can be reconciled to a statutory
measure whete relevant.
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The Croup reports some financial measures, primarily
International sales, on both a reported and constant currency
basis. The constant currency basis, which is an APM, retranslates
the previous year revenues at 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 Croup makes certain adjustments to the statutory profit
measures in order to derive many of these APMs_ The Croup's
policy is to exclude iterns that are considered significant in nature
and/or quantum to the financial statement line item or applicable
disclosure note or are consistent with items that were treated as
adjusting in pricr periods. The Group's definition of adjusting
items is consistent with orior periods. Previousty these were
presented in the consolidated income statement in a columnar
format; the Group now presents a reconciliation of profit before
tax and adjusting itemns to profit befare tax en the face of the
consolidated income statement. Adjusted results are consistent
with how business performance is measured internally and
presented to aid comparability of performance. On this basis,
the following items were included within adjusting items for the
53-week period ended 3 April 2021

- Net charges associated with the strategic programime in
relation to the review of the UK store estate,

- Significant restructuring costs and other associated costs
arising from strategy changes that are not considered by the
Croup to be part of the normal operating costs of the business.

—- Impairment charges and pravisions that are considered to be
significant in nature and/or value to the trading performance
of the business.

- Charges and reversals of previous impairments arising from
the write-off of assets and other property charges that are
considered to be significant in nature and/or value.

~ Adjustments to income from M&S Bank due to a provision
recognised by M&S Bank for the cost of providing redress to
customers in respect of possikle mis-selling of M&S Bank
financial products.

- Significant non-cash charges relating to the Croup’s defined
benefit scheme arising from equalisation of guaranteed
rinimum pensicns (CMP) and other pension equalisation.

- Significant costs arising from establishing the investment in
Qcado Retail Limited.

~ 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 resulting from the
Covid-19 pandemic.

- Transition costs associated with the Sparks loyalty programmie’.

b Ad ust ngitems in the current year include the chargesassociatedwithithe trans ton
of the Sparksloyalty programme While the Croup provides voucherstocustomers as
parlof tsongong operat ons, vouchers of this nature and guantum nave nover been
provided before ir relation to a one-off event (refer Lo note 5 for further detailsy
The Group nas rev ewed how .t apolesits policy and has concludedtainclude these
chargesmad,ustingitems

Refer to note 5 for a summary of the adjusting items.
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A summmary 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
benefit pension schemes which are measured at fair value at
the end of each reperting period, as explained in the accounting
policies below.

Basis of consolidation

The Group financial statements incorporate the financial
statements of Marks and Spencer Croup plc and allits
subsidiaries made up to the period end date. Where necessary,
adjustments are made to the financial staterments of subsidiaries
to bring the accounting policies used in line with those used by
the Croup.

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;
isexposed, 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 Company reassesses whether or not it controls an
entity if facts and circumstances indicate that there are changes
to one cr more of these three elements of control. Consolidation
of a subsidiary begins when the Company obtains contrcl over
the subsidiary and ceases when the Company loses control of the
subsidiary. Subsidiary undertakings acquired during the year are
recerded using the acquisition method of accounting and their
results are included from the date of acquisition.

The separable net assets, including property, plant and
equipment and intangible assets, of the newty acquired
subsidiary undertakings are incorporated into the consclidated
financial statements on the basis of the fair value as at the
effective date of control.

Intercompany transactions, balances and unrealised gains
on transactions between Croup companies are eliminated
on consolidation.

Associates

Anassociate is an entity aver which the Group has significant
influence and that is neither a subsidiary nor an interest in a

joint venture. Significant influence is the power to participate in
the financial and operating policy decisions of the investeg but is
not control or joint control over thase policies. The results and
assets and liabilities of associates are incorporated in these
financial statements using the equity method of accounting.
Under the equity method, an investment in an associate is
recognised initially in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the Group's
share of the profit or loss and ether comprehensive income of
the associate. When the Group’s share of losses of an associate
exceeds the Croup's interest in that associate (whichincludes any
long-term interests that, in substance, form part of the Group's
net investment in the associate), the Group discontinues
recognising its share of further losses. Additional losses are
recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of

the asscciate. Dividends received or receivable from an asscciate
are recognised as a reduction inthe carrying amount of

the investment.

Associated undertakings acquired during the year are recorded
using the eguity method of accounting and their results are
included from the date of acquisibion. On acquisition of the
investment in an associate, any excess of the cost of the
investment over the Group's share of the net fair value of the
identifiable assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of the
investment, Any excess of the Group’s share of the net fair value
of the identifialzle assets and liakilities over the cost of the
investment, after reassessment, is recognised immediately in
profit or loss in the period in which the investment is acquired.
The Growyp's share of the net fan value of identimiedintangible
assets isamortised over the expected useful economic life of
the assets.

The requirements of 1AS 36 are applied to determine whetheritis
necessary te recognise any impairment loss 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 |AS 36 as a single asset by
comparing its recoverable armount (higher of value in use and
fair vatue less costs of disposaljwith 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 interests in the
associate that are not related to the Group.

Revenue

Revenue comprises sales of goods to customers outside the
Group less an appropriate deduction for actual and expected
returns, discounts and loyalty scheme vouchers, and is stated net
of value added tax and other sales taxes. Revenue is recognised
when performance obligations are satisfied and goods are
delivered to our franchise partners or the customer and the
control of goodsis transferred to the buyer. Online sales are
recognised when itermns are delivered, as thisis when the
performance obiigation is deemed to have been satisfied.

