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Group revenue

£10.9bn

Basic earnings per share

15.7p

No dividend paid for 21/22

{19/20; +6 9%)

(19/20: 1.3p)

Alternative performance measures
The report provides allernative
oerformance measures (‘APMs™) which
arc nol defined or specified under the
reguirements ol UK-adoplea International
Accounting Standards, We believe these
APMs provide readers withhimportant
additionat information on our business
We have included a glossary on

pages 192 to 197 which crovides a
comprehensive List of the APMs tnat

we use, including an explanation of how
they are calculaled, why we usc them
and how tney can be reconcleatoa
statutory measure where relevant.

(Growp everview
Group profit before tax

(19/20: +482.9%)

£391.7m

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

£522.9m

. Net debt excluding
lease liabilities

£420m (19720 -71.2%)

Adjusted earnings
per share

21.7p

Year-on-year comparison

(19/20: +2995%)

Percentage of UK Clothing
& Hoeme sales online

34%

Group: Net promoter score'

+29

Digital: Net promoter score'

+5

Stores: Net promoter score'

+81

(19/20: 23%)

(new metric)

{new metric)

(20/21: 81)

Tne impact of Cowvid-191n 2020/21 renders comparisons to the prior year iess meaningful.
10 aid understanding, throughout this document we are showing the 52 weeks 1o
28 March 2020 as the comparatve period, unless stated otherwise

Net promoter score

This year we launched a new Voice of the Custormer pragramme, including Net Promoter
Scores (NPS), which estabushed a new measurement framework. This includes several new
measures, Including a M&S Group NPS metrnic, which for the fvst time provides a total view
of our cuslomers and a now Digital NS metric, wnich tracks customer sentiment across
M&S cam and our app We will continue 1o bencnmark our performance against the now

framewor« in future reports
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STRATEGIC REPORT

CHAIRMAN'’S LETTER

Dear shareholder,

Marks and Spencer ends the 2022 financial

year at an infleciion point in its history.
Nol only have we emerged from the
pandemic a stronger business, but we are
also at the end of the “fixing the basics”
phase of our transformation. And we
have a very dynamic new leadership
team taking over from Steve Rowe,

our longstanding Chief Exccutive.

Their mandate is now to reshape M&S

as a growth business capabic of exploiting
the power of our global brand.

Lwant to be clear that on doing so we are
not declanng victory Wiilst we can now
see rmore than gurmpses of the potential
in both Clothing & Home and Food,
there arc many aspects of both main
businesses thal require improvement,

but tha strategy 15 now clear, and

our resulls this year have excecded
maost expectations, Steve Rowe, in his
rernarkabte tenure as Chiel Exeoutive
grasped many of the nettles and
addressed the underlying drift of previous
decades The change in leadershipis

nol bikely to horald a change of direction
Ul rather a significant acceloration

and a bolder approach (o investment
and growlh

However, with M&5, tife is never plain
satling. On top of the transformation
programme, the last four years have seen
the businesses buffeled by a series of
axternal shocks, Brext, the pandermic,
and the invasion of Ukraine We live in

an era of hyper-active government

and expect increases intax on profits
and employment, this yoar, alongside

Look Behind the (abed

As part of our Plan A reset in
September, we relaunched the
iconic Look Behind the Label
campargn, inviting customers to
find out more about the action
MB&S is taking ta de right by

the planet.

Alongside this, customers were
encouraged to visit our new huo
through social channels, where
we set out everyday actions
customers can take ta help
reduce their carpon footonnt

0z Marks and Spencer Group plc

{

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

Wﬁm, Chairman

new regulatory prossures notably on
food content and store Layout Inthe
noxt ecight months we expect the
strongest reduction in consurner
real income for decades.

The test of the guality of 2 business is not
whether it encounters sterms, but how
resitient it 1s Lo ride them out Of course,
a dramatic reduction in realincome will
impact our profits But with the changes
we have rhade, M&S is in ruch stronger
shapec and we start from a rising trend

in sales. We have moved o a faster,

less hierarchical, more commercial
organisation and culture. We are more
digital and geared to an omni-channel
future, with Clothing & Horme online sates
penetration double that al the outset of
our transformation and the Ocado joint
venture well posticned for growth.

F Cotton
“with care

We only ever use
responsibly sourced
cotton for our clothes 1




Cur internatinnal franchises are in good
shape and we are rapidly growing our
“glebal” online business. Bolh our main UK
businesses havu aclieved markot share
growih in recent menths and are well
placed on value.

We have strong new store formats

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

So, our approach to the Llikely consumer
recession will be unwavering Our ambiticn
is to become a growth business. M&S was
founded in 1884 anrd we are striving to
build a great business for the next

100 years, We expect to increase our
investment in digital, technology and
the store estate in the year ahead.

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

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

4/ TH

Boosling our o{bg'b’bﬂ/l
& datw skills

To consistently deliver great products
and services to our customers,

we need to be forward thinking

and data driven,

Having the right skilts, capabilities and culture
across the business to harness the insights we
generate isr't just a nice-to-have - It's 3 necessity
for our transformation. Which is why we've been
investing in the skills of our teams, with over 1,000
colleagues from across the business naving been
upskilled through our data skills pathway, which
we launched in 2018 with retail’s first ever dala
academy in partnership with Decoded. Today

we have four separate strearns, including our
most recently launched L7 Data Science & Al
apprenticeship, all equipping our teams with the
tools and skills they need to stay one step ahead
of our customers. We want to establish our
reputation as a data led organisation — and these
programmes are a big part of how we're doing that.

i believe that the role of the Beoard in a
transtormatiorn is not just to overses gnnd
governance. it is to be the guardian of the
strategy and values of the business, and
Lhe debating partner of the executive, and
1o be available to provide impartial advice
1o accelerale the transformation.

A good Board is an engaged Board.

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

now served nine yoars, will hand over
Chairmanship of the Audit Commitlee
to Bvelyn Bonirke and we expoct to
appoint a successor to his role as
Senior Independent Director (51D}

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

He has becn heart and soul M&S and

Forward

goes with the thanks and affection of
everyone in the business. He has helped
us plan the succession to Stuart Machiti as
Chief Executive and Katie Bickerstaffe as
Co-Chicf Executive alongside Eoin Tonge
as Croup CFO & Chief Strategy Officer.
They represent a very strong and
balanced leam with the expercence

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

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

I [

Archie Norman Chairman

NKING

1,000+

Number of colleagues upskilted
through our data academies
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STRATEGIC REPORT

COMPLETION OF THE FIRST PHASE |
OF TRANSFORMATION

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

Brand appeatl

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

to broaden the appeat of
our ranges has resulted in
improvements ¢n almost
all customer metrics

Fiding Uhe basics

M&S Food is now the top-performing
UK faod business in the sector based
on like-for-like sales over 12 months,
dniven by record quality and improved
value perception

RE MARKS ABLE.,

&7 VALUE

Clothing & Home

Customers told us clothing had became confusing to shop
and growing option counts were leading to lower rates of sale.

Simplified our
clothing range by

Taking M&S
Food online

Four years ago, M&S Foad had no ontine

c.20%

Growing M&S.com

We have nearly doubled our Clothing &
Home ontine penetration from 18% to
34% and driven a focus an M&S app
downloads to reach 4m users

The nascent ‘Brands at
M&S' offer has been

Optiens have now been reduced by 20%, and we've backed

our bestseling lines and improved style credentials to delver

growth in key categanes.

Faster online fulfilment

Castle Donington struggled
te cope with dernand and
fulfitrment speeds lagged
the market, but cutputs
have now doubled and
delivery service and speeds

establshed, gwing

custemers more reasons

to visit M&S.cam.

Trusted
value

In 2018, ¢ 30% of Food
and c©.35% of Clothing &
Home stock was sold at
discount, eroding
custarmer trust Today,

ME&S

Digital-first
loyalty

In 2020 Sparks relaunched
as a digitat-first loyalty
scherme - and has doubled
custorner numpers intess
than two years to over

are competitive again.

this has reduced to 15 miltion members.
c.15% and ¢ 18%
respectively, rebuiding
belief that the first price

1s Lthe nght price

Nonetheless there
“eraing Mach Lo do as

we emnpark on our new
“snaping the fature” stage.
and three important
infrastructure challenges
rernain which can st
Mmoact tne cace of
cnange andrecovery

#1

04 Marks and Spencer Group plc

Aldnough we have materally
changoa oue digla. footoring, some
of our core technology systems
need mvestment. Most notably in
Clotmng & Home, wnere range
PEnnfg and SUpBLY Cnam trac<ing
can oe sigruficant.y rmpraved Lo
arive maore efficient tracing

Tackling our legacy
store estate

Our legacy store base was ageing, with no
track record of ciosures or adaptation to how
aur customers want to shop today We now
have a prograrme of store rotation underway
to create 3 store estate fit for the future.

Store renewals

#2

Our supply chains reaure furtner
vestonent with the oooortumty
in Cioting & Home to reduce
sing.e picking, IMprove capacity,
radace costs ana imorova staore
Qperations as a esJl 11 Food we
NECT IMDroves opcyabions with
Cist ano toinvest 1M ana resnape
the netwark

capability, but aur S0% investment in
Ocado Retail in 2019 has taken our full
food range online for the First time

A family of
accountable
businesses

The slow and hierarchal - =~
corporate structure has -
been restructured into a
family of accountable
businesses, with leaders
wha are close to the
front line and make
decisions based on
insight and data,

#3

The full-line store estate ‘emains
aged CoMpared to competition. and
there s mach st to oo Clothing &
HomMe store $a.05 3re runnmng maore
than 25% oe.ow four years ago, yet we
nave Nag .ess tnan a 10% reduchion n
Space since e Tne rmineraive Lo
eUJCe S0ace aNa rotate to newer
better storos remans



CHIEF EXECUTIVE’S STATEMENT

STRONG PERFORMANCE DELIVERED
BY A MORE RESILIENT M&S

A strong all-round performance combined
with the benefits of the transformation
delivered an encouraging performance
across M&S. Profit before tax and adjusting
iterns for the pericd was £522.9m (2019/20
£403.1m). Statutory profit before tax was
£391.7m (2019/20; £672m). The recovery of
profit combined with a focus on working
capital and Lghtly controlled capital
expenditure generated substantial free
cash flow and a sharp reduction in

net debt. Resulls included £59.8m of

UK business rates relief and a net rates
charge of £1397min the period.

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

M&S Food delivered sales growth of 101%.
Combined with an improving margin mix
in H2 and the benefils of the “lowcring
cost” programme, this supporied a strong
increase in ocperating profit before
adjusting items. We were encouraged

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

Ocade Retail transitioning to

strong capacity growth post

pandemic reversion

As expected, Ocado Retal saw a
normabisation of basket sizes and the
shape cf trade, resulting in a 4% decline

in revenue and a reduced contribution

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

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

“ WHAT IS IMPORTANT ABOUT THESE
RESULTS IS NOT JUST THE RESTORATION
OF PROFIT AND STRONG CASH FLOW,

IT IS THAT THEY DEMONSTRATE M&S
HAS FUNDAMENTALLY CHANGED. ”

Stewve Rowe,, Chiek Executive

Clothing & Home on track for a more
profitable model capable of growth
Clething & Home delivered 3.8% sales
agrowth, driven by online sates. We shifted
to trusled value, reducing option count by
¢.20% over three years, which resulted in
good growlh in core categories and a
reduction of slock into sale. Cperaling
profit before adjusting items grow
strongly, reflecting the improved Tull-price
mix. MS2 made multiple improvement s

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

Ukraine recpomse: Thank you to
our customens and collengues

From the outset of the invasion, our priority was to act with pace and provide
meaningful support to the people of Ukraine. We moved quickly to get behind UNICEF
UK's Ukraine Appeal with a corporate donation and pledged te double donations from
customers who selected UNICEF UK as their Sparks charity. However, in response to
the escalating humanitarian crisis, we announced a further £1.5m support package;
including a kickstart donation of £500000 to UNHCR, the UN Refugee Agency,

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

We made it possible for colleagues and customers to
show their support Ltoo, activating giving at till-points
and on M&S.com, allocating £500,000 to match
cotleague fundraising and doubling Sparks donations
on an ongoing basis, Across the entire M&S Family,
the response has been incredible with £1.7m donated

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

Annual Report & Financial Staiements 2022 05
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STRATEGIC REPORT

CHIEF EXECUTIVE’'S STATEMENT

CONTINUED

Building store rotation pipeline driving
exit from legacy stores

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

.40 new Food stores, many in the larger
renewal format with click-and-collect
services {or Clothing & Home The 10 new
stores opened tast year (raded 1% ahead
of sales plan and are on track to gencrate
a payback of the net capitalinvested in
just 1.5 yoars, New store performance
Qives us cheouragerment wherever
possible to accelerate rotation.

International absorbing Brexit-related
costs, but emerging global

strategy encouraging

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

sales more than doubling to over £250m
through growth in markets with a store
presence and global ptatforms. Operating
profit before adjusting tems reflecled the

combined effects of EU border costs and
tariffs of £29.6m and an estimated trading
mpact in the region of £15m While we
have provided for the £31m cost of fully
exiting Russia and business disruption

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

Extending and expressing our
sustainability lead

During the year we reset Plan A with a
singular focus on cutting our carbon
footprint by one thud by 2025 and
becoming a fully net zefo business by
2040 As an own-brand relailer, M&S is very
well positioned Lo work with its supplier
partners Lo find better ways of dong
things. We developed a multi-stakeholder
plan spanning custorners, colteagues and
suppliers to deliver on this target. We also
agreed a noew £850m revalving credit
facibly lnked to the delivery of the not
zero roadmap.

A stronger M&S

When I took over the reins at M&S six years
ago, | cammitted Lo tackle the underlying
issues that had eroded the strength of

the business and build the foundations Tor

future growth. For me, what is important
about these resulls 1s not just Lhe
restoration of profit and strong cash flow;
it is that they dernonstrate that WM&S has
fundamentatly changed. While there is
much more to do, the business has moved
beyond proving its relevance and has tho
oppoertunity for substantial future growth
It has becn my privilege to be the steward
and shopkeeper of this fantastic business
and extraordinary brand at such an
important stage in its nistory. The changes
we have delivered are down to tho
commitment and hard work of colleagues
across the business and | am delighted to
hand the baton on to Stuarl, Katie and
Eoin to lead the next phase.

o

Steve Rowe Chief Executive

Rewd aboul our strateqic priotities in the following chapters

T,
QCADO

M&S FOOD
high-perforrming
business and
market share

growth post

growth
© p10 Q pi5
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transitioning to
strong capacity

pandemic reversion of growth

CLOTHING &
HOME on track for
a more profitable
model capable

© p22
@ pl6

Building STORE
ROTATION pipeling,
driving exit from
legacy stores

INTERNATIONAL
apbsorbing Brexit
related costs,
but embryonic
global strategy
encauraging

© p24



THE NEXT PHASE OF
TRANSFORMATION

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

and cash conversion, and financial net
debt under a third of 2019/20 levels, the
business is resilient to the macrocconomic
headwinds while having flexibility 1o invest
in our transformation priorties.

MACROECONOMIC HEADWINDS
IMPACT ON PERFORMANCE
AND EXPECTATIONS

There is substantial inflation in both

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

{reight costs, combined with continued
supply Issucs In China, are driving

similar pressures.

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

LATEST UPDATE AND GUIDANCE
FOR 202223

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

While encouraging, we expect Lhe impact
of declining real ncomes to sharpen in
Lhe second half and endure for at least
the remainder of the financial year. There
15 no current sign of inflation akating,
although we believe the rate of cost
growth will subside by the thirgt quarter.

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

- Our stronger value perception in both
busimesses will provide protection from
customer downtrading,

- Our large share in ‘for lonight’ shopping
in Food provides resilicnce compared
with the core grecery market,

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

- Sorne of cur customers, while not
immune to the pressure, have a degree
of cushion from the higher savings ratic
recorded during the pandemic;

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

In addition, we arc laking specific steps to
support performance in Lhis environrment
and offset inflation. in Clolhing & Home
we are taking a more flexible approach Lo
trading and currently retaim a substantial
proportion of cpen to buy for H2. We arc
also starting to develop the strategic
supplier programme. We expect further
benefits from the ‘lowering cost’
programme in Food and are continuing
to drive digital-led efficiencies in

stores and simplify ways of working

in support centres,

This year the business will not receive
business rales relief and International will
not have the profit contribution from
Russia. As we invesl In capacity growlh
at Ocado Retail, we anticipate a mimmal
contribution of share of net income to
group results. Consequentlly, we start
2022/23 from a lower adjusted profit
base The business is now much better
positioned and had an encouraging start
to the year. However, given the increasing
cost pressures and consumer uncertainty,
we do not currently expect to progress
from this lower profit base in 2022/23.

INCREASING THE PACE OF CHANGE
AND INVESTING IN GROWTH

Despite the near-term challenges, the
business is better sel up hoth financally
and operationally for the medium-terrm.
The combined opportunitics to both
improve the infrastructure and invest in
growth mean thal we expect to continue
toincrease our investrment rate, albeit
subject Lo careful assessment and even
stricter financial discipline given
heightened uncertainty. As a result, and
taking into account inflationary pressures,
we anticipate capital expenditure wilt
increase to around £400m in the coming
year (2021/22 £300.2m excluding property
acquisitions and disposals) The areas of
focus and opportunity are as follows:

- Technology investment to drive the
digital transformation of M&S and
systems improvement {o support
more responsive trading.

— Supply chain nvestment to creale a
quicker, more efficienl operation
and pave the way to a modcern,
automated network.

- Multiple cpportunitics for growth in
the store estate, including investment
in renewal, larger-format Food stores,
rotation to madern, accessible full-line
stores, and growt h through franchise
partnerships

Our capital allocation decisions will
continue to be guided by our ambition

to grow the business while sustaining
palance sheet metrics consistent with
investment grade. The Board will consider
the scale and timing of a resumption of
dividend payments al the year end.

Financiod Keview
<«

Despite the near-term
challenges, the business

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

Read our full Financial Review

on p36 -
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STRATEGIC REPORT

THE NEXT PHASE OF TRANSFORMATION

CONTINUED

Wwe are confident about the Tuture potenttal of M&S, but we
know we need to go further and faster in this next phase of

transformation to repasition for growth The new leadearship Leam

will set out their plans in more detail later in the year, but the
following detail sets out their clear areas of focus to protect the
magic of M&S, whilst modernising the parts where we currently
lag, so that we can dnve growth

\

STEP TWO

SHAPING
THE FUTURE

STEP THREE

MAKING
M&S SPECIAL

STEP ONE

FIXING
THE BASICS

~ The mostimpoertant priority is {o buitd on the strength of
the M&S brand and product. We will offer style in Clothing,
Home snd Beauty, groat Laste in Food and underpin that
with our commitment o trusted value. Alongside this we
will raise the bar in categories where we have opportunity
to grow markel share.

— We will offer our custormers a truly seamless experience across
all our channels wherever we trade around the world, using
our data and insight to ymprove personalisation capabllity.

|

We will offer our custamers curated chaice, Buillding our core
MES product, whitst opemng up our channels to partners
that complement and erthance the range,

‘Do the right tng’ is an M&S vatue but it reflects a behaviour
that’s deep in the culture and we will put it info action

and better connect our ambitious net zero plans to our
commercial strategy

I

~ Alangside this, we nced Lo modernise the key enablers that
witl untock growth potential at M&S. This means:

Moderrsing and focusing our store estate
Sirnplfying and future proofing our supply chains

Buitding more responsive and agile systems to improve
visibility and insight

Jeined the Beard on
25 May 2022

«

Under Steve’s leadership M&S has changed, while
holding true to its values. | feet very fortunate to
be leading the next chapter in M&S’ story with two
fantastic partners in Katie and Ecin. Thanks to the
changes made - we are facing into the market wide
inflationary pressures from a much more resilient
position. We are confident in our ability to trade
the business and - at the same time - increasing
the pace of change and investing behind our
leng-term growth. Effectively managing for

today and building the M&S for the future, This
means a simpler, faster M&S with a laser focus

on execution, so that we can be a great place for
our colleagues to work and a great place for our
customers to shop.

Stuart Machin Chiel Exccutive Officer

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

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

Katie Bickerstaffe Co-Chief Executive Officer

08 Marks and Spencer Croup plc




BUSINESS MODEL

SR

OUR CUSTOMERS

M&S serves nearly 30 milbon customers
avery yoar from across the UK Our Food,
Clothing & Home and other retail
businesses are focused on developing
products and services to make us more
relevant, more atten, to our customers
and beyond, who we reach through a
channel network of 1,487 stores and
onlinc services In the UK and over

100 international markets.

Number of customers served
in 21722

30 million

OUR COLLEAGUES

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

They 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.

THE CROUP

CHANNEL 5

Making

Clothing

the everyday
remarkable

Property

Bank and
Energy

International

A FAMILY OF ACCOUNTABLE BUSINESSES

=
OCADO

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

innovation and trusted value at their core.

o Food

MES Food sells sustainably sourced
praducts of exceptional qualty and
value through five main categories
Protein, deliand dairy; Proauce,
Amoient and in-store bakery,

Meals, dessert and frozen, Hospitality
and Food-on-Lhe-move

@ Clothing & Home

MES sells styush, quauty, suslanably
sourced own-brand clothing and
homoware through our principai
product departmenls Womenswear,
Menswear, Lingerne, Kidswear

and Home

@ International

ME&S exparts the best of M&S Food
and Clothing & Home around the
world in setecled target markets.
Customers purchase our products
through a network of mainly

partner-ied businesses or through
onune-only channels

o Services

Through M&S Bank (operated ty HSBC),
we provide a range of financial services
with a focus on credit card ana
payment solulions that create a
rewarding shopping expernicnce
M&S Energy s a competitive Tully
renewable energy source orovider
foperated by Octopus)

e Property

We have an aclive Property
Development tearm to maximise
the value of our property
assets througn investment and
development opportunities.

M&S halds a 50% investment in Ocado Retall,
arelationship oetween M&S and Ocado Group
plc. Since September 2020, the M&S Foad range
and selected Clothing & Home products have
been avallable for customers to shop on the
Gcade platform, giving Lhe Group access to
the UK's fastest-growing grocery sales channcl

Ms2

MS2 brings tagether our data and online
teams to invert the conventional model where
M&S com had beenrun as an extension of

the stores business and enables them to taxe
advantage of the online growth cpoortunity.

Annual Report & Mnancial Statements 2022 09
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Financial hightights

UK Food tevenue

£ b (19/20. +101%)
6.6bn

Operating profit before
adjusting iterms

£277.8m

Marks ang Spencer Croup plc




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

Cperating profit before adjusting items
of £277.8m, as compared to £236.7m

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

PERFORMANCE UNDERPINNED
BY IMPROVEMENT IN QUALITY

M&S Food delivered sales growth of

10.1% vs 2019/20 and in H2 continued to

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

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

MARKET CONTEXT

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

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

The grocery market shrank -4.4% compared to the prior year for the 52 weeks ended 17 April 2022,

declining to £127bn (Scurce: Kantar).

What customers bought

Cur aim is to offer every custormer shopping with M&S Food a bigger
and fresher range of delicious food to cheose from, at everyday vaiue
they can trust Throughout the year we've seen custorers purchase
more products from our core grocery and gproduce ranges — Like our
78p bananas, 60p Viltamin D-enriched bread or £1 100% British eggs
in higher volume, driving birgger baskets

Sales vs 201920 (%} H1 H2 FY
Frozen 40 18 27
Beers, wines & spirits 30 17 23

Crocery & household

Meat, fish, poultry, dell, dairy

Bakery

Produce & flowers

Total

Sales vs 2019/20 (%}

Food-on-the-meove

Hospitality

Total

Where custemers shopped

With M&S available on Ocado and Costa, along with the growing
number of bigger, better, new-format Foodhalls in retail parks, the
breadth of channels in which customers can shop for their favourite
M&S products has grown. This year, as the impact of Lhe pandernic
on locations such as city centres, high streets and travel locations
reduced, we've seen customers gradually returning, but with Simply
Food and retall park locations remaining the main destination of
choice for M&S customers.

Sales vs 2019/20 {%} H1 H2

Simply Food 27 8

Retarl parks 23 20

Franchise fuel 13 8

Total 18

Sales vs 2019/20 (%}

High street

City centre

Franchise travel {rail/air/roadside}

id0d3d 21931vHlsS




STRATECIC REPORT

FOOD
CONTINUED

Crowth was supported by a substantial
programme of product innavation,

with over 13580 new lines over the

past year, including summer barbecue
ranges, extensions Lo our market-leading
Plant Kitchen offor, and an expanded
“Dine In" programme.

In a climate of increasing price awarcness,
*Rermarksable Value” and “Fresh Market
Specials” ranges have been relaunched,
offering products with an M&S quality

differential at everyday low prices. Around

one in four M&S baskets now include one
of these lines. Overall, value perception
has improved by five points since March
2019, ahead of the rmarket, and quality
perception is at the highest level in over
frve ycars

The Food rencwal format creates
larger storgs with the efficiency of a
supermarket and the 'soul’ of a fresh food

market. This has now been implemented in

40 stores, enabling customers to access
more of the M&S5 range. Annualised sales

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

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

MORE TO DO ON SUPPLY CHAIN,
WASTE AND AVAILABILITY

The M&S Food supeoly chain remains less
efficient and, we believe, hugher cast o
serve than our competitors. This is a result
of a complex store and logistics network,
a high level of chilled product mix and

a costly supply chain contract wilh

our partners, Gist. Alongside this, our
forecasting, ordering and stock altocation
systems are dated and are in the process
of being upgraded

Can | App 7 ez you can!

To promote the benefits of the
M&S app and encourage more
customers to download and
start using it, we ran a two
week app-focused campaign
in March, including our first
ever Sparks TV advert.

As rnore customers tuars Lo shopping with us
digitally, we've been buiding our gquick and
easy dgital shapping experiences - such as
scan & shop and digital click & collect - wnich,
alongstde our Sparks rewards scheme, are all
hostec in the M&S app Not only is this the
easiest and most rewardmng expenence for
customers but 1t also builds our omni-channel
capabilities and offers flexibility for customers
so that they can choose how they shop with
us. The resut of the campaign was over hatf

a milion app downtoads across March and
monthly active apo Jsers reaching new wevels.

12 Marks and Spencer Group plc

SPARKS

Ower tho past two years we have
implemented the “Vangarde™ trading
maodel across the full Food estate,
creating more efficient processes for
stock managemaont and replenishment
of stores, which has helped Lo sustan
avallability through the supply chain
disruption of last year However, waste
and stock loss remain above target levels
In the next stage we will roll aut new
forecasting, ardering, and space, range
and display systems to beffor match
catalogue and product display to
custormer demand, with the objective of
realising a substantial reduction in food
waste. Tha increasing store rationalisation
prograrmme 15 also helping to create a
network of conforming stores which are
lower cost to serve.
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MES Food Kenewad

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

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

- atl laid out in an inspiring and aesthetically-
pleasing format. M&S has renewed 40 stores
so far across the UK, delivering 3 bigger, better
and fresher experience for customers across Stores renewed
Food, such as our Woking store seen right, with

more in the pipeline for the year ahead.

Quality perception'

Customer ratings of M&S Fooo procucts
on quality were level an last year (Source:

straug{/o KP’Q i\;o;\?eo;é:rr:-d rerain at their hignest point RE MARKS ABLE

LEVEL™ ™

Value for moncy perception’ Availability

Customer perception of M&S Food Gur Vangarde trading model has improved
representing value for money rermamed processes for stock management and
level this year, following last yvear's 13ppt replenishment of stores, and helped to
increase (Source: YouCov) Our focus sustain availability through the supply

on offering M&S quauty products at chain disruption of last year

everyday value — such as tne relaunch of )
our "Remarksable Value” range this yoar Q¢ (20/21: 95.5%)
have driven increases In value perceptians o

ahead of the markel

LEVEL™™

I Reset quality and value perception scoras rracking independent data wh-ch future report s wll be benchmarked aganst

Annual Report & Financial Statements 2022 13



STRATEGIC REPORT

FOOD
CONTINUED

British Select
Farmers

We've continued to shawcase our Briish Setect
Farmaers who deliver the exceptional guality,
value, and {reshness we're famous for, through
our Fresn Market Uondate customer campaign
Thus multimeaua and TV campagn helps
strengthen customer perceplions of our

quality and value \J

New

PARTNERSHIPS

Cocta Cotee

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

A range of around 30 delicious M&S Food
classics, including sandwiches, children’s
food and products from our Plant Kitchen
and Made Without ranges, are now available
n €.2,500 Costa Coffee stores and
Orive-Thruianes across the UK The
collaboration brings M&S’ delicious
Food-on-the-move to the nation’s largest
chain of coffee shops, Laking our trusted
value offer to a wider audrence. So far,
customers have reacted brilliantly to the
tie-in, with sales performing strongly

t4 Marks and Spencer Group ple



OCADO

TRANSITIONING TO STRONG CAPACITY GROWTH
POST PANDEMIC REVERSION

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

Following a successful switchover to

M&S supply, Ocado Retail delivered an
exceptional performance during the
lockdown periods in 2020/21. As expected,
2021/22 saw a reduction in average basket
size to C£123 in Q4 {2020/21: c £145) and
increasingly normalised demand across
the week. At the same tirne, with a
substantially larger industry growth
opportunity than we envisaged when

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

Ocado Retail delivered revenue of
£2,248.8m, down 4.4% compared to
2020/21, and EBITDA before exceptional
items of £104.8m as compared to
£189.9m in 2020/21. We recorded a Group
share of nel income of £139m, after a
£7.2m share of net exceplional costs.

MAS financial quarter
2021/22 al a2 a3l Q4

Average

orders per

week (k) 383 338 375 367
Retail

revenue

(EFmexVAT} 6184 5175 5478 5L647

Notes Retal revenue compeases revendos from
Ocadocorm and Qcada 7oom and excludes rovenues
from Fetch i current and prior penods Average orders
per week refers Lo results of Ocadocom

MES Food enline

Qur partnesship with Ccado Retail

brings together our unbeatable guality
and Ocago's industry leading customer
service Were investing in growing capacity
at Ocado Retall and beueve there is
potential for our twa businesses to

wark even more closely together

TARGETING GROWTH IN ACTIVE
CUSTOMERS AS PANDEMIC
CONDITIONS NORMALISE

QOcado Retzil delivered good growlh in
active customers through the year, with
an acceleration in the final quarter
compared with the prior year, as new
CFCs came on stream. Order growth and
average basket size reflected the return of
customer behaviours towards pre-Covid
levels as restrictions reduced and there
was a return to more in-office working,
As a result, revenuc declined, but
substantially outperformed the online
grocery market (Source: Kantar 12 weeks
ended 20 March 2022).

NEAR-TERM MARCINS REFLECTING
A HIGHER PERCENTACGCE OF
IMMATURE CAPACITY

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

to a fire, Enth CFC was fully reopened in
Decernber 2021, During 2021 we also
opened two now CHCs in Purfleet and
Andover, which were operating at around
half of their end-game capacities by Q4.
Some one-off costs, associated with the
fire at the Erith distribution centre and
technolegy platform transition, have
impacted the M&S share of profit.

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

SUBSTANTIAL FURTHER POTENTIAL
FOR THE JOINT VENTURE

The M&S brand 1s consistently over 25%
of Orado Retail's sales, and this has
generated substantial buying gains for
both M&S Food and Ccado Retail. We
believe there is additional unexploited
potential Lo make better use of the

M&S brand, data capabilities, and cross-
marketing as the businesses work even
more closcly Legether, Towards the end
of our coming financial year, we are also
planning lo re-platform from the legacy
operating system to the “*Ccado Smart
Platform” This represents a rmajor
technology swilchover and will provide
Ocado Retail with a website and ordering
capability that when fully developed we
believe will be market-leading.

ik
il .
At VN
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STRATEGIC REPORT

Number one full-price

aCivewear range
GOODM VE 3

We |
2020
a dible comp

the growing activewear markel and a truly relevant offer
Tor our custom ring every area of aclivewear
from performance items (pictured) to a growing yoga
range With health & welln more important than ever
for our customers, we continue to market the trusted
value of the prod and the market-teading innovat
within the range, a5 our new Extra High impact
Sports Bra (£28), with pioncering cup technology and
front adjusting velcro siraps. We sell 1.6 mitlion
Coodmove iten nriuatly - with 5,000 of our £25

old every month, and

e wormen's activewear

LOTHIN

Everyday style and value




he objective of Clothing & Home is
to create a contemporary M&S range

in-greater depth, alongside a

"

family of internal and external partner
brands providing broader choices to
our cusiomers. We are at the very early
stages of transitioning to an omni-channel
business backed by exceptional data

and highly personalised customer
relationships, and a more sustainable,
profitable model is starting to emerge.

Clothing & Home delivered sales growth
of 3.8% vs 2019/20, with three consecutive
qguarters of underlying growth. Cnline
sales were up 55.6%, with strong growth
ithroughout the year outperforming
pure-play peers and gaining 60bps of
market share (Source: Kantar 52 weeks
to 3 April 2022). Store sales declined
11.2%, with performance continuing to
be impacted by legacy high street and
city centre stores, although there was
sorme improvement in H2.

Operating profit before adjusting items
of £330.7m, as compared tc £2239m

in 2019/20, reflected the benefits of sales
growth combined with an increased
full-price sales mix.

MARKET CONTEXT

RESHAPING THE "PRX

TO DRIVE SHAPE OF BUY AN
REDUCE CLEARANCE

The Clothing & Home offer has beeri
reshaped over the past three years
around trading principles focused ori -
contemporary style, simple accessiblé:

product, and greater depth of buy. Qverail-

option count has reduced by c.20% on
2018/19. Alongside the product change,
there has been a successful shift to
trusted value and everyday tow price.
As a result of these actions, discounted
sates have reduced and stock into the
ctearance sale was down 34% on two
years ago, enabling a simpler, more
profitable operation. These changes are
beginning to be reflected in improved
customer style perceptions and are
generating increased confidence in

the new approach within the core
product teams.

Btanket promotions, which often cbscured
inconsistent pricing and reduced trust,
have largely been removed. The pricing
architecture is clearer, offering value on
entry price points in preducts such as
women's jeggings, men's denim and the
recently introduced "Remarksable Value®
tabel in our Home ranges. As we have
shifted to a trusted value approach,

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

UK Clothing & Home revenue

£ 3 o 3 b n(w/zo: +3.8%)

Operating profit before

adjusting items

140d3d 2103LIVYHILS

(19/20: +47.7%)

£330.7m

(AM[W’M{EM?/

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

value of £33.1bn (Scurce: Kantar).

What customers bought

Where customers shopped

in Clothing & Home, our aimis to of fer everyday, sustainably sourced
progucts tnat are relevant fo how our customers are Living and working
- al trusted value. In the first half of the year we saw customers
continue to purchase casual and achivewear, a trend representative

of tne pandermic  before other categories such as formalwear began
toreturnater in the year.

As well as great products, our customers are always searching for
easy and insoirabional shopping expericnces, and we're aiming to
deliver this oy building an omni-channel business wnere our slores
and M&S.com combinc scamlessly together Over the course of the
yvear we saw customers gradually ret urming to Clalhing & Home stores;
however, M&S com remaimed the mest copular shopping channow for

Sales vs 2019/20 {%)

our customers

Wornen's denim

Women's casual tops

Women's knitwear

Men's casual

Kids daywear

Lingeric

Soft furnishings

Sales vs 2019720 {%)

Women's formal

Women's holiday

Men's formal

H1 H2 FY
8 27 17 Sales vs 2019/20 (%) [+}] Qz Q3 Q4 FY
0 30 17 Retail park -2 3 3 24 5
15 7 g Outlet B -10 1 73¥7 A___2_6.__u w__3&
1 12 7 Shopping centre -26 -16 -12 5 12
2‘"{ “’“57 54 High street o —2{ -22 . _—20 -5 -19
o g 5 Ciycentre -37 -28 -15 3 22
TS 1 76 Total CBH stores 212 143 -109 56 -2
Ht H2 FY
-33 =20 -26
- E
35 20 28
-9 ) -1

Men's footwear
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STRATEGIC REPORT

CLOTHING & HOME

CONTINUED

STRONG PERFORMANCE IN CORE
CATEGORIES AND IMPROVING
STYLE PERCEPTION

As expected, category performance over
the two pandermic years has been greatest
in core casual calegories, sleepwear and
soft furnishings. Following the reopemng
of the economy in July 2021, the slow
return to offices, combined with

greater mobility, has led to a gradual
improvement in formal ranges,

elements of footwear and holiday,

- Wormenswear has driven good growth
in the "big three” departments of dermim,
knitwear and casual tops, A focus on
sirmple, repeatable styles m drosses,
supported by popular collaborations
with orands such as Chost, has resutted
ina very strong performance The
Coodmove activewear brand has
grown Lo aver £65m in two years

Lingerie has secn a recovery over the
past year in core areas such as sleep,
underwear and bras A focus on sharper
value through multi-packs al oponing
price points has combined with now
streteh offers such as "Boutique™ and
the launch of the "Meutrals” range.

Steategio KPle

Clothing & Home space

Progress has peen maae 10 3adressing tne
‘egacy of aur ful-une stare estate nawever,
there s mucn stid lo ao ta convert stares
to a new more eflicient shopoaoe format
and sugpart our growth towaras an
orini-charne. customoer offer

-1.0%

20421
2¥22

153 en fr

102msq i

Qe3el DJdnly 470 ValJe DRrLenT OM LOTIe% TTACK A0 Na0ae et

18 Marks and Spencer Group ple

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

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

- Home ranges have been reshaped, with
pricing realigned to the market in arcas
such as bed inen, lighting and curtains,
Furniture ranges are being upgraded
and Wosses have reduced

Value for money perception'

1ne porcentage pont Ncrease i custamers
rating M&S Clothing & Home progucts
nignty on value for money (Source. YouGov}
Qur successiul shift to trusted value ana
everyaay low prices and the replace™ent of
widespread promolions with clear pricing of
O prodacts, has improved our score by a
{urtner percentage point ana means we
remam tne market wader on value for money
cercenhon by cusforers

@0/21: +3)
+]

Quality perception’

Customers continuaed (o rate MAS Cooting
& Horme oroducts mignly on aualty (Source
YouGav) Athough no change year N year
M our scote, we continue to og cear #1 i1 the
market on orgduct auaaty as a resu.t of tne
reshaoing of our proauct engine Lo focus on
coMtemporary sty.e comMoineg with simo.e
and accessiowe products

LEVEL™"

At B ar TR s g L 0R QONCRMETRT LZNAL

Nething
Newtrad About Ib

The now neulrals offer s a clear ana
simpe preposiion for aliwomen -
MOre Colours, mMore sizos and more
chalce within neudrad (also known as
nude) bras & xnickers This new range
grves custarmers tne freedom to
complement or contrast therr skin
tonc Customers canopt for asize,
style and coour that makes them
look gooa and feel great




Nebody's Chidd

Qur Brands at M&S strategy nas
continued to gain momentum [n
November, we evolved our parlnership
with affordable, eco-conscious fashion
vrand Naobody's Child by investing a
27% stake in the business.
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In March 2020 we launched
our “Brands at M&S” platform,
and today we sell over 40
complementary and curated
brands on M&S.com.

From Sasander to Smiggle, we operate a range
of models, including exclusive collaborations
and brands we own, like Jaeger (Spring/Summer
collection pictured), ar have a minority stake in,
like Nobody's Child. During the year, brands
represented c.3.5% of our online sales and

were shopped by over a million customers,
Customers who buy brands not onty on average
spend double but return to purchase again

10 days sooner, "*Brands at M&S” will continue

to be online first, maximising the advantage

our store netwaork brings for searnless delivery
and collection, but we've begun a number

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

JAEGER
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STRATECIC REPORT

CLOTHING & HOME

CONTINUED

M52 DRIVING
OMNI-CHANNEL GROWTH

MS2 had a successful year, with strong
online sales growth at an adjusted
operating profit margin compaetitive

with store sales. The MS2 organisation
brings together the data, digial and
online tearms acress M&S ks aimis to
prioritise Lhe best online offer, acting with
the speed of a pure-play while leveraging
the store estatoe to drive advaniages in
reach and fulfilment ta deliver better
custamer service,

- A programme cf front-end digital
development to inspire customers
has included upgraded imagery,
increased user-generated content,
“shop the look” features and
“hotspotting” of product benefits,

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

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

20 Marks and Spencer Group plc

The online commercial teams are fully
involved in category planning.

During Lhe year, c11% of onlinc

orders were satisfied through in-store
fulfitrment The ability o sell through
stock in the store notwork has increased
customer convenienco, imnproved stock
turn and helped drive customaer
avalabilily to c90%, compared with

. 75% through the onling distribution
centre alone.

- The cut-off for next-day delivery
remains below our target level but is
now market-competitive,

Over the past three years we have built
the foundations of a more personalised,
custormer-focused digital offer. We have
crealed a single custorner data platform
alongside our enlerprise data platform,
“BEAM", which continues to consotidate
our data in one place,

The relaunched Sparks programme has
grown £o over 15m membears, of which
close to 9m are active, and we are working
on the next gencration of improvements
to the offer. We have grown app usors to
over 4m and expect to launch Sparks

Pay, offering custorners an integrated
payment and credil proposition including
loyalty rewards through Sparks and the
ME&S app

Over the past year we began to
personalise Lhe customer experience
through our website, app and customer
relationship management programme,
and around 8% of M&S.com sales are now
being driven by personalisation. Although
still at an early stage, we have developed a
bespoke in-house solution to deepen
relationships with custorners and drive
future growth Tho goalis to build
personalisation at scale to move from
alargeted promotions model to one
where the range, interactions and product
presentation are relevant Lo the individual
customer, making M&S a more engaging
and easier place 1o shop

Sparks and data provide the gateway

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

NASCENT PLATFORM OF
BRANDS ESTABLISHED

M&S has a slrong and trusted brand which
attracls customers {o our platforms as
the second largest UK anline clathing
retailer (Source. Kantar 52 weeks ending

3 April) with the largest omni-channel
footprint. This, combined with our 15m
Sparks card holders, credit card and
customer data engine, creates the scope
to bring othor brands onlo our platform,

very soCio]

experiment

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

Set up during the pandemic as a way to communicate
with local customers about availability of essential items
and opermng nours, these accounts have evolved into a
highly effective and engaging way for MBS stores to reach
local customers and communities. Content updates aon
new products and services are attracting a colective

3+ mullion views a week Qur stores are aiso driving
perception change on TikTok, with over 51 mitlion views

of our dedicated hasntag and M&S Romford (eading

tne charge with tneir viral viceos.




providing broader choice and
persenalisation for the M&S customer
and substantial now revenue streams.