Aright of returnis not a separate performance obligation and
the Croup is required to recognise revenue net of estimated
returns. Arefund Liability and a corresponding asset in inventory
representing the right to recover products from the customer
are recognised.

wr
bl
z
[
=
[
=
<t
=
Ll
-
b
[
4
=
z
[*N

The Group enters into agreements which entitle other parties
to operate under the Marks & Spencer brand name for certain
activities and operations, such as M&S Bank and M&S Energy.
These contracts give rise te performance-based variable
consideration. Income dependent on the performance of the
third-party operaticns s recognised whenit is highly probable
that a significant reversal in the amount of income recognised
will not occur, and presented as other cperating 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 fromits
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 earned up to the balance
sheet date for each relevant supplier agreement. Marketing
contributions, equipment hire and other non-judgemental,

fixed rate supplier charges are not includedin the Croup’s
definition of supptier income.
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The types of supplier income recoagnised by the Croup and the
assoclated recognibon policies are:

A. Promotional contribution includes supptier contributions to
promotional giveaways and pre-agreed contributions to annual
“spend and save” activity.

incame is recognised as a deduction to cost of salas over

the relevant promotional period. Inceme s calculated and
invoiced at the end of the promotional penod based on actual
sales or according to fixed contribution arrangements.
Contributions earned but not invoiced are accrued at the end
of the relevant period.

B.Volume-based rebates Includes annual growth incentives,
seasonal contributions and contributions to share economies of
scale resutting from moving product supply.

Annual growth incentives are calculated and inveiced at 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 reductionin cost of sales inthe
year to which they relate. Other volume-basedrebataes are
agreed with the supplier and spread over the relevant seascn/
contract perod to which they relate. Contributions earned but
not invoiced are accrued at the end of the relevant period.

Uncollected supplier income at the balance sheet date 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
Group has the legal right and intention to offset these balances.

B. Trade and other receivables Supplier income that has been
earned but not invoiced at the balance sheet date is recognised
intrade and other receivables and primarily relates to volume-
based rebates that run up to the period end.

{n order to provide users of the accounts with greater
understanding in this area, additional balance sheet disclasure
Is provided in note 17 to the financial statements

M&S Bank

The Group has an economic interest in M&S Bank which entitles
the Group ta 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
shareholders. Interim dividends are recorded in the period in
which they are approved and paid.

Government grants

Government grants are recognised where there is reasonable
assurance that the grants will be received and that the Group will
comply with the conditions attached to them.

Government grants that compensate the Group for expenses
ncurred are recognised in profit or loss, as a deduchion against
the related expense, over the periods necessary to match them
with the related costs.

Government grant income is disclosed in note 30.

Pensions

Funded pension plans arg in ptace for the Group's UK employees
and some overseas employees.

132 Marksand Spencer Groupplc

For defined benefit pension schemes, the difference between
the fair value of the assets and the present value of the defined
benefit obligation is recognised as an asset or liability inthe
statement of financial position. The defined benefit obligationis
actuarially calculated using the projected unit credit method.
An asset can be recognised asin the event of a plan wind-up, the
pension scheme rules provide the Group with an uncaonditional
nght to a refund of surplus assets assuming a full settlement of
planliabilities. In the ordinary course of business, the Trustees
have no rights to wind-up, or change, the benefits due tothe
members of the scheme. As a result, any net surplus in the UK
defined benefit (DB) scheme is recognised in full,

The service cost of providing retirement benefits to employees
during the year, together with the cost of any curtailment, is
charged to cperating profitin the year. The Group nolonger
incurs any service cost or curtailment costs related to the UK
DB pension scheme as the scheme is closed to future accrual.

The net interest cast on the net retirement benefit asset/liabitity
is calculated by applying the discount rate, measured at the
beginning of the year, to the net defined benefit asset/liability
andisincluded as a single net amount in finance income.

Remeasurements, being actuarial gains and losses, together with
the difference between actualinvestment returns and the return
implied by the net interest cost, are recognised immediately in
other comprehensive income.

Payments to defined contribution retirement benefit schemes
are 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
and1z.

Intangible assets

A. Goodwilt Coodwill arising on consalidation represents the
excess of the consideration paid and the amount of any non-
controlling interest in the acguiree over the fair value of the
identifiable assets and Uakntities (including intangible assets)

of the acquired entity at the date of the acquisition. Goodwillis
recognised as an asset and assessed for impairment annually or
as triggering events cccur. Any impairment in value is recognised
within the income staterment.

B. Acquired intangible assets Acguired intangible assets include
trademarks or brands. These assets are capitalised on acquisition
at cost and amortised on a straight-line basis over their estimated
useful lives.

Acquired intangible assets are tested forimpairment as
triggering events occur. Any impairment in value is recegnised
within the income statement.

C. Software intangibles Where computer softwareisnotan
integral part of a related item of computer hardware, the
software s treated as an intangible asset. Capitalised software
costs include external direct costs of goods and services, as well
asinternal payroll-related costs for employees whe are directly
associated with the project.

Capitalised software development costs are amortised ona
straight-line basis over their expected economic lives, normally
between 3and 10 years. Computer software under development
is held at cost less any recognised impairment loss. Any
impairment in value s recognised within the income statement.
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Property, plant and equipment

The Croup's policy is to state property, plant and egquipment

at cost less accumulated depreciation and any recognised
impairment loss. Property is not revalued for accounting
purposes. Assets in the course of construction are beld at cost
less any recognised impairment loss. Cost includes professional
fees and, for qualifying assets, borrowing costs. Leasehold
buildings with tease premiums and cngoing peppercorn lease
payments are considered in-substance purchases and are
therefore included within the buildings category of property,
plant and equipment.

Depreciation is prowacled to write of f the cost of tangible
non-current assets (including investment preperties), less
estimated residual values on a straight-line basis as follows:

- Freeholdland —not depreciated.

- Buildings — depreciated to their residual value over their
estimated remaining economic lives of 25-50 years.

- Fixtures, fittings and equipment - 3 te 25 years according to
the estimated economic life of the asset.

Residual values and useful economic lives are reviewed annually.
Depreciation is charged onall additions to, cr disposals of,
depreciating assets in the year of purchase or disposal.

Anyimpairment in value, or reversal of animpairment,
is recognised within the income statement.