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

— Thesc brand partnerships bring
broader choice, premium price points
and additional expor Lise to MES,

In total, third-party brands across
Clothing, Home and Beauty, ncluding
Jaeger, generated ¢ £100m of orders
in 2021/22.

- In establishing the operation, we have
made early investment in the initial
capacity required for ordering and
business development. At this stage,
the business trades through a wholesate
or commission model, with product
Tlowing through the M&S distribution
nelwork. We expect to evolve the model
1o add dropship capability, enablng
the sale and fulftiment of orders from
pariner stock.

IMPROVING PERFORMANCE
THROUGH ADDRESSING
LECACY ISSUES

Despite the far-reaching developments
and progress in the product engine, the
Clothing & Home business requires further
development in legacy systems, supply
chain and stores Lo enable a more
responsive business with faster speed

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

Lo operate.

In the current system, less effcclive
systems configuration and interface
makes planning and tracking slow and

labour intensive. Tcams have limited
visibility lo create accurale channel

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

The supply chain picking modcl can
be slow and high cost to cperate,
resulting in a risk of trapped stock.
The opportunity is to reconfigure the
network to suppert our ormni-channel
needs better In addition, the returns
channel remains slow, creating excess
handling cost and margin loss We have
already identified multipte ways of
reducing this; for instance preparing
returns for resale in the store of return
or nearby stores 1o enable further

The Sports Edit

In March, we announced a new Investment in
the fast-growing brand puatform The Sporls
Edil, which offers new and innovative brands
Our mvestrent reflects our strategic focus
on activewear, and 1n May we made our
market leading activewear brand Coodmove
avallable on the platform.

<

improvements in omni-channel
availability.

5¢, the pattern and riwthm of product
flow will be further reshaped over the
next few years. This reshaping will be
underpinned by a commitment

Lo fewer, deeper strategic supplier
relationships to suppoert a faster,

rmore flexible sourcing model which
has already proved comparatively
resiient during the pandemic.

Digital net promoter score

+5

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

Percentage of UK Clothing
& Home sales online

3 4% {19/20° 23%)
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STRATEGIC REPORT

STORES & PROPERTY
ACCELERATED ROTATION OF THE ESTATE

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

DEVELOPING PROFITABLE
ROTATION PIPELINE FOR FULL-LINE
AND FOOD STORES

So far in the transformation, we have
made significant progress in closing

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

We are now developing a growing pipeling
of store rolocations, moving from

old multi-fleor buitdings, of ten with
challenged Tabric and poor access and

car parking, to medern, well-located sites
wherever possible in the renewal forrmat
with omni-channel capability Moving away
from town centres is not our only focus,
bul we recogmise that in an arnni-channel
world, ease of shopping and fast access

1s critical to competitiveness, and in many
cases we believe the town centre locations
have lost impetus as a result of falled local

Strateqic KPls
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authority or government polcy. As a
result, @ high proportion, but not all, of
our relocations are to the edge of town

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

in Clothing & Home space reflecting

the rapid growth of online and our exit
from the long tail of tow sales density
stores that deliver a srnall proportion

of totat profit

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

- InLearnington Spa, the recent closure
of related town centre stores and
relocation to a full-line edge-of-town
former Debenhams to create a full-line
proposition 1s expected Lo pay back the
net capital of £70m invested in the new
site in 3.5 years

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

na accessible parking to the former
Debonhams site by the bus station with
extensive parking is expected to cost a
net £8.4m and to pay backn 2 years.

- The announced closure of the legacy
four-floor Lown centre store at
Colchester and opening of a new
rmodarn store in the retail park on the
edge of town will cost a net £73m,
resulting inan estimated payback of
3.2 years,

To accelerate the estate’s rolation, we are
focused on driving the recapture of
Clothing & Home sales from existing
legacy sites either to new stores, 1o
alternative stores or online and are
trialling a number of new nitiatives to
increase this.

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

the next three years, targely in the
12,000-15,000 sq ft renewal format.
These stores generate higher
productivity and good cash paybacks.

ENCOURAGING RESULTS FROM RECENT OPENINGS

OF the 10 ME&S stores opened i 2020/21* sales are averaging ¢ 11% above plan,

with paybacks of around 1.5 years

10 stores opened in 2020/21 Foodhall Full-line
T Vs Dr'lg'mal_ T
Perfarmance plan Performance Performance
Average annual sales (fm) 243
Average capex (E@__, __!_ T 37
Average payback (years) 15

T PQ20/7. store Denags 37 sRaWn 3n0ve rathar than 202727 as these bave 17 months of sales data to al.owa ful

FINEACIal "oV Ew

Transactions (average per week)

(20/21 +39%)
9.7m

Footfall (average per week)

(20/21° +45%)
14.1Tm

Stares net promoter score

{20/2Y; 81y
+81
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renewals

Modern stores in convenient
locations ara at the heart af
our store strategy, such as
our 75,000 sq ft new full Line
store in Slevenage, which
brings elements of our
renewal formal inta Clothing
& Home far the first time
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haunging Uhe Wi we "
connect with customers &l

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

Not only is this better for customers, but dual channel
shoppers spend twice as much as those shopping
only In stare. In-store fulfilment is a big part of our
advantage, leveraying the store estate fo become a
critical part of our supply chain network. To meet
demand in the pandemic, we scaled up our in-store S e
pick modet to cover mere than 200 locations; at the
height of the Covid-19 crisis, these operations were
fulfilling over 20% of online demand This acted as the
catalyst for further growth, and today all our clothing
stores are set up to be micro-fulhlment centres
collectively picking over 50% of custemers' online
orders, So if a customer is picking up a new Goodmave
top in their local store, there's a strong chance the
local tearn have also fulfilled that order, which as well
as being efficient, 1s a nice personalised Louch
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INTERNATIONAL
BUILDING OUR GLOBAL REACH THROUGH

STRONG PARTNERSHIPS AND ONLINE GROWTH

International Revenue

£037.2mM"7 "™

QOperating profit before adjusting items

£ 7 3 .6 m (19/20: -33.5%)

Net promoter score
86 {20/21: 85)

International websites

9 8 (20/21 98’ restated)

Our objective is to creale a growing
International business through strong
partnerships and a multi-platform online
busiress with globat reach.

international sales grew 1.7% at constant
currency, reflecting the continuing
rebound in activity through the year
and sustained growth in online sales
beth in markets with a store presence
and through global marketplaces
Operating profit befare adjusting ilems
of £73.6m {2019/20: £110.7m) included
costs and tanffs of £29.6m and an
estimated trading impact in the region of
£15m due 1o engong EU border issues,
largely related to 1the Ropubtic of iretand
following Brexil

Bu i/ldi/ng/ a greail senvice for
our inlernationad partners

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

ship and setl M&S producks in their markets,
and as part of trus, in May 2021 we launched

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

over 7 mittion singtes frorm tne UK network;
we've improved the vigipitity and stock
presentation of orders to make it easter to
track and process, and reduced our lead times,
meaning M&S products will be landing on the
shelves even quicker for customers across our

pariner markets
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SOLID GROWTH IN THE MIDDLE

EAST, INDIA AND GLOBAL ONLINE

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

in domestic dermand. In Asia, we saw a
substantial bounce pack in India following
lockdown in Q1, which was partly offset by
continuing restrictions in some markats

Sales in Europe reflected strength in

Clothing & Horne sales in the Republic of
Ireland, partly offset by the impact of
EtJ-related border issues on the Food
business. Qver the past two years, onting
retail sales of M&S and our partners have

grown by 152% and now total £251m

Folowing the expansion into an additional.
a6 Lerritorics in March 2021, we now Lrade

in 105 markets

Performance vs

2019720 (%) H1 Hz FY
Euope 42 74 58
MddicEast 95 280 186
A2 236 98 -66
Total retail

sales -2.7 1.z 4.3
Performance vs

2019/20 (%) H1 H2 FY
Sores 31 35 57
Cnline 165.7 1411 152.2
Total retait

sales -2.7 1.2 4.3




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

During the year, the business faced
the dual headwinds of the impact of
EU border i1ssues and the ending of
shipments Lo our franchise partnerin
Russia as a result of the war in Ukraine.

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

Lo lrelandd, becouse of certification,
declarations and Lhe complexity of
segregation in warchouses, nonc of
which benefil custorners. We expect to
be able to mitigate these costs further
through increased local sourcing and

by automating processes. In cur Clothing
& Home operaticn, we are planning to
open a new "EU hub” in Croatia, enabling
the direct flow of stock into market

to fulfil orders for our partners,

including marketplaces.

The M&S businesses in Russia and Ukraine
have been operated by a licence holder
and franchise partner andin 2021/22
generated retai sales ol £102 Tmand a
contribution to profit before adjusting
items of £5.2m. M&S is a vatues-led
business, therefore, as a result of the
invasion of Ukraine, we ceased shipments
to Russia on 3 March 2022, Subsequently,
we have made the decision Lo fully

oxit our Russian franchise and we have
recognised a charge of £31min adjusting
iterms, representing our full exit costs from
Russia and business disruption in Ukraine.
Unfortunately, cur Ukrainian business has
also been partially closerd as aresult of
war impacts, and we are working with our
partner to reopen as and when possible.

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

Cur joirt venlure parinership with
Reliance Retail In india openad six now
stores, closed nine mostly smaller-format

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

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

New openungs

New International store operings
include our comprehensive
13,000 sq ft new storc Inthe
Dubai Hills Mall.
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PEOPLE & CULTURE

e

TeECH oL

Qur Pewple Plan has six bey aims:

#-I Transforming our organisational design to
drive ownership, pace and commerciality.

#2 Becoming a data enabled and
digitally focused business.

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

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

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

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

Marks and SPEW
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Four years ago, we set oul the
unvarnished truths about the state of

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

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

We were clear that our aim was to draw

on the foundations on which M&S was
built and appty them in a madern setting
to create the most engaging, involving
place to work in UK retail —an organisation
thal was data-driven, digitally-enabled,
cmpoweraed and fast-moving,
underpinned by a flat structure built
around the trading busmess units that
drives a closencss to the front ne and
the customer.

At the beginning of the financial year,
Stuart Machin and Katie Bickerstaffe were
appointed Co-Chief Operating Officers
{COQs), sharing cperational oversight of
the business, to accelerate the pace of
change across Lhe core businesses. This
has driven real mormentum behind cur
key strategic priorities, for example on
store rotation with an accelerated closure,
relocation and renewal programme and
accelerating online growth through M52,
It has also accelerated the breadlh and
pace of change in cur culture, as the
executive team took direct ownership of
the People Plan and we have made some
progress against our priorities:

#1

Transforming cur organisational
design to drive ownership, pace

and commerciality

The key change over the pasl year

has been the appeintment of the two
Co-COO0s and the galvanising effect they
have had across the core businesses, as
can be seen in our preliminary results.

Across the business, the rove to more
flexible, agile working has been further
embedded, underpinned by clear
frameworks and our market-leading
partnership wilth Microsoft, Adeption of
TEAMS is now al 93% across the business,
wilh 9 & million interactions every month-
a9 million chat messages, 280,000 video
calls and 120,000 online meetings, as well
as 240 streamed cvents.

In stores, work has begun to modernise
our appreach to flexibility For store
management teams we have intreduced
job sharing, moved from shift patterns to
hours-based matrices and are tnalling new
work patterns such as nine-day fortnights.
For customer assistants, we wilt be piloting
a new provider to make it easier for store
{eams Lo book and change shifts through
a mobile-cormpatible digitat platferm
acceossed through TEAMS. This will also
mean slore managers can manage shifts
through their electronic devices on the
shop floor.

(olleague representation measurements

Total employees’

& Female
45,484

* Male
20,726

66,210

Total senior managers'

® Female
69 (20/21:57)

* Male
92 (20/21:79)

Total Board'?
® Female
5 (20/21. 4)

& Male
6 (20/21:6)

1 Colleague measurements compared to
20/21 to illustrate year-on-year progress
7 Asatpublication date

Senior managers from
ethnic minorities

6.8% (20/21: 8%)

While we made progress in attracting

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

Engagement

62%

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

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

we measure against in future reports.

f#2

Becoming a data enabled and

digitally focused business

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

year includes:

Skills & Capabilities

In Janueary the “Product Academy” was
launched, an £11m investment in face-to-
face traming to help our store teams
perform and sell better, delivered to
25,000 colleagues. This includes “selling
through every channel” Lo increase
colleague confidence and capability in
utilising our growing number of digital
tools and in selling products and scrvices
avaitable online rather than in store. In
December we launched the first ever Data
Science and Al apprenticeship in retail,
offering a 15-month Level 7 course for 10
colleagues through our "BEAM Academy”
digital and data learning hub. Over the
past year, 14,000 learning sessions have
been undertaken through the Academy -
ranging from longer-term courses to
bite-sized sessions.

The right systems & technologies

The first phase of MyHR - the cloud-based
digital people system - was launched in
September, focused on performance
managernent and talent management
across the cotleague Ulecycle. While there
were bumps in the road and we continue
to respond to colleague feedback, IL was a
relatively smooth process and 1s a key partl
of moving to a manager-and-colleaguc-
led self-service model

Cender pay gap

(9] (20/21:
.I 2 .5 /o 12.5%* restated)

Qur gender pay gap, the average
difference in hourly earnings between
our rmale and female colleagues,
remained level on the yvear We've made
progress in the representation of women
in leadership roles across the business,
with women in more than 50% of our
senior management roles. We remain
committed to reducing the gap further
through action such as expanding
talent pathiways to further raise the
representation and reward of women
across the business.

* Qurreporting coverage has boen updated and
wiil include an additional colleague shift pattern
in our distribution centre, so we've restated
previous years to give the truest comparison
going forward
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STRATEGIC REPORT

We have continued to use TEAMS as a
gateway Lo differert services, utitising its
high adoption rates, We nave fully digitised
ihe operational communications that go
out o stores through the TEAMS platform.
They are now personalised to be more
relevant to collcagues, albeit there s

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

CEQ suggestion scharme are also fully
digitised and accessod through TEAMS,
which has driven increased partiopation

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

on the move using TEAMS, cutting Lime
and helping colleagues spend mare time
with cuslomers.

There remains more work {0 do to ensure
a consistent quality of WiF) across the
estate, parlicularly as we expand our
omei-channel capabilitics

Digital-first culture

Our BEAM Academy has engaged over
100,000 colleagues through events during
the year, including 3000 colleagues at
our brggest-ever annual “Digifest”, 450
colleagues participating in the digital
and data hackathon and 900 regutarty
alttending the "DigiMeetUp™ sessions.
To target cotleagues of the Tuture, we
also sponscorad "Hack the Burgh™ -
Scotland’s biggest student hackathon

To foster digitalinnovation, "ignie” - our
exiernalinnovation and partnerships
funclion - met over 500 start-ups,
launched 19 new trials and established
Lwo new partnership with start-ups,
building on our existing work with

True and Founders Factory.

Howover havmg directly asked cotleaguos
1heir views on our progress In creating

a digital-Tirst business, the feedback

1s clear. While colleagues understand

the importance of digital and data
transfermation and of growing the Sparks
digital loyally programme, they do not yet
believe that datais used enough to inform
decision-making or that we have invested
enough in the tools and capabilities to
onable them Lo do therr job better

Competitive reward

We've 1nvestoa in our remar«anle people
0Oy INCreasing our houry rate of cay.
Every store co.cague across the UK
A0w earns at least £10 an hour, as part
of our competibive rewaro oat«<age

N—-+—7
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#3

Creating a team of empowered,
responsive and commercial teaders
who are close 1o the front line
Improving talent planning and driving
a high-performance culture has been
areal area of focus for the exccutive
team over the past year As a result,
while we continue Lo be 2 destination
for warld-class Lalent, for the first time
since beginning the transformation
we have promoted more people into
senior leadership roles than wo have
twred externally.

Standardising expoctations has improved,
with the introduction of a leadership
framoewaork and model of potential to give
clarity to what great teadership tooks tike
al MBS, However, there is still not a regular
cadence of leadership engagement or
developrnent to buld "one M&S leadership
team” In addition, while listening groups
are now an established practice at M&S
and the "Christmas Elfers” scheme - where
support centre colleagues help stores
over the peak period - was the biggest

Lo dale, the reality is that programmes

to connect leadears ta the front line have
stalled in the past year

#4

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

In Seplember we established the “Store
Voice Feedback” network, allowing stores
Lo send feedback directly to the
teadershio, including the CEQ. Thus is
coupled with a weekly call every Monday
morning in which the store managers
challenge the business on all 1ssues stores
are grappling with. This is followed every
Monday afternocn by a call to store
managers setting out the pricnties of the
week but also responding to challenges
raized through the feedback call. In
addition, ‘Buyers and Sellors” networks

=

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

Our colleague suggestion prograrnme,
"Suggest to Steve’, has been reinvigorated
since moving 1o a digital ptatform, with an
increase in suggestions of over 100% on
the prior year. Steve Rowe has surprised
colleagues with winning ideas with a
“Steve Rowe hello”, and “Dragon’s Den”
events have laken place in stores across
the country, with colleagues pitching
against each other The business has put
over 500 ideas into action since launching
four years ago

We also launched our new "Voice of the
Custorner” digital platform, "Make your
Marks", which houses all of our customer
feedback, received across all channels,
from online to stares, in one place. Thig
helps colleagues to make data-drven
decisions based on exactly what our
customers necd and want

#5

Creating a culture of plain

speaking: data-driven and focused

on performance

Inthe past year, Stuarf Machin has led
aresel of performance management
focused on robust goal setting, This is
linked Lo transformation priorities and
open and honest conversations through
the year to track performance, cnabled by
the MyHR system. Every single salaned
catleague had an end-of-year rafting
recorded in the system, enabling far
better wisibility of performance data to
ensure fairmess and {ransparency N stores
we resel expeciations for our customer
assistants and have continued to drive
quarierly check-ins on progress, with

data showing that 84% of colleagues

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

#6

Building an invelving, engaging culture

where everyone can get on

M&S is made up of over 65,000 colleagues,
and our aim is to establish a culture which

brings cul the best in cach of them.,

A place where everyone can get on
We have expanded the successfut Food
Leaders programmes to offer a range of
innovative develocpment programmes;
BUILD for colleagues new to leadership,
EVOLVE for colleagues moving from
management to broader roles and
TRANSFORM for colleagues moving
into senior leadership roles. They are,
critically, for ALL colleagues across the
business, and feedback is extremely
positive. The key now is to expand and
embed the programmes without lowering
their guality. in addition, we have
expanded cur coaching of fer, previously
only for executive leaders, to 300
high-potlential colleagues, and have
developed “Stepping INto” programmes
to better support the carcer path of 750
high-perfarming store collecagucs.

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

third parties 1o source candidates from
diverse backgrounds. This summer we will
welcorme Lhe first of our "Black Interns’
initigtive participants and we have already
delivered our first “Diversity insight”

work experience programme targeled at
undergraduates wilh an elthnic minority or

lower socio-economic background We are
piloting a RISE - Recognising In-Stare
Experience — programme, opening up
support centre opportunities for store
colleagues, and will expand it in the
corning year. 427 young people
participated in the *Marks and Start”
programme for those furthest away
from work, with 81% of fered work at

the end of it, and we have delivered

the governrment-backed Kickslart
prograrmme, giving 358 young people a
six-month placerment and offering 80%
of participants work at the end of 1it.

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

Our Business Invelvement Group, BIC,
continues to engage regularly with the
leadership - including at Board and
executive lovels - and work has been done
to better establish the role of BIG reps.

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

—which has doubled to ¢.10,000. In a “world
first”, we arc cngaging our alumni as
mentors for current colleagues, and we
arc delighted that Strve Rowe - perhaps
our most famous alumnus — will be the
cormnmunity’s president.

MOVING FROM FIXING THE
BASICS TO THE NEXT PHASE
OF TRANSFORMATION

Perhaps the most significant change to
our pecple and culture is the handing of
the baton from Steve Rowe to the new
leadership team. On 25 May Stuart Machin
will become CEO, Katie Bickerstaffe
Co-CEC and Eun Tonge Group CFO &
Chief Strategy Officer. Bringing these
three leaders together will provide the
stability, pace and bandwidth required to
accelerate the pace of change as M&S
enters the “shaping the future” phase.

Key to this is upping the pace of change
and becoming a business thal moves
away from a linear transformation
programme to an organisation that is
continually changing, evolving and
experimenting. In many ways it means
more fully executing the pricrities we have
had for cur people and culture for the
past four years. Breaking down hierarchies,
really listening and - critically — acting on
what colleagues and customers are
saying. Making M&S a place where every
single colleague feels they belong and
can grow their career at a business they
trust 1o do the right thing Killing sacred
cows and becoming a truly data-led,
digitally enabled business focused on
outcomces, not inputs.

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

New tecprotogy

By investing in new techno.ogy -
including digital headsets

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

SUSTAINABILITY

EXTENDING AND EXPRESSING
OUR SUSTAINABILITY LEAD

M&S was a proneer in creating an industry-
leading, Tully integrated sustainabiity plan
under the *Plan A" banrer, launched in
2007, which refiected values that have
been core to M&S’ culture since its
inception, During the year we roset

Plan A with a singular focus on cutting

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

to deliver on this target.

This resct includes the return of the
Croup's 1eonic “Look Behind (e Labet”
campaign, focusing customers on the
storics behind five cveryday products,
from coffee to cotton, which are
responsibly sourced We also identified
100 colleagues as “Carbon Champions”
in leadership positions in key roles in
buying, sourcing and operaticns and
identified key targets for 2025

Following the resct of Plan A, we agreed
to link our new £850m revolving credit
faclity Lo the delwery of our net zero
targets These targets span activity on our

OUR

nct zora roadmap across the value

chain, iIncluding commitments to zero
deforestation in soy seurcing, sourcing
more sustainable fibres, reducing
eMISsIONs N our property estate and
climinating milbons of units of single-use
plastic packaging

During the year we launched new
inibiatives 1o help custorners tead
lower-carbon lives, including:

- Removing 75 million iterns of plastic
packaging from our food products and
installing plastic take-back bins in over
500 of our stores to make it easier for
customers to recycie soft plastic.

- Anew incentive programme e reward
Sparks customers when they donato
pre-toved clothes to our “Shwopping”
partnership with Oxfam.

— AMtest and learn” trial in an imporiant
growth market, clothing rental, with a
Founders Factory joint venture
investment In the Zoa Croup, the
operator of leading clothing rentat
website, Hirestreet

i

in January, a Sparking Change National
Challenge, inviting 14 million Sparks
customers to try a lower-carbon

diet, to feel healthier and potentially
SAVC maney.

PARTNERSHIP

with detite

Supporting the circular economy

In April, we (oined the dotte collective, the UK's fuirst Fully
circular kidswear peer-to-peer marketplace wnere parents
can buy, sell, donate and recycle outgrown kidowear, We
snare a commitment with dotte to finaing mMore aircalar
solulions which incorporate pboth new and pre-loved
clothing dotte addresses the chalienges parents face
wnen buyng secondhand - tnrough our partnership,
those who sell a pre-loved M&S item on the platform

will receive a M&S voucher for £5 of f wnen they spend
£25 1n our stores or anline Sustainapility has been at

the heart of M&S Kigs' thinking for over a decade, and
were continuing to devewon the sustanability credentials
within our ranges. Our schootwear 1s maage to offer
g.Jality that can pe handed down ana this s proven in
tne fact that M&S 1s one of the most poputar brands on
dotte for resate, with over 400 items sted on tne site

30 Marks and Spencer Group ple

While we have leading positions in
customer perception, there is much
more to do in Plan A to communicate our
practices Inthe year ahead we expect to
accelerale our programmes and bring
them through much more strongty to
the shell edge both within the store
ervironment and during the onling
shopping experience. We believe that
wider sustainability concerns are here to
stay, resulting in opporiumties for our
brand to enter new markets. Through

our deep relationships with customers
through Sparks, our longstanding trusted
supplier partners and our portfolio of
inrovation partners, we are well placed
to develop customer propaositions

N areas such as circular fashion and
low-impact farming

Sustwi/nwbt}h}bﬂf Kepert

Shareholders can read a full update
On OUr progress n our sustainability
report at marksandspencer.com/
sustainabilityreport2022 —

ESG commititee
repsrl

Read our ESG committee report
on p70 >




NON-FINANCIAL INFORMATION

The statements below reflect our cormmitment to, and management of, pecple,
communities, the environment, human rights, anti-bribery and anti-corruption
inthe last 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 inclusion, diversity, equal
opportunities, personal development and
mutual respect. We want people to enjoy
coming Lo work and for the workplace to
be free from discrimination, harassment
and viclimisation. We know that our Board
and leadership team play a vital role in this
commitment, which is why we have laid
out our progress in balanced leadership
on pages 68 to 69. Further delal on social
matters can be found in People & Cullure
on pages 26 to 29, and our Section 1721}
statement on pages 32 to 34

o Read more on our commitment to
peop.e In our

-~ Peopte Pninciples

- Code of Conduct
Responsible Marketing Principles

- Inclusion, Diversity & Equal
Opportunitics Policy

COMMUNITIES AND ENVIRONMENT

We have supporled our lecal communities
throughout our '38-year history, because
we know that vibrant communities are
essential for our success We aim to take a
progressive approach to our communily
engagement, which is reflected in our
sustainability commitments Sustainabibity
is also core to the M&S brand. This
framework brings together individual
business unit strategics into a shared
programme to drive behavioural change
and ensurc the whole business operates
in a more sustamable way.

° Read more on our commitment to
communities and the environment on
our dedicated corporate website areas'

- QurCommunities
Plan A: Our Pianet

o Read more on our activities in Lhese
areas this year

- Environmenla commitments and progress
can be found in the ESG Commiltge Report
on pages 70 to 77 Uetails of our greenhouse
gas ("CHO} emigsions are on page 76.

STATEMENT

Our contribubions Lerwards, and
consideration of, commuanities s integratec
throughout the renort and can also be
tound in our Section 172(1) statement on
pages 32 to 34, and in the ESC Committee
Report on pages 70 to 77.

HUMAN RIGHTS

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

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

of Conduct and, for all suppliers and
business partners, in our Global Sourcing
Principles. We are also a signatory to the
UN Women's Empowerment Principles and
the principles of the Uniled Nations Clobal
Compact. We strive Lo e a fair partner by
paying a fair price to suppliers, supporting
local communities and cnsuring good
working conditions for cveryenc working
in our business and supply chains. We are
committed to building knowledge and
awarenass on human rights for all of cur
colleagues and suppliers, encouraging
them tc speak up about any concerns
without fear of retribution - the outcomes
of which alsc enable us to comply wilh
legislation and meet the expectations

of shareholders.

© Read more on our commilrent to
human rights 1n our:
Modern Slavery Statement
Human Rights Policy
Code of Conduct
M&S Clobal Sourcing Principles
Child Labour rocedure

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

ANTI-BRIBERY AND
ANTI-CORRUPTION

M&S is committed to the highest
standards of ethics, honesty and imtegrity.
We have a zero-tolerance approach to
any form of bribery and corruption and
operate a compliance programme Lo
prevent bribery and corruption in our
business and supply chain.
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Our Anti-Bribery and Anti-Corruptlion
pelicies outling the expecled standards
of conduct {hat collecagues, contraclors,
suppliers, business partners and any other
third parties who act for or on behall of
M&S are obliged to follow The Croup
Policy outlines core principles and
approach, while the Colleague Policy
provides detailed guidance and sets cut
the applicable procedures for colleagues,
workers and contractors. The Business
Partner Policy identifies the requirements
for service providers, suppliers and other
business parties,

Our prograrnme includes detailed
procedures and controls around giving
and rcceiving gifts, hospitality and
enlertainment; procedures for engaging
new supplicrs and partners, specifically
ihose who are based in huigher-risk
jurisdictions; and standard contract
clauses and clear reporling channets,
including confidential reporting. All
colleagues are required Lo 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 1o the external confidential
reporuing channels are followed up and
full investigations launched where such
action s deemed appropriate after
preliminary enguirnies. Allinvestigations
are subsequently reported to the

Audit Committee.

Bribery Risk Assessments arc conducted
on an annual basis and an annual report
issued to the Audit Commiltee.

ﬂ Read mare on our commitment to
Anti-Bribery and Anti-Corruption in our

Business Parlner Anty-Bribery and
Antr Carruption Policy

Cooe of Conduct
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SECTION 172{1) STATEMENT

ENGAGEMENT &
DECISION-MAKING

SECTION 172(1) STATEMENT

We believe that considenng our stakehotders
In key business decisions 1s not only the right
thing ta do, but is fundamentat to our ability
to drive valye creation aver the longer

term. During this financial year, in the midst

of recovering from a glogal pandemic,
balancing the needs and expectations of
our stakehalders has never beena more
important or chaltenging task

Board directors are bound by their duties
under the Compantes Act 2006 (the "Act’)
to promote the success of the Company
far the benefit of aur members as a whole
In doing so, however, they must have regard

ta the interests of all of our stakeholders,

to ensure the long-term sustainability of the
Company The Board is therefore responsible
for ensunng that, it fulfils its obligations

to those impacted by our business, In its
stakcholder consiaeratian and engagement,
Stareholder consideration s embedded
throughout the business, with the Executive
Comittee ("ExCo") and senior management
actively engaged in communication and
involvernent initiatives

The fotlowing pages cornprise our Section
172(1) statement, setting out how the Board
has, in perfarming its duties over the course

of the year, had regard to the matters set out
1N Section 17201} (a) to (f) of the Act, alangside
examples of how each of our key stakeholders
have been consdered and engaged Further
information can also pe found throughout

the Strategic Report and in our exploration

of key slrategic decisions made inthe
Governance Repaort.

Read more:

@ Strategic Report, p2-55

° Key Board Decisions, p34, p63-64

° At marksandspencercomfthecompany

STAKEHOLDER ENGAGEMENT & CONSIDERATIONS

SHAREHOLDERS

Why they matter

Securing our sharchalders’ trust thraugn
continuous engagement ensures their
ongomg investmeant and support
Key priorities
For sorae, delivenng sustainabue, profilabe
grawth over tne long-term For others, seeing
immediate returns on therr investment
Increasingly far all, secing proactive and
consgienticus Environmental, Socal ana
Covernance ("ESCT) plans peing formed and
corresponding gooa performance in ESC areas
How the Board engages
- Ihe Annual General Meeting (AGMT) is the
Boara's primary opportunty ta mteract
with sharenolders, and al last year's cigital
meeting tne Board engagea with neany three
times as many shareholders than at the last
pnysically neld AGM 1n 2018 Amost 1,700

ndividaal sharenoloers engageo with our
AGM platform, eitner to watch, vote or submit
auestions [ne Boara intends to contmuc with
thrs improved engage™ent trajectory, by
Noshing anciner agita. Meeting this year

Our Private Snarenower Pane. s a groon of
randormy selected private snareholaers
wno have the ooportunity to attena reguar
meetings with aur Boara ana senior
management, auning which they can near
more aoout M&S ana oroviac therr input

01 the basiness' direction of trave.

How MES engages

Our Invester Re.ations tearn, aongsioe

tre Cnairman ana serior Manage™ent,
MaNtains 3 reguat i.ogue with key
iNstitutional investars Over tne course of
tie past year, [1e team™ ™mMet witn (via videc
conforencing, over tne eaong and IN-person)
over 120 nstitutiona, funas, engaging with
imvestars wna we estimate represent over
na.f af ourissued snare caoita,

Marks and Snencer Group plc

Governance considerations
- Dvidenda decision-making, balancing tne

desire of snareholders for immediate

returns, against the need 1o preaerve wiudtty

and ensyre the long Lerm sustainabuty
of the business

— Oveorarcrning strategy and purpase selting,

amed at delivering against sharcholders
needs for long lerm, sustamanle and
profitanie growth

Audl Committec oversight of internal and
oxternal auart processes, cnsaring the
pusiness’ mterna. framework of contrals is
sufficient to orotect shacenoloer investmant,
and that the presentation of the financial
statements provides investors with

an accurate, fair and balanced view of
performance, strategy and operations

CUSTOMERS

E

Why they matte

QOur castomers are al tne hearf of our business

Maintaning anaincreasing Lher entnasiasm
and wyalty for the M&S orang ensures the
enaJnng success of our ousiIness

Key priorities

Creat gualty anc va.se prooucts, having
goOd avaraoily across oroducl ines, a store
estate ana an onune affer tnat arc easy and

COOYan.e 10 SNOD N a constientious Corporato

ctizen wno custames can rely on to nave
actea eltically ana sustainanly waen sourcing
tre praducts {1ey wear, eal ang o7ing nto

s
Eog i
ﬁ@@

How M&5 engages

This year we introduced our Voice of the
Cuslomer prograrnme, ta measure customer
sabisfaction ang expenence wiin short,
targeted surveys across aoproximately

15 million touchpaint s onlime and 1In store

We regunarly monitor customer mooa ana
tooical issues through a maonthly survey of
1000 customers This helps us to understand
how customers are feeling and what 1s going
onin their Lives, so we can shaoe contenl and
tone across our communication channels.

- We conduct facus groups, in deptn

mtenviews and surveys throughoot the vear
on our strategic prigrities Iris year, m-deptn
dIsCUssIoNs Nave been hela witn over 4100
custorners ana anotner 9,000 have peen
surveyen, on a range of Lopics Intuwding
website expertence, delivery and colections
proposition; Spring 2na Autumn camoaigns
response, and Christmas store expenence

GCovernance considerations

ESC Committec review of custorrer insights
and perceplions on ME&S sustamabulity
cregentials, to inform the Plan A reset ana
future strategic aims on sustainabiity.

Budget and three year olan discassions,
agreeing oricing strategies to take account
of customer mpact asmidst inf. ationary
oressures and the energy orce crsis

COLLEAGUES

Why they matter

fhon nomes
How the Board engages
- Customer feeanack s weorporatea into

DUSIMeSs undates and nroposa.s for tne
Boarg's “eview and consiaeration

Our non executive arectors regularly attena
store visits tnrougnaut tne year, seeing

f1rst hano how siores pperate ang Now
thisi™opacls cuslomer experience

We cannot operate and achieve our strategre
Qoa.s without an engaged coweague oase tnat
feels appreciated., and s motivatea to aelwver

fGr our Custa™ers ano the DUSINess suCCess
Key priorities

Fec.ng va,ucd ano appropriatey rewaraed,
NavIng a7 INCLJSIVe and giverse place 1o work
witn a respecii ol corporate cullure beng anie
tG share their views ana nave tnerr col.eague
voICe neard in aeciston Ma<ing



STAKEHOLDER ENGAGEMENT & CONSIDERATIONS CONTINUED

How the Board engages

Cur Business Involvernent Group (BICT,

a netwaork of elected representatives from
across aluparts of the business, facilitates
cngagement with colieagues, with local BIG
teams regularly feeding back to National BIG
The chair of BIC ropresents the coilective
colicague vaice by attending a number of
Board and Remuneration Commuittee
mectings throughout the year

- Board members ncar from and engage
with our colleagues direclly during siore
vISILg, through listening groups, and also
regularly jon leadership team meetings
across the business

How M&S engages

- Coileague updales on performance and
strategy are provided by ExCo members
and senior management Lhrough regular
business area “huddles’, as well as by emall,
virtual meetings, and our Microsoft Teams
commurication and collabaration platform.
Colleagues are encouraged to be involved in
these forums py voicing Lher views, ideas and
questions with the leadership team directly

- This year, we introduced a new Collcaguce
Voice programme, surveying our colleagues
br-annually Lo give tne Board and ExCc an
informea picture of how colicagues feel
aboul working lor the business. The
progressive colleague engagement score
through the year was 62%, with 75% of
colleagues participating saying that they
feel proud to work for M&S

Governance considerations

- The Board's Croup purpose sething
and strategy discussions, highlighting
the importance of cotleague buy-in
and consequently commissioning a
colleague survey to invite views on
purpese communicabion,

- Insupport of an“interna. first” approach ta
growing talent and improving diversity in the
workforce, and colleague survey feedback
on devewopment opportunities, the Board
encouraged the continued iaunch of
long-form learming ana deveiopment
programmecs tallored to all career stages

COMMUNITIES

Why they matter

Community acceptance and mutual respect
provides us with a licence to operate and
ensures we are a force for gaod lor the
people and maces we rmnpact Tnis mcludes
Lhe wider environment, where considerate
use of resources contributes towards our
long term sustainabibity.

Key priorities

A fair and vatuacle contribution to society
and the economy and far M&S to be a sooally
responsible corperate, that cares about its
long-term impacl on the communities and
cnvironment it operates in.

How the Board engages

- Tne Board and ESC Cormnmittee have
reviewed key community initiatives
N meelings, nclading as part of the
sustainability strategy and, more recently,
the business’ aoproach to the Invasion
of Ukraine

- Direclors meet and engage with various
community players in visits to stores and
aistribution centres

How M&S engages

- Trus year, our charitable donations reached
over £5 27, ano we fundraiscd morc than
£4min donations from our customers,
colleagues and partners. OQur donations
wore made 1o our 35 Sparks chanty partners,
as well as to UNHCR and UNICEF In suppart
of the cnisis in Ukraine

The M&S Company Archive provided
opportunibies for people Lo enjoy M&S

rich hentage through a combination of
popalar online evenits, an expandea range of
digital learning resources and relautiched
wisitor services at the "Marks in Time”
Exhubitionin Leeos Visit marksintime.
marksandspencer.com for more details.

Covernance considerations

In consideration of our commuanity and to
ensure the business effective chartable
giving, the ESC Committee overhauied and
strengthened our governance process

on charity partnerships and donations

SUPPLIERS
|

Why they matter

Qur trusted supoliers enable us to provide
our customers with the high-qualily, ethically
sourced and produced goods they expect
Key priorities

A wng-term, productive relationship witn M&S,
allowing them to create great products, build

volurne at equitable prices and achieve Lher
own strategic goals

Hew the Beard engages

Ihe Board and Auait Committee reviews
and considers supplier relalionships and
feedback in operationa;, performance and
nsk updates.

- The ESC Committee monitars and critically
evaluales sustainability and ethical trading
inthe supply chan

How M&S engages

- We measure Suppler Satisfaction using the
independent Advantage Report Mirror to
survey a proportion of our supolier pase each
year The annual Groceries Code Adjudicator
survey also provides va.able insight on
sector priorities and supplier perceplions

- We have engaged with our M&S Selecl Farm
farmers ano growers on low impact farming
to heip aodrass Lthe cnallenges of glopal
warrning and curmate change. As a resunt,
we have established a network of 18 Indicator
& Innovation Farms to tnal now concepls,
identify solutions for wider adoption and
charnpion production systems that reduce
carbon and improve wlalife habitats.

Governance considerations

Aualt Committee roview of compliance with
the Groceries Supply Code of Practice, using
the res.its from the annual Grocenes Code
Agjudicator survey to focus rmanagement’s
activities with suppliers for the coming year

- Review of cur payment practices, ensunng
that these are appropriate and our sma:ler
supplicrs are suoperted and also have access
to our Supply Chain Finance solution

PARTNERS

Why they matter

Qur partners provide avenues Lo expand our
reach and access Lo new custorners - In the
UK and internattonaily. We also have partners
assessing and supporting our operations, to
ensure we constantly evolve and imorove.

Key priorities

A corporate partner who responds to concerns,
acknowledges jurisaictional ana technical
expertise, ana provides peer Lo-peer sunport

How the Board engages

The Board nas considerca and approved
contract exlensions with existing partners,
as well as approving the launcn of a now
strategic partnership with Costa Coffee,
supplying chilled and snacking M&S foca In
over 2,000 Costa stores

- Upon Russia's invasion of Ukraine, the Board
auickly discussed the impact on our
colleagues and customers in the region. The
proposed response to our Turkish franchise
partrer operating in both Ukraine and Russia
was awso deoated at length The Board readily
agreed that colleague welfare should be the
priorty and our partner should be engaged
to ensure the safety of coilleagues by any
Means Necessary

How M&S engages

We have worked closew with our global
franchise pariners during the year to support
them through the various challenges tnat
Cowvid-19 has crealed in ther marxets
Frequently changing government regulations
have impacted consurner sentiment ana
shopping habits; we have responded Dy
supporting our partners with changes to
product demand and facilitating rmultiple
new seling channels to make 1t easier for
partners to continue providing M&S products

At the Board's dircction, we continue to
angage wilh our Turkish franchise partner,
FIBA, on the operation of stores in Ukrame
and Russia. For the safely of colleagues, all
operations in Ukraine were suspended on
24 February 2022 Shipments to Russian
stores were suspended on 3 March 2022,
and negotiations have now concluded with
HBA to fully esxat from Russia.

Governance considerations

the Board considered our Turkish franchise
partner's needs at lengthinits decision Lo
witnaraw frorm Russia Ultimately agreeing
thal, whilc our partner's interests and our
ongeing relationship would Likely be
Jecpardised, ceasing trade In Russia was
the nght Lhing to do morally

- Investments in third-party brands, reviewing
corporate and decision-rmaxing structares
being implemented whilst consigerning the
neeas and suppo-t reauired by our new
strategic brand partners,
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SECTION 172(1) STATEMENT

STAKEHOLDER CONSIDERATIONS

34

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

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

THREE-YEAR PLAN AND STRATEGIC FINANCIAL MANAGEMENT

Background: The Board ang £xCo complete a threc-yearly rootl and oranch review of the Group’s strateqic financial plans 1his year's review
was pariicularly focused on ensuring batance sheet strongth for the next phase of our transformation

Shareholders inils discussions, the Boara carefully
cansidered the necd to delwer Langible vaule ta sharehawders,
waghing thew short term deswe for rafurns aganst the need
Lo deliver long-term sustanabie value, The Board discussed
reintroduction of a divicend alongsrae overall capital
management; in particular, investments in the lransformation,
and actions atmed at iImproving mvest ment grade metacs
Trne Boara agreed nan-oayment of a driaend continues to be
appropriate inthe context of strenginenmng the bawance sheet
and securng the business' long-term Tuture for sharenadors

Customers Armidst infialionary pressures and the energy price
crizls, the Boara has been conscinus of customers’ perception
of M&S' affordability and ensuring our pricing strategy aces not
a0ld ko pressure on hausenalas It agreed carly on in three-year
plan discussions thal mercases in customer proing should bo
avoided where possible, in favour of maxrnising mtermat
efficiencres and resouarce allocation

Colieagues Knowing tat our coleagues wil also be
managing pressdre on tnerr housenold budgets. tne Board
agreed to incorporate in Lhe pan inflationary pay rses for ad
calieagues The paymoent of a bonus Lo ¢ 5000 employoes
was also aporoved, and Lo align colicague nterests with
sharenoiders, 50% of Bonus entilement 1s being acferred
inlo shares cxercisable 1n fnrce years' time

FRANCHISE PARTNERSHIPS IN UKRAINE
AND RUSSIA

Background Upon Russia's invasion of Ukraime, Lhe Boara quickly
met and agreed that any traqing v Russia snoula cease wmmediately

Colleagues Tne Bowrd considered colieagues sffected
inthe region First and foremost, agrecing Lnat colweague
safety is a priority and tnerefore Ukrainian stores should
"ot trage whie unsafe to do 50

Customers & Communities Anticipating that our
customers and wider community woudd expect an &S
response, the Boara encouraged deasive managernent
achion to donate ano funorase for crnantame caases N
suooor! of Ukraine, incwaing oy activating tri-coint ano
anune giving 1n tae UK

Partners Our Turkisn francnse oartter, HIBA, operates
MES stores in both Ukrame ana Russia. Tneir interests were
cansidered at wngln by tne Boara, noting that tnese and
our oNgoing relalionshio woua bkely pe jeopardised f we
ceased krade In RUssia

QCutcome

Marks and Spencer Group plc

&

Communities in recognnion of our Plan A commitments

to our community and the environment, the Boara nas
incarporated strateqic investments 1nto the three year pian,
onsuring the pusiness can acnieve 1ts targot of a ane- thurd
reduction in caroon emissions by the end of the three-year
plan's duration in 2025, and is set up It the wnger term to
pecome a net zero business by 2040

Suppliers The Board nas consigered Now Dest 1o support
supniiers It has commirttea to mitigating cost pressures by
absorbing inflationary imoacts where possibie, supporting
smaller supphers with access Fo supoly chan finance and
shorter payment terms, investing in local sourcing in the
Food supply chain and considenng near-shore nanufactunng
in Clotning & Home

Partners The Board considered existing and potential
partrers in three-year plan deliberalions Ulimately agreeing
thal tne use of partners could be peneficial to expana the
MA&S orand's reach and impact the bottam lme (Costa) and
would encourage a cullure of innovation in the pusiness
{irue Capital B Fund invest rent)

Qutcome

TALENT AND SUCCESSION REVIEWS

Background As part of its commitment to internal talent
growin, succession and diversity, the Board has reviewed and
awectod lne ExCa to develag saccession pans far seroe
rdnagement across the business

Shareholders: The Board considers tnal diversity of
thougnt ana appropriate succession planning af allcvels
N the business wi. postlively contrioate 1o shareholoers'
WQnNg-term roturns

Colleagues: Acknowlodaging colleagun anpetde to

Grow ang aevEop thar carcers at ME&S tne Boara nas
suppofied the use of Leanersnip Drograry es, onnarcmg
e personal ano professional aevewoment af col.eagaes
at alicarcer stages

Custemers & Communities: Noting the aversity of

our Caslomers ana communities, the Boarg peugves an
ogualy diverse coleague nase, chamooning proaucts
that they themseves woud Day, wit w.himatey resonate
with customers
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GROUP PROFIT BEFORE TAX (PBT)
& ADJUSTING ITEMS

£109bn""

18/19 104
19/20 {oF3
0%/21 9.0

21/22 109

Croup revenue before adjusting iterns increased 6.9% versus 2013/20,
driven by Food sales up 10.1%, Clothing & Home sales up 3.8% and

International sales down Q.8%.

RETURN ON CAPITAL EMPLOYED (ROCE)

£522.9m™"

18/19
19/20
20721

21/22

The Group delivered profit before tax and adjusting iterns of
£522.9m as a strong all-round performance combined with the
benefits of the transformation delivered an encouraging performance

across the business.

ADJUSTED EARNINGS PER SHARE (EPS)

12.2% "

18119 118
19/20 G0

20/21 38

21/22 122

Return on capital employed improved two percentage paints on 19/20
following a rebound in earnings before interest, tax and adjusting iterns.

DIVIDEND PER SHARE

21.7p""

18119 237
19/20 167

20/ 11

21f22 21.7

Adjusted basic earnings per share was 217p (2019/20: 16 7p; 2020/2)
52-week basis: 1.1p) due to higher adjusted profit year-on-year.

FREE CASH FLOW
{PRE-SHAREHOLDER RETURNS)

N il(20/21: nil)

18/19 133
19/20 39

204217 [N

21722 |Nil

We did not pay a dividend for 2020/21, and the Board has decided not to
pay a dividend this year This s consistent with the announcerment at the
half-year results that payment of a dividend this financial year would be
unikely as we focus on restoring sustainable profitatitity and recavering
batance sheet metrics cansistent with investrent grade.

. 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.

£699.2m "

1819
16/20
20421
21/22

GECB

699.2

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

DESPITE THE NEAR-TERM CHALLENGES,
THE BUSINESS 1S BETTER SET UP
BOTH FINANCIALLY AND OPERATIONALLY
TO INVEST FOR THE FUTURE.

Goin Tonge,, (hiek Financiad Offioer

FINANCIAL SUMMARY

Change vs Change vs

52 weeks ended 2 Apr 22 27 Mar 21 28 Mar 20 2021 % 19/20 %
Croup statutory revente IO ,885.1  B,961.5 10, 181 9 L 3]_5;&» _6(9
Group sales before adjustmg ntems e 10 ,.909.0 8,972.7 10__1ﬂ 9 -ZI.G*M o
Ukkood ... _ 68396 5_‘2943 _..beesz o8 101
UKGlothing&Mome 3332 21986 32081 sle 38
interetional %32 _ 7193 9486 03 08
dr?:t:b)bperatlng proflt/(loss) before adjustmglitgn;s o 209.7 o 77«590] i 238. lioig
UKFood 236 237 30l 4
UKClothina8tome d@éf' 39 npp 477
Intematlo_r_jﬂ__"______ e 36 451 dlay /ﬁ)‘63 632  -335
M8S BankandServices 10 ___ 20 5500 226
Share of result in associetes and joint ventures 138 784 _.823 4346
Inferest payable oniease labibties —___ (I56) (1225 (334 56 _-133
Net financialinterest T T gos) @se) | an 546 300
Proflt before tax & adjustmg rtems . 5229 M6 4031 11570 297
Adustngitems Ty (242 8) (335.9) -460 609
Proflt/(loss) before re tax 3917 (200.2) 672 2 nfa 4829

L3090 (w44 0 274 | nfa V0277

§a_8_lcg§ﬂr\gsf_§l_055_)_pgr ﬂajg _')__,__‘*_yq,___ o : B 55 f;:»h: ﬁ(g_f%ﬁ)pﬁ ) 73—;; {i _ﬂ/a: :1_\07_7_
Adsted basic carnings/(lossyper share " plip_ llp _ 167p 18727 299
Dividend pershare -7 T 39 o _nfa
Net debt " £270bn  £352bn  £395bn 233 316

TOP020/7. was 4 S3-week year 570 Corinatative perods ¢ro aon 3 52-week Dasis 7o 2 vaderstanaing we have nrosentod e unzao ten 37 woeks o 2/ Marcn 2071 hiowever ne dent s
Qven on a53-week basis
Notes:
Trerearc arar i roc -CANS e Trd @At ve ool £ R e : d SATLIOF TER-Lrey T
riaged ot ne en\tof”\cm st A B LEIgAE k < PR i =iig BEadti S IR sreseared e d romnacab L vy of cerforaance Poferin
fhe ac Jst ng ters taonle below For farener ’ic

CniEn tnS pater DT A= Ll R Lo OOV A S

CF TONZ T AT S Wt LA T gt 3 e e g veT agane 00 R AU R A= W

LN LUTTRNT ReOTG, wEe NEYe InTroduned s new AN Sales’ AL reTerenoes o oBe s TN D giouT L anT amens A
exiarmng VAT Waere T rg-020t, Srangced 93005 7 20.d 07 8 SO0 nment Das K
WO AACA G vEn the Crout T FO0a0 0N Aant g anu grow i Thifs-Darty DFAnnL 300 L COMNSTET L w Th W TN 0L NSt e e
Frocat ve Commitiee

ALY TeeB TR Dot LIRS BTDYE 13,08 0 10N Gnment 53 s
y rewenJe TH & New Measdre nas heen
2rrenpited anaassessent oy the Brardana e
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GROUP RESULTS

Croup sales before adjusting items was £10909.0m. Sales
increased 7.1% versus 2019/20, driven by Food sales up 10.1%,
Clothing & Home sales up 3.8% and International sales down 0.8%.
Statutory revenue in the pericd was £10,885.1m, an increase of
6.9% versus 2019/20 The Croup gencrated an adjusted

profit before tax of £522.9m and a statutory profit before tax

of £3917m.

UK business rates relicf of £59.8m (2020/21: £172.2m) helped to
compensate for the centinuing loss of trade from lower footfall
to Clothing & Home stores in the UK, and in the Food hospitality
business which was clesed until mid-May 2021 and continues to
trade well below 2019/20 levels

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

For full details on adjusting items and the Croup's related policy,
see notes 1 and 5 to the financial statements

UK: FOOD

UK Food sales increased by 10.1%, driven by the performance
of core categories, partly offscl by reduced sales from the
recovering franchise and hospitalily businesses. Excluding
franchise and hospitality, sales grew 14.7%.

Change vs 19/20 % o a2 Q3 Q4 FY

and hospitality 170 16.8 16.4 86 147
M&S Food reported sales do not benefit from a direct online
grocery presence, with these sales instead reported through
Ocado Retail.

Change vs
52 weeks ended 2 Apr 22 27 Mar 21 2B Mar 20 19/20 %
Footfall, m (average/week) 101 80 ng 144
Transactions, m
{average/weck) 8.0 56 93 -140
Basket value inc VAT (£) 159 206 126 26.2
Total sales ex VAT £m’ 6,639.6 59948 6,028.2 101

1 Includes M&S com

Footfallin the period, while recovering, remained below 2016/20,
wilh a similar trend for the number of transactions Revenue was
driven by increased basket value as customers used M&S for
more of their everyday shop. However, basket size has declined
compared to 2020/21 driven by the gradual recovery of cur
hospitality and food-on-the-move businesses, which typically
have smaller baskets, as well as a reduclion in "core” basket, size
through the year as Covid tailwinds reduced. Allthough customer
behaviour started to normalise in Q4, metnces rermaincd ahead of
2019/20 levels

2 Apr 72 27 Mar 21 28 Mar 20 Change vs

52 weeks ended Em £m £m 19/20 % %
Sales! R 6,60336 59948 60282 101 E
Cperating profit before 2
adjustingtems 2778 2136 2367 17.4 ’E
Operating margin 4.2% 3.6% 39% 30Dbps Q

=

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

The table below scls out the drivers of the movermaont in Food
operating profit margin before adjusting itermns over 1wo years.

Operating profit margin before adjusting items %
2019/20
Cross margin

Other store costs

o an

Distribution and warehousing
Central costs (0.6}
2021/22 a2

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

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

- The c40bps docrease in other store costs relates to
gavernment business rales relief of £24.6m and lower
depreciation charges as legacy store modernisations come to
the end of their useful ecconomic lives, partly offset by an
increase in maintenance and store standards spend.

— Distribution and warehousing costs increased ¢110 bps,
reflecting investment in the Milton Keynes ambient depot Lo
support volume growth, higher pay, incentives and sub-
confracting related to warehouses and haulage, the cost o
serve of online orders, and inefficiencies frorm EU border-
related processes for serving Northern ireland.

- Central costs increased c 60bps, driven by investments in
technology, data and digital initiatives, including in ferecasting,
ordering and allocation systems, as well as colleague
incentives. This was partly offset by technology savings from
optimising the cost base and a reduction in the depreciation of
technology assels as they reach the end of their useful lives
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OCADO RETAIL LTD

UK: CLOTHING & HOME

The Croup holds a 50% interest in Ocado Retail Ltd ('Ccado
Retail”). The remaining 50% intercst is held by Ocado Group

ple ("Ocado Group™). Full Year Results are consistent with the
quarterly results reported by Ocado Croup on behatf of Ocade
Retail for the quarterly pertods ended 30 May 2021, 29 August
2021, 28 November 2021 and 27 February 2022.

Al commentary in this section is against 2020/21 comparatives,
as the acquisition of the investment in Ocado Retail Ltd by M&S
was made part-way through 2019/20.

Ql a2 a3 Q4
Revenue growth vs
2020/21 (B} oo BALI0E 38 S5
Aclivecustomers() 777 769 832 835
Averagé orders per week (K) 383 338 375 367

Notes Retal revenue comnparses revenaes fram Qcado com ana Ocada Zoom and
extluaes revonues from Feichhin carrent and prior peniods Average ardars por week
refers to resuts of Oraancom

Rovenue declined 4.4% compared to 2020/21 (-3 0% excluding
Felch) as trade annualised against sales growth during ihree
naticnat lockdowns in 2020 and towards the end of HI was
impacted by the fire at the Erith CFC on 16 July. These impacts
were partly of fset by the ongoing capacity roli-out in the pariod.
M&S products continue to account for over 25% of the average
Crado basket

52 weeks 52 weeks
ended 27  ended 28
February February
£m 2022 2021 Change %
Ravenue (22488 13837 | -44
EBITDA beQ(E"QXVCGDUO(\dL tﬂtom< 777777 104 8  1gu 9 -44.8
Excopt:or\at wems (44 505  -1285
Depremataon ar\d smortlsauon 413} (36 2) -14.1
Operating profit 491 2042  -760
Proftt after tax" 278 1568 7853_
M&S 50% share of profit after tax 13.9 784 -823
s vLoortm a5 &N assocate cvr M&S as rerta*n Lsare conferred
i ELE- T ot [T
OH of ()f—]do RP = Id by (_)’arj” Croun pl\ ' conhnue

St e /wghrr
LT OF ENE L0 et e W o
sl e Al Meeenear e daalbate e looadde T g

560 MBS FouGwWIng wh LT m [R+latet )\cam h;\
B TR NPT

JERRVIRTELNN
ana Arcourv‘r, 202

Ocado Retail EBITDA before exceptionat ierns was down 44 3%,

reflecting the normalisaton of basket size and shape of week as
wcll as an increasing higher percentage of immature capacity as
we open now CFCs

Im addition, Ocado Retail has recognised £14.4m of net
exceptional costs before tax, including £6 8m exceptional
costs relating to the fire at Enth CFC and £6.2m relating to the
developrnent and introduction of IT systerns as we transition
away from Ocado Group [T services, tools and support.
Exceptionaliterms in the prior period relate primarily to the
Andover fire insurance receipts,

As aresult of lower EBITDA and net exceptional costs,
Croup share of Ocado Retail profit after tax was £139m
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Clothing & Horne sales increased 3.8% as the continuad growth
of the online business offset the decling in store sales duc to
lower footfall The ontine business remained robust throughout
the period.

Change vs 19/20 % Q1 az =53 G4 FY
Clothing & Horne
sales A2 2032 17338

Clothmg & Home

storessales 2212 143 109 56 0 (112
Clothing & Homc

online sales 59.2 523 508 521 55.6

Clothing & Home

statutory revenue -4.6 14 24 160 31

Comparative figures in Q4 are impacted by the Nirst Covid
national lockdown, which we estimated had a £78m adverse
impact on sates af the time, predorminantly in siores, Adiusting
for this, Clothing & Home sales increased c39% in Q4 and ¢l 4%
for the full year

Online

Change vs
52 weeks ended 2 Apr 22 27 Mar 21 28 Mar 20 19/20 %
Trafﬂc )] 4057 4175 o 308 8 3L 47
Active customers () 90 90 53 525
Conversion (4)° 872 B3 700605
Averagc order va ue mc AT
BrRretrns ) R8T BYS i
Retums rate (%) 75, 8 186 28 D —”’20 bp>
Sales ex VAT £m 11,1227 11,1097 7213 55.6
T Traftc tha - omber o7 swews b to MES com ardihe anp

7 Active customers the numper of umgwe cusiomers who hive maeae a purchase o tne
pror 52 weeks
Conversion Lhe numbor of odersasa % of tnenumoer of steyvisi.

Following growth in 2020/21, online sales remained robust,
with growth on both a one and two-year basis for the full year,
despite etevated comparatives in Q4 2020/21 from the third
national lackdown. Gnline traffic through the app was up over
200% on 2019/20 following the relaunch of Sparks in July 2020,
which has helped to drnive the increase in active customers,
increased app usage has driven better conversion and,
encouragingly. app corversion for the full year remains
consistent with HI at over 9%,

As anbicipated, as customer habits reverted Lo pre-pandemic
tronds, returns rates have normalised towards 2019/20 levels
through the yvear. Average order value (CAOV") was ahead of
2019/20 lovels driven by a full-price trading stance which
ncreased average seling price (ASPT), along with the benofit
of third-party brands



Stores

Change vs
52 wecks ended 2 Apr 22 27 Mar 21 28 Mar 20 19/20 %
Footfall m (averagefweeky 40 18 59 322
Transactions, m
(@average/week) O 2T K180
Average basket value inc
VAT pre returns (£) 349 306 323 80
Sales ex VAT £m 2,209.5 11,0889 24878 -11.2

UK Clothing & Home store sales decrcased 11.2%: Average woekly
footfall was below 2019/20 levels in the period, wilh the business
continuing to be adversely impacted by the shape of the store
estate Excluding March, sales in high streets and cily contres
were dowrs 22% and 2€% respactively, while sales in relail parks
were up 1% on 2019/20 levels.

Total Clothing & Home

The Clothing & Home business in total generated an operaling
profit before adjusting items of £330.7m compared with £223.9m
in 2019/20

2 Apr 22 27 Mar 21 23 Mar 20 Change vs

- The increase in central costs of C.100bps was driven
by investments in technology, data and digital initiatives,
colleague incentives, additional costs to support brands, and
higher pay per-click marketing aclivity to drive online growth
This was partly offsct by a reduction in Lhe depreciation of
technology assets as they reach the end of Ltheir useful Lives.
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Clothing & Home online generated an adjusted cperaling profit
margin of 9%, with the reversion towards 2019/20 relurns

rates reducing margin year-on-year as anticipated, as well as
investments in data and digital initiatives to drive future growth.
The adjusted operating profit in stores represented a margin on
sales of c10%, cr approximately 9% after excluding the benefit of
rates relief

INTERNATIONAL

International sales increased 1.7% at constant currency ("CCT)
despite the continued impact of Covid on Asian markets, in
particular in India during Q1, and the disruplion and complexily
arising from new EU border processes in Food supply chains,
predomimantly in France and the Repulkslic of Ireland. There was
solid growth in the Middle East and online sales conlinued Lo
grow on both a one- and two-year constant currency basis, with

52 weeks ended £m £m £m  19/20% both our own websites and marketplaces driving growth of
Revenue before 125 5% as we retained customers acquired during the lockdowns
adjusting iterns 33083 21986 32091 31 in2020/21.

Change vs FY
Sales 3,332.2 21986 3,2091 38 19/20 % o cc Q2 cc Q3 cC @4 cC FY CC Reported
Operating profit/(loss) Total sales -6.1 -0.3 5.1 79 1.7 -08
before adjusting items 3307 (1294) 2239 47.7
Operating margin 9.9% -59% 70% 290 bps Change vs

52 weeks ended 2 Apr 22 27 Mar 21 28 Mar 20 Change vs 19/20 CC
The table below scts out the drivers of the moverment in Cleothing  Sales’ £m £m £€m  19/20% %
& Home operating profit before adjusting tems over two years, Clething & Home 654.2 483.2 6207 5.4 Q)
Operating profit margin before adjusting items % Focd 2830 296.] 3239 126 AL
2019/20 7.0 Total 937.2 779.3 944.6 ~-0.8 1.7

TR Memno Online sales 1725 1657 T2 1234 1255

e L
Store staffing

Other store costs
Distribution and warehousing

e

Central costs
2021722

- Gross margin increased c.150bps. The continuing benefit of
increased full-price trading and lower stock inlo sale more than
offset cost headwinds of adverse currency movernents and
additional freight and warehousing costs.

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

— The decrease in other store costs of c.15Cbps largely relates to
government business rates relief of £35.2m, with lower
depreciation charges relating to legacy store modernisations
offsct by increased maintenance costs in the store estate and
reduced rates rebales.

— Distribution and warehousing increcased c170bps, largely
relating to the higher costs to serve online demand, including
an increased proportion of home deliveries, as well as
increased pay rates, haulage incentives and fuel inflation
Note the higher courier costs of home deliveries were offset
by delivery income, which is reported within sales, These overall
higher costs were partly offset by savings from lower volurnes
and cost-reduction programmces.

I 'Sales’is equal to revenue within the International business

Clothing & Home sales recovered to above 2019/20 levels,

driven by robust growth in online sales and exceptionally strong
shipments Lo the Middle East. India was heavily impacted in Q1 by
Covid [c-61% vs 2019/20) and again in Q4 {c-3% excluding March
vs 2019/20), but overall retail sales in the market grew 6%. Trading
inthe rest of Asia remained challenging. We saw a similar shape
of trade in European owned markets, with Clothing & Home
perforrmance in the Republic of Ireland performing robustly.

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

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

Operating profit margin before adjusting items %

Gross margin -~ -

@greﬂs}afﬂngw

Distribut

Central costs

2021/22

- Gross margin declined c.10bps primarily as a result of
additional tanffs and waste due to inefficiences from EU
border-related processes for serving Lthe Republic of Ireland.
Thus was partly offset by growth of the online business,

- Store staffing costs decreased ¢100bps pamarily as a resull
of efficicncy savings from retail restructuring in the Republic
of reland.

- The c1Q0bps movement in other store costs largely relates
Lo government relief in ownad markets and rent concessions
in India, which resulted in eng-off savings in the period.

- Distribution and warehousing increased ¢ 300bps, reflecting
higher cperational and administraiive cosls associated with EU
border-related processes, as well as higher costs to serve
online demand,

- Central costs increoased ¢ 270bps, driven by twgher markaeting
spend associated with the growth of the anline channet and
collcague incentives,

M&S BANK AND SERVICES

NET FINANCE COST

2 Apr 22 27 Mar 21 28 Mar 20 Change vs
52 weeks ended £m £m £m 1920 £Em

G50 ®99) (205 __@9)

Interest payable

Net interest payable
Pension nel finance incorne
Unwind of discount on

Scottish Limited

166.0)
236 (104)

(755)  (852)
REER 20

Partnershipliabilty @4 @9 69 25
Unwind of discount on
provisions By @27 @y 11

Net financial interest

(54.2) __(16.3)

_.{705) _(458)

Net finance costs before

adjusting items
Adusting items included in
ne@ﬂfinance costs

_(186.1) (1687 (1876) 1.5

BN ) B 56

(1805 (174.9) (187.6) 7.

Nef finance casts befare adjusting items decreased £15m Lo
£1861m Lower pension income due to the reduced 1AS 19
pension surplus compared with 2019/20 and the reversal of
incflfectivencss on a currency swap within interest income in
2019/20 offset a reduction in the net interest payable on
leasc Labilities

I\Et finance costs

GROUP PROFIT BEFORE TAX AND ADJUSTING ITEMS

ME&S Bank and Services profil befare adjusting iems was down
£38m te £13.0m. Adiusting itermns charges of £16.0m have been
incurred relating primarily to the insurance mis-selling provision,
resulting in a statutory loss of £(3.0)mn.

Lower dernand for unsecured credit and travel maoney is the
primary driver for the tower profits. This was largety of fset by
the releasce of bad debt provisions, as economic conditions
proved more favourable than anticipated
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Croup profit before tax and adjusting items was £522.9m,

up 29 7% on 2019/20. The profit increase was drven by adusted
operating profil growth n Clothing & Home and Food and the
additional profit from the Ocado joint venture, offset by a
reduction in international and M&S Bank operating profils

GROUP PROFIT BEFORE TAX

Croup profit before tax was £39) 7m, up £324.5m on
2019/20. This includes net charges for adjusting items of
£131 2m (2019/20 £3359m)



ADJUSTING ITEMS

Incurred in
. \ R Incurred up to 52 weeks ended
The Group makes certain adjustments to statutory profit 3 Apr 21 2 Apr 22
measures in order to derive alternative performance measures £m e BT
(APMs) Lthat provide stakeholders with additional helpful PaL Cash PaL Cash
information and to aid comparability of the performance of PPE and ROU
Lhe business. For further detal on these charges/gains and the asset impairments (452.2) n/a (810)  nja
Croup's pthy for adjusling items, please see noles 1 and 5 to Accelerated depreciation (175.3) n/a (50.7) nfa
the financal statements. o o
Closed store ront, rates
52 weeks 53 weeks 52 weeks and onerous leases nel
ended ended ended  Change of sublet incorme (23.1) (26.1} {16.4) (10.9)
2 Apr22 3 Apr21 28 Mar 20  vs 19/20 R el T
Em £m £m £m Redundancy {70} 2 4) 07
Strategic programmes — Profit/(loss} or cash
UK store estate (161.4)  (953) (293) (1321} proceeds/{outflows)

Strategic programmes -

UK logistics 219 22 (902 321
Strategic programmes -
Organisation 143 (1337 (13gy 281

Strategic prograrnmes -
International store closuroes,
impairments and other 0.4 (3.6} (710 175

Store impairments,

impairment reversals and

cther property charges 600
Amortisation and fair

value adjustments arising

from the investment in

OcadoRetail Limited (325 {42) (168 (157)
Directly attributable to Covid ~~ 17.8 908 (1636) 181.4
M&S Bank charges incurred

in relation Lo INsurance

mis-selling provisions {160} (2.4) (12.6) (3.4)
Franchise restructure (21.3) - - 41.3)

intangible asset impairments -
Sparks loyalty

(799) (13.4) 134

programme fransition R SLA%) B
Establishing the investment
in Qcado Retail Lirmnited - 07 (1.2} 1.2

Remeasurement of
contingent consideration
including discount unwind 56 (6.8) (2.9} 8.5

Other - (0} 235 (235
(131.2) (2597) (3359) 2047

Adjusting items net charges incurred in the pened were £131 2m

Adjusting items

UK store estate

A charge of £1&61 4m has been recognised in relation to store
closures identified as part of UK store estate rotation plans.

The charge reflects a revised view of latest store exits and
underlying assumptions around estimated store closure costs,
as well as charges relating to the impairment of buildings and
fixtures and fitlings, and depreciation as a result of shortening
the useful cconomic Ufe of stores. Further charges relating to
the closure and rotation of the UK store estate are anticipated
as the programme progresscs, with total future chargoes of

up to c.£200m aver the next rine financial years, bringing
anticipated total programme costs since 2016 to cf1bn The
anticipated total programime costs do not include any costs
that may arise in relation to a further ¢.30 stores currently under
consideration for closure within the next nine years At this slage
these ¢ 30 stores remain commercially supportable and in the
cvent of a decisicn to close the store the exit routes are not

yet certain,

on disposal/surrender
Closure costs, strips,

dilapidations 103 (397) 4.0) [Q1ES)
Other (3 6) (9.0) (3.2) (4.4)
Total {657.6) (70.4) (1614} (30.2)

I Cashoutfiows ncluda ren:, rezorted wit ncash lease payme=rs inthe casn ~.ow,
and proceeds an diposal/surrender, whreh s ret off aga cst caoex inthe Zash ftow
herefzre, these cazh o rflows do not be to wK store ostate cashad usling items

@38 114 (37 (32

Other adjusting items

A net credit of £21.9m has been recognised in the peried relating
to UK logistics, reflecting in large part a gain on the disposal of
distribution centres

A credit of £14.3m has been recognised in relation to
organisational change. This credit largely relates to an £11.9m
reversal of an impairment associated with the centralising of the
Croup's Loendon support office functions, with the remainder
reflecting the finalisation of previous redundancy costs
associated wilh this prograrnme. No provision remains at the
year end and there are no further charges anticipated.

in response Lo the strong Group performance and Ufting of
government restrictions, a credit of £63.4m has been incurred for
the reversal of store impairments recognised in adjusting ilems in
previous periods, parlly offset by a £3.4m charge primarily
relating to the imparment of assets in certain stores.

A charge of £41.3m has been recognised relating to the
restructuring of certain Internatienal franchise operaticns In
September 2021, the Group restruclured our French operations
after an assessment of the profitability of the business under
increased EU border costs and ariffs, at a cost of £10.3m In
March 2022, the Croup made the decision to fully exit its Russian
franchise. As a result, the Croup has recognised a charge of
£31.0m representing the Group's full exit costs from Russia

and business disruption in Ukraine.

A charge of £32.5m has been recognised with respect to the
amortisation of intangible assets acquired on the purchase of our
share in Ocado Retall and related deferred tax charges of £149m
predominantly relating to the substantive enactment of the
Finance Acl 2021 during the penod, which will increase the UK's
main corporation Lax rale from 19% to 25% from | April 2023

A gain of £17.8m has been recognised as being directly
attrnibutable to the Covid pandemic, This relates moestly to the
releaso of the remaining inventory provision made in adjusting
iterns in 2019/20, driven by the sell-through of Clothing & Home
stock being greater than anticipated.

Charges of £16.0m have been incurred relating to M&S Bank,
primarily due to the insurance mis-selling provision The total
charges recognised in adjusting items since September 2012
for PPlis £376.3m, which exceeds the total offset against profit
share of £2590m to date; this deficit will be deducted from
the Croup’s share of future profits from M&S Bank.
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STRATEGIC REPORT

FINANCIAL REVIEW
CONTINUED

TAXATION

The effective tax rate on profit before adjusting tems was 18.2%
(2019¢20 2Q.7%; 2020/21: 50.3% on a 53-week basisy As part of
cash-optimisation measures, no payments were made to the
Marks and Spencer Scottish Limited Partrership (*SLPY) during
the year As such, there has been no recapture of provious tax
relief, resulting in a lower effective tax rate than prior years

As well as there being no recapture of pravious tax relief
under the SLP structure i the period, future changes to the
UK statutory corporation tax rate result in deferred tax assets
being recognised al the higher substantively enacted rate of
25%. Rostating these deferred tax assets from arate of 19% to
25% results in a tax credit in the perod, reducing the effective
tax rate.

The effective tax rate on statutory profit before tax was 21.1%
(2019/20. 59.3%; 2020/21: 3.9% credit on a statutory loss ona
53-week basis), which was highor than the effective tax rate on
profit before adjusting iterns due Lo the impact of disallowable
adjusting iterns.

Nexl year, we anticipate an effective tax rate an profit bhefare
adjusting iterns higher than the UK corporation tax rate of
19%, principally due to the recapture of previous tax relief as
payments to the SLP resume.

EARNINGS/LOSS PER SHARE

Basic earnings per share was 15 7p (2019/20; 1 3p; 2020/21;
loss of 101p on a 53-week basis), due to the Increase in
profit year-on-year. The weighted average number of shares
i issue during the penod was 1,958.1m (2019/20 1,8949m
2020/21 1953.5m;).

Adjustod basic earmings per share was 21.7p (2019/20: 16.7p,
2020/21: 14p an a B3-week basis) due 1o tugher adjusted profit
yoar-on-year.
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CASH FLOW
52 weeks 53 weeks 52 weeks
ended ended ended Change
2 Apr22 3 Apr21 28 Mar 20  vs 19/20
£m £m £m £m

Adjusted operating profit  709.0 2222 5907 1183

Depreciation and

amortisation before

adjustingitems L5107 8031 6325  (1218)
Cash lease payments _(3443) (3166) (3357) (8.6}
Work pital 2397 2881 (678 5

Defined benefit scheme -

pension funding LLBes @iy G910
Capexanddisposals  (2135) (2038 (3259] 1124
f@nanciaﬁﬂ\_[\dtglest (798) (760} _(WTS,B) _(95)

A&Buwsiﬂons, investments
and destments
Employec-rolated

sh i

Proceeds from rights issue

Share of (profit)/loss
from associale 39 a4 26) (113

Cash recoved frcirﬁw o
setttement of denvatives

Freecashflow
Dividendspaid T
Free cash flow after

shareholder returns

6992 2964 2057 4935

- (e 9

699.2

2964 146 6845

br;;ning net debt
excluding lease liabiliti
Free cash flow after
shareho
Exchange and other
non-cash movements
excluding lcases
Closing net debt
excluding lease liabilities  (420.1) (1,710.0) (1,388.6) 968.5

B3 078 1%

nog)

Opening net d

Free cash flow after

sharsholder roturns.
Decreascin

tegse obligations
New legse cornrmitment s
and rerneasurernents

_..B982 2964 146 GR4E

L2180 1843 20h4 146

(1008)

: ey @oay  ic
Exchange and other
non-casn rovernents

élosmg net debt

3....190 (565
15.9) (3,950.6) 1,251.8




The business generated free cash flow of £699.2m, largely driven
by the recovery in EBITDA, werking capital inflow and reduced
cash lax and capilal expenditure.

Cash lease payments increased £8.6m partly as a result of rental
payments which were deferred from last year into this year as
part of cash canservalion measures enacled al the start of the
pandemic. Cash lease payments relaling to stores identified as
part of the UK store estate strategic programme which are
probable for closure totalled £54.8m.

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

Defined benefit scheme pension funding of £36.8m reflects
the Sl Pinferest distrioution to (he pension scheme.

For capex and disposals, refer 1o the section below,

The reduction in tax payments of £839m is due to no UK
corporation tax being paid in the period. This is driven by the
utilisation of carried-forward tax losses from 2020/21.

Acquisilions, investments and divestments were driven
principally by the payment of £33 8m ¢f contingent consideration
relating to the investrment in Ocadeo Retail Ltd in the period. The
final contingent payment for Ocado Retail Lid of ¢ £156m plus
interest will be paid in financial year 2024/25 1f a speafied target
level of earnings in the financial year ending November 2023 15
achieved. Based on the latest five-year plan of Ocado Retail Ltd,
the performance target is expected to be met.

Other acquisitions and investments in the period include the
strategic investment in the fast-growing brand platform “The
Sports Edit”, a minerity stake and funding for "Nobody's Child”
and a cornerstone investment in True Capital Limited's seed-
stage Tund These Investments were offset by income from Lhe
disposal of a property investment company.

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

Adjusting items cash oul flow was £61.8m. This included £16.5m
relating to the UK store eslate stralegy, £16.0m relating to

the M&S Bank insurance mis-sclling provisions, £15.9m of
crganisational restructuring costs largely relating to the Republic
of Ireland, £9 4m largely relating Lo the restructuring of cur
French cperations, and £3.7m for the restructuring of the

UK Clothing & Home logistics nelwork.

WORKING CAPITAL

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

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

As previously reported, receivables rernain at a lower level than
pre-Covid, partly due to the adverse impact of the pandemic on
our Food franchise business

Stock increased slightly over the pericd, driven primarily by
inventory build in the Food business as we approached the end
of March, as well as the liming of Clothing & Home intake over
year-cnd.

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

CAPITAL EXPENDITURE

52 weeks 53 weeks 52 weeks

ended ended ended  Change

2 Apr22 3 Apr21 28 Mar 20 vs 1920

£m £m £m Em

UK stere remodelling 50 270 603 {19.9)
New UK stores 499 149 333 16,6
international o 18.2 67 15.7 25
Supply chain k 288 252 3972 (10.6)
TandMé&Scorn ... 582 476 &1 (129
Property asset replacement 85.2 19.2 1024 (17.2)
Acquisition of Jacgerbrand - - 63 - -

Capital expenditure
before property
acquisitions and disposals

Property acquisitions
and disposals

Capital expenditure
M_p_y_gm gp_t___i_[j____capital accruals

Capex and disposals as
per cashflow

3002 1469 3320 (31.8)

@39 ©3) @) @2
2563 M66 3293 (730
(28) 572 G4 (394

213.5 203.8 3259 (112.4)

Croup capital expenditure before disposals decreased £31.8m to
£300 2m compared Lo 2019/20; however, it was up on 2020/21 as
we increased investment In the transformation

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

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

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

IT and M&S com spend includes costs related Lo technology
replacement and upgrades in stores, the development of the
Food ordering and allocation system and buying poriats, website
development and ongoing investment in digital capability in the
support centre and stores.

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

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

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

NET DEBT

Group net debt decreased by £1.25bn compared to 2019/20,
driven by free cash flow generation, and by £0.8bn since the start
of the year.

There was a further reduction in the value of discounted lease
obligations outstanding since the start of the year. New lease
commitments and remeasurcements In the period were £1006m,
largely relating to 20 new UK leases, lease additions in India and
UK properly and logistics liability remeasurements. This was
more than offsel by £216.0m of capilal lcase repayments.
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STRATEGIC REPORT

FINANCIAL REVIEW
CONTINUED

The composition of Croup rnel debt is as follows:

52 weeks 53 weeks 52 weeks

ended ended ended
2 Apr22 3 Apr21 28 Mar 20 vs 1920
T _ £m £m £m
Cash and cash oqulvaLents T979 2542 9437

Medium Term Notes  (15295) (16821) (15362) 67

Current (manmat assets

andother .. .8%4 832 91 33
Partnership liabilly to the
UK DB pension fund U879 (1855) @027) 148

Net debt excluding

lease liabilities ~ (4201) (1,100} (1,388.6) 968.5
Leasc labiliies (22787 (24059) (2,5620) 2833
- Fulidine s Hores (9}93) ~{9826) (1054 8) 1353
—Srrply Food stores  (7128) _(7270)_ (JA77) 349
— Offices, warchouses

_andother  (4485) (4945 (5237 JAZ
“lmernational  (969) (2018) (2358) 389

Group netdebt  (2,698.8) (3,515.9) (3,950.6) 1,251.8
Full-ling store Uabilities include £225.3m relating to stores
identified as part of the UK store estate strategic programme
We are secking to fund Lhe closure costs of rotation of 1the

store estatle with the realisation of funds from our asset
managemant programme

Of the rernaining full-line steres tease bability, the average
liabiuty-weighted lease lengih is .25 years, although the average
lease term to broak is shortor at ¢.19 years. However, those
average lease lengths arc skewed by five particularly long leases
we hold, with the longest of these having 135 years remaining
These five leases, with a combined lease Lability of ¢.£100m,

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

Simply Food store liabilities include £30.9m relating to stores
identified as part of the UK store estate strategic programme
Of the remaining lease bability, the average lease tength Lo break
e C1Q years.

Within offices, warehouses and othor, £144.9m relates to the
suplet lease on our Merchant Sguare offices Average lease
length of all other offices and warehouses to breakis ¢ 7 years

International leases relate pnimartly to India {c £85m) and Ireland
{c.£66m). Average lease length to break in India s close to nit, as
most of these leases arc past the break point, and so we have
the flexibility to exit these at any time on several months' notice
Average lease length to break inIreland is c 10 years,

LIQUIDITY

At 2 Aprd 2022, the Group held cash balances of £11979m
(2019/20 £254.2m) In addition, during the year the Croup agreed
a new £850m rovolving credit facility expiring in June 2025 on
terms Unked to delivery of its net zero roadmap. With the facility
undrawn, the Croup now has Liquidity headroom of £2.16n. This
liquidity position is as a result of free cash flow performance
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As pari. of our approach Lo lability rmanagement we have
announced a tender of fer for ¢.£150m of our near-term
debt matunties,

DIVIDEND

We did not pay a dividend for 2020/27, and the Board has decided
not Lo pay a dividend this year

This is consislent with the announcement at the half~ycar results
that payment of a dividend this financial year would be unlikely
as we focus on restonng sustainable profitability and recovering
palance sheot metrics consistent with investment grade

PENSICN

AL 2 Aprit 2022, the 1AS 19 net retirernent benefit surplus was
£1,038 2m (2020/21: £631.4rm). The increase was largely driven
by an increase in discount rates towards Lthe end of the pericd.

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

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

1o work constructively with the Trusiees of the UK DB Pension
Scheme with regard 10 agrecing the Lrienmizl acluarial valuation
of the scheme as at 3) March 2021, Consequently, the resuits of
the valuation are not yet Tinalised, although it is tikely that there
will continue to be a surplus

With the pensioner buy-in policies purchased in Septermber 2020,
Aprit 2019 and March 2018, the scheme has now, in total, insured
around B0% of the pensioner cash flow Uabitives for ponsions in
payment. The buy-in policies cover specific pensioner liabilities
and pass all risks to an nsurer in exchange for & fixed premium
payment, thus reducing the Group's cxposure 1o changes in
longewity, inlerest rates, inflation and other factors,

STATEMENT OF FINANCIAL POSITION

Net assets were £2,917.9m at the period ond, an increase
of 277% since the start of Lthe year largely duc to froe
cash goneration.

Eoin Tonge, Chief Financial Officer
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RISK MANAGEMENT

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

APPROACH TO RISK MANAGEMENT

Our appreach to risk management
remains simple and practical The Audit
Committee, under delegated authority
frarm the Board, is accountable for
overseeing the effectiveness of our

risk management process, including
identidication of the principal and
emerging risks facing M&S. To support the
Audit Committec in execuling on this
responsibility, underlying processces are
in place which are fully aligned to the
M&S operating model, with cach business
and key function being responsible for
the ongeing tracking and management
of risks. These processes comprise the
identification, assessment and effective
mitigation of core risks, as well as
monitoring for changes triggered by the
dynamic and, sometimes, unpredictable
crnvironment in which we operate.

Cur risk management process is
underpinned by the Group Risk
Management Policy which is subject
to perodic review to ensure it
rernains appropriate for our business
needs and delivers against our
governance responsibilitics.

The key activities forming a part of
this process include

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

- identification, measurement and
reporting of risks against a consistently
applied critena considerning both the
likelihood of occurrence and polential
impact to the Croup, with clear
ownership sitting with relevant
rnembers of the leadership team;

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

- proactive monitaring of emerging
risks where the full extent and
implications may not be fully
understood but need to be tracked;

— swift action to evaluate changes
to the risk profile triggered by new
or unexpected events - such as the
rapid assessment of the business-wide
consequences of Russia's invasion
of Ukraine;

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

- a formal half-yearly review of all risk
registers by the Croup Risk Lleam {0
provide independent challenge and
support cross-business aignment;
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- direct reporting to the Audit
Committee by cach of our business and
functional leadership teams on a rolling,
scheduled basis, flexed to respond to
changes or potential issues; and

- the compilation of an averarching
view of Croup risks, combining
both top-down and bottom-up
perspectives, which considers the
impact of changes in Lhe external
environment, our strategy,
transformaticn programme, core
operations and our engagement
with external parties

The output from the above process is
subject to periodic review and challenge
with the executive directors and,
subsequently, the principat risks and
uncertainties are submitted to the Audit
Committee ahead of final review and
approval by the Board.