Leasing

The Group recognises a right-of-use asset and cerresponding
lizbility at the date at which a leased asset is made available for
use by the Group, except for short-term leases (defined as leases
with a lease term of 12 months or less) and leases of low-value
assets. For these leases, the Croup 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 cr arate, less any lease incentives
receivable. Lease Liabilities also take into account amounts
payable underresidual value guarantees and payments to
exercise options to the extent that itis reasonably certain that
such payments will be made. The payments are discounted at
the rateimplicitin the lease or, where that cannot be readity
determined, at an incremental borrowing rate.

Right-of-use assets are measured initially 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, removal and restoration costs
required in the terms of the lease. The Croup presents right-of-
use assetsin ‘property, plant and equipment’in the consolidated
statement of financial position.

Subsequent to initial 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 is depreciated over the term of the lease or, if shorter,
the useful economic life of the leased asset. The lease term shall
inctude 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 life of
the asset when it is reasonably certain that the purchase option
will be exercised.

The Group remeasures the lease liability {and makes a
corresponding adjustment to the related right-cf-use
asset) whenever:

- The lease term has changed or thereis a changeinthe
assessment of exercise of a purchase option, inwhich case the
lease liability is remeasured by discounting the revised lease
payments using a revised discount rate.

- Thelease payments change due to changesin an indexor
rate or a change in expected payment under a guaranteed
residuat value, in which cases the lease liability is remeasured
by discounting the revised lease payments using the initial
discount rate (unless the lease payments changeisduetoa
change in a floating interest rate, in which case a revised
discount rate 1s used).

- Alease contractis modified and the lease modificationis not
accounted for as & 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 Croup is a tessor are classified as finance or
operating leases. Alease s classified as a finance lease if it
transfers substantially all the risks and rewards of ownership

to the lessee and classified as an operating lease if it does not,
When the Group is an intermediate lessor, it accounts for the head
lease and the sub-lease as two separate contracts. The sub-lease
is classified as a finance or operating lease by reference to the
right-of-use asset arising from the head lease.

Arnounts due from lessees under finance leases are recognised
as receivables at the amount of the Group’s netinvestrment in the
leases. Finance lease income is allocated to accounting periods
50 as toreflect a constant periodic rate of return on the Group's
netinvestment in the lease. Rental inccme from operating

leases s recognised on a straight-line basis over the term of the
relevant lease.

Cash and cash equivalents

Cash and cash egquivalents includes short-term deposits
with banks and other financial institutions, with an initial
rmaturity of three months or less and credit card payments
received within 48 hours. Bank transactions are recorded on
theair settlement date.

Inventories

Inventories are valued on a weighted average cost basis and
carried at the lower of cost and net realisable value. Costincludes
all direct expenditure and other attributable costs incurred in
bringing inventories to their present location and condition.
Allinventories are finished gcods. 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 Croup has a present
obligation as a result of a past event, and it is probable that the
Group will be reguired to settle that obligation. Provisions are
measured at the best estimate of the expenditure required to
sattle the obligation at the end of the reporting period, and are
discounted to present value where the effect is material.

Share-based payments

The Group issues equity-settled share-based payments to
certain employeeas. 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 aver
the vesting period on a straight-line basis, after allowing for an
estimate of the share awards that will eventually vest. The level
of vesting is reviewed at each reporting period and the charge is
adjusted toreflect actuat and estimated levels of vesting.
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Foreign currencies

The financial statements are presented in sterling whichis 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 statements of financial position of overseas subsidiaries are
translated at year-end exchange rates. The resulting exchange
differences are bocked into reserves and reportedin the
consolidated staterment of comprehensive income. On disposal
of an overseas subsidiary the related cumulative translation
differences recognised in reserves are reclassified to profit or

loss and are recognised as part of the gain or loss on disposal.

Transactions denominated 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 period are translated at the clesing balance sheet rate.
The resulting exchange gain or loss 1s recognised within the
income statement.

Taxation

Tax expense comprises current and deferred tax. Tax is
recognised in the income statement;, except to the extent that it
relates to iterns recognised in other comprehensive income cr
directly in equity, in which case the related taxis recognised in
ather comprehensive income or directly in equity.

Provision 1s 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
astimate where that outcome is mote Lkely thannotand a
weighted average probability in other circumstances. The
position is reviewed on an ongaoing basis, to ensure appropriate
provision is made for each known tax risk.

Deferred tax is accounted for using a temporary difference
approach, and is the tax expected to be payable or recoverable
on temporary differences between the carrying amount of
assets and liabilities in the statement of financial pesiticn and the
corresponding tax bases used in the computation of taxable
profit. Deferred taxis calculated based on the expected manner
of realisation or settlement of the carrying amount of assets and
habilities, 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 controlled by the
Croup and itis probable that the difference will not reverse in the
foreseeable future. In addition, deferred tax liabilities are not
recognised on temporary differences that arise frorm goodwill
whichis 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 termporary differences can be utilised. The carrying
amount of deferred tax asselsis reviewed at the end of each
reporting period and reduced to the extent that itis 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 habilities are not recognised in respect of
temporary differences that arise oninitial recognition of assets
and tiabilities acguired other than in a business combination.
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Financial instruments

Financial assetsand liabilities are recagnised in the Group's
staterment of financial position when the Group becomes a party
to the contractual provisions of the instrurnent. Financial assets
are initialty classified as at fair value through profit and loss, fair
value through other comprehensive income or amortised cost
depending on the Group's business model for managing the
financial asset and its cash flow characteristics. Financial assets
that are held for collection of contractual cash flows, where those
cash flows represent solely payments of principal and interest,
are measured at amortised cost.

A, Trade and other receivables Trade receivables are recorded
initially at transaction price and subseguently measured at
amortised cost. This results in their recognition at nominal value
less an allowance for any doubtful debts. The allowance for
doubtful debts is recognised based on ranagement’s
expectation of losses withput regard to whether animpairment
trigger happened or not {an "expected credit loss” medel),

B. Other financial assets Other financial assets consist of
investmentsin unlisted equity securities and short-term
investments with a maturity date of over 90 days and are
classified as either fair value through cther comprehensive
income (FVYOCT) or fair value through profit and loss (FVPL).
Financial assets held at F¥OCl are initially measured at fair value,
including transaction costs directly attributable to the acguisition
of the financial asset. Financial assets held at FVPL are initially
recogrised at fair value and transaction costs are expensed.