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

The direclors’ assessment of the long-
term viability of M&S 15 also reviewed
annually, mindful of the principal risks
faced The approach for asscssing
long-term viability is set out on page 55
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RISK MANAGEMENT
CONTINUED

Rick management, process and governance overview

The following diagrarns provide an overview of the risk management process and activities undertaken within our business
that allow the Board to fulfil its obligations under the Corporate Covernance Code 2018,

>~

Ongoing
communication
& feedback

. Setting risk appetite

. Risk identification & awnership
- Risk assessment

Risk response

Menitoring, reporting
& escalation

Internal reporting Parties invowed External reporting
F— — t —
Consolidated Group-level risks Top-down
- Consobaation of significant nsks from underlying M&S Board

sk registers

Audit Committee
- Executive Committee

Over.ay of Group level risks

- Rewview ana agreement of ine princinal risks by the

exoculive diractors - Croup Risk team

Principal risks

and uncertainties
Fud aisclos.are of
Principal risks for
external reporting

- Review and angraval by the Audit Committec

Business and functional risk registers

- Development ana ongoing maintenance of risk registers,
including consigeration of emerging risks, by the pusimess
and funchionat leadership teams

- Review and aporoval
. by tne Board and
Roview ana cnatlenge of sk contort and quadty of Bottom-up Avait Committee

mutigation olans oy the Group Risk team Croup Risk teamn

Roview ana cnallenge of risks at leadersrio forums - Business and
. functional
Current issues and areas of change leadership teams
Maonitonng emerging areas of change or 1ss4es that Policy and
may cecomne significant al a Croup leve. process owners

Maintaining an effective gk famements
In campuying with the process and policy described above, sorme examples of how nsk management has

developed to remain relevant during the year include

- afull refresh of our risk appetite statements, led by the Executive Tearm with ful Board participation,
to ensdre alignment with business strategy and the ongoing transformation activities as well as the
core reaurements of business operations;

- refinement of the sute of underyng business and functional risk reqisters to mirror changes in our
operating model, including the reset of Puan A and the need to manage climate-related risks and
opportunities;

- using our established crisis management response [0 immediately assess the nsk consequences of
Russia's invason of Ukraine, and

- re-evaluating the toots that support the continued matunty and effectiveness of Lhe establisned process

LIS Marks and Spencer Group pic



OVERVIEW OF PRINCIPAL RISKS
AND UNCERTAINTIES

Qur principal risks and uncertaintics have been assessed in accordance with the methedology cutlined on the previous pages.
At an overarching level, three ongoing issues are having a pervasive impact on the risks being faced - the continually evolving nature
of Covid-19, the further consequences of 1he Russian invasion of Ukraine, and the cost of living crisis emerging in the communities in

which we operate.

In previous disclosures we have explained how Covid-19 has had wide ranging conseguences on our suite of principal risks and
uncertaintios and was nol, therefore, prosented as a single principal risk. This has not changed The same aperoach has alse been
used in relalion Lo the Russian invasion of Ukraine and the cost of living crisis, with the consequences of bolh being captured in the

relevant principal nsks rather than show i as sland alono items.

THE CONTINUED CONSEQUENCES
OF COVID-19

THE RUSSIAN INVASION
OF UKRAINE

v
=
el
b
=
m
o
[a]
E]
m
s
o]
k]
=

The business continues to manage the
ongoing consegquences of Covid-19 and
while these have, and may continue to
evolve, they have become intrinsically
Unked with other prevalent external
factors contributing to current
uncertainty in the environment in
which we operate. These include

— labour shortages across transport,
distribution, manufacturing and
service industines;

- threats to supplier resiience
and viability;

- continued and changing lockdown
measures ina number of countries;

- economic volatility;
- evolving customer behaviours;

- disruption to the supply of
natural, refined and manufactured
resources; and

- the threatl of new variants.

Each of these polential risks are
incorporated, as nceded, in the suite
of principal risks.

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

do so. In Une with our established ways
of working, the crisis management and
business conlinuity protocols were
invoked at the time of the invasion and
provided the struciure and governance
for our response and risk ritigation
plans including:

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

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

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

— protecting our brand and reputation,

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

— confirming our trade posibjon N
Russiz; and

— tracking the potential impact of
sanctions being introduced.

As explained elsewhere in this report,

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

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

impact on our growth strategy for
franchise ocperations,

ongoing relationship with FIBA;

effect on key materialts and products
including sunflower oll, graing, natural
gas, fuel, fertiliser and nickel that could
impact the manufacture of preducts,
cost and availability;

additional pressure on supply
chains creating a shortage of labour
and the potential risk of hurnan
rnghts exploitation;

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

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

potential implicalions on cyber
security, and

further global socio-poltical tensions
and fragitity

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

OVERVIEW OF PRINCIPAL RISKS
AND UNCERTAINTIES CONTINUED

THE COST OF LIVING CRISIS - As the external environrment grows
maore turbulent our trading
performance risk is becoming
increasingly influcnced by the
associated headwinds. As such this risk

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

Rising cnergy prces, supply cham has evolved from being primarily
difficulties, product shortages and labour internally focused to the challenges
constraints are all contributing to of maintaining perforrmance
significant price inflation, and associated improvement in a changing world

rises in imlerest rates. This is now placing
real pressure an househeld budgets both
in the UK and in other markets, and
impacting all aspects of peoples daily
lives - adding significanit challenges to
the choices they make, including where
and how they shop

|

While our responsibility and
commitment on safety has always
coverad all M&S products, our principal
risk disclosure provided a specific focus
on food safety. As we continue to
expand our range of products and
incorporate new acquisitions and

Tae impact on our business will be investments, often in non-food areas,
depcndent on a number of key we have amendoed Lhe risk to refloct
factors including: all product safety responsibilities

The principal risk associated with

the UK's exit from the European
Union ("B has been refined (o focus
on how we continue to adapt to the
complexity of moving goods across
— the duration of the cconomic downturn. the EU borders.

- the speed and scale of government action,

— our ability to respond to the inflationary
prossures on bolh inputs and customer
pricing, and

- We have refined the social, ethical
and cnvircnmental risk to focus
explicitly on climate ¢change and

KEY CHANGES TO QUR
RiSK PROFILE

The above issues, and changes in our environmental responsibility.
business in the past year, have resulted This reflects the importance of

in the following key changes to our climate-related issues and better
risk profile aligns wath the react of Plan A Other

business responsibilities continue
to be reflected within the corporate
compliance and responsibility risk.

1

Cur nisk relating to technology and
digital capability had previously been
disclosed separately This has now been
disaggregated and incorporated in
other princpal nsks including business
transformation, talent and capability
and information security

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

MONITORING OQUR EMERGING RISKS

Our risks will continue to evolve as a
result of future cvents and, therofore, an
awareness of emerging risks 1s important
n driving offective strategic planning This
will allow us to monitor and understand
the potential implications and buld these
into our decision-making processes at

the right. tirne. Key ernerging risks include:

- the potential unknown and/or
unanticipated consequences from the
Russian irmvasion of Ukraine, including
those covered on page 47, and

- theimpact of future regulatory
changes, including in UK corporate
governance requirements, adding
additional responsibilities to our existing
legal and regulatory compliance risk.

LINKING PRINCIPAL RISKS WITH QUR STRATEGIC PRIORITIES

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

OCADO CLOTHING & INTERNATIONAL
MaS FOOD transitioning to HOME on track  Building STORE  absorbing Brexit ’
high-performing  strong capacity for a more ROTATION related costs,
husiness growth post prefitable pipeline driving but embryonic
and market pandermic maodel capable exit from gtobal strategy
share growth reversion of growth legacy stores encouraging
Trading performance in a challenging environrment v v v v v
Business transformation v v v
Ocado Retail v v

Talent and capability

[Qfgj{nation security

Corporate comptiznce and responsitility ]
Climate change and enviranrmental responsibitity

Liguidity and funding

a3 Marks and Spencer Group plc



PRINCIPAL RISKS AND UNCERTAINTIES

RiSK DESCRIPTION

'I A uncetain brading envidonment

Our ability to deliver continued improvernents in trading performance could be significantly affected by the

‘ individual or aggregate mpact of an increasingly complex set of external factors. The ongoing consequences of
the pandemic, geo-political and cconomic uncertainties (bath national and international) and the resultant cost of
living crisis, are combining to generate difficult and unpredictable headwinds

Context
M&S operates inan increasingly competitive sector against
a backarop of continued cost and pricing pressures,
changing consurner behaviours and a broan range of
mMacroeconomic uncertanties

Over recent montns the consequences of Cowid-19 nave
continued 1o evolve and combine with other exlernal macro
factors to contrioute to widespread, ongoing uncertanty
across the communtties in which we operate. Continued
lockdown measures; labour shortages across lransporl,
distribution, manufacturing and service industries, threats
to supplier resnience and viability, ongoing changes to
customaer behaviours, price inflation, Including energy,

the polential (or further interest rate rises; ncreases in
taxation, socio-political tensions; and disruption tc the
supoly of natura., refined and manudfacturcd resources,
nave combined to create a challenging environmenl (or our,
and ail businesses, to operate within

- The cost of living crisis will Turther inlluence customer
behaviour and buying choices which could impact cur
performance and slralegic decisions as we respond to
these changes,

I he potential conseguences of the Russian invasian of
Ukraine further highlight the fragiuty inked to high-impact
‘'shock” events These include the leng-lermmpact on cur
franchise operations 19 the region, and on key materials
and products including sunflower oll, grains, natural gas,
fuel, fertiliser, nickel and microchips that could impact
manufacture, cost and availability of proaucts

- While the busincss has demonstrated continued resilience
N the face of this range of pressures, and remained relevant
to customers thraughout the period, continued turbulence
in the externa. environment could negatively impact
tne business's ability Lo conlinue delivenng an impreved
trading performance

In addition, the possibiity of future new variants ot Covid-19
combined wilh restrnictive government interventions,

either in the UK or other countries, coutd negatively impact
fulure performance

Cperational oversight by Executive Committee

RISK MOVEMENT

Mitigations
- Strong, varied and comp.ementary senior leadershup
team capabilities

1> anned senior leadership continuty

An established cperating model cansisting of a family
of accountab.e businesses who share M&S brand values,
support functions, technalogy and cuslomer dala

A clear three year plan constructed Lo remain relevant to
tne current challenges

Improved budgeting processes, including detaied
sonsitivity analysis to anticipate Lhe potential impact of
oxternal uncertainty
Formal operating reviews for all business and functional
teams Lo enakbie effective cxecutive oversight and
governance of each business

- Effective business continuity and ¢risis management
processes to suoport business-wide response to issues
as they anise.

- Prioritised focus and discipling across the business on cost,
range, trusted value and avallability.

- Effective and proactive working with critical Lhird parties —

for example, a structured supplier engagerment prograrnme

to balh anticipate and supporl management of escalating
Issues such as cost inflation

- Continued commtrent Lo imibialives that maintain and
support Improved and sustained customer engagemeant
inc.uding tne Sparks loyalty programme, broader digital
engagerment, personalisation of offers and shop your way

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

Annual Report & MNnanciat Statements 2022
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STRATEGIC REPQRT

PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK DESCRIPTION

2 Business transformation

to successiulimplementation.

Context

While significant change 15 ongoIng across the business,

tne tnree cntical projects uaderoinrng our transtormation
anenda camprise.

- mogernising of our supply chain and logistics activities to

improve speed, operalional effectiveness and avatlability
and reduce costs;

- improving our 1T infrastructure and unacrlying systems
while als0 adopling new technologies and aigitat products
to support operational efficiency, improved data-driven
deciston-making, creation of a customer centric ‘ecosysterny,
increased personalisation and Lhe shift to omni-channel; and

- reshaping and modacrnising our UK store estate (o be fit
for the fulure, with the nght sized stores in Lho right spaces,
sapportmg amni-channoy graowth and meeting the
cxpectations of ocur customers

The ability to balance cost effective orogramme exacution
at pace and to deliver on fime, whie also managing the
consequences of the external pressures discussed abave,

1s key to improving operational efficiency, cormpetitiveness
and growth Any stanificant delays, failure to achiove the
anlicipaten cutcomes, oF excess implementation Costs coud
aiso mpact aelivery of the paanned businegss benefits

Operationa aversight by Executive Committee,
Property Committee

Ocads Retail

ow

o delver sharehotder vatue.

Context

The nvestment in Ocado Retal s part of aur strategy for

IMIErOVING Qur 0NUNe reach ana cananiny.

There gre three core aspeals of our redationship with Ooado

Retail that the business is actively focusing on

- deveoung our rewalionship with Ocaoo Retal and evolving
our ways of working to ensure aagnment of strategies ina
way thal supoorts innovation ana growln and oriontising
aceas for future invesiment,
Danting for our ong-term staategic realionsm with tne
partner Incuarg its role i tne MAS ecosyste ana
rmaintaring a seam.ess suoe.y 0roCess Lo Supnort customer
fafilment  existing ana in line with Futdre growtn and
seexing opporlunibies to exeand ana refine oroduct ranges

Qperationa. oversignt by Executive Committee,
representation on the Ocade Retail Board

RISK MOVEMENT

° No change

50 Marks and Spencer Croup plc

A New/evolving risk ° increased net risk exposure

A failure to successfully implement the suite of critical transformation projects could impact medium- and
lenger-term growth ambitions, White each nitiative is individuatly significant and has its own inhorent risks,
the aggregate impact of simullaneously delivering these challenging projects coutd also create further risks

Mitigations

- Clear priontisation of the reaured transformation activities
as part of our three year planaing process.

Initiatives underpinned by funclon-soecibic stratcgic pans
and leadershui gavernance structures

5

- Dedicated strategy and transformation roles Lo sapport
focus, cansislency and challenge across our family
of busingsses
Aoplication of prograrnme governance principles for al!
COTE Projects, wiln Ciear acCountabinlies ano rmiestones
n place

Ongaing benefits tracking of inttiatives 10 ime with spena

targets and value outcomes. I
- Perindic reporting on key business activitios to the

Audit Commutiee.

A failure to effectivoly manage the strategic and operationat relationship with Ocado Retail could significantly
impact the value of our investment, the achievement of our multi-channel food strategy, our Brand and our ability

Mitigations

- M&S nominated airectors are part of tne Ocado Retail
Board, with col'ective sign off of buainess plans directing
tne grawih of the business

Jontly agreed investment plans to suppart. tne continued
investment in the Custorner Fulfitment Centre networs,
Lo cxpano presence i the ultra-fast grocery aelivery
market and the olannoed ragration to e new Goaoa
service paatiorm

- Estaousnea data and techno.ogy nterfaces with
Ocado Retail

- Adedicated MRS Ocado aeuvery team, suppartea by
scniar eaaership, to coordinate 304rCINg, Drodact
devoicpment, ranging, Customer aata ano mar<eting

. Reduced net risk exposure



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUER

RISK
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DESCRIPTION

Tadent and capabidity

Aninability to attract, retain and develop the right talent, skills and capabilities or to successfully adapt to the
expectations of a post-pandemic labour market could impact the delivery of core operational activities and
longer-term strategic abjectives, including aspects of our transformation programme,

Context

the business employs maore than 65000 talented and
passionale col.eagues and remains an attractive brand
to future colicagues. However, the current labour market
wudiliz s crcale a heightenen nsk around recrutment

- The conscaucnces of the pandemic, iIncluding skills
shortages and wage inflalion, have contributed (o a tight
wabour market In some key specialist areas {Including digita,
technelogy and data science) and other critica. operational
roles {sucn as 11 supply chain ana logislics)

In aaditicn, collcagues and potential candidates are
dernonstrating a preference for roles and employers that
offer increasing flexibilty to support life choices, worx-life
baiance and carcer developmaent in addition to attractive
pay and benefils Linkea to these inflluences, the need for
employers to demonstrate a cultural alignment in other
areas such as sustainability, oversity ano ethical values are
becoming increasingly imporlant

- The broader imolications on the availability of labour and
key skils post Brexit also continue to be menitored,

lo support tne continued delivery of iImproved trading

performance and our transformation ambitions, it 1s essential

that we have the right processes in place, underpinned

py effective tecnnology, to identify, develop and retain

talented colleagues

Operational oversight by Executive Committee

LU border chadienges

Mitigations
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Direct Execulive Committec ownership of the people plan.

Continued investment ininternal and external talent to
strengthen cacability at al. .evels, develoo our fulure
leaders and anve internal career progression

- Ongoing gelivery of improvements in core peupie

rmanagernent syslems and processes. including a refreshed
performance and talenl management process to drive
consistency ana improved decision max<ing

An eslablished cosleaguce skills frarncwork to support
role-based performance, develapment and progression

Ongoing review and maintenance of succession plans for
key roles.

Continued investment inskil.s and capabilittes with a
particuiar focus on driving digital utcracy and capabiuty
buikding

Investment in pay and wellbeing penefits following
completion of a business wide reward review

Afocus on externally benchmarked, market-relevant pay
including full consioeralion of gender, elhricity, disability
and age

Awell-established Business Invelveraent Group which s
aclively involved i business wide colleague engagement
and representation, including at Board meetmgs
Improved usage of our M&S Alumni community to cngage,
energise and re-attract greal talent.

Afallure to manage the cost conseqguences and operational friction arising from the complexity of border
arrangements following the UK's exit from the Eurepean Union (EU) or further developments in the Trade and
Cooperation Agreement ("TCAY, including the Northern Ireland Protocol, could have a significant and long-term

impact on our Irish business and overall trading performance

Context

The business continues to manage a range of complexities
tnat have ansen following the UK's exit from the EU.

Key chalienges include

- conlinued uncertainly as the requiremnents of the Northerm
Ireland Protocol evolve and our ability Lo implement
sustanable solutions to manage the impact on our rish
business, incwadng the movernent of goods across to the
Repubyic of Irelang, odr largest EU export Dusiness;

further increases In the cost base folowing tne introguction
ol checks to inbound gooas from the EU to the UK
{expected in 2022) and the consequent pressure on the
supply base including vienility of suppliers and the impact
on product availability,

rnanaging the consequences of Inlroducing mare locally
sourced products, and

- monitorng ana implementing solutions for any langer term
divergence of UK and EU rules that may add additiona. cost
and complexily Lo the pusiness, particularly 10 Irelanc

Operalional oversight oy Executive Committee

Mitigations

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

Strengthening the management and accountabilities

of Irnsh operations to support largeted mitigation of costs,
incladimg ooportunitics for local sourcing

- Operation of a virtual customs warchouse cnwironment and

mplementation of an EL nub to miligale Lanff costs.

Continued engagement with key governmenl departrents
and other external experts to represent MA&S views and
review our rmitigation strategies. These include ministers,
industry bodies, the Border and Protoco. Delivery Group,
the Department for Environment, Food & Rural Affairs
(Defra), HM Revenue & Custorns, the Foreign Office, and the
MNorthern Irelana Execubive

- Ongaing work with Defra and our supply base in readiness

for the rules for mowving goods from the EU te Great Britain

Proactively managing our franchise arrasngerents
with partners
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK
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DESCRIPTION
Business contimuity and residience

Significant operational failures or resilence issues at key business locations, such as Castle Doaninglon, our primary
onbine Clothing & Home distnibution centre, or any of our key international sourcing locations, could result in
significant business interruption. More broadly, an inability ta effectivaly respond te global ovents, such as the

pandemic or Russia's invasion of Ukraine, a shortage of raw materials or other products used in our business,
or significant supply chain disruption, could also impact business perfermance.

Context Mitigations

The business has continued Lo aemonstrato resiience through - Adedicated and experiencod Business Continuity (BC)

the pandemic and In responding to other signilicant changes, team with established Group Crisis and Inaident

such as the Russian invaston of Ukraine nowever, threats to Managoment processes

pusiness contingity reman - Risk based BC assessments for stores, sourcing offices and

- As our onbne business grows, the potential nsk tinked to our warenouses and vaudation of key suppuer arrangements
sawes and growth amoilians from a sustained perod offune Up to date BC plans for key aclivities across our operations,
or an nability to fullil online orders due to a major incident if\lc'\udmo offices, warehouses and 1T sites, that continue to
gt our Castle Donington fulfiliment centre increases evolve In responss to new threats including. where nesded,

- Theloss of, or majer disruplion at ather locations, such as primary wark witn erifical third parties
sJpply countrics ke Banglagesh, China or Srilanks; the dedicated Enhanced capaonities at Castle Doninglon to manage
warenouses that store speaific food products inthe UK of Llechnology failure and fulfilment capabilities through
support facilities (sucn as 1), could also mpact us sigrificantly i store fulfilrent and the use of other warehouses In

- Aspecific, unexpected or unplannea shortage of praduct our netwark
ar materias such as those being created by Russia's nvasion - Proactive testing of plans for key business continuity
of Ukraine (incluaing sunflower o or fertilisor), or Lthe globa, risk scenarios

shartage of rucrochips. coud also tmnact core trading or

transfarmatian actiaties - Live aigital plaltorm to suoport tne business continuity

\ governance programme
The potential wwoespreaa conseaguences from currently

unxnown/new Covid variants on botn our ousiness and Lhirg
parties could also have severe operational conseauences

- Active engagemment with external organisations includmng
the Retarl BC Association, government-lad forums
and membersme of the National Counter Terrorism
- Inaddition, cur dependency on major trird parties means Information Exchange
tnat significant incigents, ong term resilience 1ssues and . )
recoverapmly n tnese Busmesses would also rmpact our own, Enhanced incdent reporting witn lve gala driven dasnboard.
Gperational oversight by Executive Committee,
Crisis Management Team

Failure to prevent and/or effectively respond to a food or product safoty incident, or 1o mantain their integrity,
could Impact custormer confidence in our brand and busmess performance.

Context Mitigations
Ine safety of our products  food and ali other proguct - Croup-wide assessment of al. salety ns«<s with speafic
categories s vital for our busIness and we neea Lo texecutive Commitiee and business unit ownership
1 L “FH &
effectively nanaoe the Doten;\z. nsks 1o c})stom‘er health Relevant Safety Policy and Stancaras, lerms of irade
. - . - . .
and safety and consumer confidence tnat face all roiaders product safety and "Frorm Farm to fork” specificalions with
[ris includes consiaenng haw external oressures ncluaing clear accountanility set at At evels, INCuting Drotessss
economic and envirenmental changes, could impact the to compy with overseas requireg Ments
integrity of our pr’OduCl‘S\aF\C{ the abilty to effectively Complance sFANaras INc.ded 1IN contracts wita
operate and maintain ad xey contros tnfougnout the tnirg-party Branas

SURPLY Chain )
Rrsw-basca stare, supaier and warenouse auail prograrmes

- Tnese externay oressures, ICwdmg Ine ongoing comowclea by incependent third parties and own second-
corsequences of the pandeic, imf.atianary costs, Lne funclions. INc.uaing franchise operations
LaboJr guauty andg avallabiity, and regu.atory cnanges,
are becomimig mcreasingly acute Whie some of thesc
ovents are outsice of our cotro., ey Must novertne.ess
pe monitared and Mutigated aganst

- kstanasreg orocesses for ine geve.opment of oroaacts
A3 the associaled DadLaging inNc.uang INCeDeaGent
review A0 anprova. before auncn

- Quaufied Fooo and Preduct Technclogy teams wilh accoss
to externa. exnerts wnere aouropniate

- Reguar engagement witn exnert Dooies ana Lnirg party
consutants to unaerstand ana resoona to changes in
safety stanoards

Operaticna, oversignt oy Executive Committee, Group Safety lested crws management n.an for satety incidents

Committee, Consumer Brand Protection Committee - Monitoring of procuct gaaaty 410 customes comoamts

RISK MOVEMENT

e No change

A HNew/evolving risk ‘ Increased net risk axpasure . Reduced net risk exposure
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK
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DESCRIPTION

Infermation secunity

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

loss of stakeholder and custormer confidence

Context

- Tne sophisbcation and lreguency of cyber-attacks in the retail
Industry conbnue to increase and highhight an cscaating
infarmation security threat. This threat s further exacerbated by
the pandemic and other external events, such as the increased
threat of cyber wartare Un«ed Lo cunent gobal uncertainly

- As we continue to use data maore intelugenlly across the
business, move away from legacy systems to new
technology and digital solutions, transilion to the cloud,
enhance ormni channel customer experiences and builld a2
broader "ecosysterm’, the profile of information security
and the overall threats landscape will continue to change.

- Curreuance on several third parties nosting critical services
and holding M&S and custormer data also means that
continued assessment and moritoring is required to ensure
that vulnerabilitios in their cyber and data controls do not
impact us or aur customers.

- Longer-term changes such as {he increase i customers
using e-commerce, tne growing nurnber of digital and
mokbile shopping channels, the development of new
technologies and digital touchpeoints, and permanent
changes In the pattern of office/home working, will all
continue to impact the overall risk.

Operational oversighl by Executive Committee

Mitigations
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Information security and dala protection policies in place,
with @ mandatory training prograrme far colleagues
Information Security functian, with mualthidisciobinary
speciabists, supported by a 24-hour Secunty Operations
Cenlre anl mature incident managerment pian

Nelwork of Data Prolection Officers in prionty
business areas.

Continued delivery of our improvement programme with
prioritised investment in response to an imcrease 1N security
events, breaches and the potential threat of cyber warfare

Risk-based cyoer securily assurance programme, including
assessment of controls in overseas locations

Information security obligations includeo in third-party
contracts with a risk-based assurance programme to
monitor our exposure

Active monitoring of our threat environrment.

Focused security assurance, architecture and hygiene
around our digital proauct lifecycle, operations model
and significant change activities, Like amni-channel and
new technologies

A failure to deliver against our legal and regulatory obligations or broader corporate responsibilily commitments
would undermine our reputation as a responsitle retailer, may result in legal exposure or regulatory sanctions, and
could negatively impact our ability Lo operate and/or remain relevant to our customers and other stakeholders.

Context

- Theo increasingly broad and stringent legal and regulatory
framework for retailers creales pressures on business
perfarmance and management of market senliment reauiring
frequent changes or improverments in how we operate

- New and evolving regulatory requircments incuude;
restrictions on the promotion of foods mgh in fat, sugar
and salt becorming effective frorm Octalber 2022, sanclions
and export conlrols Unked ta Russia; extenoed producer
responsibiity for packaging plastics recycling targets; the
praposea EUJ Directive on corporate due diligence and
accountability in the supply chain, anbicipated changes in
UK corporate governance requirements, devewpment of
Tasklorce on Ciimale- relateo hinancial Disclosures (TCFDY
regdirermnents, and potential new reporting under the
[askforce on Nature related Financial Disclosures.

The diligence required to reman cornpliant is also impacted
py the globaw nature of aclivities, particularly our supply
chains, whore changes in the external environment and
challenging econormic conditions, including the impact of
Covid-19 and the Russian invasian of Ukraine, leave ethical
and social responsibilitics open to a neightened nsk of
mismanagement or exploitation.

— Non-cornpuance may result in fines, cniminal proseculion
for M&S or coudeagaes, utigation, additional investragnt to
reclly breaches, disruption or cessation of business activity,
as well as impacting our repulation

Operational oversight oy Executive Commiittee, Group Safety
Commitiee, Consumer Brand Protection Committee, Bank and
Services Compliance Monitoring Committee, Fraud Committee

M

itigations

Code of Conduct in place and underpinned by policies and
procedures in core areas of regu.ation ana resconsibility
that 1s shared with suppuers and third parties where relevant
ana pdblished externally

Croup-wiae mandalory training programme for higher-nsk
regulatory areas, like health and safely, anti-bnbery and
corruption, data privacy, and nformation security.
Estabushed in house regulatory legal team in olace,
incluging specialist solicitors

Dedicated subject area leagers embedded in the business,

Continuous horizon scanning, Including monitoring of
sanctions and export controls

Risk-pased assurance and monitonng syslerms in place
covering .egal and regulatory compuance, and ethical and
social considerations, including for our overseas operations
and suppliers

Cross-business Fraud Commiliee and conlrols framework.

A Confidential Reporting une to allow colicagues and other
stakeholders to report areas of concern, ncluding oreaches
Established Worker Voice programme in the Food business
and transparency imitiatives within Clotung & Horme,

Active mmomitonng of customer feedoack and putlic
sentiment on compliance and responsibility, including
social media trends.

Proactive engagement with rcegulators, legislators, trade
badies and policy rmaxers
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STRATEGIC REPORT

PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK DESCRIPTION

'i 0 Climate change and envirsnmentod responsibidity
Armnaiotity 1o reduce the environmentabmpact of our business and progress towards our Nt zero Largets,
‘ including thoso linked to our supply chains, as well a8 managing the consequences of cimate change on our

business, would fait Lo meet the expectations of our customers, colteagues, invesiors and other stakeholders,
impacting our brand, future trading performance and other business costs, including financing.

Cantext

- We oporate n a world and sCCtor witn increasing pressure
from carpon conscious custamers investors and
government podies ta operate in a more enviranmentally
Consclous manner, where sustainability forms a core part
of decision-making. This includes, for example, our response
to tne growlh in Lne circular economy, waste reduction,
(ow-carbon producis and usc af recycled fabrics

- Future business performance will be impacted by our abuity
to effectively managoe the transitton to a low-carbon
economy - balancing commercia: decrsions wilh
ervironmental responsibility, agreeng busimess wide
decarbonisation prionties and managmg changes 1
custemer preferences Tris includes management of the
mcreasing cost s associstea with sustainable malerals,
recycling, carpon oricing and furt hor techrological,
poucy and regulatory interventions

Early engagement and pwanmng with partners and
suppliers to support their decarbonising actiities s awsa
becoming increasingly Important in the delivery of our
net sero commitment

From an operabonal perspective, the physicar impact of
cumate change on the avalability of raw materias and food
prodJcts, the geography of the locations from which we
soJrce and operate, ana the condition of our buidings will
need to be managed effoctively to reduce the impact on
trade and the income statemont.

Operational oversight oy ESG Committee

11 liguididy and funding

Mitigations
tstantshed Plan A programme with Ciear accouniabubies
for each area of the business rewating Lo our environmaental
apjectives

Net zeto targets agreea with the Boarg
- Algnment of carbhon commitments with our revolving
creait faciity.
Aopointraent of ¢ 120 cross-ousiness carbon champions
and launcn of an internal Green Network with ¢ 600
Cross-business colicagues
Estaplished product and raw material slandards ana
orocesses outlining environmental and sustamabity
considerations for own activities and Lhe supply chan
Cotlming Quauly Charter and Ervironment al and
Chermical Policy in place for ali suppliers
- ESG Committee with Board membershup inplace to
oversee the delivery of our carbon commutments ana
oroader ESG risks
Developea our response to 1CHD incuuding guantitative
scenaria analysis 0 key areas (catlon, animal protein and
eronerty) to oenhance external reporting
Inclusion of specitic cumate -related nisks and rmitigations
inked to Plan A in business and functional nsk rogesters

Linkage of financing wit™ tne deuvery of our net zero road™map

An inabilty to maintain short- and long-lerm funding to meet business neads or Lo effectively manage associated
o risks could impact our ability to transform at pace, as well as hava an adverse impact on business viability.

Context
While active managoement of our cash, agwaity and aeot
position Lhraugh the panderic and animprovemnenl i trade
nave resulied in a strong cash performance, we maintain a
continged focus on our Lguidity ana funding reguirement s
Avanability of and access Lo, aporapriate sources and levews
of funding remain vita for the continued operation of
basiness activity and the next phase of our transfarmation
Qur ability to repay geot ana fund wor<ng capita,, capital
exoenditures and gtner exoenses depenas on aur operating
performance abluty 1o generate casn and to refinance
existing aeot
We alsa nave pension funa commitments tnat requare active
mManagement and MmonIitonng

Ooncrational oversignt by Executive Committee

RISK MOVEMENT

Mitigations
- A£850m unarawn, revolving credit Tacility and £1,1979m
of cash and cash cguivalents

Review and refinement of our three year p.an Linked
to stralegic prionties, with sensitvity analyss to assess
tneimpact of the cnanging economic enviranment

- Cantinuea facus 00 wackeng caoltal management to
continge te iMprove cash f.ow and reguce relance on
pank faciuties
Or\gomg scrubiny and chavenge of discretionary
expendddre ana caoifa. spena cantrals tnat were
strengtneneo adring tne canaarmic

- Cwose meontoning and stress testing of projecten cash ano
aoot canadity, fimancia. covenants ana ofner raling metncs

~ Treasary operalions are managed and Mo utored M s
w3 Boarg aoproved Treasury Poacy

- Frequent engagement and aiawgue with tne mar<et ano
rating agencres

€ Mo change A Newevolving risk @ tncreased net risk exposure @ Recuced net risk exposure
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OUR APPROACH TC ASSESSING LONG-TERM VIABILITY

The UK Corporate Governance Coce requires
us to issue a “viability statement” declaring
whether we believe the Group can continue to
operate and meet its babiuties, taking into
account ils corrent posttian and principal ris<s
The overriding aim is to encourage directors Lo
focus on the longer Lerm and be more actively
involved in risk management and interaal
controls, In assessing viability, the Board
considered a numiber of key factors, mcluding
our business model (see page 9}, our slrategy
(see page 6), approach to risk management (see
page 45) and our principa. ns«s and
dncertaintios (see nagrs 47 10 54)

Tne Board is required to assess the Croup's
viablity over a period greater than 12 months,
and in keeoing with the way Lhat the Board
views the deve.opment of our business aver the
long term, a period of threg years I1s considered
appropnate for business planning, measunng
performance ana remunerating at a senror level
This three-year period aligns to the Groups
annual strategic review exercise conducted
within Lhe business and reviewed by the Board,
and captures a large proportion of Lhe Group's
Investment into its ongoing transformation
programme as well as Lthe renewal of its
December 2023 bond

The Croup successfully renegotiated its
revolving credit facility ("RCF") in December
2021, which 15 set to run until June 2025, and
replaces the facibty which was due to mature in
April 2023. The new facilily contains a financial
covenant, being the ratio of earmings before
interest, tax, depreciation and amortisation; to
net interest and depreciation on right-of-use
assets unaer [FRS 16. The covenant 1s measured
semi anndally.

Ihe Croup continues to maintan a robust
financial position, providing it with sufficient
access to Uauidity, through a combination of
cash and commilted facilities, to meet its needs
N the short and medium term At 2 April 2022,
the Croup had further strengthened its
avai.abte liguidity over the year to £2 1bn

{last year. £18bn}. Furthermoere, the Croup's
strong free cash llow gencration has driven a
reauctionin net debl of £8171m Lo £2,698.8m
at 2 April 2022.

For the purpose of assessing the Group's
viability, Lhe Board identified that, although

all of the principal risks detalled on pages 47

to 54 coud have an impact on Group
perlarmance, the following risks pose the
greatest threat to the business maodel, luture
performance, sclvency and Liquidity of the
Croup and are Lherefare the most important to
the assessment of the wiability of the Crougp

Maintaining trading performance in an
increasingly cha.denging environment,

Business transformation.
- Ocado Retal..
Talent ana capability

In assessing viability, the Board considerea Lhe
position presented in the approved Budget and
Three-Year Plan The process adopted to
prepare the financial model for assessing tne
viability of the Croup involvea collaborative
Input from a number of functions across the
business to model a severe but plausible
downside scenario.

The severe but plausible downside scenaro
Includes the following assumptions

- There will be a perioa of economic recession
inthe UKin 2022/23 and 2023/24 (following
the iImpacts of the Covid-19 pandemic, the
unfolding humanitanian crisis following the
mvasion of Ukraine and the subsequent
snarp Increases In the cost of lving), resulting
in a decline in sales of 40% per annum,
across all three business unils.

- Utities, fuel and other costs increasing by
over L50m n aggregate across 2022/23 and
2023724

- In addition, a delay on transformation
penefits results inincremental sales
expected from the transformalion declining
by 10%, 20% and 40% rcspoectively across the
three-vear period across both Food and
Ciothmg & Home business units.

Other scenarios tinked to key pringipal risks
were also considered However, the estimated
financial iImpact of these nisks cumatatively
was comparable to the severe out plausiole
downside scenano outlined above. Moreover,
the Likelihood of these risks occurring
concurrently would be so rermote as to pe
considered a “black swan” evenl As a result,
further detailed modelling was not perfarmed

The Board has also considered tne potential
impact of changes to environmental factors
which may affect the busimess moael and
performance in the future As set out inthe
Taskforce on Climate-related Financial
Disclosures (TCFD") section on page 72,

no material impact on the Crouo's financial
performance 1s considered to exist in the
short term

The impact of the severe but plausible
downside scenanio has boen roviewed agrinst
the Group's projected cash flow position

and financial covenant over the three-year
viabality period In the event of this scenarnc
rmaterialising, mitigating actions would be
available, inciuding, but not umited to, a
reduction in labour, technology and head office
costs, as wellas deferring or cancetling
discretionary spend (including discretignary
bonuses) and reducing capital expenditure

As aresull, even under this scenario, which Lhe
Board considers to reflect a plausible, but
remote, outcome, the Group would continue
ta have soffirent Lguidity and headroam anils
oxisting facilittes and meet the measurerment
crilena against the revoiving credit faciity
financial covenant. The Audit Committee
reviews the out put of Lthe viability assessment
inadvance of final evaluation by the Board
The Board have alsc satisfied themselves that
they have the evigence necessary Lo support
the statement 1n terms of the effectiveness of
tre internal control environment 1IN place to
mitigate risk

Reverse stress testing has also been applied Lo
the mocel to determine the decline in sa.es Lhat
the Croup could absorb oefore oreaching any
financial covenants, Such a scenario, and the
sequence of events wnich could lead toit, 1s
considered to be extremely remaote as it
reqguires sales reductions of €15% per annum
compared 1o base expeclations witn no
mitigations implemented before there s a
breach in financial covenants While the
occurrence of one or mare of the principal nsks
has the potential to affect future performance,
nene of them are considered likely cither
individually or collectively to give rise Lo a
trading deterioration of the magnitude
indicated by Lne reverse stress testing and to
threaten the viability of the Group over the
three year assessment period.

[BEIR-3-15]
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Hawving reviewed the current performance,
forecasts, debt servicing reauirernents, total
facilibies and current liguidity, the Board
expecls the Croup to have adeguate resources
to continue in eperation, meels its liabilities as
they fall duc, retain sufficient avallabwe cash
across all three years of the assessment penod
and not oreach the covenant under the
revolving credit facility The Board therefore
expects the Croup will rermain comemercially
viable and the Viability Statement can be
found on page 111

The Strategic Report, including pages 2 to 55, was approved by a duly authorised Commitiee of the Board of Directors on

24 May 2022, and signed on its behalf by

Now

Steve Rowe, Chief Executive

24 May 2022
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GOVERNANCE

CHAIRMAN’S

GOVERNANCE OVERVIEW

As outlined in my Chalrman’s letter on
pages 2 to 3, macro events have had a
significant impact on the business this
year. My role, and that of the Board, has
teen Lo gude our way through these
varied and challenging headwinds,
ensuring our averarching strategy stays
the course. Simullaneously, your Board
has remained ready Lo respond and io
adjust for external faclors threatening
to dorarl us

In keeping with the dermands made on

the Board in these recent, turbulent years,

circumstances have made it vital we
rermain highly engaged. We have been
flexible with our time te support and
chaltenge senior teadership, to ensure
the continued acceleration of our
transformation programrmes, and not
only Lo react Lo events, put have our
eyes firmly fixed on the horizon into
2022 and beyond. Naturally, we continuc
to fulfil our other core duties to oversee
M&S" governance, culture, financial
controls, nsk and change management

The Covernance section that follows is
by intention concise, in keeping with our
approach in previous yvears Further detail
on the Board, its Committees and our
governance framework are available at
marksandspencer.com/thecompany.

NAVIGATING HEADWINDS

The Board has had to remain vigilant
alongside management this year and to
stay abreast of current events impacting
the business We conbinue to deal with
uncerianty in our European supply cham,
25 we entor the fourth Broxit extension
periad before complete customs

checks are implemented. Meoamwhile, we
experenced a positive trading response
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when Covid-19 restrictions were lifted at
the start of 2022, but trading in the Tourth
quarter then slowed, with consumers
conscious of cost of living increases
arnidst inflationary pressures.

The Board has proactively discussed

wilh management how best to trade
through these macre impacts, resulting

m detailed stakehotder discussions iniing
with Section 172(1) of the Comparios Act
2006 ("s172(1)) There has been no “one
size fits all” answer across the business,
and inevitably trade-offs between our
stakeholders have becn made. These have
been allied with our strategic objectives
and have included measures such as price
and margin protections, supplier support
and buying process improvements.

The invasion of Ukraine has materially
impacted the business, as we have
franchise agreements in both Ukraine

and Russia While we felt it was important
to support colleagues and continue to
trade m Ukraine for 2s long as possible,
events have made that impossible The
Board and lare nonetheless heartened

by the response from our customers and
cotleagues who have donated significantly
to the aid effort You can read more on our
response on page 5

Meanwhile, we have suspended shipments
to our Russian franchise partner and
directed them to cease trading The result
of this deaision 1s that, following logal
negotiations with our franchise partner,
we have reached a seltlernent to exit fully
our Russian francnise While our franchise
agreement was nol caplured under the
sanctions regime, we strongly believe itis
nght and just Lo ensure we are not trading,
cven indirectly, in that jurisdiction while
the war in Ukraine is ongoing.

“ THE BOARD’S ROLE HAS BEEN TO
GUIDE THE BUSINESS THROUGH
CHALLENGING HEADWINDS.

Hropie: Norman, Chairman

N

NEW LEADERSHIP

Shareholders will have noted our recent
announcement of a new leadership team
structure. Bofore Foutline this, | first want
Lo express my and the business’ thanks to
Steve Rowe, our outgeing Chiefl Executive
Officer. Steve has been a ragnificent
servant of M&S, dedicating 40 years (o the
Company, coming from the shop floor Lo
lead the business His carcer 1s testament
to the opportunitios M&S can prowde for
great people to succeed The M&S he took
aver was in parlous shape and throughout
my tenure as Chairman, he has been
fearless in facing into the chatllenges and
has delivered rmassive progress.