For equity investments at FVOCI, gains or losses arising from
changes in fair value are recognised in other comprehensive
income until the security is disposed of, at which time the
cumulative gain or loss previously recognised in other
comprehensive income and accurmulated in the FVOCI reserve
is transferred to retained earnings.

The Croup gesignated all non-listed eguity iInvestments not held
for trading as FVGCl on initial recognition because the Group
intends to hold them for long-term strategic purposes.

Financial assets that do not meet the criteria for being measured
at arnortised cost or FVOC| are measured at FVPL with gains and
losses arising from changes in fair value included in the income
statement for the period.

£. Classification of financial liabilities and equity Financiat
liabilities and equity instrurents are classified accerding te
the substance of the contractual arrangements entered inta.
Anequity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of

its liabilities.

D. Bank berrowings Interest-bearing bank loans and overdrafts
areinjtially recorded at fair value, which equals the proceeds
received, net of directissue costs. They are subsequently held at
ameortised 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 instrurment,

E.Loan notes [.cng-term loans are initially measured at fair value
net of direct issue costs and are subseguently held at amortisea
cost. Ifthe loanis designated in a fair value hedge relationship,
the carrying value of the loanis 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 amartised cost. Cenerally,
this results in therr recognition at their nominal value.

G. Equity instruments Equity instruments issued by the
Croup are recorded at the consideration received, net of direct
issue costs.
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Derivative financial instruments and hedging activities

The Group primarily uses interest rate swaps, cross-currency
swaps and forward foreign currency contracts to manage its
exposures to fluctuations in interest rates and foreign exchange
rates. These instruments are initially recognised at fair value

an 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 theitem being hedged.

The Group designales certain hedging derivatives as either:

- Ahedge of a highly probable forecast transaction or change
inthe cash flows of a recognised asset or liability (a cash flow
hedge); or

- Ahedge of the exposure to change in the fair value of a
recognised asset or liability (a fair value hedge).

At the inception of 2 hedging relationship, the hedging
instrument and the hedged item are documented, along with
therisk management objectives and strategy for undertaking
various hedge transactions and prospective effectiveness
testing is performed. During the life of the hedging relationship,
prospective effectiveness testing is perfoermed to ensure that

the instrument remains an effective hedge of the transaction.
Changes in the fair value of derivative financial instruments that
do not qualify for hedge accounting are recegnised inthe income
statement as they arise.

In 2019/20, the Croup early adopted the Phase 1 amendments
Interest Rate Benchmark Reform — Amendments to IFRS 9,1AS 39
and IFRS 7. These amendments modify specific hedge accounting
requirements to allow hedge accounting to centinue for affected
hedges during the pericd of uncertainty before the hedged items
or hedging instruments affected by the current interest rate
benchmarks are amended as aresult of the ongoing interest rate
benchmark reforms. The application of the amendments impacts
the Croup’s accounting in relation to a sterling denominated fixed
rate debt, for which it fair value hedge accounts using sterling
fixed to GBP LIBOR interest rate swaps. The amendments permit
continuation of hedge accounting even if in the future the
hedged kenchmarkinterest rate, GBP LIBOR, may no longer be
separately identifiable. However, this relief does not extend to the
requirement that the designated interest rate risk component
must continue to be reliably measurable. If the risk component

is no longer reliably measurzble, the hedging relationship

is discontinued.

A.Cash flow hedges Changes in the fair value of derivative
financial instruments that are designated and effective as hedges
of future cash flows are recognised in cther comprehensive
income. The element of the change in fair value which relates

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 is
recagnised 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 liability, then, at the time the asset or liability is
recognised, the associated gains or losses on the derivative that
had previcusly been recognised in other comprehensive inccme
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 itemis transaction-related the
foreign currency basis spread is reclassified to profit or loss

when the hedged item affects profit or loss. If the hedged item is
time-period related, then the amount accurmulated 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

itemn is a non-financial item, then the amount accumulated in the
cost of hedging reserve is rernoved directly from equity and
included intheinitial carrying amount of the recognised
non-financialitern.

For hedges that do not result in the recognition of an asset or a
liability, amounts deferred in the cash flow hedge reserve are
recognised in the income statement inthe same period in which
the hedged items affect net profit or loss.

B. Fair vatue hedges Changes in the fair value of a derivative
instrument designated in a fair value hedge are recognised in the
income statement. The hedged item is adjusted for changesin
fair value attributable to therisk being hedged with the
corresponding entry in the income statement.

Changes in the fair value of derivative financialinstruments that
do not qualify for hedge accounting are recognised in the income
statement as they arise.

C. Discontinuance of hedge accounting Hedge accounting is
discontinued whan the hedge relationship no longer gualifies 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
cannat voluntarily de-designate a hedging relationship.

When a cash flow hedgeis 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 2 hedged transactionis no longer
expected to occur, the net cumulative gain or loss accumulated
inthe cash flow hedge reserve is transferred ta the income
statement for the period.

When a fair value hedge is discontinued, the fair value adjustment
to the carrying amount of the hedged item arising from the
hedged riskis amortised to the income statement based on the
recalculated effective interest rate at that date.

The Group does not use derivatives to hedge income statement
translation exposures.
Reserves

The following describes the nature and purpose of each reserve
within equity:
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A.Share premium account Proceeds received in excess of the
nominal value of shares issued, net of any transaction costs.

B. Capital redemption reserve Amounts transferred from share
capital cn redemption or repurchase of 1ssued shares.

C.Hedging reserve Cumutative gains and losses on hedging
instruments deemed effective in cash flow hedges.

D. Cost of hedging Cumulative gains and losses on the portion
excluded from the designated hedging instrument that relates to
changes in the foreign currency basis.

E. Otherreserve Originally created as part of the capital
restructuring that took place in 2002. It represents the difference
between the nominal vatue 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 redermption reserve of Marks and
Spencer plc at the date of the transaction.

F. Foreign exchange reserve Cains and losses arising on
retranslating tha net assets of overseas operations into sterling

G. Retained earnings All other net gains and losses and
transactions with owners (e.q. dividends) not recognised elsewhere.
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Critical accounting judgements and key sources of
estimation uncertainty

The preparation of consolidated financial statements requires
the Group toc make estimates and judgerments that affect the
application of policies and reported amounts.

Critical judgements represent key decisions made by
management in the application of the Group accounting policies.
Where a significant risk of materially different outcomes exists
due tomanagement 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 to be
reasonable under the circumstances. Actual results may differ
from these estimates.

The estimates which have a significant risk of causing a material
adjustment 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 adjusted profit and earnings per
share measures previde additional useful information to
shareholders on the performance of the business. These
measures are consistent with how business perfarmanceis
measured internally by the Board and Executive Committee,
The profit before tax and adjusting items measureis not a
recognised profit measure under IFRS and may not be directly
comparable with adjusted profit measures used by other
companies. The classification of adjusting items requires
significant management judgernent after considering the nature
and intentions of a transaction. The Croup's definitions of
adjusting items are outlined within both the Group accounting
policies and the Glossary. These definitions have been applied
consistently year on year, with additional items due to the
transition of the Sparks loyalty programme.

Note 5 provides further details on current year adjusting items
and their adherence to Group policy.

UK defined benefit pension surplus

Where a surplus on a defined benefit scheme arises, the rights

of the Trustees te prevent the Group obtaining a refund of that
surplus in the future are considered in determining whether itis
necessary to restrict the amount of the surplus that is recognised.
The UK defined benefit scheme is in surplus at 3 April 2021. The
directors have made the judgement that these amounts meet
the requirements of recoverability on the basis that paragraph
N(b) of IFRIC 14 applies, enabting a refund of surplus assuming
the gradual settlement of the scheme Labilities over time until all
members have left the scheme, and a surplus of £639.2m has
beenrecognised.

Assessment of control

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 nate 29). This assessment
is based cn the current rights held by the respective shareholders
and requires judgement in assessing these rights. These rights
include geterminative rights currently held by Ccado Group Pic,
after agreed dispute-resolution procedures, in relation to the
approval of the Ocado Retail Limited business plan and budget
and the appointment and removal of Ocado Retail Limited’s
Chief Executive Officer. Any future change to these rights
reguires areassessment of control and could result ina change
in the status of the investment from associate to joint venture,
subsidiary or investment.
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Determining the lease term

The Group 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 to be exercised, or
any periods covered by an option to terminate the lease if it is
reasonably certain not tc be exercised.

The Group has severallease contracts for land 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 the lease.

That is, it considers all relevant factors that create an economic
incentive for it to exercise either the renewal or termination,
including: whether there are significant penalties to terminate {or
not extend}, whether any leasehold improvements are expected
to have a significant remaining value; historical lease durations;
the impertance of the underlying asset to the Croup’s operations;
and the costs and business disruption required 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 Group typically exercises its option to renew
for does not exercise its option to terminate) for these leases
because there will be a significant negative effect on trading

if a replacement property is not readily available.

The lease term is reassessed if a significant event or a significant
change in circumstances cccurs 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.

Determining whether forecast purchases are highly probable

The Group is exposed to foreign currency risk, most significantly
to the US dollar as a result of sourcing Clothing & Home products
from Asia which are paid for predominantly in US dollars.

The Croup hedges these exposures using forward foreign
exchange contracts and hedge accounting is applied when the
reguirements of IFRS 9 are met, which include that a forecast
transaction must be “highly probakile”

The Group has applied judgement in assessing whether forecast
purchases are "highly probable”. In making this assessment,

the Group has considered the most recent budgets and plans.
The Group's policy is a“layered” hedging strategy where only a
srnall fraction of the forecast purchase requirements are initially
hedged, approximately 15 moenths pricr to a season, with
incremental hedges layered on over time as the buying period
forthat season approaches and therefore as certainty increases
over the forecast purchases As a result of this progressive
strateqgy, a reduction in the supply pipeline of inventery does not
immediately lead to over-hedging and the disqualification of
“highty probable” If the forecast transactions were no longer
expected to occur, any accumulated gain or loss on the hadging
instruments would be immediately reclassified to profit or loss.

Last year, a £2.9m gain was recognised in the income statement
as aresult of US$76 6m notional forecast purchases no longer
being expected to occur. There was ne such occurrence in the
currentyear.

During the year, the settlement of certain forecast purchases
were delayed as a result of the Covid-19 pandemic and, as a
result, the deferred fair value of the applicable forward foreign
exchange contracts has been retained in reserves to be recycled
in line with the delayed forecast purchases. As discussed above,
due to our progressive hedging strategy, this delay does not
affect the gqualification of “highly probable” At 3 April 2021, the
Group had £4.0m of deferred fair value retained in the cash flow
hedge reserve which will be released aver the first half of 2021/22.
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Key sources of estimation uncertainty
UK store estate programme

The Creup is undertaking a significant strategic programme to
review its UK store estate resulting in a net charge of £95.3m
(last year: £29.3m) 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 chargeis
that the stores identified as part of the pregramme are more
likely than not to clese. Further significant closure costs and
impairment charges may be recorded in future 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 significant 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 fixed assets and
closure dates.

- Estimation in respect of the expected shorter-term trading
value in use, including assumptions with regard to the period of
trading as well as changes to future sales, gross margin and
operating costs.

- Estimation of the sale praceeds for freehold stores which
1s dependent upon location-specific factars, timing of
likely exit and future changes to the UK retail property
market valuations.