To replace Steve, we have chosenta
promote our internal tatent. With effect
from 25 May 2022, Stuart Machin has
become Chiel Executive Officer, taking
responsibility for day-to-day teadership
of the business and the Exccutive
Commitlee He continues to have
oversight of his current portfotio of
responsibilities, mcluding leadership of
the Food busingss, Operations, Proparty,
Store Development and Technology,
and will also take responsibility for HR
and Corporate Comrnunications Kalie
Bickerstaffe has become Co~Chief
Executive Officer, with a particular focus
on driving the future of Digital & Data,
and of our global omni-channel business.
She retains her existing portfolio of
responsibility for Clothing & Horne,

MSZ, international and Financial Services,
Eoin Tange has become Graup CFO &
Chief Strategy Officer. In addition to his
current responsibilities, he will play an
enhanced role in leading the future
development of the business and will
also take on oversight of Plan A



M&S is now embarking on the second
phase of ils Lransformation programme
“Shaping the Future” The Board's view

15 that, under the leadership of Stuart,
Katie and Eoin, the business has made
remarkable progress and thal continuity
of strategy and leadership is the best
approach for the Company Bringing
together these three cutstanding leaders
will provide the stability, pace and
bandwidth required 1o accelerate the
pace of change

I'would also Lke Lo note the contribution
Andy Halford has made Lu Uhe Board.
Nating that his tenure has now rcached
nine years, he will be stepping down as
Chair of the Audit Committee, with Evelyn
Bourke replacing him as Chair. Having
reviewed and confirmed that Andy
remains independent, the Nomination
Committee agrees that his role as Senior
Independent Director ("SID") is an
important constant while new Board
members settle into their roles. He will
therefore remain as SID and a member of
the Audit Committee for a transitionary
period, and will leave the Board by the
end of 2022

Board and Executive Committee
biographies can be found on pages 60

t0 62 Full details of these Board and
executive changes, our assessment

of the balance of leadership skiils and
experience, and cur talent and succession
processes, can be found in the Nomination
Committee Report on pages 66 to 69.

BOARD ACTIVITIES AND
CONSIDERATION OF STAKEHOLDERS

The Board's focus during the year

has been to accelerate the Company's
pursuance of its strategic priorities,
while steering through macro-induced
headwinds In our meetings, we have
continued our appreach of considering
“strategic deep dives” presented by all
areas of the business, which we have
then debated and challenged All while
being mindful of the impact of any
decisions made on the business' various
stakeholders and on its long-term,
sustainable success, in line with s172(1)

An overview of the range of matters that
the Board discussced and debated at its
meetings during the year can be found
on pages 63 to 64.

The Company’s s 172(1) statement 1s
avallable on pages 32 Lo 34

EMBEDDING ESG

AGM: STAYING DIGITAL

As explainod in last year's Annual Report,
the Board's Environmental, Social &
Covernance (‘ESGT) Sub-Committee

was established Lo assist the Board in
providing focus and oversight of the Plan
A programme, both inits reinvigoration
and its ongoing effectivencess. The report
of the ESC Committee for 2021/22 15
available on pages 70 tc 77.

In demonstration of our commitment to
embedding ESG across the organisaticn,
sustainability is now one of the five
strategic pillers comprising owr rorporate
purposc. Furthermore, the business
negotated and entered a sustainability
linked financing agreement for the first
time. While we have strides to take on our
Plan A agenda still, the Board, with the
support of the ESC Commiice, are
focused on delivering tangible progress
in the year ahead

FUTURE SHAPING GOVERNANCE

The Company has made a number of
strategic investments during the course of
the year, following the acquisitions of 50%
of Ocado Retlad Limited in 2019 and of the
Jaeger brand in 2020. In partnership with
True Capital, we became the cornerstone
investor ina Direct-1lo-Customer ("D2C7)
focused fund We have also acquired a
minority stake in Nobody's Chitd Limited,
an exciting eco-conscious, affordable
fashion brand, and have become the
majority owner (with a route to 100%
ownership) of The Sports Edit Limiled,

an activewear platform with proven
capability in brand curation and
emerging brand identification.

Each of these investments is unigue and,
as such, the governance arrangements
supporting them are bespoke for the
nature of the investment and lifecycle
of the businesses. This has required the
Board Lo ensure we have the appropriate
controls in place, not only to mitigate
risk, but also to be a supportive and
productive strategic mvestor.

DIVIDEND

While the balance sheet is strengthening,
the Board and | believe on balance, ang

in line with our approach lasl year, that
non-payment of a dividend is appropriate
for the 2021/22 financial year. This
continues 1o be one of the proactive
steps we are taking to ensure the business
15 st up for success in the future.

The Annual Ceneral Meeting (AGMT)
provides investors with a valuable
opportunity to commurnicate with the
Board. We have learnt in recent years that
digital meetings are more engaaing, more
democratic, and allow us to communicate
and hear from more of our shareholders,
with parlicipation levels trebled at last
year's meeting compared with the Last
physical mecting. In recognition, we will
be conducting this year's AGM digitally
once again. We strongly believe digitally-
enabled mectings should become the
default acrnss the FTSE and | encourage
other companies to follow our example.

in addition to being able 1o vote and
submit questions electronically In
advance, all shareholders will be able

to join the meeting online to hear from
Stuart, Katie, Eoin and me, ask gquestions
and vote on our resolutions.

AINYNHIAOD

We witl ke joined by Anita Anand who will
be acting as your shareholder advocate,
sharing your views and questioning me
and the Board on your behalf If you
would like us to hear from you directly,
you also have Lthe option of dialling in
and asking your question live on the day,
or submitling a video question to be
played to the Board for response during
the mecting. | lock forward to hearing
from you all then,

Information on how Lo participate
electronically, both in advance and on the
day, can be found on pages 208 to 209,

ke e

Archie Norman, Chairman

UK CORPORATE
COVERNANCE CODE

The UK Corpecrate Governance Code
2018 (the “Code™) which is available

to view on the Financial Reporting
Council’s website is the standard
against which we measured ourselves
in 2021/22.

The Board confirms that we complied
with all of the provisions set out in
the Code for the pericd under review,
Details on how we have applied the
principles set out in the Code and
how governance operates at M&S have
keen summarised throughout the
Directors’ Report. Our full Corporate
Governance Statement outlining

our compliance is available online at
marksandspencer.com/thecompany.
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GOVERNANCE

LEADERSHIP AND OVERSIGHT

Our governance framework facilitates responsive and effective decision-making,
ensuring that the Board and its Committees, the Executive Committee and senior management are
able to collaberate proactively, consider issues and respond.

@ BOARD COMMITTEES

® BOARD

@ EXECUTIVE COMMITTEE

The Board (s supported by 1ts sub-
committees in discharging its duties
At each Board meeting, the Chairs of
the Commuittees provide an update on
thewr Committee activities.

Audit Committee O Seep7s-84a
Responsible for monitonng the integrity

of the fimancial statements, reviewing

the Oroup's risk framework ang

internal controts and rmaintaining

the auditor relationship.

Remuneration Committee € See pes 107

Responsible for remuneratian policy,
performance-linked pay schermes and
share-basea Incentive plans.

© see pbs-69
Responsible for reviewing Board
compositien and diversity, proposing

new Board appointments and monmitoring
the Beoard's succession needs

ESG Committee & see pro-77

Responsible for ensuring the Company's
ESC strategy remains fit for purpose, and
plans are in place and reported on, Advises
the Audit Committee on ESG-related risks,
including cimate-related issues

Nomination Committee

Disclosure Committee

Responsible for determining the
disclosure treatment of maternal
information and identifying
canfidential and inswde
information for the purpose

of maintaining project ksts
compliant with the UK Market
Abuse Reguiations

@ SENIOR LEADERSHIP FORUMS

The Board s responsible for establishing
the purpoase, values and strateqy for the
M&S Graup, ensuring our culture s aligned,
averseeing our conduct and affars,

and far promoting tne success of M&S

far the benefit of our rmernbers and
stakeholders The Board discharges same
aof its respansibilities divectly and others
through its sub-committess.

Terrns of Reference for the Board and
its su-committees are avanabie n our
governance framework, published on
marksandspencercom/thecompany:

Execution of the M&S strategy and
day-to-day management is delegated

to the Executive Committee, and
subseguently to senior leadership forums
where relevant, with the Board retaining
responsibility for overseeing, guiding and
halding management to account.

Governance
at M&S

SENIOR

LEADERSHIP
FORUMS

The Executive Committes {"ExCo™1s

our leadership team responsible for
executing strategy it manages, monitors
and provides the execdtive input
underlying M&S strategic and operational
decisians, ensuring strong executive
alignment an business oriorities,
ivestments and actions

During the year, the ExCo consisted of the
CEO, CFO, Chief Operating Officers, and
the Managing Directors of each pusiness
unit. Authority is conferred on the ExCo
oy the Croup Delegation of Authority,

as approved by the Board.

The ExCo reviews strategic opportunities
and initiatives from the Croup's koy
businesses and centraused functions,
ensuring these contribute to and

elevate the Board's averarching strategy.
In addition, and in support of the Board's
purpose, values and culture selting,

the ExCo is responsible for all coileague
matters, including the structure and
operation of the HR function throughout
the business, the developrment and
monitaring of culture and values,

ana reviewing tatent and leadership
development and succession plans
below ExCo level

Underlying this governance feeaback loop
petween the Boarg, its sub-commtiees and
the ExCo, tnere are forums compnising senior
management supporting sacn of these
governng bodies.

Frimarily, each of the Group's key business
units have "Operating Review™ meetings with
streambned membershios. Their main remit 1s
management of key trading and operational
matlers, with decision-making delegated to
them by the Group Deiegation of Autnaority
and Jnderpinned by business unit Delegations
of Authority,
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Aaditionzt forums support on speciic
projects, pusiness needs, or strategic
priofities, meeting as and when reguired
Exarnples incuide:

Property Committee

For reviewing and aporoving oroperty
investments.

Digital Board

For drving the Comoany's “Digital First”
agenda across the Group

Brand Forum

For reviewing use of the M&S brand, as well
as considering use of third-party branas

Peaple Forum
For driving the people and cJllure agenda
across the Group.

Fraud and Loss Committee

For puiling together all fraud related
governance activities, reporting drrectly into
the Audit Committee

Compliance Monitaring Committee
Overaght of credit broking activities wathin
the Group, as regulated by the Financial
Conduct Autnority.

Plan A {Net Zero) Steering Group

For moilising action across the business
O oUT Net Zero roaammap, updating the
ESC Committee on progress



BOARD COMPOSITION
AND MEETING ATTENDANCE

BOARD MEETING ATTENDANCE AND DIRECTOR RESPONSIBILITIES IN 2021/22

Dunng the year, the Board neld 12 scheduled Sufficient brme is provided, periodically, Q For information on what the Board did
meetings for winch mdividuat attendance 1s for the Chairman to meet privately with the during the year sce p63-64
set out below Senior Independent Director ("SIDT) and the

non execulive dveclors To disCuss any
matters arising

Maximum Linked to
CHAIRMAN Attended possible Independent Responsibility in 2021722 remuneration
Archie Narman’ 12 12 Board governance and performance,

Shareticlder engagement

* Considered independent on appaintment

EXECUTIVE DIRECTORS

Chief Executive 12 12 Graup perfarmance and marts gement. v
Steve Rowe Executive Cornmitiee leadershp

Chief Financial Officer 12 o 12 7 Croup financial performance, risk managernent and

EoinTonge Irwestor relations Strategy and transformation planmng
NON-EXECUTIVE DIRECTORS Role st Board meetings

Fuil Year Independent non-executive directors assess, challenge and momtor the

executive directors’ delivery of strategy within the nsk and governance

Evelyn Bourke 12 12 v struclure agreed by the Boara

K;a:&";;};;uww-ww;-JJ-WW“‘- - T 12 12 (»_,;_/,.,_.,_, As Board Cornmittee me_mbers directors also rewview the inteqgrity of
the Company’s financial information, consider B850 issues, recommend

Andy Halford 4 appropriste succession plans, monitor Board diversity and sef the

e O — L M8 A e i e 14 it - s " s s G tGrs” remunerabion

Tamara tngram " 12 "4

Justin King i2 i2 vd

Sapna Sood v

Appointed in 202122

Fiona Dawson " 0 v

" Unable 1o attend one meeting dua to parttipalionnresidentiai course Gh behatl of MES

~*  Unable ro attend one meeting due to external board computrments

r*= Attended 24 May meeting as an obhseryer prior o appaintment

STANDING ATTENDEES Responsibility

Nick Fotlang - 12 12 Adwising the Boarg on all legal ang corporate governance 15sues,
Ceneral Counsel & Company Secretar

EXECUTIVE COMMITTEE - ATTENDED BY INVITATION Role at Board meetings
Sacha Berend 4 Trie ExCo comprises the Comesany's seamor {eadershup team below Board
e g e evel and is Lasked wnth running the day-to-day operations of the busness
Katle Bickerstaffe 1 and facilitating delivery of the strateny as approved by the Board
P"L‘F‘_‘w“ e tMembers of the ExCa atfend Board meetings by ynvitahion to present
‘T’\UK ESt,Ol e 5 e and dhscuss matters of strategicimportance
Stuart Machn 10 Direct reports to ExCo members also attend Board meetings by mvitation

. PR - o8 and when nput s reqgures on therr specific areas of experbse
Richard Price 5

Nate The ratiles above arowde de' a5 of streduted meatings el m -« 202122 ancal year

Monitoring non-executive nen-executive directors wno objectively Andy Haiford, While Andy's tenure nas
directar independence chailenge management, balanced against now reached mine years, the Norminalion
The Board reviews the ndepenaence of 15 ihe need to ensure continuity on the Board Commiltee has reviewed ang‘ agreed he
non-exacutive directors as part of its annuat The Campany maintans clear records of remains independent, ang his role as SID
Board Effectivencss Review The non-executive  the terms of service of the Chairman andg 15 animoortant constant while new executive
directors alse meet annuatly, led by the SID, non execubive direclors to ensure Lhat they Board members settie nto therr roles.

to canduct the Chairman's appraisai The continue tg meet the requirements of the As such, tne Board considers that alt of its
results of the meeting are then fed back UK Corporate Governance Code non-executive arectors continue Lo

to the Chairman by the SID Neither tne Chairrman nor any of the demponsirate independence.

The Chairman was considered to be non-execubve directors have exceeded Lhe € For nformation on the skills and
independent on appaitment and is maximum nne-year recammended term of experience of each director,
commitied Lo ensuring that the Board service set out in ihe Code, with the exception see p60-62 For maore information
comprises a majonty of indepencent of our longest -serving non-executrve director, an director tenure sec p&7.
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GOVERNANCE

OUR BOARD

This is our Board as it operated during the year. To see changes for the new financial year please see page 62.

1. Archie Noerman Chairman ®

Appainted: September 2017 &

Career and external appointments:

Archie is an expenenced Chairman and
former Chief Executive having led major
transformation programmes at TV, Lazard,
Asda, Energis and Hobbycorafi. He was
previously Deputy Chairman of Cotes Limited
and was Lead Director at the Oepartment for
Business, Energy & Industrial Strategy from
2016-2020. Archue is ais0 the Chalrman of
Signal Al, Non-Executwe Vice Charrman of
the Glopal Counsel and Senior Independent
Director of Bridgepoint Croup plc

Committee (paire

2. Steve Rowe Chief Executive
Appointed: April 2016

Career and external appointments:

Steve joined MES in 1989 and worked in senior
rotes across all areas of the business prier te
tus appaintment as CEQ, ncluding Drectar of
Homme, Director of Retatl, Director of Retailand
E-commerce, Executive Drrector, Food, and
Executive Director, General Merchandise

Steve stepped down from the Board on 25 May
2022 and, with heartfett thanks for fus many
years of dedication to the Company, will
Tormailty teave M&5 at ihe AGM on 5 Juty 2022

3. Eoin Tonge Croup CFO &
Chief Strategy Officer

Appointed: June 2020

Career and external appointments:

Eomn joined the business from Creencore, where
he had been CHO since 2016 At Greencare, he
oversaw the divestment of therr US operations,
strengthening the company’s balance sheet,
returmng capitai (o shareholders and
simptifying the business Prior to that he was
MD of Greencore's Gracery business and also
worked in a variety of roles across strateqy,
finance, treasury and capital markets at
Creencore and previousty Goldrnan 3achs

Eoin pecame Group CFO & Chief Strategy
Officer on 25 May 2022, taking on oversight of
Plan A and playing an ennanced role in leading
the future aevelopment af the business.

4. Andy Halford Senior Independent @ 5. Andrew Fisher OBE 6. Tamara ingram OBE - ]
Non-executive Director @ Independent Non-Executive Director @ Independent Non-Executive Director ()
Appointed: tanuary 2013 Appointed: Decamber 2015 Appointed: June 2020 @

Career and external appeintments:

Andy's strong finance vackground ang
broad knowledge of the UK and international
consumer market was ganed fram CFO
posttions held in global listed companies

He is Chief Financial Qfficer of Stanaara
Crartered, wrich ne joined after 15 years

at Vodafone, nme of which were spent 33
Chief Financial Officer,

60 Marks and Spencer Group ple

Career and external appointments:

Andrew was mstrumentau in estabbshing motiie
tifestyle app Shazam, where he was Executive
Chairman until Octaber 2018, as a leading
rnobile consumer brand, and brings aver

20 years expenence leading and growing
rumerous technology-focused enterprses

He 15 Non-Executive Chair of batn Rightmove
plc and Epidermic Sound, and is a1s0 a member
of the UK Advisory Board for Spencer Stuart

Career and external appointments:

Tamarz Mas a longstanding leacerso

career in advertising, marketing and digital
communications, having held leadership roles
at WP since 2002 and as Non-Executive Chair
of Wunderman Thamason. Priar to this, she
workea at Saatchy ano Saatchi where she neld
the roles of CEO and Chair. Tamara has led
rendwned Marketing campaigns for household
brands around the world and delivered cultural
and business transfarmation at pace within her
own businesses as wel as on behalt of clients
Sne is also a non-executive directar of Marsh
Mactennan and Intertek Group



Committees key

@ Audit

@ Nomination

{(E) kSG

® Remuneration

. Committee Chair

7. Evelyn Bourke
independent Non-Executive Director @

Appointed: February 2021

Career and external appointments:

Evelyn retired from her role as CEQ of

Bupa Group in December 2020 where she led
transformative change during her near five-year
tenure. She also has extensive experience in
fimancial services, risk and capital managernent
and mergers and acquisitions; having spent
three and a half years as Bupa's CFO and in
leadership roles at the Bank of Ireland,
Standard Life and Friends Provident, Evelyn
jomed Admiral PLC as a non-executive directar
on 30 April 202t and AJ Belt FLC on 1 July

She is also a Trustee of the Ireland Fund of
Great Britain.

10. Sapna Scod ®
Independent Non-Executive Director @

Appointed: June 2020

Career and external appointments:

Sapna recently joined The Adecco Group as a
Senior Vice President and Chief of Staff to the
Group CEO She has in-depth knowledge of
running complex supply chams, incluging in
food and clothing, as well as experience of
leading large transformation programmes and
ts passionate about sustainability. She has also
held leading operational roles in the building
materials and industral gas sectors in Europe
and Asia-Pacific, latterly as CEQ and President
of LafargeHolcim in the Philippines. More
recently, Sapna was a senior executive at
Compass Group and a non-executive director
at Kering 5A and is currently an Advisory Board
rmernber of Imperial College Business School.

8. Fiona Dawson CBE @
Independent Non-Executive Director

Appointed: May 2021

Career and external appointments:

Fiona left her position as part of the Leadership
Team of Mars Inc.in July 2021 after more

than three decades at the business. Fiona

has a strong track record in sustainability,
health and wellbeing, particularly women's
entrepreneurship and human rights and has
always been a strong advocate for equality and
diversity in the workplace. In May 2021, Fiona
was awarded a CBE for services to women and
the economy. Fiona is also a non-executive
directar of | FOO and joined Kerry Group plc as
a non-executive director in January 2022. She is
a Trustee of The Social Mobility Foundation and
Chair of the Women's Business Council

Joined the Bowrd on 25 May 2022

11. Katie Bickerstaffe
Co-Chicf Executive Officer

Career summary: Katie has hewd a number
ol roles at M&S including Non-Executive
Director, Chief Strategy and Transformation
Dircctor ana most recent.y, joint Chiel
Operating Officer On 25 May 2022, she

re joined tne Board as Co-Chief Excoutive
OfNicer. Katies currently a non-execulive
airector of Barrati Developoments PLC and
the England and Wales Crickel Board, and
was oreviously Executive Cnair of S5 Energy
Services and Chief Executive, UK ana freland
of Dixons Carpnone ple, with exlensive
experience of digital retail and operations
and leading consumer-focused businesses.

12. Stuart Machin
Chief Executive Officer

Career summary: Stuart took over as

Chief xecutive Officer on 25 May 2022
Having joined M&S as Food Managing
Director in April 2018 with nearly 30 years’
experence In the food, fashicn ana norne
retall sectors, Stuarl was appointed joinl
Chief Operating Officer in May last year. In his
new CEQ rolo, Stuart will conlinue to scrve as
a Director of Ocado Retail Ltd, Prior to joining
ME&S, Stuart was CEQ al Stemhoff UK and
spent 10 years In Australia working at
Woesfarmers as COO and CEO of Coles and
Targel respectively Stuart has also held
semor operational and commercial pesitions
N UK retailers Samsbury’s, lesco and ASDA.

9. Justin King CBE )
Independent Non-Executive Director @

Appointed: January 2019

Career and external appointments:

Justin has over 30 years of experience in
large retait operahions and transformations,
and now acts as an adviser to a range of
growing businesses. Between 2004 and 2014,
he was the CEO of Sainsbury’s, leading the
business through a major turnaround. He has
also previously held senior positions at ME&S,
as Head of Food, as well as at Asda,
Haagen-Dazs, PepsiCo and Mars

13. Nick Folland
General Counsel and Company Secretary

Appointed: February 2019

Career and external appointments: Nick has
extensive legal and governance expenence,
having been General Counsel and Company
Secretary in FTSE 100 businesses since 2001,
He has held positions as Chief Executive of the
Crown Prosecution Service and Chief External
Affairs Officer and Chief of Staff to the CEO
of the Co-op Nick is the Senior Independent
Member of the Natural Environment Research
Council  the UK's teading public funder of
environmental science. He joined HMPPS as a
non-executive mermber of its Audt and

Risk Assurance Committee in May 2021.
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GOVERNANCE

OUR BOARD CONTINUED

Kecert l‘/lmmgu%:

Qur Beaxd lor the

omngfw

Archie Norman

e

Cao-Chief
Executive
Officer

Katie Bickerstaffe

Stuart Machin

Eoin Tonge
Croup CFO &
Chief Stralegy
Officer

Nick Folland

Andy Haiford
Senior Independent
Non-Executive
Director

OO

-

af

Evelyn Bourke
Independent
MNon-Executive
Director

Q@

Andrew Fisher OBE
Independent
Non-Executive

Tamara Ingram OBE
Independent
Non-Executive
Director

OO®

Fiona Dawson CBE

Independent

Non-Executive

Director

Committees key

@ Audit

Director

@
O esc

@ Nomination

Qur Executive (emmitlee

The Executive
Committee

is established and
led by the CEO,

and is responsible for
executing strategy
and the day-lo-day
management of

the business,

Richard, Paul and
Sacha were members
during the year,
alongside the CEO,
CFO and Chief
Operating Officers
They will continue
serving as members
into 2022/23 with the
oxecutive directors

Richard Price
Clothing & Home
Managing Director

Justin King CBE
Independent
Non-Executive

@ Remuneration

Sapna Sood
independent

Non-Executive -

Director

Paul Friston
Managing Director
of International

. Coramitiee Chatr

Sacha Berendji
Croup Property, Store
Cevelopment and [T Director

Career surnmary: Richara jomea
M&S on 7 July 2020 as Cwolhing &
Horne Managing Director Richara
soent three years as MD of BHES
oefore pecorng CEC of F&F
Clothing at Tesco PLC in 2015

Prior to tws Richard was at M&S
from 2005 to 2012, first as

Head of Merchanaise and then as
Menswear Traaing Orector karyer
i~ o1s career he workea for Next

N a range of Mmercnanaising roles
085S WOMEISWear 3nd menswoarn
from 18886 to 2005 Richara’s career
soanng sorne of tne UK's too
cwotning pranas demonstrates

f11s praven track fecara of
dewenng growtn tnrougn

sty.sh, great vatue proguct

62 Marks and Spencer Group pic

Career summary: Pau! began

s MBS career on the Finance
graduate programme in 1996

ang auatfieg as a management
accountant in 2000 Henea a
variety of roles dunng nis trme at
MBS, including Ivienn CFG ana
Executive Assistant to former CECL
Marc Bol.ang PaJiwas apoointeg
to hug current oosition i May 2016
ana oecame Execuative Commitlee
soonsor for 1n¢.usion & Diversity

in Agrc 2018

Career summary: 52cha joined
MES 17 1994 througn the Craduale
traiming prograrmme He undetoox
Various apportments inciudmag
Cencrai Manager of Marp.e Arcn
Store, Reglonal Manager for
Lonaen. Heao of Properiy Planning
& Store RDeveonmient, Executive
Assistant to the Cef Execative,
ana Directar of Mercnandising
Sacha took up ris current position
i Novemper 2012



BOARD ACTIVITIES

The following pages outline the key
topics revicwed, monitored, considered
and debated by the Board in 2021/22.

Meeling agendas, agreed inadvance

by the Chairman, CEQ and Company
Secretary, combine a balance of regular
standing itermns, such as reports on current
trading and financial performance,

with two or three detailed "deep dives”

Stakeholder Shareholders
groups:

Strategic m&:iFo;d . 2
priorities: igh-performing

business and
markel share
growth

Alliterns for discussion are guided
by, and mapped against, the
Company's strategic priorities which
arc highlighted in the key below.

The Board recognises the importance
of understanding and considering

the views and interests of all the
Company's stakeholders, and Lhis
forms a crucial component of directors’
discussion and decision-making

The icons below highlight the
stakeholders considered and impacted
in each key arca of activily, logether
with an exarmple dermonstrating the
discharge of dulies under Section 172(1)
of the Companics Acl 2006 ("s.1727).

° For more information, sec p32-34
Far nur Section 172(1) slaterment

Colleagues Customers ! Communities Partners
Qcado Clothing & Bunding store International
transilioning to Home on track rotation 5 absorbing Brext
strong capacity for a more oipetine, related costs,
growth post profitable driving exit from but embryonic
pandemic maodel capanle legacy slores global strategy
revecsion ol growth encouraging

GROUP PURPOSE UPDATE Ba

— As the business moved inte the next phase of
transformation, the Board discussed a "North Star”
under which all the Group's activities could be
collectively focused, guided and gatvarised
This took the shape of an updated Group purpose
which was relaunched internally in October.

This reinvigarated articulation of how and why we
serve our stakehaolders has been the overarching
backdrop againsl which all subseguent Board
discussion and decision-raking took place during
the year.

— In shaping the Group purpose, the Board agreed
this shoutd be aspirational, exciting and engaging,
particularly for colleagues The Board emphasised
the need to balance this with language and
concepts which colleagues would find relatable,
and also to ensure the integration of sustainability
as a key strategic pillar. @ & #

— Crucally, directors considered shareholder returns
and agreed the updated purpose should rerman
grounded n commercial reality ¢

STRATEGY AND TRANSFORMATION

— Dunng discussions, the Board and Executive
Comrmittee (ExCo’) explored M&S rich heritage
and our place in the communities we serve with

the help of our M&S Archive. @@ @ & & @

— Feedback was sought from leaders acrass the
business and a wider Talk Straght Survey” invited
the views of all employees. The results iIdentified
clear communication as an area for improvernent,
and as a result, alignment with our wider "People
Plan” and rolleague communication strategy
were key focus areas in the relaunch @) @

ms2 Kl 3

The Board has monitored progress of M52,

the Cornpany's digital and online change
programme, which was launched last year with
the ambition to bring M&S com front and centre
of our business proposition

Decisions and s.172 considerations
— Inreviewing regular updates on MS52's progress,
the Board monitered and encouraged

advancement of growth plans, including
appropriate investment in talent. i @ &

End-to-end supply chain
The Board reviewed regular updates on
moderrising supply chains across Food,
Clothing & Home and International
Decisions and 5.172 considerations

-~ Cuidance was offered on the rolt-out of Vanguarde
and consideration given to the impact of labour
shortages and global delays on our partners, store
colleagues, agency workers and sharehoiders

L 11 21 ]
Rotating the store estate B}

Ensuring the store estate is fit for the future
continued to be a key priority during the year.

Decisions and 5.172 considerations

— Inadadition to reviewing developrnents and visiting
stores, the Board considered how changes in the
community post-Cawd-19 had mpacted plans for
store locations and encouraged management to
focus on store geography during budget planning
L L E 2

Strategic investments [El

CEC and CFO updates included reports on proposed
and n-flight strategic mvestments and acquisitions,
including on Noboay's Chitd, The Sports Edit and
True Capttal Il Fund.

Decisions and 5.172 considerations

— As part of the Brands strategy. the Board
challenged managoement on integration witn
M&S colleagues and culture, long-term returns
For investors, and adding vaiue to the customaer

proposition @@ @ & @
Digital & Data 3 ] ]

The "Digital First™ agenda has remained a focal point
n the transforrnation. The Board has monitored
progress of programres to enhance M3S' utilisation
of data including Sparks, Personalisation at Scale and
BEAM Academy,

Decisions and 5.172 considerations

— The Beard supported investment in the True
Capitat Il Fund to enrich M&S' understanding
of changing custorner prierities, such as
sustamability and convenience, through access
to emerging technolegy. @ 2 & @

— Reviewed and challenged the personalisation
plans inrelation to more focused customer
engagement @£

Plan A Baa

While Plan A metrics are primarily evaluated by

the ESG Commitlee, the Board reviewed progress

against key objectives and considered Plan A

factors throughout Board discussions.

Decisions and s.172 considerations

— The Beard considered and approved the addition
of sustanability metrics in a renewed revolving

credit faciity @ 6 & @

~ A newly overhauled and strengthened governance
process on charity partnerships and donations

was agreed ) B @
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EXECUTIVE UPDATES

Budget and financial performance
HB
Financiat performance was mornitored by the

Board at every meeting, wilh deep dives on financial

results announcements, in-year budget and the

three-year plan.

Decisions and 5.172 considerations

— Management re-forecasts were robustly
scrutinised by the Board, leading to two market
announcements increasing profit cutlook
guidance @ &

— The Board debated the Cormpany's cost base,
particularly in light of macroeconomic factors such
as nflation. Discusmng the mpact on custorners
and partrers in terms of oricing and supply
strategy, it was agreed an emphasis on mnternal
efficency woutd reman vitaL @ @ @5 D @

Balance sheet management

| 2

As the business recovered from Covid, balance

sheet management rernained a critical component
n sustanability of the Company’s parformance,

Decisions and 5.172 considerations

- The Board consigered broad stakeholder support
1N agreeing the new £850rn revolving credit facility,
which was linked to net zero sustainability metrics

L2 22

~— The dectaration of & grnvidend was debated by
the Beard, concluding prioritisation of balance

sheet and debt management dunng 202/22
rermnained in the best interest of shareholders
and thew long-terrn returns. @ @ & &

Invasion of Ukraine

Following the nvasion of Ukraine by Russia,
the Board rapidly engaged in crisis discussions
and closely monitored the unfolding situation

Decisions and 5.172 considerations

~ The Board unanimously agreed that colleague
weifare was the Company's main priority and
encoyraged management’s plans to support
the humanitarian crists. @ § &

- Detailed discussions took place on the challenges
invatved in suspending shipments to the Turkish
franchisee’s Russian business, and continuing to
supply franchise stores in Ukrame. The Board
continué to receive regular updates on how the
conflict 1s impacting our franchise partner,
suppliers, colleagues, chanty partners

and mvestors. @ @@ 0 B @
Brexit and Covid-19 [l H H @A

Oespite the easng of restrictions, the challenges

and opportunities ansing fraom Covid-19, and the
ongong imnpact and managernent of Brexit, rermained
regular topics in the boardroom during 2021/22

Decisions and s.172 considerations

= Deep dive discussions on the markets maost
heavily impacted by Brexit, mindful of the diversity
of customer perceptions The Board agreed ways

CULTURE AND ORGANISATION

w0 best meet customer and community needs,
nstructing that partners with strong locat
knowledge should be sought and local souraing
should be engaged wherever possible,
L 228
-~ Regular updates on Cowvit-19 cases, restnctions
and trading patterns were ronitored across all
markets and sourcing locations The Board
considered colleague welfare and continuity
risks, nstructing a renewat of contingency
ptans for the Castle Domington distribution centre
L 1 1 E=X
Third-party brands &

The Board reviewed brand proposals and received
progress reports on third-party brand performance
against a palanced scorecard, discussing potential
structuring models, with both short-term and
long-term objectives, and how they would support
the M&S “ecosyster”

Decisions and $.172 considerations

- The Board considered how ¢ustorner and brand
partnes propositions should be balanced. In aoing
50, directors reviewed the results of Custormer
Pulse Surveys and agreed the neea to take a
simplified and well-articulated position =0 improve
custormner understanding Agreeing also that a
clear stance would also support brand partners
to curate ther own efferng @ 4@

Risk appetite IF El BT E}

Group-wide risk appetite s set by the Board through a

series of assessments at indmdual business umt level,

foiiowed by collective Board debate. See pages 45

to 46 for further information

Decisions and s5.172 considerations

~ Data-relatea risk was debated, with the Board
coneluding to separate faisks associated with
custormner data versus utiising technology to drive
the digital and data agenda more broadly It was
agreed there would be no risk appetite in the
former category ¢ @ @ 4%

~ The Board agreed that the global context of tne
Clothing & Home supply chain necessitated a separate
sk appetite from that of the Food business {i i @

Business Involvement Group (“BIG”)}

The Chaw of National BIG was invited to several Board
meetings throughaout the year, with two “deep dive™

discussions dedicated to colleague engagement
and feedback

Decisions and s.172 considerations

— Colleague feedback was considered i relation to
pay reviews, the holiday buy programme and the
Save As You Earn share scheme @@ &

— The Beard encouraged the plans to rmodernise
the BIG network and supported agility in
communications between colieagues and
management @

- Inanadaitional session dedicated to the Colleague
Engagement Survey, the Board debated the
tnemes behind the results, supported the delivery
of consequent action nlans, and agreed to focus
on dreving romenturn from an inclusion ano
diversity perspective @i

Talent |G8a

Followng discussion at the Rernuneration Committes,
the Board considered an update on talent acquisition,
development and retention.

LEGAL AND GOVERNANCE

Decisions and 5.172 considerations

- The Board supported the finternzl first” approach
to growing tawent and Improving diversity in the
woriforce. @45

— Changes in both current and potential colleague's
priorities were considered, ncluding wellbeing
and flexibuty @@ 4

myvr NHE

In September 2021, M&S launched a new

sysiern desugned Lo put digital at the heart of

people activities.

Decisions and 5,172 considerations

— The Board reviewed regutar updates leading to
the taunch of MyHR and considered feedback from
tsterung groups of ¢ 300 colleagues to simplify
ana embed the systern @ g

Board evaluation

i.ast year's externai evaluater neld regular sessions

with the Soard, including an al-Board deep dive,

to marnttor and review Board effectiveness, as wel,

25 progress with last years Board action plan.

See page 65 for further information

Decisions and s.172 considerations

— Consideration was given to the Colleague
Engagement Survey results, in line with the Board's
actionto ensure that people and culture are at the
neart of the Company’s transformation. With the
Board agreeing it should focus on development
oF other seror leadership in addition to ExCo @

Board committees

“he princpa. Committee meetings are aligned to
the cadence of the Board calendar, with the Chair
of each Cormnmittee oroviding the Board with their
latest updates and reconmendations for approval

Decisions and 5.172 considerations

— The Board debated the Rermuneration Cammittee
recommendation on an inflationary pay rise
across the Group, considering cast of iving

oressures {5
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Year-end controls and approvals

After g series of briefings o1 planning, and following
review and recommendation from the princrpal
Caramittees the Board considered the year end
approval matrix

Decisions and s.172 considerations

- Detalied sessions on t1e Full Year Resu.ts and
the Annust Reportinclutied ngorous debate and
scrutiny on principal risks, investor returns more
customer-centric messaging, and cormrunicating
colleague recogrition @@ & &
Shareholder analysis and engagement
Tne Board reviewed regular updates on anaysis of
the MBS snare register and reporis on the prionues
of Inszirutional investors and proxy voting agencies

Decisions and s.172 considerations
- Consideration was given to nvestors ncreased
fonus on E3C acnvibes and the Company's

record on plastic was agreed as a “ocus area
for management. @ g

AGM

Updates on planning “or both the practical and
legal aspects of the AGM were reviewed by
the Board, followed by post meeting feedback

Decisions and 5.172 consideratiens

- The Beard reviewed plans to reduce the
norninal vatue of tne Company's shares and
arnenq its Arbicles of Association, and supported
the evolution of the digital formas as 3
methoo demonstrating improved snarehaolder
engagement @

Conflicts of interest

Any potential or actual director confucts of interest

are monitores by the General Counset and Comparny
Secretary and reported to the Board

Decisions and 5.172 considerations

= Anumber of externa! appointments were
considered by the Board, including Evelyn Bourke's
appontment to Adrmiral Group, Frona Dawson's
Kerry Groun deactarshup and Archue Normnaa's role
at Bridgepoint In il nstances, if was agreed there
was no evident confuct @@



BOARD REVIEW

BOARD EFFECTIVENESS REVIEW:

BOARD REVIEW INSIGHTS

After two years ol externa.ly facilitated Board
Effectiveness and Developmenta. Reviews,
conducted by CGurnek Bains of Clobal Fature
Fartners ("GFFT), it was deterrmined this years
review wouid be conducted internally and

led py tne Chairman, Archie Norman, anc
supported by the General Cuunzel & Company
Secretary, Nick Foliand. Last year’s externaly
facilitated Board Review was delaileain aur
2020/21 Annual Report on page 70

IMPACT OF THE 2021/22 BOARD
ACTION PLAN:

The action man resuting from last yoar's revicw
has been a core foundation of tne work
conducted by the Board during this financial
year For example, the level, depth and
frequency of engagement between the Board
and senior executives significantly increased
both formally and informally, including via the
ExCo mentoring programme. This process
clearly built the Board's trust and confidence
in senior management, as it has culminated in
the promotion of twe members of the ExCo
ta tne Board in an executive director capacity,
the appointment of Stuart Machin as CEQ and
Katie Bickerstaffe as Co CEO Eoin Tonge also
had Fis guties increased.

As evidenced in the ESC Commiltee’s Report
an pages 70to 77, tne Comopany has worked
hard on buillding casatility and focus across
the organisatton in relation to ESG This has
included the reset of Plan A, new net zero
ambitions, and the inclusion of sustanability
re.ated performance metrics built inlo the
Company's £850m revolving credit facility

Against the backdrop of Covid 19, our people
responded admirably and the Board has
remained focused on ensuring that the culture
and people agenda 1s at Lhe neart of the
Company's transformation THus year there has
been a greater focus on individual performance
rnonitoring, the Introduction of leadership

and management trainings as wetl as wider
investment in learning and development across
the organisation The Board s hearlened Lhal
after five years, the Company's performance
has produced a Croup-wide bonus, half of
which has becn deferred for three years

and will be awarded In equrty  to further
strengthen the alignment between colleagues
and snarcholders

THE PROCESS

The Board ana Commiltee review tock the form
of a series of structured interviews conducted
internally and lea oy the Chairman, Archie
Norman, and suppertea by the Genera. Counsel
& Company Secretary, N« Follang, witn each
of tne ngn-executive direcrors and ExCo
members. |hese interviews were conaucted
nmaccardance with the principles of the UK
Corporate Covernance Code 2018 and the
supporting Guidance on Boara Effectiveness
Tnese meetings also provided Board memisers
with the opportunity to discuss further themes
thal had ermerged from last year's Board action
plan, as well as addressing Lepics emerging
from sessions held tnis year,

Following tne interviews, a Board revicw reoort
was finalised and circulated to members ana
oecamce a discussion tool for the Board, helping
themto devise the action plan for the year
ahead. The main points highughted are
summansed Delow.

Board performance

- In general, mempers were very positive
about the Board ano now It functions, feeling
Lhal Lhere had been noticeable improvement
following the board review programme in
the previous year. Members agreed that there
15 a good blena of expertise around Lhe table
and a high level of energy.

- The Board felt universally Lhat dialoguac s
open and transparent, and that Steve Rowe
and other ExCo members deserved credit
for this
The executive Board members were
considered to be working well with the
Board, contriouting apenly and
without defensiveness

- Mewer Board members had scttled inwell
and all Board members had devoled Lime
to understanding tne ousiness

Discussing the critical issues and
balancing the agenda

- Board mempbpers agreed that meeting
agendas addressed the most important
1Issues, wit " a good balance and range of
iIssucs discussed

- However, Lhere was a percewved neea for
improvement i the framing of issues for
discussion, a desire for more strategic
discussion, and a desire to close out
returning issues,

- Given the high.evel of Board activity,
Baard members lell thal keeping meeting
schedales tight was a gooa discipline to
force choices and Lo prioritise the agenda.

Getting the best out of Board members

The Board agreed they al had good
opportunitics ta contribute and
that tne expertise around the table 1s
currently appropriate.

- Therewas a hign level of respect for people
around tne table.
Although discussions were somelimes
considerad to be robust, they were also
respectful with a good level of deoate
The level of chailonge to management
was viewed as constructive

- Somelimes discussion felt Lme-constrained,
with members expressing a need to
balance more appropriately covering all
Issues against exarmining them 1n deoth
It was felt there was a tendency amongst
the executive team to present 1ssues already
set out in Board papars, causing some
rminor frustration

Board papers and information

The Baard paoers generally contaned a
comprehensive overview of business
performance The monthly mnanagement
reports especiaily wore open about the
Issues, providing real Insignt into what the
oxecutive were tackling and what their
concerns are,

- However, members agreed that the framing
of options could be impraved, with some
papers presenting a narrative on a subject
and Lhe steps being taken, witnout outlimng
the choices clearly It was fell this sometimes
led to less focused discassion

Chairman

- The Charman received feedback

from all Board morbers an his
perfaormance, as well as on the effectiveness
of Lhe Ceneral Counsel & Company
Secretary, with a particular focus on the
onboarding of new directors, and the

Board invalverment programme

I'ne Board agreed that the Charrman's style
and approach had been aporooriate and
necessary to drive change dunng the critical
first stage of transformation. Members also
agreed that nis style would inevitably evalve
with the leadership changes and with the
differing demands of the next stage

of transformation

Senior Independent Director (*SID”)

- Andy Ha.ford was prased for his role
on the Board, with memupers commenting he
has played an impaortant role in articulating
hard truths, and had been pivotal wilh naw
director onooarding.

- There was an awareness that when Andy
leaves the Board and his role as SID by the
end of 2022, he will be leaving a gap and he
will be hard Lo replace.

2022723 ACTION PLAN:

— Post-pandermic, and with the anticipation
of a new executive leadership team in
place, it has been agreed that it is time ta
revive the Board's informat engagerment
opportunities outside of formal Board
meetings, with breakfasts and dinners,

It was also agreed the Board Involvement
Programme shiould be refreshed, with
the Board expressing a desire to meet in
stores, distrilzuticn centres and at Ocadoe,
to increase the Board's visibility in

the business and to engage fully with a
wide range of colleagues.