- Estimation of the value of dilapidation payrments required
for leasehold store exits, which is dependent on a number
of factors including the extent of modifications of the store,
the terms of the lease agreement, and the condition of
the property.

The assumpticns most likely tc have a materialimpact are
closure dates and changes to future sales. See notes band 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 eguipment and certain intangibles to
their estimated residual values over their estimated useful lives,
as set out above. The selection of the residual values and useful
lives gives rise to estimation uncertainty, especially in the context
af changing economic and market factors, the channel shift from
stores to online, increasing technological advancement and the
Croup's ongoing strategic transformation programmes. The
usefut lives of property, plant and equipment and intangibles are
reviewed by management annually. See notes 14 and 15 for
further cetails. Refer to the UK store estate programme section
above far specific sources 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, plant and equipment and computer software
intangibles are reviewed forimpairment if evants or changes in
circumstances indicate that the carrying amount may not be
recoverable. Coodwill and indefinite 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 valuein use and fair value less costs to sell. The value
in use method requires the Group to determine appropriate
assurmptions 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 this three-year period and the risk-adjusted pre-tax
discount rate used to discount the assumed cash flows to present
value. See notes 14 and 15 for further details on the Group's
assumptions and associated sensitivities.

The assumption that cash flows centinue into perpetuity (with
the exception of storesidentified as part of the UK store estate
programme) is a source of significant estimation uncertainty.

A future change to the assumption of trading into perpetuity for
any Cash-Generating Unit (CCU) would result in a reassessment
of useful economic lives and residual value and could giverise to
a significant impairment of property, plant and equipment

and intangibles, particularly where the store carrying value
exceeds fair value less cost to sell. Due te the nature of the
Croup’s property, plant and equipment, it is not practicable to
provide a meaningful sensitivity analysis for this source of
estimation uncertainty.

Inventory provisioning

The Croup assesses the recoverability of inventories by applying
assumptions around the future saleability and estimated

selling prices of items. At 28 March 2020, the Croup recorded a
write-down of £157.0m, based cnthe estimated impact of trade
restrictions introduced in response to the Covid-19 pandemic.
Performance during 2020/21 has exceeded the estimates made
at last year end and the Croup has updated the assumptions
regarding future performance. As a result, and supported by the
certainty provided by vaccines and a clear government Covid-19
re-erergence strateqgy, a net release of £101.6m of this provision
has been recognrised in the pericd. See note 5 for further details
on the assumptions and assaciated sensitivities.
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Post-retirement benefits

The determination of pension net interest income andthe
defined benefit obligation of the Croup's defined benefit pension
schemes depends on the selection of certain assumptions
whichinclude the discount rate, inflation rate and mortality rates.
Differences arising from actual experiences or future changesin
assumptions will be reflected in subsequent periods, The fair
value of unguoted investments within total plan assetsis
estimated with consideration 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 Group that are regularly reviewed by the chief operating decision-maker tc allocate resources to the segments and to assess
ther perforrnance.

The chief operating decision-maker has been identified as the Executive Committee, The Executive Committee reviews the Croup's
internal reporting in order to assess performance and allocate resources across each operating segment.

The Croup’s reportable operating segments have therefore been identified as follows:

~ UK Clothing & Home - comprises the retailing of womenswear, menswear, lingerie, kidswear and home praducts 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; meals, 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.
- Ocado —includes the Group’s share of profits or losses from the investment in Ocado Retail Limited.

The Ocado operating segment has been identified as reportable in the current period based on the guantitative thresholds iniFRS 8.
As the Group's reportable segments have changed, the comparative information has been restated.

Other business activities and operating segments, including M&S Bank and M&S Energy, are combined and presented in “All other
segments”. Finance income and costs are not allocated to segments as each 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 segments

The following is an analysis of the Group’s revenue and resulis by reporiable segment:

B B ~ 53we?ks ended 3April202177” o . 52 we_&zﬁ_ei‘zedZ_S March 2020
UK UK
Clothing & Allother Clothing & Allother
Home& UKFood International Ocado segments Group Home  UKFood Internatronal Ocada  segments Croup
£m £m Em £Em Em £m fm frm Em Erm £m £m

Revenue before
adjusting items' 2,239.0 6,385 789.4 - - 9,166.9 32091 60282 9446 - - 10,1819
Operating (loss)/
profit before
adjusting items? {130.8) 2286 44.1 78.4 1.9 2222 2239 2367 110.7 26 6.8 5907
Finance income
before adjusting
items 57.4 44.0
Finance costs before
adiusting items (229.3} (231.6)
(Loss)/profit
before taxand
adjusting items {130.8) 2286 44,1 78.4 1.9 50.3 2239 2367 no7 26 16.8 4031
Adjusting items (259.7} (335.9)
{Loss)/profit
before tax (120.8) 2286 44, 78.4 1.9 (2094) 2239 2367 nez 26 16.8 67.2

1 Revenuecsstated priortoadjusting temsof£77 2w (sce note b)
2 Operal ng (loss)fprofit before adjusting iters s stated as grass profiz less operating costs prior to adjusting iterns At reoartable segmentievel costs are allocated where directly
attr butable or based on an aooroprate cost driver for the cost
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2 SEGMENTAL INFORMATION CONTINUED

Other segmental information

53 weeks ended 3 April 2021 52 weeks ended 28 March 2020
UK o i 7 o VUK 7
Clothing & Allother Clothing & Allather
Home UKFood International Ocado segments Group Home  UKFood International Qcado  segments Group

£m £m £m £m £m £m £m Em Im £m Em £m
Additions to
property, plant
and equipment,
and intangible
assets (excluding
goodwill and
right-of-use assets) 50.5 105.0 6.8 - - 1623 1665 1701 15.7 - - 3523
Depreciationand
amortisation'? (312.3} (259.4) (25.1) - - (596.8) (350.6) (2834) (34.6) - - (668.6)
Impairment charges,
impairment reversals
and asset write-of fs! (155.1} (34.9) (4.7} - - (194.7) (699) (453 (10.3) - - (1255)

1 Thesecastsare allocated toarcportable segment where they are direclly attrioutable Where costs are nol directly attributable, a proportional allocation is made to each segment
basedonan appropriale cost driver
2 Inctudes £0 3m{last year f£rul)depreciation charged onthe investment praperty

Segment assets and liabilities, including investments in associates and joint ventures, are not disclosed because they are notreparted
to or reviewed by the Executive Committee.

3 EXPENSE ANALYSIS

2021 2020

Total Total

£m £m

Revenue 9,155.7 10,1819
Cost of sales B - (6,244.1) (6,746.5)
Gross prdfitib - - 2,911.6 3,435.4
Selling and administrative expenses (3,018.9) (3,225.2)
Other operating income 12.4 58.8
Share of results of Gcado Retail Limited ] 64.2 (14.2)
Operating (loss)/profit (30.7) 254.8

The figures abave include revenue adjusting itern charges of £11.2m (last year: £nil) and operating profit adjusting item charges of
£241.7m {last year: £335.9m), totalling £252.9m (last year: £335.9m) adjusting item charges within operating (loss)/profit.

The £252.9m (Last year: £335.9m) adjusting items charges for the year (see note 5) are further analysed against the categories of
revenue {£11.2m; last year: £nil), cost of sales (£86.3m gain; last year: £157.0m charge), selling and administrative expenses (£313.8m; last
year: £188.8m), other operating income {£nil; last year: £26 7m) and share of results of Ocado Retail Limited (£14.2m; last year: £16.8m).

The selling and administrative expenses are further analysed below:

2021 2020
Total Total

£m fm

Employee costs'? 1,339.1 1,434.3
Occupancy costs 223.9 3525
Repairs, renewals and maintenance of property 95.8 81.0
Depreciation, amortisation and asset impairments and write-of fs? 791.7 7724
Cther costs ) . 5684 5850
Selling and administrative expenses 3,018.9 3,2252

) thereare anaddibional £68 8m(lastyear £53 Irn)employee costsrecorded within cost of sales These costsare included within the aggregate reruneration disclosures innote 10A
2. Includes furlough income (see nate 30)

3 Includes £0 3m(last year £ril)jdepreciationcharged onthe investment property

Adjusting items categorised as selling and administrative expenses are further analysed as employee costs £100.4m (last year £23.1m);
occupancy costs £6 1m (last year: release £ 25.2my); depreciation, amortisation and assetimpairments/reversals and write-offs £188.6m
{last year: £139.9m}; and other costs £18.7m (last year: £51.0m).
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NOTESTOTHE FINANCIAL STATEMENTS CONTINUED

4 (LOSS)/PROFIT BEFORE TAXATION

The following items have been included in arriving at {loss)/profit before taxation:

2021 2620
£m £m
Net foreign exchange gains 29 2.1)
Cost of inventories recognised as an expense 5,427.6 57623
Write-down of inventories recognised as an expense Nn7.0 389.0
Depreciation of property, plant and equipment
- owned assets' nz2a 3292
-right-of-use assets 153.1 174.6
Amortisation of intangible assets 131.6 164.8
Impairments and write-offs of intangible assets and property, plant and eguipment 252.0 149.4
Impairment reversals of property, plant and equigment (73.1) (58.1)
Impairments of right-of-use assets 52.7 844
Impairment reversals of nght-of-use assets (36.9) (50.2)

1 Includes £0 3m {tastyear: £n.l)depreciation charged onthe investmrent 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:

2021 2020

Em Im
Annualaudit of the Cempany and the consolidated financial statements 1.6 1.4
Audit of subsidiary companies 0.6 0.6
Total audit fees 2.2 20
Audit-related assurance services 0.2 0.2
Transaction-related services - 0.5
Total non-audit services fees 0.2 07
Total audit and non-audit services 24 2.7
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5 ADJUSTING ITEMS

The total adjusting items reported for the 53-week period ended 3 April 2027 is a net charge of £258.7m (last year: £335.9m).
The adjustments made to reported profit before taxte arrive at adjusted profit are:

2021 2020
Noles Em £Em
Included in revenue
Sparks loyalty programme transition (1.2) -
Mm.2) -
Included in operating profit
Strategic programmes - Orgarisation 15,22 (133.7) (13.8)
Strategic programmes - UK store estate’ 15,22 (95.3) (29.3)
Strategic programmes - International store closures and impairments 22 (3.6) 2.2)
Strategic programmes - UK logistics 15,22 (2.2) (10.2)
Strategic programmes - Operational transformation - m.e)
Strategic pregrammes - Changes to pay and pensions 22 - 29
Strategic programmes —IT restructure 22 - 04
Directly attributable gains/(expenses) resulting from the Covid-19 pandemic’ 90.8 (166.5)
Intangible asset impairments 14 (79.9) (03.4)
Store impairments, impairment reversals and other property charges' 15,22 6.9 (78.5)
Amortisation and fair value adjustments arising as part of the investmentin
Ocado Retail Limited (14.2) (16.8)
Sparks loyatty programme transition (5.4) -
M&S Bank charges incurred in relation to insurance mis-selling and Covid-19 forward
aconomic guidance provision {2.4) (12.6)
Establishing the investment in Ocado Retail Limited (1.7) {1.2)
GMP and cther pension equalisation 1 (1.0) -
Other - 235
(241.7) (335.9)
Included in net finance costs
Remeasurement of contingent consideration including discount unwind {6.8) (2.9)
Directly attributable gains/{expenses} resulting from the Covid-19 pandemic'’ - 29
{6.8) -
Adjustments to profit before tax (259.7) (335.9)

1. Cainsflexpenses)directly attnbutable to the Covid-19 pandermic in the current and prior year ace presented below, tris includes the resulting incremental mpairment charge
disclosed withinthe strategic programmes above related to the UK store estate, UK storeimpairments, International storeimpairments and the mpairmenl of per una goodwill,