— Afteran intense period of Board
involvernent and focus on operationat
issues, the Board's focus should be
re-oriented on strategic issues,
particutarly in the long-term; with
technotogy and M&A activity flagged as
possible areas for discussion The Board
has agreed to consider future trends
on twa or three occasions during the
coming year.

- Akey focus for the Board will be ensuring
that the customer is at the heart of
all that M&S does, with heightened
attention paid to the M&S brand and
consumer behavicur.

~ The Board's composition will continue
to be reviewed, but with particular
ermphasis Lhis year on the identification
of a successor for Andy Halford as
Senior Independent Director, and on
the Audit Commitlee.
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GOVERNANCE

NOMINATION COMMITTEE REPORT

« THE COMMITTEE’S ACTIVITIES WERE
FOCUSED ON EMBEDDING THE NEWLY
BALANCED BOARD AND PREPARING FOR

THE EXECUTIVE TRANSITION. 9y

Arehie Noman, Chaic of the Nomination Commitiee

REVIEW OF THE YEAR Firms. Togelher, we reviewed the Board valuable during this next stage of our
and Executive Commiitec’s balance transformation, in “Shaping the Future”,
of skills, experience and knowledge Thesec appointments also bring female

and considered the business immediate representalion in Lhe Company's |
and longer-term requirements In presenta © pany

! . ;
recognition of the progress made most senior executive to 33%, and to

under the current leadership team, as 45% overall at Lbe Boqrq, supporting
the Committec’s ambition to surpass

Following 2 period of non-oxecutive
director changes, the Committee’s
activities in 2021/22 were focused on
ermbedding the newly balanced Board
and preparing for executive succession

Since the oulbreak of Covid-19, the pace well as the recent period of boardroom .
of our transformation nas increased changes, \he Cormmitiee agreed that mternal and external diversity targets
significantly. To support this escalation the continutty and stability provided

with the appropriate skills and expericnce, by this new exccutive trio would be
we have seen a number of non-exccutive
director appointments over the last two

years. As such, the Committee focused COMMITTEE ROLE AND MEMBERSHIP
on oversight of a thorough induction for
Fiona Dawson in the early part of this year. The Nomynatlon Comrittee Is responsible The Committee compriscs the non-executive
for ensuring the composition and structure directors and 1s chaired by Archie Norrnan
As the year progressed, attention turned of the Board remains effective, balanced and Indwidual meeting at tendance and changes
to the talent pipeline and in particular, optimally suiled to the Company's strategic to membership are displayed in the below
oxecutive succession planning As prioritics, In practice this involves overseging table. More information on the skills and
announced on 10 March 2022, and as the nomination, induction, evaluation expenence of all Committes mempbers
and orderly succession of directors. can be found on pages 60 to 61,

e outlined in my Governance Qvarview

on pages 56 to 57, this has culminated fhe Committee alsc ensures the Groug's The Committee's performance was reviewed
in the appointment of Stuart Machin governance facitlates the appointment as part of the 2021/22 internal Board Review,
- T and development of effective management which is covered on page 65
as CEO and Katie Bickerstaffe as that can deliver shareholder vatue over the B2y
Co-CEO on 25 May 2022, followmg long term. The Futl Terms of Reference The review established that the Cornmitiee ‘
Steve Rowe standing down as CEQ for the Commuttee can be found at functions well In terms of planning succession

marksandspencer.com/thecompany. to Board roles and other semor posifons.

In addition te ther current activities, Stuart

will be responsible for the day-to-day MEETINGS HELD IN 2021/22

leadership of the business and Executive

Committee, also taking on responsibitity Number of Maximum

for HR and Corporate Communications Member since meetings attended  possible maetings

Katie witl have a particular focus on Archie Norman 1 Sep 2017 7 7 7

driving the global omni-channel, digital Evelyn Bourke 1 Lab 2021 ' ) T

and data future for the business Andrew Fisher 1 Dec 2018 R 7 '7 7

The Board's cxecutive directors will Andy Halford 1 dan 2013 7 7

cotnt'f:ue tLo includedEo(;ntTogge, wggsoo Tamara Ingram 1 Jun 2020 R T

role has also expanded to Croup e T T T T T T e s e
; Justin K 1

& Cnief Strategy Officer Eoims new JustinKing 0 MWem20d & 7

rosponsibiities involve an enhanced role Sapna Soed 1 Jun 2020 R A

In leading the future development of Non-executive directors who served on the Committee for part of 202122 o

the business and oversight of Plan A Fiona Dawson 25 May 2021 1 )

In making these executive changes, * Unable to joindue to pror business commitments

the Committee appainted and worked
with an independent executive search
firrn, which is a signatory (o the Voluntary
Code of Conduct for Executive Search

More information on the Nomination Committee is available in our
full disclosure of compliance with the UK Carporate Governance Code at
marksandspencer.com/thecompany

66 Marks and Spencer Group ple



DIRECTOR TENURE CEO SUCCESSION PROCESS

In January 2022, Andy Halford reached
nine years of service on our Board,

In light of the Committee’s most recent activities, we have taken the opportunity to provide
aninsight inte our approach to succession and induction of our new CEC and Co-CEQ.

Last year, the Commiltee reported The process s designed to ensure the appointment of our executive directors is strategic,
that Andy remained independent, and orderly and comprehensive. Since the new executives have been part of the business for a
would provide a key point of stability number of years, their inductions are primarity focused on providing a robust understanding
during 2021/22. In light of the executive of their new responsibilities as statutory directors of a premium listed compary, Howewver, both
changes made at the start of 2022/23, Katie and Stuart will undertake some deep dive introductions to areas of the business not

the Committee has agreed Andy's previously under their remit.

skills and cxperience remain vital to the
Board's composition during this period
of transition. The Committoe has also
discussed his independence in depth
and, in agreement with the internal Board

Identify and develop

Succession planning

Review {see page 65), we have established The talent pipeline for all senior The candidates in the pipeline are

that Andy remains independent in roles is prepared, identifying the mentored by members of the

both characler and judgement. He emeargency cover, medium-term Committee. In particular, those 9

has no other significant links to the {1-3 years) and longer-term identified for mediurn- or longer-term S

Company and continues to make an (3-5 years) candidates who meet plans are provided with training and 2

effective and valuable contribution, current business needs. This includes support to aid the Company’s ability z
consideration of whether arole can to promote internal candidates, in line o

In line with our succession plans already be filled internally, or whether with the Board Diversity Policy.

in place, Andy steps down as Chair of the external search is reguired.

Audit Cormnmittee on 7 June, with Evelyn
Bourke replacing him. Andy will remain

a mermber of the Audit Committee and
our Senior Independent Director until he
lcaves the Board by the end of 2022

Appoint Review

TALENT MANAGEMENT Having considered the requirements Review of the .succession plans for
of the business, it was agreed that the most senior roles takes place

Fouowimg Lthe Change from the ODQratimg bath Stuart and Katie WOULd be peflodscalty. Immediatety following

Cornmittee Inlo the Executive Committee recornmended for appointment to notification of an incumbsent director’s

(ExCo™ in 2020, cach Nomnation thg Board-a_s CI;O and Co-CEQ, with upcoming departqrg, pLar\s are

Cormmittee mermber became a mentor Eain remaining in place ;o cc_amptete considered am‘d scrutinised m—depth

, i the executive leadership trig, and by the Commitiee and an executive

to amember of the ExCo. This guidance with the General Counsel & Company search firm, taking into account

has continued and developed during <4 Secretary tasked with the Formalities the prospective CEQ's expertise,

the year, with particular focus on leadership style, and the current

broader HR and talent management. composition of the Board. This

. . . includes both an assessment

Discussions arcund the contribution of of interpersonal dynamics and

talent management to the Company’s a skills matrix reflective of the

transformation have principally taken one on page 68.

place at the Board and Remuneration

Committee The Committee supports

the stronger governance controls

and improved succession planning

which has been taking place.

Last year, our review processes focused

on senior leaders. In 2021/22 the review

and development of our most senior The final step is to provide the new directors with a comprehensive

individuals progressed, in addition to ?nduct?om. Some of the activities included in Stuart and Katie's

new arrangements for the acquisition, inductions have beer

assessment and nurture of talont - Board procedures and - Business area deep dives

throughout the entire organisation, Leam dynamics (Clothing & Home, Food, Stores

) — Listea company matters and & Property, Bank & Services,

The Committee acknowicdges the corporate governance Digita. & Data, Plan A}

important role growing talent internally . Directors dutics _ Store visits, including

plays in M&S’ diversity amiitions, aligning o renawal stores

wilh the Board's own diversity policy, - aC:c;pr:;Lg ffaﬁmun‘cat'o”s . Supply chain depet visit

which encourages directors to contribute .g . Customer services centre visit

to the development of a diverse range - Shareholder and investor v i o

of future leaders. Internally promoting retations analysis and briefing - Castle Donington distribution

talent in our CEQ succession is, we believe, - External Auditor introduction centre vist

an imporiant demonstration of our - National BIG introduction

commitrment to talent development.
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GOVERNANCE

NOMINATION COMMITTEE REPORT
CONTINUED

Badanced leadership

BOARD

Evidencing effectiveness

Throughout 2020/21 and until the publication of last
year's report, the Company took steps to ensure, in line
with our Board Piversity Policy {the "Policy”), that Board
appointments contributed to our Group-wide ambition
of driving inclusion and diversity ("1&D7) Consolidating
the improving trendlune, 2021/22 then focused on
embedding our newest non-executive directors and
harnessing the value of an effective boardroom
dynamic. As airector diversity increased, so too did the
freguency of the IBRD agenda as 3 consideration acrogs
many topics at Board level. In addition, the Board
Evalustion establshed the Board as continuing to Figures as at publication date
dernonstrate effective debate and decisiorn-making,

a key outcome the Policy seeks to produce.

Non~-
executive
director
gender
identity

Executive
director Board
gender ethnicity
identity

All Board
genadler
identity

@ Fernale (45%) @ Fernale (50%) & Female (33%}) & Ethnic
® Male (55%) ® Male (30%) @ Male (67%) minonty (9%)
& \White (91%)

Shaping the future

It 1s our belief, supported by external evidence, that a Board which Is diverse in gender, ethnic and social background correlates with a wealth and
diversity of skill, expenence ang perspective shared in the boardroom, The Board skilis ana expernence matrx below dernonstrates ths bedef.
The matrix 15 regularly reviewed to ensure it meets current business needs and was an essential tool in the CEQ succession process, The ongaing
consideration of the competencies highlighted in the matrix ang, crucialy, its alignment with our strategic oricrities, has alse ensured the Board
is fully equipped to drive the naxt stage of the transfarnation

Skills and H: Wy Oy Mz Hg D:y By Oz @iz Wi WMy Wi
experience B: B> H: B: B? B.: B: B: H:: B;t H: =3
H3 : BH; H: HB: @B: B H: B:< H:; H: B:ii

A g : B: Bz BE: B: B°; B:¢ A: B:-

g ? i BT B 3 a; [5 B

E] @ 2 2 0 ga

8 ° & Eg 25

@ =1 3

Archie Norman

Steve R“owe

Eoin Tc:nge

Andy Halford

Andrew Fisher__:___w

Tamara Ingram
Evelyn Bourke
Fiona Dawson

JustinKing
Sapna Sood

StuartMachin __  C
Katie Bickerstaffe 0

Nick Folland

Q Newly appointed O Qurgoing Cereral Counsel & Company Secretary

Strategic priorities:

MES Food high-performing business Clothing & Home on track for 2 more international absorbing Brext
and rmarket share growth profitable model capable of growth related costs, bul embryonic
. y lobal strategy encoura
Ocado transitioning to strong capacty Buraing store rotation pipeling, owpa @ ureang
growth past pangeric reversion driving exit from legacy stores
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Expanding goals

In 2020, we met botn our Internal target set out
i the Policy and the external target laid out in
the FISE Women Leaders Review (formoerly the
Hamplon-Alexander Review), ensuring a 33%
fernale Board. Towards the end of last year, we
surpasscd Lhese goals with the appointment s
of Evelyn Bourke and Fiona Dawson Since then,
we have expanued stupe and, In recognition of

tne different roles of non-executive and

executive directors, we have also achieved a
33% fernale excecutive population. In addition,
we are fully cormpliant with 1he Parker Review's
target to appoint at least one Board mermocr
from an ethnic minorily background However,
the Boara recognises the importance of all
forms of diversity and remains committed to
striving for fhrther orogress in tnis space

EXECUTIVE COMMITTEE

FTSE Women Leaders Review

Target [ ___ S ]
Mes R

Target 33% fernale Roard

Parker Review

Target [ .
M&S

Target Cne Board memboer trom aneThnle iy
background by 2027

Wider leadership

As reported above, the improved gender diversity of
our executive directors has been a positive outcome

of the CEO succession. Separately, the balance of
individuats reporting into ExCo members who iden
as fernale has also seen improverment this year In

recogrition of the importance of the talent pipeling,

we have also outiined the ethnic diversity of senior
leadership below ExCo level for the first time. We
are pleased to report that our senior leadership I1s
representative of the wider arganisation, of which

~,

ExCo ExCo direct
. gender reports
tify identity gender

identity

® Fernale {14%)
® Male {86%)

® Female (46%)
® Male (54%)

12% are from ethnic minority backgrounds. However,

we remain committed to enhancing the quality
of the talent pipeline while driving change.

More detail on diversity in the wider organisation
can e found on page 27,

\

ExCo
ethnicity

ExCo
direct

reports
ethnicity

@ Ethnic
minonty (14%)
& \White (86%)

® Ethnic
rninority (14%)
® White (86%)

Skills and M7 B M7 B By B3 D27 W2 (M3 m:o{M? (M:S
experience H: B: H: H; HB: H:: B: B, {H:; (@35 B A
g 3. 4
|3 i H: H; H: B:; BH* H: (B:2Hsi HZ [Haz
B, g : B He @Bs: B HBY zEssi@s [Ha:
2 Hy B S @B B} B::{B° @2
i 8 H ; ) g3
3 & 53 ~3
E
Steve Rowe e 2. .8 . S . U - = S
Eoin Tonge N - . ] [ ] N . ‘ . L ) .7
Stuart Machin ® L] L] [ ] [ ] o [ ] ®
Katie Bickerstaffe ® | ] ® o ® [ ] L ]
Richard Price L [ ] [ ] . L ] L
Paul Friston ® [ ] [ ] ® [ ] [ ]
Sacha Berendji » ® ® ® ® ® [ ] |

O Newly apponted  © Outgoing

OUR COMMITMENT

Cur objective of driving the benefits -
of a diverse Board, senior management

tearn and wider workforce is underpinnea

by the Policy, which can oe viewed on our

corporate website at marksandspencer.com/
thecompany

In agdition to tne above menticned -
commitments to promote genaer diversity,

ethnic aversity and succession planning,

the Policy covers otner inclusion intiatives

taking place within the Company wnich arc
sponsored and endorsed by Lhe Board.

During the year, these have included
Aresel, incwding badget alwcation, for the
seven employee-led networks on gender,
etnnicily, sexual ortentation (LCBTQ+), -
and disabilities and health conditions

Continued involvernent in the 30% Club,

an organisalion cornmittea to Increasing
ferna.e representation on UK boards through
develooing our junior leaders Tnis year,
opoorturity Lo join was cxtended to all
ander-represented groups

The Marxs & Start programme, which
continues to support young people, the
nomeless, lone parents and thosc with
disabilibies in finding work at M85

The Kickstart Scherme, through wnich M&S
provides six month erployment contracts
and helps to develop skills in 16 24 ycar
oldgs on Universal Credit who are at nisk of
long-lerm unemploynent

Continued active involverment in key
campaigns including LGBTQ Pride

celebrations, International Wornen's Day,
Black Histary Mcenth, National Inclusion Weex,
Mental Health Awareness Week and World
International Day of Disability, raising
awareness and our profile as aninclusive
olace to wark

— Added our first LGBTG« charity partnership
to Sparks for cur customers ana colleagaes
to support AKT, a chanty supporting LGBTQ+
young people aged 16 25 inthe UK who are
facing or expenencing homelessness or
living 1in a hostile environment

- Continued to drive and improve mandalory
1&0 traiming across the business, with a
particular focus on line managers.

© Reaa more in our Sustanabilily Report
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GCOVERNANCE

ESG COMMITTEE REPORT

INTRODUCTION

Last year, we established our
Environmental, Social & Covernance
("ESC™ Cornmitiee to provide the busmoess
with rigour, support and challenge on
ESG matters. Throughout the course of
2021/22, our prionly has bcen the
reinvigoration of Plan A — our multi-year
sustainability programme — ensuring

our leadership paesition 1s upheld and
sustainability remains at the very heart of
ME&S’ customer proposition This report
outlines our activities in supporl of this
aim, and how we have discharged the
rosponsibilities delegated to the
Committec by the Board.

COMMITTEE ROLE AND MEMBERSHIP

Doing the nght thing by our planet, people
and the places we serve, is a value that has
been core to M&S' culture since its inception.
In recognition of this, the Committec and

I would lke to thank Steve Rowe for his
consistent leadership in this regard He

has ensured {his year, a5 a standing
attendec, thatl this was forefront of the
Commitlees minds, and in turn confirmed
sustanability, in particular climate change,
as a key strategic pitlar in the Company’s
pUrpase as it moves through the next
stage of its transformation

In linc with the Intention we set Last
year, the Committec has reviewed the
sustainability strategies of each of

The Comrrittee is responsible for ensuring
that the Company has an ESG strategy
(*Plan A") that is both inspiring and
differentiates M&S from its cormpetitors,
while alse remaining fil for purpose.

The Committee will also review the
effectiveness of Plan A, including the
governance arrangements for ensuring
the successful delivery of the strategy
and menitonng its overall performance.
In zddition, tne Committee agvises the
Audit Committee on ESG-related risks,
ncluding climate-related issues

MEETINGS HELD IN 2021/22

The fult Terms of Reference for
the Committee can be found at
marksandspencercom/thecompany.

The Committee comprises Tarmara Ingram

as Char and Sapna Soaa, with Archie Norman,
Steve Rowe, Eoin Tonge and Nick Folland
standing attendees at Committee meetings
Indaidual meeting attengance is displayed in
the tab.e below More information on the skilis
and exoerience of Committee members can
be found on pages 60 to 61,

Number of Maximum

Member since meetings attended  possible meetings

Tamara lngram 16 Dec 2020 ] S 3
Sapna Sood 16 Dec 2020 - s T T e
By standing invite -
Archie Norman T N/A ﬁi__; & {__i—

Steve Rowe N/A o 5 5
Evin Tonge NfA 7:7 ; 6 &

Nick Folland N/A 6 &
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CCOUR PRIORITY HAS BEEN ENSURING
SUSTAINABILITY REMAINS AT THE HEART
OF M&S’ CUSTOMER PROPOSITION. 5y :

Tamasa Ingram, (hais of the: Envirormentad,
Srciad & Governance Committes

the Group’s accountable businesses,
challenging management to ensuro
they arc relevant to all stakeholders.

This culminated in our reset of Plan A
with a singular focus; Lo cut our carbon
footprint by one-third by 2025 and to
become a nel zero business by 2040, We
have developed a multi-stakoholder plan
spanning customaers, colleagues and
sunpliers to deliver on this target

Important progress has been made
with our Plan A reset, which included the
returm of our iconic “Lock behind the
Label” campaign to engage customers
in the stories bohind our responsibly
sourced, everyday products, from coffee
Lo cotton We have also introduced new
propoesitions including cur partnership
with Hirestreel (the clothung hiring
business), and our Sparking Change
Challenge encouraging customers o
live more sustainably by reducing food
waste and exploring more plant-based
protein. Bringing customers along on
our sustainability journey is and witl
increasingly become vital; to ensure,
alongside our own sustainability afforts,
we arc positively influencing the
sustainability of our wider community
This approach will be necessary for

us o achieve our Scope 3 net zaro
emissions targets

The Cormmitlee has been conscious
this yvear that unless we hold ourselves
accountable against our acticns plars
and Largets, our cfforts to reset Plan A
will ultimately become futile, Embedding
sustamability throughout the business,
ensuring all decisions arc aligned to
Plan A, strengthening our governance
to manage climate-related rnisks and
opportumties, and monitoring progress
with our net zoro target, have all
therofore been key areas of focus for
the Committee



We recognise we must never be
complacent The world is unpredictable,
complex and changing fast. As a
consequence, the Committee will
continue Lo challenge the business
proactively 1o tackle relevant
sustainability topics, climate-related
risks and opportunitics, respond to
stakeholder expectations, and ensure
the business has appropnate controls in
place Lo meet our Plan A largets.

WHAT WAS ON THE COMMITTEE'S
AGENDA 2021722

The Committee’s time during the year
was devoted to the following interlocking
key areas of focus:

— Strategy
— Embedding
- Controls

Strategy

The Cormmmiltee received updates from
Lhe Execulive Committee ("ExCo™) on

Lhe sustainabilily strategies for the Food,
Clothing & Home and International
businesses, as well as the common
themes across the Group on climate
change, community, huran rights and
ethical trading. ExCo and scnior leadership
were challenged to develop Lhese
strategies with a focus on key cuslomer
concerns, our market position on
sustainability and upcorming regulatory
issues. These reviews concludoed with the
reset of Flan A, under a unifying Group
commitment to be a net zero business
(including Scope 3) by 2040 As aninterirm
but meaningful step, we have alsc made a
public commitment to cut our carbon
footerint by ocne-third by 2025 and the
teams across the business have been
tasked with developing operational

plans Lo deliver against this.

The Committee was also presented
with “‘deep dives” on the following areas,
to aid its thinking and development of
sustainabilily objectives:

— Customer insights on sustainability
concerns and perception of M&S'
sustainability performance

M&S' market position on sustainability

Climale change.,

Armimal welfare,

Plastics.

— Community invesirment.

Embedding

The Commiltee has emphasised during
the year the importance of uealing and
embedding a sustainability culture within
the business, to ensure all decision-
making is aligned with Plan A objectives.

As such, and te promote the alignment

of Plan A with investment and financing
decisions, the Committee reviewed,
advised on and supported the proposal to
link a new £850m revolving credit facility
to the delivery of net zero targets. Further
detail can be found on page 74

The Cornmitiec also considered
aligning collcague mindset with

Plan A by incorporaling sustainability
objectives in performance-related pay,
recommending that the Remuneration
Committee investigate this further.
More information is given on page 76.

Controls

In addition to reviewing and adwvising

the Audit Committee on ESG risks and
opportunities {further detall on page 76),
the Cormnmittee has challenged the
business to improve its controls on
ESG-related reporting and Plan A
progress. At the Committee’s direction
to enhance accountability, the business
now compiles and tracks progress

with metrics spanning all ESC activities.
Progress with the net zero roadmap 15
also overseen via a new Plan A (Net Zero)
Steering Group, providing the Comrmitlec
with assurance that progress is
consistently monitored.

Outside In - Rolling programme

The Committee has been keen Lo hear
from as many significant voices in the
sustainability world as possible. As such,
it has heard from a host of external
speakers and will continue this practice
in the coming year

~ CEO of a leading consumer goods
pbusiness, on embedding sustainability
through controls and culture, and the
market’s response

— Chief Sustainability Officer of a
global fashion cornpany, on the
importance of innovation, supplier
relationships, transparency through
global supply chains, and changing
consurmer sentiment.

— A scientific adviser on animal welfare,
farming subsidies, agncultural
automation, and labour shortages

ESG COMMITTEE
EFFECTIVENESS REVIEW

The Cortmillee’s performance wos
reviewed as part of the 2021/22 internal
Board Evaluation, which is covered on
page 65. The Committee also proactively
discussed its own effectiveness and
progress againsl objectives inits first
full year of operation.

The review found that the Committee
was considered to be operating well The
frequency of meetings, while more often
than the Board's other sub-committees,
was not considered overly onerous given
the need to maintain momenturn will
the Committee’s objectives. It is felt that
having the Cocmmittee meet frequently
and providing leadership is having a
positive and galvanising effect on the
business while we are trying tc embed
susiainability more deeply.

The level of challenge provided by
the Committee to management was
deemed appropriale, and Comrmittee
members also felt the quality of input
from external guest speakers was
valuable The Committee agreed that
a key focus for next year would be
enhancing customer communication
of our Plan A practices.

2022/23 action plan:

- Demonstrate visible change to
customers and colleaguces aigned to
our Plan A objectives, on cusiomaor
focus points such as carrier bags,
hangers and plastic packaging.

— Agree strategies for sustainability focus
areas, including on Community, Circular
Fashion and Low Impact Farming

— Review our existing strategies
on Human Rights, Health and
Animal Welfare.

-~ Monitor delivery against our net
zero targets, ensuring accountable
businesses have targels integrated
into their threa-year plans.

— Strengthen ESGC skilts and talent
across the business.
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GOVERNANCE

ESG COMMITTEE REPORT

CONTINUED

Task Force on Climate-related Fnanciad Discloswres report

INTRODUCTION

This report sets out our climate-related financial disclosures, which M&S believas demanstrate our alignment to the Task Ferce on Clirmate-related
Financial Disclosures ("TCFDT) recommendations. For ease, an index table of page references for our TCFD-aligned disclosures can be found on page 77
Marks and Spencer Group plc has complied with the reguirements of LR 9.8 8R by mcluding climate-related financial disclosures consistent with the TCFD
recommendations and recommended disclosures Further detailed information can be found in our Sustainability Report, a supplement to our Annual
Report which enables the Group to provide miore detaited and comprehensive reporting of our climate strategy and orogress against our Plan A metngs in
alignment with the TCFD recommendations and recommended disclosures The Sustainability Report was published on 7 June 2022 and 15 avaitable at
corporate.marksandspencer.com/fsustainabilityreport2022.

1s set out below

2021/2022 Actions

Inour report lasl year, we set out the actions required for us to oisclose fully against

Update

all TCHD recommendations Our progress against this plan

Publish the delivery roadmap to
underpin our new net zero ambition
with clear targets across each of
the three scopes

Contlnue to track our performance
against the baseline,

Conduct scenarlo analysi

Publish the climate-related risks
and opportunities over the short,
medium and long term.

This aisc

In Septemper we relaunched our Plan A sustainability orogramme, supported by a detaned
roadman when identifies the immediate protty areas £hat we Fmust folds on now as wo rmake
our fourney lowarads net zero

Our Scopc 1 ana 2 grecnhouse gas EmLSSlO s cor\tmuc Lo be trac&ed n Lme \mm Lhe
Greennouse Gas Protocol ana can be found an page 75 1his year we nave chosen to aisclose
Qur SCODE 3 Crssians, recog'\\gmg that our abilily £o track Scone 2 emussions ¢ still very
Umited due Lo the complexity of measdrerent. Improverment 1 Scone 3 emissions
measurement has oeengentificd as a clear mabLer to dehvermg our st'ateoy

Wc have qndcriakcﬂ scenano dnalys‘c on Lrree (Gy arcas of our busmess - Prorem Cotfon and
Propert

- se0 page 74

suro art\(.utates now we have consnoerod Me clmatc re. a ed rmks and opoortumhes
we face, over the short (<3 years), mediam (310 years). and 1ong term (=10 years)

STRATEGY AND RISK MANAGEMENT

Sirce 1ts launch n 2007 Plan A, our
sustainaburty programrne, has underpinned
the resilience of our organisation's strategy,
ensuring that we are managing tne
environmental and ethical risks and
oppariunities we face as a business, including
climate-related issues. In September 2021,
our Executive Committee and the Board's ESG
Committee reset Plan A to focus exclusively
an our new Group goal of being a net zero
ousiness by 2040, Integrating this ambition
into our core strategic planning processes,
budgeting and commercial strategy Led by
the CEO, aver tne caurse of 2021 the Executive
Committee reviewea and upaated the
sustanabilty strategles of the Graup and
accountable businesses, Anindependent
expert réeview was commussioned to dentify
tne most materia. sustainability 1ssues for our
DusSINess and assess our performance relative
to comopetitors This review highlighted the
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importance of climate change as an 1ssue
for multiple stakeheolders and for the M&S
pusiness over the short, medium and long
term, and led to the inclusion of climate
change as a standalone ermerging risk in tast
year's Annual Report. Qur response to TCFD
last year expiored this emerging risk and
identified the need to better understang
the transttional and physical risks and
opportunities we face as a business.

As we have further developed our
undestanding of our clirnaie-related risks
and opportunities, we have moved climate
change frorn an ernerging risk and have
disclosed "Climate change ana eavironmental
responsmitity” as an evolution of the previcusly
disclosed "Socral, ethical and environmental
responsibility” principal sk ko emphasise the
importance of climate-related 1ssues, ana
acknowledge our short term requirement

to deliver rapia decarbonisation oy 2025

In une with the identification of this prncipal
risk, each of our accountable businesses and
key functional areas have considered risks
relating Lo climate change, and more broadly
the delivery of our net zero commitment, as
part of the Group risk management process.
This has allowed the businesses to consider
how climate-reated issues may impact their
strategy both in the short term and beyona,
and therefore to imp'ement the required
controls to manage these

Furiher integration of cumate change into
OuJr risk Management process, as a principal
15K, Nas increased the visioility of how the
businesses are decarponising their activifies.
This approacn has also provided broader
oversight through the risk reviews taking place
at busmess leadershup and executive team
evel, as well as to the Auait Commuttee
through Group risk reporting. More
information on our risk management process
can be found on page 45, which includes

the consideration of climate-related risks.



TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

Climate risks and opportunities

The below table provides a high-level summary of the risks and opportunities we have identified over the short, mediurm and long term across the
business, and the potential iImpacts these could have,

Policy and regulatory
landscape

Owo

increase costs of key commeodities in our supply chain

Current and future policies and regulations could impact the financial performance of our business and affect our ability
to trade. Governments, Including the UK's, are expected to inlroduce carbon pricing mechanisms to cut emissions in
line with targets set oul in the Paris Agreement Poticies that control the production and use of raw materials could

Technological
changes

®0O

To arhieve the targets set out in the Paris Agreement, new technologles will be required o support o low carben
future. A number of these technological changes could also be driven by regulation. For M&S, these could include the
reguirement to move away from internat combustion engine vehicles and to move to low-carbon refrigeration systermns.

Changing coensumer
preferences

10

Qur continued success as a business is reliant on our ability to adapt and meet the changing expectations and needs
of our customers. As public awareness of climate change grows, consumers are seeking more sustainable product
choices, embracing plant-based alternatives, and choosing reusable packaging options.

Impact of extreme
weather on raw
material supply chain

O

We are reliant on raw materisls as ingredients in our food and fibres in our clothing and home products. Extreme weather
and the effects of changing temperature and precipitation can impact the growth of raw materials such as cottonand
produce. Any impact in supply could ncrease the cost of raw materials.

Risk key @ Short term @ Medium term @ Long term

Building cn these risks and opportunities, we
believe it is highly likely that factors such as
the cost of carbon and sustainable consumer
choice will become the norm. It 1s therefore
imperative that we act now to be ahead of the
curve and manage the impact of these risks
and opportunities, so we can deliver long-
term, sustainable, profitable growth for our
investors, colleagues and wider communities,
and avoid material financial risk in the future.

Our agreed Group goal, developed In response
to the long term climate-related regulatory
pressures we face, is to be a net zero business
across our entire supply chain and products by
2040, 10 years ahead of the UK Government’s
strategy To support this, we have set a
medum-term target (2030), aligned to the
Paris Agreement.

OUR ROADMAP TOWARDS NET

PLAN A

To be on track to meet this Larget, we know
that rapid decarbonisation of cur entire
business is essentiat to ensure we mitigate
medium-term risks such as carben pricing In
high emissions activities. In the short term, we
have set ourselves an interim goal of reducing
armissions by alrmost 2 million tonnes by 2025
and have set out a detailed roadmap outlining
the imrmediate priorities we will focus on as we
make our journey towards net zero.

ZERO

Eumw&%m&%anM15

TEN IMMEDIATE PRIORITY AREAS FOR TRANSFORMATION

Reduced waste and cmicsions

s
~TN
203 ol
Eand
Zero emissions property

Deliver amore efficent
stare estate

by 2030

Reduce food waste
- 100% of edible surptus to
be redistributed by 2073
- Food waste reduced by 50%

Suppliers and business
parthers on net zero journey
Looking beyond our own
operations to spark change and
SUpport decarborising across our
full vatue chain.

Change driven in collaboration with supplier pretrers, dabepwldons and customers

& &
Zero deforestation
- 100% of soy to be sourced
from venified deforeztation and
conversion-free regions by 202526 vegetarian products by 2024,
- 100% segregated responsibly
sawrced palm ol by 202576

Increasing the range
of plant-based protein
Double the sales of vegan and

2

Reduce and recycle
packaging
- 100% of packaging to
be recyclable by 2024
- 30% reduction in valume
of plastic food packaging
by 2027

OUR BASELINE

5.7m tonnes

of carbon emitted in 201617

B

Zero emissions transport
Mowving to low-carbon logistcs
with recuced dependency on
diezet and increased use of new
rechnalegies and cleaner fuels
Cortributing to cross-industry
acbion throughn collaboration

34% reduction

in carbon emissions
wersus our baseline

o2 @

Low-impact farming
We support aur farmers to
enable thern 10 grow low caron,
respensible food, use fewer
pesticides, erthance rherr soi,
protect natural resources and
driva minouation

2020

TARCET

55% reduction

in carbon emissions
versus our baseline

Circular economy
Enhanoing our ciothes
recycling scheme with

rew incentives for

Sparks merrbers

2025

TARGET

Net zero

across our
owh business.

&

Sustainable sourcing
100% venified recyclec
polyaster by 2025/26

2040

TARCET

Net zero

across entire
value chain
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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

The 10 worksirearns identified in our roadrmap trusted supplier partners, and downstream (o owr three-year financial planning process by,

towards ret zero cover emissions reductions in

incentivise changes in customer behaviour
our property estate and logistics network, as thanks (o the unigque relationships we have.
well as sourcing lower mpact raw materials for
aur proddcts and engaging suppliers and

business partners to reduce emissions from

To support our net zero ambition, we are
resel ing owr Mvestrhent approach 1o ensure

for example, iIncluding the camtal expenditure
required to manage the impact of our
climate-related nisks in our operations and the
profid impact from climate-linked products
and services, As part of our broader financial

Plant A sits at the very centre of investment
decisions We have begun to integrale the
climate-related risks and opportunities into

strategy, we have atso taunched our first
sustainability-nked loan facilty.

their own operations. As an own brand refailer,
we are uniquely positioned to influence
upstream to effect change with owr

£850m Sustainabifi
linked loan facility

In December, we agreed a now £850m Revolving Credit Facility, directly hinked to the aelvery of net
zero Largets. Under e terms of our new faciaty, whicn will run Lo June 2026, we wil. benefit from a
tower Inlerest rate for aelvery against four metnes Lhat deliberatewy focus on malenal errussions
hotspots aligning (o our roadmap towards nat zerp, and areas of cuslomer concern These cover 2oro
aeforestation, sustanaole fibre sourcing, Dackaging reauction and reducing our Broperty emissions
We have engaged Deloitte to undertake an ISAE 3000/3407 bmited assurance engagernaent In raspect
of M&5 reported infermation augned to the metrics asscciated with our Revowing Credit Faciity

You can read more {rom our Group Treasurer on our corporate wepsite' corporate marksandspencer,

com/stories/blog/driving-net-zero-with-our-first-sustainability-linked-loan-facility

Quantitative scenario analysis

We are clear on the importance of
understanding climate risks and opportunities
over the short, medium and teng term.
Recognieing climate -related risks and
opportunities s an emerging area but critical
1ssue, we complimented our existing risk
management process outlined on page 45
with a pespoke scenario analysis to assess
potential implications of climate related

risks in the medium term

2030 reflects a medium-term timefrarne for
climate risks and opportunities to emerge,
whilst also allowing for the integration of risk
managernent into our business planning
cycles. We chose a narrow scope for aur
quantitative scenaro analysis, focusing on
animal protein, cotton and UK property. These
areas were sewected following a rmatenatity
assessment which considered toth the
potential climate-related impact and the
impact an financial performance to M&S,
whilst ensuring fair and balanced reporting
across the accountable businesses.

Exposure was determined ased on
percentage of profit, percentage of total
consumption and total emissions. Qur analysis
looked at the impact of two plausible future
states - average global temperature increases
of 1.5°C and 4°C due to climate change by
2100 The transition and physica. ris<s
identified are outlined in the table on page 75
(lmpact in 2030).

tor the purpose of this risk assessment and
anawsis, we have assumed that M&S' business
activities remain static, that we do not innovate
or mitigate the impacts or change our
sourcing strategy, ana inCreases in Costs are
absorbed by M&S, This 15 a worst-case scenario
approach, focusing an the risk exposure In
these greas Our finantial rmodeiing has not
included quantitative analysis of opoortunities,
however, these are consioered aualitatively

N our mMitigating strategies
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What doee a 1.5°( scenanio ook like?

Avow-carbon transttion scenario (known as transibion risk) focuses on the rapid poucy,
regulatory, technological and market changes thal will be reauired by 2030 to restrict
amissions (o a lovel wiweh brits glooal warming te 15°C. Examiples of the types of cnanges
nclude the appiication of carbon pricing schemes in botn advancea ana emerging
ecanomies fo reduct emissions across varous seciors, and an INgreasing awareness

witmin sotiety on climate ¢hange resuiling na change in bfestyle crioices ana natats

Based onthe camate risks ana opoortunilies outlinea on page 73, we nave dentified the
cxpected introdaction of caroon pricing mechanisms to cut enissions in line with targots set
aJdbin the Pans Agreement as the greatest nisk we face in the medium term This s aso a
transibion nsk 1hat 1s saitatzo tor guantilative scenano anawysis, as we nave guantfiacie gara
which is linked to detalled measures set out by the UK Climate Cnange Committee required
to deliver UK emissions net zero oy 2050 We nave tnerefore focused our scenano analysis on
the impacl of a carpon tax on the three scope areas

What dves o 4 soenanio ook like?

The physical cimate impact scenarno (known as pRysical risk) assumes umited Doy or
regulatory support far emission reduchion leading Lo 3 world witn increasng physical climate
change imoacts the scenano snowcases a future wora wnere there are gradua., chronic
changes 1N temperature and precipilation pattens, as wel, as mare frequent and intense
extremne weathor events

We nave undertakon Our scenano anayss o0 tne foLowing -5« areas, {ocusmg o0 the most
matenal ris<s forwnich cumate aata from creaible soarces is availan.e

= Cnronic chimate cnange - cnanges v temperatdre ana orecioitation

~ Extrome wealher events - flooos, arougnts, heatwaves and co.d waves

Whilst it is clear that the impact of risks
undera 15°C and 4°C scenarnio could nappen
sirultaneousty, for the purposes of aur
scenang analysis we have assumed them to
be mutually exclusive This year we have
chosen to gisciose our impact gualtatvely.
Mowving farwara, we want to expand our
auantrtabive scenario analysis to other areas
of tne business, and consiaer longer-term
ROTZoNs to hetp us continue to oulld a better
picture of the climate-related risks and
opportunities facing MAS.

As we expand our scenario analysis to
develop a more detailed understanaing

of the financiat nsk on our business, we will
share the auantitative imoact
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To ensure the resilience of our organisational strategy across these different climate-related scenarios, our plans for mitigabion highlighted in our
guantitative scenario analysis are integrated within Plan A and delivered via our roadmap workstreams (see page 73} The outcomes af the scenario
analysis were then embedded in the risk registers of our various businesses, via the risk owners. Qur mitigating strategies outlined on the right-hand
side of the table below are four of the 10 workstreams identified in the roadmap. More details of the ongoing progress within these warkstreams can

be found in our Sustainability Report under the relevant headings.

Impact in 2030

Transition risk
{1.5°C scenario)

Business
area

Scope

Physical risk
(4°C scenario}*

Impact of climate risks on our
organisation’s financial performance

Net Zero Workstream mitigating

strategies to ensure resilience

In 2030, the hignest financial risk arises
from madelled transition risk, not modelied
physical risk.”

Uk and lreland Carbon tax
sourced beef, onagricultural
lamb, pork, emissions (to
chicken and the farm-gale)
turkey products

Protein

Extreme weather
events and
chronic clmate
change impact
on agricultural
production

Beef has the largest cost impact due
to the high carbon emissions associated
with its production

® &o

Low-impact farming -
to reduce agricultural
emissions

JFONVYNHIAOD

Increasing our range

of plant-based protemn -
to encourage plant-based
diets for our customers

Carbon tax on
agricultural
[sead to
farrm-gate) and
rmanufacturing

Cotton Globally
sourced

raw material
used in our

clothing

Extreme weather
events and
chronic clmate
change impact
on agriculturat

Cost impacts from manufacturing
emissicns are higher than agriculturat
emissions, as manufacturing is a more
carbon intensive process. The financial
exposure is greatest on cotton sourced

K&

Working with supplrer

and business partners on

net zero Journey —
Sustainaile Apparel Coalition
—to support partners to

{ali steps production and manufactured in india and China, reduce emissions In
in cotton due to our reliance on cotton products manufacturing
production) from these countries.
emissions
T I8 4V UK Property  Carbon tax on Flood risk : Zero emissions property —

Estate Scope 1 and 2

ermssions

The financial impact may manifest itselfin - 3L
an increased cost of compliance. .@\ Qur Scope 1 and 2
greenhouse gas emissions
- to reduce Scope 1

and 2 ermissions

*  Financial exposure from physical risk analysis to 20301s low and therefore not considered as part of the rmitigating strategies outlined sbove. Moving forward we will consider

longer-term horizons when assessing physical risks.

METRICS AND TARGETS

Qur net zero ambtion builds on our absolute
science-based target, aligned to the UN
ambition to limit global warming to 1.5°C.
Behind this ambition s a roadmap with

clear milestones.

— 2025 target - 34% reduction in carbon
emissions versus our baseling’,

— 2030 target - 55% reduction in carbon
emissions versus our baseline

-~ 2035 target - Net zero across our own
business.

— 2040 target — Net zero across our entire
valde supply chain.

To achieve these targets, our roadmap
includes 10 key workstreams cutlining the
immediate pricrities we will focus on as we
make on our journey towards net zero. These
workstreams are at differing levels of maturity.
Those more mature workstrearns have targets
(see roadmap on page 73} with associated
metrics to measure performance. The
remaining workstreams have mare formative
goals Performance against these metrics, and
updates on the remaining workstreams can be
found in our Sustainability Report under the
relevant headings.
1. Our baselneis 5 7 millon tonnes of carbon emitted
In 2016/2017

CGreenhouse gas emissions

Qur Scope 1 and 2 carbon emissions, reported in line with the Creenhouse Gas Protocol are
outlined in the chart below. These are assured by DNV Business Assurance Services UK Limited -
more information can be found in the Sustainability Report Independent Assurance Statement.

M&S operational emissions {Scope 1 and 2)'
700,000

Base year for our net zero

600,500 ]
reset required by SBTi"

500,500 o
400,000
306500
200,000

106060

a
Ongina!
Basolne™ 1

2012 2013 2014 2015 2016 2017 2018 2019 2020

2021

2022

s s e e = | Qyar performance snapshot o e s e
® Location based @ Market based

* PFlea:ze note,naccoroance with CHC protocol guidelings, and nthe absence of approprate rerewable sourcing in
Zur 2015-16 reporting year and prior, our locabion-based emissions were equal to rmarket-based ermiss ons
Sign Ficant reductions in market-based performance in 2017 is primanly due to the procurement of renewable
ciecncy Al figuies reprosent scope 1 ard 2 data onty oo as Lo prasent a fair and bke-fon-like trend for comparison

** Our or'ginal baselire was 2006/07 This has been used consistently as our basetne year in arnual Plan A
performance reports Following the reset of Plan A our base year 1s now #016/17 This s used for our Science
Based Target submission and will be used For our submisgions to the Carbon Disclosure Froject (CCF)
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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

METRICS AND TARGETS CONTINUED

& Operations
@ Franchise
® Investments

Integrating sustainability

metrics in remuneration

During the year, the £5C Committee
recornmended the Inclusion of a sustainability-
related metric into performance share

“l * Sourcing
& Manufactring
‘ ® Packaging
Scope 3
emissions
2016/2017
5.5 million

tonnes COe

in addition 1o Scope 1 and 2 emissions, we

have chosen fo disclose the Scope 3 emissions
that form the basis of our stience-based target
Moving forward, ihis baseune will be used to
track the ermissions reduction that form our
rapid decarbonisation ptan te reauce our
footprint by 34% oy 2025

plan awards should be investigated. The
Rernuneration Committee considereo thus,
instructing a review of feasibility with input
from our remuneraticn advisers, PwC,

on the market posibion. More information
on the outcome of this is provided in the

Remuneration Committee Report on page 88

Streamlined energy and carbon reporting
Energy and transport fuel consumed

Greenhouse gas (“GHG") emissions

Last year This year Last year
This year 2020/21 2021/22 (DOQ 2020721
202522 {CWh) Gy % Change tonnes) (OOD tonmesy” % Change
UK Operations - AL 1072 g%  Drecterussions(Scopel 4 187 TE
International Operations 15 18 35% o which UK&ROI L 1L L.
Group 1,157 1,091 6% Indirect emissions from
purchased electricity (Scope 2) 140 141 1%
" Energy consurnption (CWh) for 2020771 has been re-stated to account fora - ) T e e e ——
histoncat reporting error that has been dentified, concerning repsrted ere gy from o_f__wﬂ‘EhHUwKE“un e _Jz{ PR ng __“_;6:%
dieset fuel Consumphion of diesel fuel has been reported accurately in litres, with Tatal gross location-based
fuel cards being used to collect data Aconversion factor used to calculate energy thod S 142
{OWh) from fuel consurnprion {litres) has previously been appled incorrectly, and ss metho : che *
such, the energy reported tast year has been re-stated. The conversion factor used GHG emissions 31_4 298 5%
to calculate greenhause gas ermissions (HCO e} frorn diesel fued consumprion flitres) of which UK & RO 296 oag 4%
was appued correctly and reported as such . - Jn e -
In 2021722 operations were not impacted by national lockdowns in G:"c tntfe{ns‘ty per 1,000 sq ft 1 . 6%
the way they had beenin 2020/21 As a result, energy and fuel ot salesfoor A 5
consumption increased this year, as comparad to the previous year, by Procured renewable energy \24 o 3%
8%, returning to similar levels of consumption as seen in 2019/20 (+4%). Total gross market-based
Location-based Scope 1 and 2 greenhouse gas emissions have gone method Scope 142
up in line with the increase 1n energy consumption, but also reflecting a GHG emissions 190 177 7%
rred increas L fr refrigerant leakage, as Mo EnanGE T T s T e e e
reported increase in emissions irom refrigera €axkage, as Mmamntena, of which UK & ROH: 172 165 5%

of refrigerant systerms and top-ups resurned this year following
Covid-related disrupbion tast year Market-based Scope 1 and 2
emissions have increased Dy a smalier amount, due to a greater perticn

** GHG emissions (000 tCO, e} for 2020/2! nave been restated to account for the
Marherwell warehouse coming inta M&S' boundary of aperational controlin 2021/22,
since operations began at the site during 2020

of electricity being purchased via a green tanff Measures taken to

improve energy efficiency throughout this vear have included the
instaltation of LED tighting in our International division, introduchion
of ISC 50001 In our Clothing and Home warehouses and improved

metering in UK and RO| properties,
COVERNANCE

The Board has ulbimate responsibility for poth
nisk management and ESC matters, inctuding
those risks and opportunities related to
cumate change. Responsibilities in relation
Lo ESC matters are discharged to the ESG
Cormmittee. Responsibilities in relation to risk
management are discnarged to the Audit
Committee Board members are on both of
these Committees. The CEO is accountable
far the delivery of the Company’s ESG
programme ncluding climate change.
Climate change and tne delivery of our net
zero goal are 4 strategic pnority as cutbined
in the ESG Committee Report (page 70}

Executive accountability for overseeing

the structure of the Group's overall risk
rmanagernent framework sis with the CFO,
supported by the Croup Risk team. At a
management level, the leadershio teams of

/6 Marks and Spencer Group plc

tne business areas (Food, Clothing & Home,
intermabional, Relan & Property and Bank &
Services) are responsible for their business' risk
register, and for managing and resourcing
mitigating actvities

ESG nsks, incluaing those climate cnange
risks wentified via our TCFD scenario analysis,
are considered as part of the business' risk
register. The kxecutive Committee members
are indivic ually responsible for reviewing and
confirming risks in tnerr own areas, with the
execJtive directors reviewing the entirety of
the principal risks at tne haif year and year
end, providing the Auait Cormmitiee with
assurance that significant risks are
appropriately monitored and managed.

As requrred by tne UK Corporate Covernance
Code, the Audit Commuttee s tasked with

ensurng tne effectiveness of the risk
rmanagerent process, as wel as confirming
that the principal risks and uncertainties of
the business are appropriately saaressed

The Audit Committae review the principal risks
twice a year, of wnich ctimate cnange ana
emvironmenta. responsibility is one. fn addition
ta this, as part of our governance and
non-financia, control arrangerments, the ESG
Committee have oversight of our climate
change and environmental responsigiaty
principal nsk and continue to support the risk
management process oy reviewing and
providing tne Audit Committee with
recommendations on a:l ESC-related risks,
ncluding climate change Further detais on
the Croup's overall risk management orocess
ana governance are avallable on page 45



TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

Foliowing confirmation of aur Group goal, we our General Counsel & Company Secretary, suitable considerations are included within

set up a Plan A {Net Zero) Steering Croup to who are responsible for Plan A The Group the financial planning cycle. The Steering
mobilise action across the business in line with reets bi-monthiy to drive progress along our Croup updates the ESG Committee,

the roadmap towards net zero. roadmap and workstreams, ensuring that a sub-committee of the Board, on a quarterly
This Steering Group s formed of business targets are delivered to milti_gate our climate basis on progress against our net zero targets.
representatives across the leadership team FISKS, srl\ctud\ng thqse identified in our scenario

and sponsored by the CFO and Nick Follang, analysis. The Steering Croup also ensures

Board - Ultimate responsibility for both Risk Management and ESG matters,
including those risks and opportunities related to climate change.

FONVYNEIAOD

Audit Committee - ESG Committee

— Responsibile for ensuring the elfectiveness of the — Responsible for ensuring the Company’s ESG stralegy
risk management process, and confirming that the rermnains fit for purpose, and plans are in place and
principal risks and uncertainties of the business are reported on
appropriately addressed — Aavises the Audit Commiltee on ESG-related risks and

— Reviews the orincipal risiks twice a year, of which opportunities, Including climate-related 1ssues.

climate change and envircnmental responsibility 1s one,

Executive Committee

— The CEQ s accountable for the delivery of the Company's ESG programme including climale change.

- The Executive Committec members are individually responsible for reviewing and confirming risks in tneir own areas,
Including elimate risks

Plan A (Net Zero) Steering Group

Group Risk Manjagement

— Responsible for implemenling Lhe Croup sk management — Responsible for driving pragress along aur Net Zero

process, through which the business manages climate- Workstreams, which mitigate our climate risks.

related nsks. - Updates Lhe ESG Committec on a quarterly basis on
— See nisk management process and governance Overview progress aganst targets

01 page 45. — Ensures nel zero strategy considerations are included

within financial planning cycles

Business and Functional Leadership Teams

£
~ Responsibie for their business' risk register, and for ~
managing and resourcing rmiligaling actrties INDEX
— Responsible for ensuring climate-relaled risks are Section (as per TCFD
considered as part of the business' risk register. recommendations)  Page
la Page 76 and 77
1b Page 76 and 77
2a ~_Page 73,74 and 75
ACTIONS WE WILL TAKE IN 2022/23 2k Page 73, 74 and 75
- . ) - . , 2c Page 72, 74 and 75
3a Page 72
b Page 72 {Risk Management
Section - page 45)
3c Page 72 {Risk Management
B Section - page 45)
4a Page 75 and 76
Sustainability Report
ab Page 75 and 76
4c Page 73, 75 and 76

Annual Report & Financial Statements 2022 77



GOVERNANCE

AUDIT COMMITTEE REPORT

INTRODUCTION

As Chair of the Audit Commiltee

(tthe “Cormmittee™), L am pleased Lo present
my ninth and final report These pages
cutline how the Cornmittee discharged
the responsibilities delogated to it by

the Board over the couyrse of the year
ended 2 April 2022, and the key topics

it considered in doing so.

During the year, the Committec’s core
duties remained unchanged and the
usual cadence of activitios retaling o
risk, assurance and internal controts
remained in place, While many immediate
chatlenges arising from Covid-19 and
Brexit had domunated the prior year, the
backdrop of this year continued to be
charactensed by change and uncertainty
In particular, navigating the risks
associated with macroeconomic factors
were key components of discussion in
cvery area of the business, including the
Russian invasion of Ukraine in the latter
part of the financial year. Dctail on our
rsk mitigating activities can be found on
pages 49 to 54

The Commitlee continued its work to
strengthen non-financiat controls and
governance arrangements including
updaling and improving policics, metrics
and assurance procasses to ensure
compliance with our Code of Conduct;
refreshing accountabilities of the
Financial Services Compliance Momitoring
Committee Lo cnhance oversight of
duties relating Lo &S Bank and Services,
and driving progress with business unit
level improvements to risk reporting

and monitering

78 Marks and Spencer Group plc

The Commitice fulflis a vital rele in

the Company’s governance frarmework,
providing valuable independent challenge
and oversight across all financial reporting
and internat control procedures
Ullimately, it ensures our shareholders’
interests are protected, the Company's
accelerated transformation is supported
and long-term value is croatod.

As referenced in the Chairman's Overview
and the Nomination Commitlee Reparl,

| have sorved as a non-executive direclor
of M&S and charred this Commitiee

for nine years | am therefore stepping
down as Chair of the Commiltee on

COMMITTEE MEMBERSHIP

« THIS YEAR CONTINUED TO BE
CHARACTERISED BY CHANGE AND
UNCERTAINTY. NAVIGATING THE RISKS
ASSOCIATED WITH MACROECONOMIC
FACTORS WERE KEY COMPONENTS

OF DISCUSSION, »

Andy, tatford, Chaie of the Audit Commitive

7 June and, having ensured a smooth
transttion, will retire from the Board and
as a Commitlee member by the end

of 2022

Evelyn Bourke will take over as Chair of
the Audit Committee, bringing a wealth of
knowledge from a variety of financial and
risk-related leadership roles, including at
the Bank of Ireland, Admiral and AJ Bell.
eave the Comimittee in good hands

INDEPENDENCE AND EXPERIENCE

The Cormmittee solely comprises independent
non-executive directors. Detailed information
o the experience, aualfications and skillsats

of all Committee members can be found

on pages 60 to 61

MEETINGS HELD IN 2021/22

The Board has confirmed that it s satisfied al! '
Cormmittee members possess an appropriate
level of independence and relevant finanoiat
and commercial experience across various
industries, mcluding the retail sector.

The Board has also confirmed that it is
satisfied both Andy Halford and Evelyn
Bourke possess recent and relevant
financial experience.

The Committee held five meetings during the
year, with mempers of senior management
invited to attend and Lo present as and when
specialist techmcal knowledge was required.
The Committee met without managernent
present before a number of meelings It also
met privately with the lead audi partners,
and separately with the Head of Internal
Auott & Rick, after a number of meatings.

it is important for the Committee Charr to
understand fully any topics of concern to
faciltate meaningful dialogue during
Committee meetings.

Member since

To support him i fulfilling this role during
the year, Andy Halford met regularly, ona
one-fo-one basis, with the CES and CFG,
the Director of Group Finance, the Head of
Internal Auait & Risk, members of senior
management and {ne lead audht partner
from Deloitte

More information about the Audit
Committee is available in our full
disclosure of cempliance with the
UK Corporate Governance Code at
marksandspencercom/thecempany.

Number of
meetings attended

Maximum
possible meetings

Evelyn Bourke 1 Feb 2021 ) 5 5
Andy Halford 1 Jan 2013 3 5 5
Justin King A Nov 2019 5 5




WHAT WAS ON THE COMMITTEE’S AGENDA IN 2021/22

CORE DUTIES

The Committee undertock the foliowing core
activities during the year:

— Monitored the integrity of the annual and
interim financial staterments and any format
announcerments relating to the Company's
financial performance, with a focus on
reviewing the significant financial reporting
policies and judgements within them.

— Reviewed internal controts and risk
management processes particularty in the
context of challenges posed by Covid-19
and Brexit

— Reviewed the Board's approach to assessing
the Company's long-term viability.

— Debated and agreed cnanges to the
principatl risks.

— Maintained the relationship with the
external auditor, including monitering
their Independence and effectiveness.

— Reviewed the effectiveness of the
Company's whistleblowing, fraud, gifts
and haspitality procedures.

~ Reviewed and approved the Company's
statement of comptiance with the Groceries
Suppty Code of Practice ("GSCOP").

— Assessed whether the Annual Report,
taken as a whole, was fair, balanced and
understandable.

— Reviewed the effectiveness and
independence of the Internal Audit &
Risk function,

— Reviewed relevant financial and climate-
related scenano analysis, identfying
future climate risks and opportunities
with the support of the Environmental,
Sacial & Covernance {"ESG"} Committee,
for the purpase cf aligning with the
recommendations from the Task Force on
Climate-related Financial Disclosures ("TCFD’).

INTERNAL CONTROLS FRAMEWORK

The Committee received updates on intermnal
controt matters from the Internal Audit team
at each meeting, as part of its key duty
toreview the Company’s internal controt
processes. This regutar menitoring of the
internal control framework ensured timety
identification of 1ssues and formal tracking of
remediation plans.

Instances where the effectiveness of internal
controls were deemed Lo De insufficient
were discussed during the year, either by the
Audit Committee or the full Board, and the
resulting improvernent plans were monitored
by the Cormmittee

In particular, the Committee debated M&S
response and approach o the BEIS white
paper on restonng trust in audit and corporate
governance. Whilst our gap analysis indicated
the business would be in a strong position

to comply with each of the potential
requirements, it was agreed that steps shoulg
be taken to strengthen the Cormpany's
internal control environment, regardless of the
outcome of the BEIS proposals. The progress
of the Control Strategy delivery plan was

then monitored by the Cammittee,

Risk and control updates

in Line with the Croup Risk Policy, our
accountable businesses and key functions
remain responsible for managing and reporting
their risks, as well as mamntaining their internal
control erwironment, The out put of these
activities is reviewed by the Audit Committee
through annual updates provided directly by
managerment, and summarised below.

External audit

The Committee also noted the internal control
findings highlighted inthe externat auditor’s
report and confirmed that it is satisfied there
is no material misstaterment and that relevant
actions are being taken to resolve any control
matters raised.

MANAGEMENT UPDATES

The Committee received detaited updates
from cne or more business areas at each of its
meetings. Each update included a review of
the risk register, noting progress made to
implement key mitigating actions, emerging
risks being monitered and outstanding actions
frarn Internal Audit reviews completed.
Management has also confirmed how It
continues Lo maintain key control and
assurance activities. These presentations are
scheduled con a rolling 12-month basis, with
additienal matters identified by Internal Audit
added throughout the year as they arise.

Retail, Property and
Business Continuity

~ Evaluated the plans te rotate the store
estate, considering risks relating to
inflaticnary pressures on renawal costs,
sustainability factors, and the potential
need to expand human resources to
rmaintain and accelerate pace. The
accounting treatment of the store
programme was also debated and agreed
with the external auditors.

— Monitored results and agreed actions from
business continuity exercises and assurance
reviews which had taken place globally.
Assessment areas included disaster
recovery plans at distribubion centres and
the rmanufacturing and sourcing model

Clothing & Home

— Evaluated the risks arising from delivery of
Plan A commitments in light of the scale
and complexity of the net zero challenge,
and risks arising from the introduction of
third-party brands. Considered and agreed
controls to manage these and other
changes, including creation of a new
Fmance role.

— Discussed post-Covid customer behaviour
and uncertainties ansing from inflationary
pressures in raw material, labour and frerght.

— Monitored compliance in the supply
chain with emphasis on modern slavery,
child labour, chemicals and product
safety regulations, including a return to
n-persen audits.

Food

~ Reviewed and assessed risks relating to
Ccado Retall, from the launch of new
procucts on the platform through to
financial and strategic impacts of the
joint venture.

~ Considered GSCOP compliance, agreed on
addianal training for suppliers and monitored
the supply chain transformation risk

— Discussed and agreed stronger contrals
and process adherence in food product
development and food safety.

International

— Monitored risks arising from
macroecenamic conditions, including
delivering growth in pricrity rmarkets,
end-to-end supply chain and brand
Investment by franchise partners

— Evaluated the mitigating actions presented
by management against Brexit and differing
responses to Covid-19 in local jurisdictions.

Bank & Services

— Consigered the regutatory responsihilities
and risks associated with having commercial
partners operating under the M&S brand.

— Examined updates frarm the Financial
Services Compliance Menitoring
Committee, including an annual review
of the framework and accountabilities.

Digital & Data

- Discussed risk appetite and ethics around
data use,

— Assessed cyber security risk and instigated
areview af existing insurance policies. Later
in the year, the Committee evaluated the
potential security impact of the invasion of
Ukraine and reviewed actions to manage the
increased threat.

— Monitored the technology transfarmation and
discussed key areas of risk including available
tatert resource, quarterly investment
assessments, cloud migration and compliance
with payment data standards.

HR

-~ Cansigered the launch of the MyHR
systemn and recommended a project
implementation review with regards to
colleague onboarding, particularly during
the Company's peak-trading period,
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GOVERNANCE

AUDIT COMMITTEE REPORT

CONTINUED

AUDIT COMMITTEE EFFECTIVENESS REVIEW

The Committee’s performance was
reviowed as part of the 2021/22 internally
facilitated Board Evaluation, which is
covered on page 65

The review found that the Committee
functions effectively, with strong
leadership from Andy Halford. Issues are
deall with in a thoughtful, clear and
rnigorous manner. Feedback on the level
of challenge and quality of updates
provided by the Committee to the
Board was positive,

The Committee was considered Lo be
operating well in terrms of meeting
structure. There is an awareness and
acceptance that the demands on
members Lime are significant but
necessary The remit and duties of the
Commuttec were considered carrect,
particularly with its expanded oversight of
risk, with a greater focus on non-financiat
controls and cyboer threat, both of which
are only cxpocted to increase The range
of assurance provided tc the Board by the

Committec was decmed apprepriate, and
its interactions with the ESG Committce
were considered to be working well £ was
agreed maore work was required to tackle
business actions, structural issues, and
topics that frequently reappear on the
Commudleg’s agonda.

The Committee made good progress on
the 2021/22 action plan, particularly in
relation to increasing the focus on
technology, with risk reporting and
compliance moniloring becoming
cmbedded into the business in a2 more
robust way. The Company’s business units
are becorning more accountable for risk
managerment, bul further work is requircd
in this area to continue Lo iImMprove

2022723 ACTION PLAN:

— Support the transition of the
Cormnrritiee Charr, and retated
Committee composiion,

— Prepare for the next external audit
tender, and Partner rotation the
following year

— Review the effectiveness of the Internal
Audit function and its activities.

— Continue review of the Group's controls
framework as well as moniloring the
impbications of the BEIS Restoring Trust
In Audit and Corporate Covernance
reforms when they are published

— Continue to push the accountability
agenda for risk reporting at a business
unit tevel.

— Continue to agsess whatl improvements
arc required in the Company's
information security, systems and
technology.

— Drive and encourage management Lo
tackte structural or reoccurring risk and
55U areas.

FAIR, BALANCED AND UNDERSTANDABLE

At the request of the Board, the
Committee has considercd whether,

in its opinicn, the 2022 Annual Report &
Financial Statements are fair, balanced
and understandable, and whether they
provide the information necessary for
shareholders to assess the Group's
position and performance, business
rmodet and stralegy

The structure of the Annual Report.
focuses strongly on the key strategic
messages n the Strategwc Report, it was
therefore important for the Committee
Lo ensure thest mossagoes are farly
summarised and ead to the overall
transparcncy of the disclosures made
throughout the report. which it knows
stakeholders hind useful, and that the
messages presented by the business are
both clear and reflective of the Company
as a whole

The Cormmittee receved a full draft of
the report and provided feadback onit,
hightiahting the areas that would benefit
from further clanty The draft report
was then amended Lo incorporate this
feedback ahead of final approval

When forming its opinion, the Committee
reflected on the information it had
recewed andits discussions

throughout the year. in particular,

the Committice considered:
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IS THE REPORT FAIR?

— 15 the whole story presented and has
any sensitive material been omitied
that should have been included?

— Is the narrative in the reporting on tho
business performance in the front of
the report consistent with that used
for the financial reporting in the
financial statements?

— Arc the key messages in the narrative
reflected m the financial reporting?

~ Are the KPIs disclosed at an appropriate
level based on the financial reporting?

IS THE REPORT BALANCED?

— Is there a good level of consistency
between the narrative reporting in
the front and the financizl reporting
n the back of the report; and does
the messaging presented within each
part rermain consistent when cne s
read independently of the other?

— Is the Annual Report properly
considered a document for
shareholders?

~ Are the statutory and adjusted
measures explained clearly with
appropriate prorminence?

— Are the key judgements referred
to in the narralive reporting and the
significant 1ssues reported in this
Audit Cormmitice Report consistent
with the disclosures of key estimation
uncertainties and critical judgements
s¢t out in the financial staterments?

— How do the sigrmificant 1ssues entified
compare with the risks that Deloitte
plans to include n its report?

IS THE REPORT UNDERSTANDABLE?

— Is there a clear and understandahle
framework to the report?

— Are the important messages
highlighted appropriately throughaout
the document?

— Is the layvout clear with good Linkage
throughout in a manner that reflects
the whole story?

CONCLUSION

Following its review, the Committee
was of the opinion that the 2022
Annual Report & Financial Statements
are representative of the year

and present a fair, balanced and
understandable overview, providing
the necessary information for
shareholders to assess the Group’s
position, performance, business model
and strategy.



SIGNIFICANT ISSUES

The Audit Committee has assessed
whether suitable accounting policies
have been adopted and whether
management has made appropriate
judgements and estimates.

Throughout the year, the Finance team
has worked to ensure that the business

18 Lransparent and provides the required
level of disclosure regarding significant
issues considered by the Committee in
retation Lo the financial statements, as well
as how these 1ssues weore addressed, while
being mindful of matters that may boe
business-sensitive

This section cutlines the main areas of
judgement that have been considered by
the Committee to ensure that appropriate
rigour has been applied All accounting
policies can be found in note 1 to the
financial statements. Where further
information is provided in the naotes to the
financial statements, we have included the
note reference.

Each of the arcas of judgement has
been identified as an area of focus and
therefore the Commitiee has also
received detalled reporting on these
matters from Deloite

PRESENTATION OF THE
FINANCIAL STATEMENTS

The Committee gave consideration to the
presentation of the financial statements
and, in particular, the use of alternative
performance measures and the
presentation of adjusting items in
accordance with the Group accounting
policy. This policy states that adjustments
are only madc Lo reported profit before
tax where income and charges are
significant in value and/for nature. The
Committee received detaled reports from
management outlining the jJudgements
applied in relation to the disclosure of
adjusting items In the current year,
managerment has included in this
category. the implementation and
exccution of strategic programmes;
directly attributable gains resutting from
the Covid-19 pandemic, imparrments,
impairment revorsals and write-offs of
the carrying value of stores and other
property charges, Ccado Retail Limited
related charges, the reduction in M&S
Bank charges incurred in relation to the
insurance mis-selling provision; and
franchise restructuring charges

° Seenote 5 on pl43

PROPERTY MATTERS (INCLUDING
ASSET WRITE-OFFS, ONEROUS
LEASE CHARGCES AND USEFUL
ECONOMIC LIVES)

The Committee has considered the
assessments made in relation to the
accounting associated with the Croup's
UK store estate strategy The Committce
received detailed reports from
management cutlining the accounting
treatrment of the relevant charges and
reversals, including impairment,
acceleraled depreciation, dilapidations,
redundancy and onerous lease costs
(including void periods). The Committee
has reviewed the basis for the key
assurnptions used in the estimation of
chargesfreversals (mosl notably in relation
to the costs associaled with property exit/
sub-let costs, the sale proceeds expected
to be recovered on oxit, where relevant,
and the cash flows Lo be generated by
each cash-generating unit in the period to
closure) The Committee has challenged
managernent and is satisfied that the
assumptions made are agpropriate.

The Committee is alsc satisfied that
appropriate costs and asscciated
provisions have been recognised in

the current financial year

o See notes 1,5, 15 and 22 on p120, pl43,
0159 and 175 respectively

IMPAIRMENT OF GOODWILL,
BRANDS, AND TANGIBLE AND
INTANGIBLE ASSETS

The Committee has considered the
assessments made in relation to the
impairment and impairment reversals

of goodwill, brands, and tangible and
intangible fixed assets, including tand

and buildings, store assets and software
asscls, The Committee received detaited
reports frorn management outlining the
treatrment of impairments and reversals,
valuation methodology, the basis for

key assumplions {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 Lhese are appropriate.

The Committee has alse understood the
sensitivity analysis used by management
in its review of impairments and reversals,
including consideration of the specific
sensitivity disclosures inthe retevant
notes. in addition, the business plans
delalling management's expectations of
future performance of the business are
Board-approved. The Committee is
satisfied that appropriate impairments

and reversals of Langible and intangible
assets have been recognised,

@ Seeonotes 1,5, 14and 15 on p130, 0143
and p157-159 respectively.

INVENTORY VALUATION
AND PROVISIONING

As a direct result of the restrictions on
non-essential retail imposed inresponse
to the Covid-19 pandemic, the Group's
abitity to sell through existing Clothing &
Home stock was deemed {o be
significantly impacted, and additional
Clothing & Home inventory provisioning
was required at the end of 2019/20.
However, strong trade has allowed the
Croup to continue to sell much higher
volumes of stock than assumed versus
the Covid-19 scenario on which the
provision was created. As aresult and
supported by the vaccines and removal
of Covid-18 restrictions, a net credit has
bcen recorded. After taking inte account
this release, the Covid-related inventory
provisions recorded in the 2018/20
financial staterments have now been
fully released and inventory provisioning
melhodology has returned to
pre-pandemic methodology.

Incremental provisions remain in place
only in relation to the provision against
excess slow-moving personal proleclive
eqguipment, committed ta during the peak
of the first Covid-19 lockdown and
incurred directly in response to the
Covid-19 pandemic,

The Committee considered the Croup's
current provisioning policy, the impact
of expected fulure expectations of
setl-through impacting the recoverability
of the cost of inventories held at the
balance sheet date and the nature and
condition of current inventory. When
calculating inventory provisions, the
Croup has considered the nature and
condition of inventory, as well as applying
assumptions around fulure trade, The
Committee has concluded that such are
appropriate. The assumptions have been
disclosed in the financial statements.

@ Seenotes ) and 5 on p130anc p143
respectively
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COVERNANCE

AUDIT COMMITTEE REPORT

CONTINUED

SICNHFICANT ISSUES CONTINUED

GOING CONCERN AND
VIABILITY STATEMENT

The Committee has reviewed the Group's
assessment of viability over a period
greater than 12 months In assessing
vigbiity, the Commirttec has considered
the Croup's position presented in the
approved budget and three-year plan

In the context of the current challenging
cnviranment as a result of Cavid-19, the
unfolding humanitarian crisis following the
nwvasion of Ukraineg, a severe but, plausible
downside scenario was applicd to the
plan. This included assumptions such as a
sustained cconomic recession, increased
costs and an inability for ithe Group to
execute the transformation plan. The
Cormmittee has concluded that these
assumptions are appropriate.

The Committee has also roviewed the
Group's reverse stress test that was
applied to the model. The Commiltee

has reviewed this with management

and is satisfied that this is appropriate in
supporbing the Group as a Going Congern.,

In aadition, the Committec recenved
regular updates on the steps taken by
management regarding liquidity, including
the successful rencgotiation of its
revolving credit facility, which is set {o run
until June 2025, and replaces the facility
which was due to mature in April 2023

The Commitieo is satisfied that these
measures have reduced liquidity risk.

& secnote 1 0npizn

RETIREMENT BENEFITS

Following the significant increasc in the
PeNSION surplus during the year, the
Committee has reviewed the actuarial
assurnplions, such as discount rate,
inflation rate, expected returr of scheme
assets and mortality, which deterrmine
the pension cost and the UK defined
benefit scherne valuation, and has
concluded that they are appropnate.
The assumptions have been disclosed
N the financiat statements

° See nole 11 01 pl4g
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REVENUE RECOGNITION N
RELATION TO REFUNDS, GIFT
CARDS AND LOYALTY SCHEMES

Revenue accruals for sales ralurns and
deferred income in relation to loyalty
scherne redemptions and gift card and
credit voucher redemptions are estimated
hased on histarical returms ang
redemptions. The Committee has
considered the basis of these accruals,
along with the analysis of historical returns
and redermption rates and has agreed with
the judgements reached by management

€ Secnote 1900 pli63

SUPPLIER INCOME

The Cornmuties s satisfied that this
continues to be monitored closely by
manageaement and controls are in place
to ensure appropriate recognition in the
correct penod The financial statements
inctude specific disclosures in relation to
the accounting policy and of the effect
of supplicr income on certain balance
sheet accounts,

@ Secnote ) onpl30

VALUATION OF MARKS AND
SPENCER GROUP PLC COMPANY
ONLY INVESTMENT

Marks and Spencer Group ple holds
mvestments in Croup companies whch
are reviewed annually for impairment.
Managerment has prepared an impairment
review based on estimated value in use
of the Group Animpairment charge has
been recorded (sec note C6 Investments
on page 186). The Committec has
reviewed ranagerment papers outlining
the key assumptions used in calculating
the value In use and is satisfiod that these
are appropriate



EXTERNAL AUDITOR

TENURE

Deloitte was appointed by shareholders
as the Group's statutory auditor in 2014
following a formal tender process. The
lead audit partner, Richard Muschamp,
has been in post since the start of

the 2019/20 audit. The 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 2022/23 financial
year, b belicves the independence and
objeclivity of the external auditor and
the effectiveness of the audit process

are safeguarded and remain strong.

The Company 15 in compliance with the
requirements of {he Stalutory Audit
Services for Large Companies Market
investigation (Mandatory Use of
Competitive Tender Processes and Audit
Committee Responsibilities) Order 2014
and the Corporate Governance Code.
There are no contractual obligations Lthat
restrict the Committee’s choice of
cxternal auditor.

EFFECTIVENESS

The effectiveness of our external auditor
1s assessed in accordance with a process
agreed by the Audit Committee, which
involves the Committee's own views,

as well as providing oppartunity

to comment, via completion of a
questionnaire, frorn a targeled group that
have regular interactions wilh the external
auditor. The targeted group include: the
Chuef Financial Officer, Director of Group
Finance, the four Finance Directors for
Clothing & Home, Food, International and
Retail & Property, the Head of Investor
Relations, the Croup Financial Controller
and Head of Finance Business Services,

The Committee was provided with a
summary of 1he responses received
from rmanagement 10 assist with its
own considerations,

Feedback from the target groups was
overall positive. L was agreed that

the audit tearn had continued to be
responsive and cooperative and had again
demonstrated flexibility and adaptability
in working with management day-to-day
to overcome the challenges faced
throughcut the year as restrictions on
working from home began to lift. The
audil partners continue to have a geod
understanding of our business Early
engagement throughout the year on
key accounting judgements continues to
be appreciated and allows a number of
iterns to be addressed in advance of the
year end.

A common therme reflecled a desire for
more focus on planning and
communicalion during certain aspects
of the audit cycle with opportunities for
improvement available, as well as more
engagernent, including insights, outside
of the peak year-end period.

NON-AUDIT FEES

To safeguard the independence

and objectivity of the external auditor,
the Committee has put In place a
robust auditor engagement policy
which it reviews annually. The policy

is disclosed on our website at
marksandspencer.com/thecompany.

The Commitiee is satislied that the
Company was cornpliant during the year
with both the UK Corporate Governance
Code and the Financial Reporting
Council’s Ethical and Auditing Standards
in respect of the scopce and maximum
permitted level of fecs 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 non-audit work performed by
Deloitte, with Tees in excess of £50,000,
was put to the Audit Committee for
prior consideration and approvat. For
non-audil work where fees were below
£R0000. approval was obtained from
the Chief Financial Officer and the Audit
Committee notified of all work fatling
within this threshold. Further details

on non-audit services provided by
Deloitte can be found in note 4 (o Lthe
financial staterments.

JINVYNHIAOD

The non-audit fees to audit fees ratio for
the financial year ended 2 April 2022 was
0.091, compared with the previous year's
ratio of 0091 The majority of the £0.2m

in non-audit fees paidin total to Deloitte
during 2021/22 was incurred for assurance
services provided during the year These
comprnsed fees in respect of the Half Year
review, turnover certificates and ESG
assurance It is normal praclice for such
assurance services to be provided by the
Company's statutory auditor.

No additional recurring or one-off
non-audit services were provided during
the year.

in addition, the Committee reviewed and
approved the audit fee for tho year,
making sure any fee increase was
understood and reasonable.
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ASSURANCE AND INTERNAL CONTROL ENVIRONMENT

The Beoard 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 to
achieve business objectives, and can
only provide reasonable and not
absolute assurance against material
misstatement or loss. These systems are
also designed to be sufficiently agile

to respond to changes in circumstances,
such as the evolution of Covid-19,
EU-UK border regulations and more
recently managing the implications of
Russia’s invasion of Ukraine.

© Sce pa7 54 of the Strategic Report for

mare imformation on our princical rs«<s

ang uncertainties
The key features of the Group's internal
control and nisk management systems that
underpin the accuracy and reliability of
financial reporting include clearly defined
lines of accountability and delegation of
authority, the Group’s Code of Conduct, and
policies and procedures that cover financial
planning and reporting, preparing
consolidated accounts, capital expenditure,
project governance and information security

SOURCES OF ASSURANCE

The Board has delegated responsibility
for reviewing the effectivencss of the
Croup's systerns of intermal control to the
Audit Committee, which includes financial,
operational and complizance controls

and new legal end reguiatory roguirernent s,
like Natasha's Law and TCFD.

2. Management updates and risk
deep dives

As part of the Committee's annual calendar,
It recerves updates on risk management,
whistleblowing and fraud, and the maturity
of control and assurance activities from
individuat business areas and functions.
These updates are complemented by
Internal Audit's indepandant audits
performed within these arcas

3. Functional assurance

A broad range of assurance activity

has een designed and deptoyed across
the business to larget key risk areag, such
as ethical sourcing responsibilities, food
safety and fire, health and safety While
reporiing lines for these activitics are
directly to business areas, the processcs
and controls of these functions are
periodically tested by Internal Audit and
discussed with the Audit Commitiee.

4. Qperational oversight

Senior managemaent forums and
committees provide oversight and
challenge on key risk arcas within
individual business areas, cross-business
programmas and activitios, such as
business continuity, fire, health and
safety, ESG responsibilities, fraud risk

rnanagernent, property estate, technology
and other areas of change. The output
from these discussions forms part of

Lhe cyclical updatcs provided to the

Audit Committee,

GCOVERNANCE

The Grodp was compliant throughout

the year with the provisions of the UK
Corporate Covernance Code relating

Lo internal controls and the Financiat
Reporting Council's revised Guidance on
Audit Committees and Guidance on Risk
Management, Internal Control and Related
Financial and Business Reporting.

The Cormimnit lee has considered the controls
findings rafsed In the independent audilor's
report on pages 13 to 123. No other
significant failings or weaknesses werge
identified dunng the Cormnmittee’s review in
respect of the year ended 2 April 2022 and
up to the date of this Annual Report

Where the Commitiee has identified arcas
requiring frmprovement, processes are in
place to ensurc that the necessary action
is taken and thal progress is rmonitored,

Further details of thesc processes
can be found within our full
disclosure of compliance with the

UK Corperate Covernance Code at
marksandspencer.com/thecompany

INTERNAL ASSURANCE FRAMEWORK

Source of information

Frequency/nature of reparting

Internal ~ Internal Audit Plan
Audit — Regularreports aganst Plan
- Fodow-up of remearation

Formal updates
presented to the
Committee at

and risk management systems The — Updales on frauc. wnistleblowing ang
Commuttee s supparted by a number of other irreguiarnty
sources of internal assurance from within - Ao hoc engagement witn Lhe ousiness

each meeting.

Updates to the

the Group to complete these reviews:

1. Internal Audit

The Croup's pnimary source of internat
assurance is delivery of the internat Audit
Plan, which is siractured 10 align with the
Croup's strategic priorities and key risks
and s developed by Internal Audit with
input from management. The plan has
tecn reviewed periodically throughout
the year to confirm it rernains relovant for
new and emerging circurmnstances, both
internal and external The findings and
actions from Internal Audit revicws are
agreed with the relevant busincss area,
communicated to the Audit Committee
and trackad through to cornpletion

The work completed by Internal Audit. during
the year focused on key risks including
corporate compliznce and responsibility,
information security, our property cstate

84  Marks and S5pencer Group pic

17 response 1o now/emerging nsks of

major incidents - eg Covia-19/Brexit

Management
updates and

risk deep
dives

Functional
assurance

Operational
aversight

Papers submittea on a range of
I5SUCS INC.Uting

— Information secuarity

- Brinecy
— Cooe of Conduct

- GsCoP

- Financia. cantrag

— Bustmess continuity
- Ris< deco aves fromindnidua, 0usness

areas ana functions

Functiona, aadt activities
unaertaken INc.uging

— Food safely ana integeity

— Etnica. audits
- Traaing safely and egaly

- Compliance Montoring Committoe

— Fire Heath & Safety Cormnitiees

- Customer & Brano Prolection
Commuittee

- Business Continuity Comm™ittee

— Business Unit Ooerating Reviews

Formal updates

Updétes ;J;Wid;d to

and as requested.

Audit Committee
Chair as required.

presented to the
Committee annually
and as needed.

Audit

Committee

the Committee

as part of annual
business updates
where appropriate

Updates presented
to the Committee
annually and

as needed.




REMUNERATION

REMUNERATION
OVERVIEW

“ THE COMMITTEE ENSURES THE
PAY FRAMEWORK APPROPRIATELY
RECOGNISES AND REWARDS HARD
WORK AND FINANCIAL PERFORMANCE ”

Andrew Ficher, Chaic of the Remuntration Commitiee

In thic cection

REMUNERATION

ANNUAL REPORT ON
REMUNERATION

INTRODUCTION

On behalf of the Board, | am pleased to

present our 2021/22 Remuneration Report.

The Remuneration Report provides a
comprehensive picture of the structure
and scale of our remuneration framework
and its alignment with the business
strategy and the rest of the workforce.
It also details decisions made by the
Committee as a result of business
performance for this year and the
intended arrangements for 2022/23,
including the appointment of Stuart
Machin as Chief Executive Officer {(CEQ)
and Katie Bickerstaffe as Co-Chief
Executive Officer.

CONTEXT OF BUSINESS
PERFORMANCE

As anticipated in last year’s report, the
Committee focused much of its activities

during the year, on ensuring M&S' pay
frameworks and practices support M&S
fundamental values of fairness where
cotleagues across the business are
appropriately recognised and rewarded
for hard work and financial results. The
Comprittee ensures that any payments
made do not “reward failure™ or poor
performance; and targets set are
challenging yet motivational. Any
discussion involving executive director
incentive payrments considers the
appropriateness of the payment in the
context of the shareholder experience,
the general health of the business as
well as pay outcomes experienced by
colleagues across Lhe business.

Based on the strong financial
performance of M&S during the year,
with PBT of £5622.9m, the maximum

financial performance element of the
Annual Bonus Scheme (ABS) was
triggered (see page 97). This will be the
first bonus payment made to colleagues
or executives since 2017. This above-
maximum profit performance was
delivered through a mix of strong Food
sales growth, an improving margin

mix and the performance of the new
Ocado and Costa channels, together with
3.8% sales growth in Clothing & Home,
significant irmprovernents in the online
offer and fulfiiment together with
improved profitability, cash conversion
and net debt. Further detail on these
and other aspects of the business’s
performance over the last year is
explained earlier in this annual report.

As explained later in this Remuneration
Reporl (see page 97 and 100),

the Committee was mindful of this
performance when discussing and
approving incentive outcomes, especially
when considering the uncertainty

of performance caused by global

macro events.

payment opportunity under the corporate

BOARD CHANGES

On 10 March we announced that after
nearly 40 vears of loval service to M&S,
Steve Rowe would be stepping down from
his role as the CEO on 25 May, a role he
has held for the last six years. He will cease
full-time employment with the business
at the conclusion of the Annual Generat
Meeting (AGM} on 5 July. In view of his
wisdorn and formidable knowledge of

the business, Steve has agreed to remain
as an adviser to the new leadership for

up to 12 months. i would like to take this
opportunity to extend my personal
thanks te Steve for his unwavering
dedication and commitment to M&S,

its colleagues and the Board.