2021 2020

£m £m

Directly attributable gains/{expenses)resuiting from the Covid-19 pandemic - included in operating profit 90.8 (166 5)
Directly attnbutable gainsf{expensas)resulting from the Covid-19 pahdemc — included in net finance costs? - 29
UK store estatcimpairments - mej
Store impairments - (24.2)
Coodwillimpairment - peruna - (13 4)
Total Covid-19 gains/{charges) 90.8 (212 8)

2. 1he2M9/20 gaintor Directly attributable gansf{expenses)resulting from the Cowid-19 pandemicwithinnet finance costsisa£2 Smganrelating to forecast purchases no longer

expected looceur
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NOTES TO THE FINANCIALSTATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

Strategic programmes - Organisation (£133.7m}

During 2020/21, the Group announced a commitment to
integrate more flexible management structures into store
operations as well as streamline the business at store and
managemenit tevel in the UK and Republic of treland as part

of the ‘Never the Same Again transformation. As part of the
transformation, the Group has incurred £9.5m of consultancy
costs. The changes have resulted in a reduction of ¢.8,200 roles
across central support centres, regional management and stores,
with a charge of £99.7m recognised in the period primarily for
redundancy costs associated with these changes. The majority
of the charges have been settied during 2020/21, with a provision
being held on the batance sheet for the remaining charges.

The provision is expected to be fully utilised during 2021/22,

with no Further significant charges anticipated.

During 2016/17, the Group announced a wide-ranging strategic
review across a number of areas of the business which included
UK organisation and the programme to centralise our London
Head Office functions into one building. A further £24.5m of
costs have been recognised in the period associated with
centralising the Croup’s London Head Office functions, with a
£9.7m chargerelating to the sub-let of previously closed offices
£14.8m of these charges relate to closure costs to further
consolidate aur Lendon Head Office functions as announced
in February 2021. Total costs of centralising our London Head
Office functions into one building incurred tc date are ¢ £98m.
Any future charges will relate to the updating of assumptions
and market fluctuations over the life of the sub-let lease.

These costs are reported a5 adjusting iterns on the basis that they
are significant in quantum, relate to a strategic inibative focused
on reviewing our organisation structure and to aid comparability
frorm one period to the next. The treatrment as adjusting items is
consistent with the disclosure of costs for similar restructuring
and centralisation programmes previcusly undertaken,

Strategic programmes - UK store estate (£95.3m)

In November 2016, the Croup announced a strategic programme
to transform the UK store estate with the overall objective to
improve our store estate to better meet our customers needs.
The Group has incurred charges of £562.3m up to March 2020
under this programme primarily relating to closure costs
associated with stores identified as part of the strategic
transformation plans.

White Covid-19 has continued to impact the Group's day-to-day
operations, the Greup has experienced a significant channel shift
from stores to online. The pandemic has driven a much faster and
more acute switch to online, accelerating the Croup's ambition

to now achieve a Clothing & Home online sales mix of at least
40% over the next three years. This acceleration in channel shift
hasrequired the Group to revise the UK store estate strategic
programme in order to ensure the estate continues to meet our
customers needs. As a result, the programme has been further
accelerated with additional stores identified as part of the
transformation, extending the length to 10 years. Coupled with
this, the Croup i1s identifying opportunities to unlock value from
the estate through redevelopments and new site acquisitions,
with charges and gains associated with these activities now
included within the UK store estate programme.

The Group hasrecognised a charge of £95.3m inthe year

in relation to those stores identified as part of the revised
transformation plans. The charge primarily reflects a revised view
of latest store exit routes and assumptions underlying estimated
store closure costs inresponse to the unanticipated acceleration
in charnnet shift experienced as a result of the pandemic. The
charge primarily relates to impairment of buildings and fixtures
and fittings, and depreciation as a result of shortening the useful
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economic life of stores based on the latest approved exit routes.
Refer to notes 15 and 22 for further detail on these charges.

Further material charges relating to the closure and
reconfiguration of the UK store estate are anticipated over the
next 10 years as the prograrmme progresses, the guantum of
which is subject to change throughout the programme period as
decisions are taken in relation to the size of the store estate and
the spedific stores affected. Following the latest view of store
closure casts, at 3 April 2021, further charges of c.£268m are
estimated within the next 10 financial years, bringing anticipated
total programeme casts since 2016 up to €. £926m.

These costs are reported as adjusting items on the basis that they
are significant in quantum, relate to a strategic initiative focused
onreviewing our store estate and to aid comparability from one
period to the next.

Strategic programmes ~ International store closures and
impairments (£3.6m)

in 2016/17, the Group announced its intention to close owned
storesin 10 international markets. A charge of £3.6m has been
recagnised 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 programme
costtodateto £148 6m.

The net chargeis considered to be an adjusting iterm as it is part of
a strategic programme which over the five years of charges has
been significant in bath guantum and nature to the results of the
Croup. No further significant charges are expected.

Strategic programmes - UK logistics (£2.2m)

In 2017/18, as part of the previously anncunced leng-term
strategic programme to transition to a single-tier UK distribution
network, the Group announcad the opening of a new Clothing &
Home distribution centre in Welham Green. As a direct result, the
Croup announced the closure of two existing distribution centres.

In February 2020, the next phase of the single-tier programme
was announced with the closure of twe further distribution
centres across 2020/21 and 2021/22. Anet charge of £2.2m has
been recognised inthe pericd, reflecting an updated view of
estimated closure costs and transition project costs relating to
these closures. Total programme costs to date are £39 8m with
further charges next financial year.

The Groupconsiders these costs to be adjusting items as they
have been significant in guantum and ralate to a significant
strategic inibiztive of the Croup. Treatment of the costs as being
adjusting itemsis consistent with the treatment of chargesin
previous periods in relation to the creation of a single-tier
logistics network.

Directly attributable gains/(expenses} resulting from the
Covid-19 pandemic (£90.8m gain)

in March 2020