When setting Steve's exit arrangements,
the Remuneration Policy provided an
effective and clear framework, while also
providing appropriate levels of flexibility
for the application of discretion by the
Remuneraticn Cormmittee. Final pay
arrangements for Steve are outlined

on page 104 of this report.

During his tenure, Steve oversaw far-
reaching changes in organisational
structure and management, leaving
behind a very strong leadership team.

As aresult of robust succession planning,
the Board was delighted to be able to
select Steve's successors from within

the existing leadership team, which not
only demonstrates strong internal talent
development but also provides for
stability and continuity as we move to the
next stage of our transformaticn journey.

| warmly welcome Stuart Machin and

Katie Bickerstaffe to the Board as CEO and
Co-Chief Executive Officer respectively
with effect from 25 May 2022, and | look
forward to working more closely with both
of them in their new roles.

As detailed on page 61, both Stuart

and Katie are outstanding leaders

with very strong track records and
experience of leading businesses through
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transformative change. The Board is
confident in their abilily to take M&S
Lhrough the next stage of transformation.
The Board is also cognisant Lthat our
leadership structure is unusual so it has
ensured clear accountability of roles
between Stuart and Katie Stuart has
responsibility for day-to-day leadership
of the business and the Executive
Committee He continues to have
oversight of our Food business, as well as
Operations, Property, Store Development
and Technology, and has taken cn
responsibility for HR and Corporate
Cormmunications Upon appointment,
Stuart will receive an annual salary of
£800,000. Katie has responsibility for
Clothung & Home, M52, Iinternational and
Financial Services. She also has a
particutar focus on driving the global
omni-channel, data and digital future of
the pusiness Upon appoimment, Katie
will receive an annual salary of £750,000,
reflecting her different work pattern. Both
Stuart and Katie continue Lo be entitled to
pension arrangements on the same torms
as all colleagues and will be eligible to
participate in the ABS and Performance
Share Plan (PSF) on the same basis as all
executive directors. Thore was caroful
deliberation when setting the pay
arrangements for Stuart and Katie, during
which a number of factors were taken into
consideration, including their different

work patterns, their experience and skill
and the responsibilities of each, as well as
external market factors

In addition to his finance responsibilities,
Ecin Tonge has taken on an enhanced role
in leading the future development of the
business strategy and oversight of Plan A,
becoming cur Group CFO & Chicf Strategy
Cfficer with effect from 25 May 2022 We
believe the accountabilities of his new role
go significantly beyond those normally
associated with the CFO position. In ught
of this, Eoin's salary will increase Lo
£660,000 from 25 May in recognition of
his increased responsibilities, inclusive of
any salary review for 2022/23

Future Board salancs are confirmed on page
96, and further details of the contractual
provisions for executive directors will be
summarised in the Directors’ Remuneraticn
Report in next year's Armual Report &
Financial Statements.

SINGLE FIGURE AND INCENTIVE
SCHEME OQUTCOMES

As shown in the table on page 95,

the total single figure for the executive
directors s higher than prior year This can
be wholly attributed to the oulcome of
the ABS as ne bonus was paid last ycar.

As in previous years, the 2021/22 ABS
remained focused on resloring the

business to profitable growth with
performance focused on Group Profit
Before Tax before adjusting iterns (PBT)
(70%) and individual mcasures set against
key areas of delivery of the transforrmation
{30%). Individual performance was
measured indopendently of PRT
performance, but no individual elernent,
could be earned until a threshold lovel

of PBT was achieved.

It was with cautious optirmism thal we
welcomed the 2021/22 financial results,
recogmsing this as an indication of not
only strong underlying performance in
a very challenging cimate, but also the
impact of the successful transformation
to date. The PBT outturn of £5229m
was above the maximum financial target,
meaning the financizl element of the
bonus was achieved in full and the
individual measures could pay out to
the extent that executive directors
achieved between target and stretch
performance against their stretching
personal ghyjectives

The Committee carefully reviewed the
achievernent of the individual objectives
set at the beginning of the year to align
with the strategic pricrities to fulfilits
remit and enable transparent disclosure to
shareholders Full disclosure can be seen
on page 97, but the Committee noted in
particular the step change in Clothing &

STRATEGIC ALIGNMENT OF REMUNERATION FRAMEWORK WITH KPIS

KPi/Strategic priority

As measured by

Annual Banus
Scheme (ABS)

Performance
Share Plan {P5SP)

KPI

Adjusted earnings per share (EPS)

@ See Kpis Return on capital employed (ROCE) f:s‘fla‘:al
o p3s Group PBT before adjusting itermns (PBT)

Strategic M&S Food high-performing business and market share growth

priority  Scado transitioning to strong capacity growth post pandemic reversion )

@ See - " Achievement
Strategic Ctt?thfng & Home on trads forl a mo‘re‘proﬂt.abte model capable of growth against
priorities Building store rotation pipeline driving exit from tegacy stores N ___ objectives
onpé  Absorbing Brexit related costs, but embryonic globat

strategy encouraging
2021/22 performance
® ® @

ADJUSTED EARNINGS PER SHARE

21.7p

Agjusted EPS 10 2021/22 was 2170 [nis was
below the 22 7p Lhresnold required for any
vesting under this e.ement of the 2019
PSP awarg
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RETURN ON CAPITAL EMPLOYED

8.7%

Average taree-year ROCE perfarmance

was 87% (s was below the reauirea 10 2%
thresho.d for any vesting unger tis e .ement
of te 2019 PSP award

GROUP PBT BEFORE ADJUSTING ITEMS

£522.9m

Crouo PBT was anove tne "maximum’ target
for ponus paymMents to be made uader tne
2021/22 MBS



Home performance and action Laken

to strenglhen the balance sheet inthe
challenging erviurmert. The Committee
was in agreement that it was appropriate
to award 83% against the individual
objectives for the CEQ and CFO.

Even when considering the strong
financial results and strong individual
performances, the decision to pay 95%
of maximum bonus opportunity was
nol taken ughlly. Financial and strategic
targets werc examined throughout the
financial year and at year-end to ensure
they retained the same level of stretch
envisaged when originatly set Ihe
Committee was satisfied that this was the
case, and the ABS operated as intended.

None of the 2019 PSP will vesl in respect
of the three-year performance period up
{0 2 April 2022, Page 100 of this report
provides further detail on the 2019
rmeasures and targets and their respeclive
achievernent. While vesting of the PSP
remains low, the Committee remains
satisfied that this level of vesting is
reflective of the sharehclder experience in
the challenging business environment in
which the 2019 plan operated, particularly
the first two years of the three-year
performance penod.

APPLICATION OF DISCRETION

A number of mechanisms are available
1o the Commilice to ensure pay
outcomes appropriately reflect individuat
and business performance, logether with
the wider economic and societal climate.
This includes the ability to apply malus,
clawback and responsible discretion to
override formulaic outcomes under the
incentive schemes.

Throughout the year, the Committee has
carefully considered pay arrangements
and where it may, or indeed may not,

be appropriale Lo apply discretion

After meaningful deliberation, the
Committee concluded it was appropriate

CEO single figure as a percentage
of maximum opportunity

22%

3%

Total
£000

Steve
Rowe £1.029 I £2,630

@ Fxecpay @ Tota bonus PSP

to award Steve Rowe a bonus despite
him Eeing under notice at the date
of payment

As detailed above, not. only will Steve be
working beyond the end of the 2021/22
financial year and for up 1o 12 months as
an adviser Lo the now cadership team, he
has worked tirelessly and determinedly to
deliver on the transformation promise,

as dermonstrated in our strong 2021/22
business performance Steve will not be
eligible for a bonus in respect of the
2022/23 financial year.

Asillustrated in the bar chart at the
bottom of this page, half of Steve's bonus
will be deferred into M&S shares and will
be released to him after a three-year
holding pericd; this treatment ensures a
long-term alignment with shareholders’
intarests following the end of Steve's
tenure as CEQ.

Considering the ABS further, the
Committee debaled the approprateness
of the original 2021/22 bonus PBT targets
in light of the achieverent of above
‘maximum” PBT target performance.
Together with the individual objectives,
the Committee reviewed the targets scl
throughout the year and at year-end

to ensure they remained relevant and
appropriately stretching, recognising that
when the targets were set ahead of the
start of the financial year, there was still a
high degree of uncertainty as to how the
challenges of Covid-19 would impact

the business throughout the year. The
Committee was satisfied that the originat
targets set required stretching PBT
performance. The Commillee also took
into account the experience of wider
stakeholders, including our collcagues,
customers and shareholders, when
approving the final outcome. It was
determined that the outcome s reflective
of a strong year in businass performance
and recovery, together with individual
outstanding contributions, and in this
context it is important that colleagues
are recognised for this performance.

The Committee did not apply any
discretion to the outcomes of the 2019
PSP which reached the end of its
performance period on 2 April 2022

and will lapse in full. Despite the robust
business porformance in 2021/22,

when considering the full three-year
performance period of the plan, the
Committee was satisfied the final vesting
outcome is reflective of the shareholder

2021/22 Bonus payment timings (£000)

July 2022

Steve Rowe

Eoin Tonge

experience during the period and Lhe
scheme had operated as intended.

As shown in the pie Chart at the bottem of
the page, Steve Rowe's single figure pay is
55% of the maximum possibie for 2021/22

STRATEGIC ALIGNMENT OF PAY

The Covid-19 pandemic increased the focus
on transformation at M&S, which continued
throughout this last financiat year. During
the year, the measures and targets used in
M&S’ incentive schemes, namely those of
the PSP and ABS, were reviewed Lo ensure
alignment with the koy performance
indicators (KPIs) and identified strategic
priorities across the business, The illustration
opposite on page 86 demonstrates the
strong link between the KPIs and strategic
pricrties with executive rermuncration at
M&S This strength of alignment enables
the Committee to ensure pay arrangemeoents
support the delivery of transformation

and fulfil M&S potential for long-term
sustainable growth. The Committee will
continue to review thoroughly the pay
structures and incentive arrangements

for Lthe scnior teadership team {o ensure
strong alignment belween the delivery of
business performance and the associated
remuneration arrangements, as the
business moves into the ‘shaping the future’
phase of our transformation journey

PAY ARRANGEMENTS FOR 2022/23

Due to the timings of Stuart’s and Katic's
appointments to the Board and Eoin's role
change, as well as the accompanying
significant analysis and consideration of
both external and internal factors when
setting their respective salaries, Stuart,
Katie and Eoin will not be eligible to
carticipate in the 2022 salary review. They
will next be eligible to be considered for a
salary review in July 2023 Further details
of the wider warkforce 2022 salary review
can be found on page 88.

Reflecting on the existing variable
rermuneration framework, IL was agreed
that in 2021/22 the struclures of Lthe PSP
and ABS worked well and as intended.
As a result, no changes have boen
oroposed for 2022/23

Once again, performance under the

ABS will be measured againsl corporate
financial targets (70%) and indimidual
objectives (30%). The Commmitiee believes
it remains appropriate for PBT to continue
to represent the largest element of
bonus polential as M&S seeks to return
to significant tevels of profitability

2025
£800.7

£575.7
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The maximurm opportunity will remain at
200% of base salary.

The Committee continues to ensure
that the remuncration framework for
executives s aligned with shareholder
nterests Following careful debate, it

has boen agreed that the 2022 PSP will
maintain measures appled to the 2021
PSP awards, being 30% adjusted EPS,
30% ROCE, 20% relative total shareholder
return {TSR) and 20% strategic measuras
Targets have been sel to be stretching
yet motivating and are detailed in full on
pages 100 and 101

While no change has becn proposed to
the structure and measures of the 2022
PSP, this belics the significant and detailed
conversation and analysis that tock

place around the appropriateness of the
introduction of environmental, social and
governance (ESC) measurcs and largets
nto the PSP There 1s no doubt that M&S
lakes its ESC responsibility seriously.

Our sustainability commtments sit at the
heart of our business oporations and
inform decisions at all levels and across all
departments (see page 70 Tor our

ESC Committeoe Review) M&S was an early
pioneer of championing sustainabiity and
continues to hold a leading pesition 1in this
ficld. One of the ways we belicve we can
improve our work in this area is to focus
on communication wilh consumers Lo
engage them on this irportant topic, and
to be sure we improve awarcness of the
work we do. As such, when the Comrmuittee
considered the introduction of a more
traditional carbon metric in the pay
framework, it determined that a2 measure
which charts an improvernent in customer
sentiment would be more aligned to

the strategy for the business To track

this credibly and robustly, a base

case for current sentiment must first

be established. This forthcorming year

the Commuttee witl review the base
measurement line throughout the year
with the intention of introducing a metric
Lo show improvernent frorm that baseline
for 2023

Havirg reduced award levels in 2020 Lo
acknowledge the shareholder experience
of Covid-19 and to mitigate against
windfall gains, share price recovery led the
Committee to decide that for the 2021
PSP award it was appropriate to return
PSP award percentages to 250% of salary
Mingful of the need Lo iIncentivise
executives and cnsure that they remain
aligned wath the long-term interests of
shareholders, we intend to once again
grant PSP awards of 250% of salary in Junc
2022 The Commitiee retains the nght to

88 Marks and Spencer Group plc

roview award levels in the event of
significant share price movement prior Lo
the date of grant. Furthermore, it should
be noted that when this award reaches
the point of vesting, careful consideration
will not only be applied 10 achievement
against the relevant performance
conditions, but also to ensure the vesting
values are reflective of the shareholder
experience across the term of the plan
Should the Committee believe this not Lo
be the case, L retains its right to apply
discretion to the final outturn,

WIDER WORKFORCE
PAY ARRANGEMENTS

The Cormmrnitiee continued o receive,

and indeed welcome, regular and varied
updales during the year relating 1o M&S
pay arrangements naddition 1o those
already outlined in the Committee’s remit,
available on the M&S website, discussions
included hourly pay for store colteagues
and carecr progression through the
organisation The Committec was also
informed of the outcome of the company-
wide Total Reward Review that {ock

place in the prior year More than 14,000
collcagues gave us their views and
suggestions on pay arrangements at M&S.
As aresult of this feedback in 2021/22,

wee saw the implementation of Virtual GP,
which allowed colleagues untimited 24/7
access to a CP, CheckdCancer, which
provides free screenings Lo all colleagues
for high-risk cancers, and salary finance
options to help consolidate debt,

save and protect through income
protectian insurance

To bring M&S in line wilh market praciice,
and in direct response to colleague
fecdback as a result of the company-wide
Total Reward Roview, from 1 April 2022 the
Company has introduced a 5% payment in
licu of pension allowance for colleagues
impacted by cther the Annual or Lfoyme
Allowance limits The Commitiee
recognises this prowvision aligns with
market practice To maintain alignment
botween executive directors and
colleagues in the wider poputation,

tis intended to introduce a similar
arrangernent Into the new Remuneration
Policy which will be brought for
shareholder approval at the 2023 AGHM

The Committce welcomes continued
collaboration with the Business
Involvernent Group (BIC) At Committeo
rmeetings we receive direct feedback on
colleagues’ views from the National Chair
of BIG and in turn the Head of Executive
Reward and Pay Governance allends
National BIC Committee meetings to
share and discuss the executive pay
framework and its relationship with the
wider workforce. Such dialogue forms the
basis of a trusted and valued collaborative
working partnership and ensures a close
link between the pay philesophies at the
mest senior levels and those for the
wider poputation,

To demonstrate the irmportance the
Committee gives 1o the alignment of
executive pay with the wider workforce,

N the 2021 Rermuncration Report we
expanded our disclosures on such pay
arrangements. We are pleased Lo continue
this approach in this year's report;

see pages 8% and 90.

Given the economic environment in

which we are operating currently, it is
unsurprising that significant time was
taken in discussing the appropriate
approach 1o the annual pay review. As is to
be expected, this topic gencrated a robust
debate, and we belicve the end result of
salary increases ranging from 3% for our
senior population o 4%-6.5% for the wider
workforce balances the need for financial
restraint with support for our collcagues
given the increases 1o cost of living being
expericnced by all Further details can be
found on pages 89 and 96,

LOCKING AHEAD

We look ahead 1o what will be a new and
dynamic chapter in the M&S story. This will
be the final year under the current
remuneration frarmework, and at the 2023
ACM we will be seeking your support and
approvalfor a new Remuneration Policy.
During the coming year, the Committee
will be working to ensure any new
Remuneration Policy is valid and effective
in driving and supporting the business
strategy while rermaining appropriate
when considering the overall M&S
remuneralion framework and the
external regulatory environment

| would like to thank our shareholders for
their continued support during the year.

| will be avalable at the ACM on the 5 July
2022 to answer any questions in relation
to this Rermuneration Report

Andrew Fisher



REMUNERATION

COLLEAGUE ENGAGEMENT

Share ownership across
our colleagues

M&S 15 a proud advocate of employee share
ownership. The Board believes this supports
colieagues not only to share in M&S’ sutcess
but alse to behave as owners ol v
business, aligned with cur shareholders’
interests. Across our UK and Irish colleagues,
ME&S has a significant numier of particinants
in all employee share schemes; colleagues
hold over 101m save as you earn options

in our ShareSave scherme and over 2,000
colieagues hold shares in our share incentive
plan ShareBuy

Direct engagement with
our colleagues

Since 2018, the Chair of BIC, our colleague
representative body, has been inviled Lo
attend a Remuneration Committee meeating
£ach year to engage and contrnbute on a
full range of toplcs and activities. During the
year, representatives from BIC have been
engaged on a number of pay-related tapics,
beyond the executive level, inctuding
providing feedback ¢n, and agreeing with,
the ShareSave cormmunication materiats
and funding options of our share schemes,
They also discussed the operaticnof a
tax-agivantaged ShareSave in fretand, which
has been paused while aiternative optians
are investigated due to the absence of an
approved savings carrier. The collsborative
relationship we have with BIO strongly
reflects our kelief in the key role that
colleague vaice plays in ensuring the
Committee has greater visiblity of the
things that really matter to our colleagues,
Ihis alzo gives the Committee the
opportunity to explain and discuss our pay
practices and how executive pay aligns

with pay across the wider workforce. In
addition, Lhe Head of Executive Reward &
Pay Governance provides updates to the
Committee as approprate on pay ana
pecple-related issues dunng tne year.

Pay budgets

Under the remit of the Remuneration
Comrniltee total budgeted salary
expenditure across ME&S for salary review
is noted, as are bonus and share scheme
budgets, ensuring principles for roward
allocation are aligned across the full
workforce, inclusive of senior leaders,

The average pay increase for our UK Store
Customer Assistants and Tearm Supparl
Managers awarded in April 2022 was 5.3%.
Effoctive July 2022, salary increases ranging
from 3% for our senior popd.ation to
4%-6.5% for Lhe wider salaried workforce
have been awarded.

IN CONTEXT

CONSIDERATION OF
COLLEAGUE PAY

The Commitiec monilors and reviews
the effectivencss of Lhe exccutive reward
policy and its irmpact and compatibility
with remuneration policies in the wider
workforce Throughoul Lthe year, the
Committee reviews the framoeworks and
budgets for key components of colizague
pay arrangements, tegether with the
broader structure of Croup bonus
provisions, which ensures appropriatc
alignment with senior pay arrangements.

The Commitlcec s provided throughout
the yeoar with information detailing pay
in the wider workforce, which gives

it the additional context needed to
make informed decisions. The Head of
Executive Reward & Pay Governance
advises the Committee on the approach
to be adopted in the forthcoming UK
pay review, and the Commitioe then
considers the execulive directors’ pay
in line with these arrangements.

In approving the budgel for the annual
bonus, the Committee reviews all bonus
costs for the Company againsl the
operating plan. The Committee also
reviews and approves any PSP awards
rmade 1o executive directors and direclors
below the Board prior to their grant.

The Committee receives updates on

a variety of colleague engagement
initiatives. Alongside our annual survey,
bi-annual pulse and quarterly focused
surveys provide dynamic and relevant
colleague feedback. The pulse surveys
have helped us to belter understand,
and take action on, the things which
matter most to cur colleagues, These
have focused on topics such as
Inclusion & Diversity, Wellbeing and
overall colleague engagement.

Colleagues are encouraged to raise
questions at the periodic all-colleague
announcements led by the CEO AL
questions raised are answered, and

comments made during Lthe year through
surveys or cur nelwork of elected
collcague representatives via BIG are
considered The Head of Exccutive Roward
& Pay Governance typically provides

an annual update to these colleague
representatives with an explanation of the
oxecutive diroctors’ pay arrangements
during the year, and these representatives
in Lurn are abie to ask questions on

the arrangements and their fit with the
other reward policies at this time.

FINYNUIACD

CONSIDERATION OF
STAKEHOLDER VIEWS

The Committee is dedicated to an
opcn and transparent dialogue with
sharcholders on the issue of executive
remuncration. Where appropriate,

the Committee will actively engage
with shareholders and shareholder
represcentalive bodies, seeking views
which are considered when making
any dcaisions about changes to the
directors' Remuneration Policy.

The Comrmitteoe seeks the views of the
largest sharcholders individually, and
others through shareholder representative
badies, when considering making any
significant changes to the Remuneration
Policy. This may be donc annually or on an
ad hoc basis, dependent upon the 1ssue
This year, the Commitlee consulted on Lhe
proposed strategic measures and targets
to be applied to the PSP. The Commitiee,
ted by the Chair, annually engages

in a process of invester consullation,
which is typically in written format, but
has included face-to-fTace meetings,
telephone or video calls The Committee
Chair is avallable 1o answer guestions

at the ACM, and the answers to specific
questions are posted on our website.

As part of our reporting approach,
an annual shareholder meeting

is normally held and views on a
variety of topics, iInctuding executive
pay, are taken inlo account.

PERCENTAGE CHANCGE IN CEQ’'S REMUNERATION

The table below sets out the change

in the CEQ's remuneration (1e. satary,
taxable benefits and annual bonus)
compared with the change in the
average non-cexecutive director and our

UK-zased colleagues' pay. This group
has been chosen as the majonty of our
workforce are based in the UK Further
details of the non-executive dircctor
pay changes are shown on page 104,
% change 2020/21 - 2021/22

Ease salaryffees Benefits Anm:al bnnusK
CEQ(SteveRowe) . 1% ~20%% 100%
Average non-executive director 1% 0% -
UK collcagues {average per FTE) 4% 0% 100%
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REMUNERATION

REMUNERATION
CONTINUED

GENDER PAY GAP

The M&S median gender pay gap for the
year to Apric 2021 15 4 8%, compared with an
average of 9% for the Wholesale and Retail
sector. The M&S mean gap for the same
period is 12.5%.

Inroughout the year we've continuea to
take actions that further promote and
enhance inclusion and diversity (1&D) at M&S
so tnat all of our remarkable collcagues are
abwe to feel comfortable being themselves
and experience a culture that's Inclusive and
dwverse, where everyone is respected and
feels valued and Lhat they belong.

A data-led reset of lhe 18D strategy has
resu.ted in a clear and focused plan for

the next three years to build better
representation througn targeted niring,
internal development and progression
initiatives, and better education and
awareness activities which will build on the
impact ansing from over 30% of colleagues
completing the first two 120 modules,

M&S s clear that any fore of discrimination,
bullying, harassment, or victirmisation will
not be tolerated in any part of the business,
and this is underpinned by a new ‘Respect
Matters' policy, launched in Qctober 2021
Qur collecague netwaorks continue to bring
our diverse communities together and he.p
creale a safe space for colleagues to

speak out and share their views, as well

as Influencing our plans and culture,
celebrating key events in the inclusion
calendar, and raising important matters
through the onune social communities.

This year, the Cender Eauality Network
celebrated International Women's Day by
hosting the first ever ldeathon to generate
iieas and suggestions on how MES can ‘break
the biag” when it comes Lo gender equality

We rermain proud that nearly 73% of our
customer assistants are women, but white
we're seeing some orogress in diversity in
mare sentor roles, more still needs to be
done to drive better representation. 180D
rermains a strategic pniornty for M&S, and
we'l. continue to focus our efforts to build
on the success of previous years

Gender pay gap {median)

4.8%

a0 Marks and Spencer Group plc

IN CONTEXT

The CECQ and the non-executive
directors were awarded a 1% pay
increase in respect of the 2020/21
financial year, while custorner
assistants recerved a 5 6% increase fo
£9.50 per hour Salaried colleagues
received on average a 2% incrcase.

The overall structure of the benefits
package has not changed howover, as
previously agreed, in order to bring the
pension supplement in line with the
broader colleague offer by 2024, the
pension supplement paid to Steve Rowe
was reduced from £202 500 to £135,000.

CHIEF EXECUTIVE’'S PAY RATIO

In 2020/21 Steve Rowe returned Lo using
the chauffeur service in contrast to
2019/20 when, during periods of national
tockdown, Steve Rowe drove nhirnsetf,

to ensure the safety of his driver and
maintain the required social distancing.

As previously disclosed, the bonus
scherme for 2020/21 was cancelled,

so no award was made to aither

the CEQ or anyone else within the
wider workforce; a bonus payment

was made in respect of the 2021/22
financial year Lo the CEG and just under
5000 bonus-cligible colleagues

25th percentile  50th percentile  75th percentile

Year Methodoiogy ratio ratio ratio
2022 Option A 128 11 171 99 ;1
200 Optena s son Ay
2020 Option A 641 591 51:1

As reported last year, the Cormmittee
approved the use of Methodology A, as
sef oul inihe regulations, as we bebieve i
to be the simplest and most appropriate
and robust way to calculate the ratio.

Option Arequires the pay and benefits
of all UK colleagucs to be calculated
to Wdentify the three colleagues at the
25th, 50th and 75Lh percentiles as at

2 April 2022 Thisis calculated on the
same basis as the CEO total single figure
of remuneration except in that the
indwidual performance element of the
ABS that is applicable to the relevant
colleagues (when operating} is the
estimated actual value. This requires:

— starting with colleague pay that
was calculated based on aclual
base pay, benelits, bonus and long-
term incentives for the 12 monthly
payrolls withm the full financial year
Farnings for part-time colleagues are
annualised on a full-time cquivatent
basis 1o allow cgual cormpansons

- adjusting the value of any bonus so
that it only reflects the amount earned
Inrespect of the 2021/22 financial year
and does not include the value of any
deferred shares vesting in the year

— adding in the employer pension
contribution from the Your
M&S Pension Saving Plan

Joiners and leavers in Lthe year have
been excluded from the calculations
The percentile figures are therefore
representative of the whale colleaguc
population but do not include all
colleagues as at 2 April 2022.

The table above shows the ratio of CEC
pay in 2021/22, using the single total figure
remuneration as disclosed in Figure 7
(page 95}, 1o the comparable equivalent
total reward of those colleagues whose
pay is rankad at the relovant percentiles in
our UK workforce We believe the median
pay ratic this year 15 consistent with pay,
reward and progression policies for UK
colleagues, as it reflects the consistent
approach to pay along with M&S" policy

to pay for performance. The increase

N pay ratio this year is as a result of
bonus payments being made across

the business, mctuding Lo the CEO

Total pay Total pay
Salary and benefits Salary and benefits
Paydata . . . e fEO0O) 00O 4E000) (£000)
2020721 2020/21 2021722 2021/22
CEQ remuneration o 834 1068 84 2,630
UK colleague 25th percentite I R 1 2
Ul(ﬁgoﬂgaﬁgggSOth percentile 20 2 o2 22
UK colleague 75th percentile 24 25 25 26




SUMMARY

REMUNERATION POLICY

SUMMARY EXECUTIVE DIRECTORS’ REMUNERATION POLICY (AS APPROVED ON 3 JULY 2020)

This report sets out a surmmary of M&S policy on remuneration for execulive and non-execulive directors, The full Policy was
approved by shareholders at the ACM on 3 July 2020 and can be found on our website at marksandspencercom/thecompany.
The Policy took effect from Lhis date and is designed to attract, retain and motivate our leaders within a framework designed to
promate Lthe long-term success of M&S and aligned with our shareholders’ interests.

FIGURE 1: EXECUTIVE DIRECTORS' REMUNERATION POLICY TABLE

ELEMENT

OPERATION

OPPORTUNITY

B lar \
ase salary

Benefits

Salaries are payable In cash and are reviewed annually by tne Committec considenng a
aumber of Tactors, nc.uding external market data, histonc increases given to the
individua. and salary review princinles appled to tne rest of the organisation

In line with our policies, directars are eligible to receive benefits which may include:

acar or cash allowance and a driver, Ufe assurance and relocation and tax egualisalion
al.owances in line with our mokility policies

As with all colleagues, directors are aso offered otner benefits, incluaing colleague
aiscount, salary sacrifice scnermes and parlbicipationin al. employce share schemes

Therc s no set maximum,

Normally 11 une wit h those in
Lhe wider workforce, although
no Maximuamis set.

however, any provision will

be commensurate with local
marxcts and for all-employee
share schemes s inbne with
local statutory Umils.

Pension
benefits

Directors rmay participate in the YOU’FWM&S lgcnsion Saving P.an (a3 defined contribution
arrangcement), on the same terms as all other colleagues.

The defined benefit pension scheme 1s closed to new members Directors who are
members of this scheme will cantinue to accrue benefils as a deferred member

Currently a maximurm employer
contribution of 12% of salary
wherc Lhe employee
contribules 6% of salary

From 3 July 2020, oension casn
supplernents were removed
for future directors

ABS including
Deferred
Share Bonus

Ptan (DSEP)

Directors are eligible to participate In tnis non-contractual, aiscretionary scheme
Performance 1s measured against one year financial and individuat performance
targets Linkea witn the delivery of the business olan At least half of awards are
measurea against financial measares, which tyoicaly mclude Group PBT before
adusting tems (PBT).

Corporale ano ndividual e.oments may be earned independently, but no part of

the individual objectives may be earncd unless a threshold lovel of PBT has been
achieved, after whicn Jp to 40% of tne maximum may be payable for the achievernent
of individual objeclives.

nNot less than 50% of any bonus earneais paid in shares which are deferred for
three years

The Commitloe retaing the right to exercise discretion, both upwards and downwards,
to ensure that the ievel of award payable is aopropriate

Malus provisions anply to the deferred share awards, Cash oonus paymnenls are subject
to two-year clawback provisions Clawback would be tnggereo in specified events

such as, but not Limited to, a materisi misstaterment of the Company’s auditea results,
an error in calculation of the award, gross misconduct, or events or behaviour that
have a cetrimenta. impact on the repatation of any member of the Group

ota. maximuam annual
polentiat of up to 200% of
salary for each director.

Directors are ehgible to participate inthe P3P This s a non contractual, discretionary
plan and is M&S main long tormincentive scherme Perlormance may be measured
against appropriate hnancial, non financial ano/or strategic measares Financial
rMIeasures Musk comprisc at least 50% of awards

Malus and clawback provisions apply Lo Lthese awards Clawback tnggers include,

put are nol lrmileo to, a maternal misstatement of the Company’s audited results,
an error in calculation of the award, gross misconduct or evenis or behaviour that
has a detnmentas impact on the repatation of any member of the Group.

Awards are subject Lo a furtner lwo-year nowding period after the vesting date

. Shareholding
requirement

Directors are reguires to hold shares cquivalent in value to a minimum percentage
of therr satary within a frve-year oenod fram ther anpointment date

Lirectors are reguaired to continuce to hod therr shareholding requirement, or, If therr
leve. of sharcholding 1s below Lhe reguremnent, their actual sharcholding, for Lwa years
after leaving M&S

The maximum value ol snares
al grant 1s capped at 300% In
respect of a hinancial year

" I—ormo CEO, this recuirerent

15 250% of salary For all otner
executive directors, the
requirement s 200%
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REMUNERATION

SUMMARY REMUNERATION POLICY
CONTINUED

FIGURE 2: RECRUITMENT POLICY & SERVICE CONTRACTS

The lable below summarises Lhe Company's policy on the recruitment of now exccutive dircctors. Similar considerations may also
apply where a director s promoled to the Board

In addition, the Committee has discretion to include any other remuneration component or award which it feels 15 appropriate,

considering the specific circumstances of the ndividual, subject to the limit on variable remuneration set out below The rationale
for any such component would be appropniately disclosed

ELEMENT APPROACH

Service — All executive directors have roing contracts for service which may be terminatea by M&S giving 12 montns' notice and tne
contract ndivigual ghving six maontns notice

/

Base salary Y

— J/

Bonafits % - TheCommillee wil affer a benefits package i dne wilh Gur oenel s poiicy for ereculve drrectors

" ‘Salanies are set by Lne Committee, taing Into consideration a numoer of Taclors, INCLuaing the carrent pay (6r other
exceutive direclors, tae expernence, skili and current pay level of the individual ana external market forces

= Maxirum canfribation in Line with alr policy for Tuture execdtive dractars (Currently uo to 124 of sa.ary)

Pension \
benefits

pr

TEligible to take part 10 the ABS wilh a maxirtdm bonus af 200% of saary 1n Ine witn aur policy for exeCutive drectons

A raximur award of Up 1o 300% of salary n anc witn our oolicy

Tz Ihe Commities 'r'ﬁay offer compensalory paymentsué:'buﬂy— ou‘ﬁ“éﬁé;ds‘ depenaent on the mdiviaaal circumstances of
recrulment, determined on a case-by case basis
— Tne specifics of any buy out awards would be deoendent o1 the ingividuat circumstances of -ecraitment The Committec's
inlention wouln be tnat the expected vawe awaroed s no greater than the expected vatue forfeited by \ne inayid ual

Buy-out
awards

FIGURE 3: TERMINATICN POLICY

The Company may choose Lo terminate the contract of any executive direcior inline with the terms of their serice agreernent,
either by means of a payment 1In lieu of notice or through a sernies of phased payments subject to mitigation. Service agreements
may be terminated without notice and, In certaim circumstances such as gross rnisconduct, without payments.

The table below summarises aur Termynation Policy for exccutive directors under their senvice agreemants and Lhe incentive plan rules

ELEMENT APPROACH
— Payment maac up to tne termination date 1n une witn contractua. notice pernoos

Base salary,
benefits and
pension
benefits
[meress 1o contractuar entitement to paymonts anaer the ABS If tag director s under aot«¢e or 1ot in active sarvice

at either tne re.evant year eno or o~ the date of payment, awards (and any unvestea oeferred bonus snares) may .anse
Ine Committea may use its aiscretion 10 mMake 2 oonJs awara

'ABS

~ Thetreatmont of oulstanoiNg awaras 15 determimea in accorcance wikn (e n.an ra.es

Long-term
incentive
awards

v oay for repatriation wnere a grrector na ecraiteo from avers

~ Wnere a arector .eaves oy Mutua. consenl M&S may reimbarse «easoeran.e .oga fees ana oay for professiona.
QJL0.aCEMeNL SEFVICES

Legal
expenses &
outplacement

The full Policy sets out further detail on the treatmont of the exccutive directors pay arrangernents, ncluding the treatment of share
schemes in the event of a change of controi or winding up of the Company

9z Marks and Spencer Group plc



APPLICATION OF REMUNERATION POLICY

The charts below provide an illustration of what could be received by each of the executive directors in 2022/23 under the Policy.
These charts are illustrative, as the actual value which will ultimately be received will depend on business perfarmance in the year
2022/23 (for the cash element of the ABS) and in the three-year period to 2024/25 (for the PSP}, as well as share price performance
to the date of the vesting of the PSP awards in 2025

DIRECTORS BASIS OF CALCULATIONS AND KEY
Stuart Machin Fed T e et ion ony @ Fixed remuneration

Includes all elements of

No vesting under the ABS and PSP
T e 1 arm aeeLmmtione  Fixed rernuneration

Target o Includes the folowing assumplions
for Lhe vesting of the incentive — Base salary (effective 25 May
compenents of the package 2022), as shown in the table
— ABS: 50% of “naximudn, assures on page 96.
no share price growth — Pension benefits, as detailed
£B96
— PSP 20% of 250% of salary, an page 96. a
" . il o assumesnos’ rowth . Berefits (using the value for <
Fied larget Ma.m Mixérg;;m Maximum Includes the following assumptions 2021/22 included in the single z
for the vesling of Lhe ncentive figure table on page 95). z
P . Z
t':(o?)tole Bickerstaffe 5100 components of tne package. & ABS o
— ABS 100% of maximum, assumes Represents the petential tetal value
no share prce growth of the annual bonus for 2022/23.
— PSP 100% of 250% of salary, Half of any bonus would be deferred
assurnes no share price growth into shares for three years, and this
£787 Maximum  Includes the foliowing assumptions is included in the value shawn.
; +50% for the vesting of the incentive @ PSP
share price  compoenents of tho package .
Target MaxierLm Maximum rowt: P P 9 PSP represents the potential value
+ b0, 9 — ABS 100% of maximum, assumes of the PSP to be awarded in 2022,
. no share price growth which would vest in 2025 subject to
E?U'(? Tenge ~ PSP 100% of 250% of salary with ;he rzle"a”tlg@:or rga?fﬁ;arfgets—
50% share price growlh wards would Lhen ke heldfora
£3709 further two years.

— Grant share price for the purpase
of demanstrabing the b0% growth
taken as closing share price at
2021/22 year end

£739
Fxed larggel Maxire o am Maxarnefy
+ 50%

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 execulive directors,
approved in July 2020. The Committee beliaves this mixture of short- and long-term incentives fixed to performance-related pay is
currently appropriate for M&S' strategy and risk profile.

Year 1 Year 2 Year 3 Yesr 4 Year &
Fixed pay - Raze salary
- Bencfits
— Pension benefits
- ABS -lpto 100% sa.ary - Up to 100% salary (deferred shares)
< {casty - Trree-year deferral poer oa
o — One-year - No turther performance Conditinns
&' oerformance - Malus provisiong apply
= Clowpack
9 DOV 510N app
PSP - Max rmam 300% of salary - Two-year hold ng perind posi-vesting

- Three-year porformanca
- Malus prav sions apoly

- No furlner performance conditions
- Clawbiack crovis ons apoly
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REMUNERATION

SUMMARY REMUNERATION POLICY

CONTINUED

FIGURE 5: NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY

The table be.ow sets out our Policy for the operation of non-executive directer fees and benefits at the Company. The Policy was
approved in July 2020 and may oporate for up to three years

OPERATION AND GPPORTUNITY

ELEMENT

Non-executive
director’s
basic fee

Additional

fees — Boara Charman

— Cormrattee Crar

Benefits

)
N
/

~ tees are reviewed annually and ar¢ determined by the

an and

g

Adaitional fecs arc paid for unaoriaxing the extra responsipuitios of

- Semor Independent Director

— The Cnarman may aso be entitiea to the use of a car and anver

— Fees are reviewed anauady and are aetermincd py the Remuneration Committee
— Tota. foc comorises tne non-executive director basic fee and the additional fee for ungerlaking tne role

— The maximmur agaregate non-executive direclor basic fee, including the Char=man's basic lee 15 £750000Q pa, as set auln
our Articees of Agsgcvat\on,

— The maximum aggregate non-execubive airector basic fee, incluaing the Cnarman's basic fee, is £750,000 pa, as set out N
aur Articles of Assocation

— In bne with our ather coleagucs, the Chairman and non executive direclors are entit lea Lo receive col eagae aiscounts
~ The Company may reimburse Lhe Charrman and non executive areclers for reasanable expenses i1 performing their daties
and rmay setlle any tax incuarreo 1N relatian to these

Share
ownership

Joon oining M&S

S

— This sharcholding must be held for tho penod of their tenure.

i N~ Allnon-executive arreclors, including the Charman, are required to build and maiatain a shareholding of at .east 2,000 shares

REMUNERATION FRAMEWORK FOR THE REST OF THE QRCANISATION

MES' philosophy is 1o provide a

far and consistent approach to pay
Remuneration is determined by tevel
and is broadly abigned with those of
the executrve drectors

Basc salaries arc reviewed annually and
reflect the local lbour market

94 Marks and Spencer Group plc

AlLUK colleagues are cligible to
participate i the Your M&S Pension
Saving Plan on the same torms as the
execulive directors Colleagues affected
by the HMRC Annual andfor Lifetione
Allowance limits, can now choose to opt
out of the pension and receive a cash
payment in beu of this. In addition, all
UK cotleagues are provided with Life
insurance and colleague discounts,

and rmay choose to participate in the
Company's all-cmployee share schemes
and salary-sacrifice arrangements

Asignificant numiber of colicagues are
cligible to be considered to participate
i an ABS which is partially deterrmined
by Croup PBT performance. Part of
the banus is deferred inta shares far
threc¢ years

Around 170 of M&S top senior executives
may be invited to participate in the

PSP and will then e measured aganst
the same performance conditions as
execubive directors. Award levels granted
are determined to be aligned with market
practice and reflect an mdividual’s level of
seniority as well as their performance and
potentiat within the business



REMUNERATION

REPORT

EXECUTIVE DIRECTORS' REMUNERATION

Each year, the Remuncration Committee
assesses the current senior remuneration
framework to determine whether the
existing incentive arrangements remain
appropriately challenging in the context
of the business strategy, fulfil current
external guidelines and are aligned with
arange of internal factors, including

the pay arrangcrments and policies
throughout the rest of the orgarnisation

the framework is strategically aligned to
the delivery of business priorities, but also
thal payments made during the year fairly
reflect the performance of the business
and individuals. A significant proportion of
the porformance measures used in the
incentlive schemes are integrated with
M&S' KPls and strategic priorities detailed
in the Strategic Report, as illustrated on
pages 35 and & respeclively.

The diagram below (Figure 6) details

the achiovement of each executive
director under the Company's incentive
schermes as a result of short- and long-
term perforrnance Lo the end of the
reported financial year and summarises
the main clements of the senior
remuneration framework. Further details
of payments made during the year are
set out in the table below (Figure 7) and

Inits discussions, the Remuncralion
Committee aims to ensure not only that

later in this report.

o
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FIGURE 6: REMUNERATION STRUCTURE 2021/22

Fixed pay Annual bonus

Total pay for 2021722

—— I
T

250% of salary awarded
in2019

200% of salary maximum
bonus opportunity
(with 50% deferral)

Measured against a batance
of Group PBT before
adjusting items and

individual performance

Base salary

Measured against adjusted
EPS, average ROCE and
TSR achievement was
0% against targets set

Total payments are
c.55% of maximum
potential

Pension benefits

Payments made are 95% of
maximum bonus opportunity

1% increase in line with -

" 0% of award vested
other management positions

o For more information scc p97 ° For more information see 089

FIGURE 7: TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Salary Benefits | Total Total PSP Pensions Total RSP Total Total
’ i bonus vested benefits granted pay fixed pay
£000 £000 : | £000 £000 £000 £000 £000
Directar Yoar e T T Ry
Steve Rowe 202122 84 53 080l .0 o013 0 2830 1028 0 1eCl
2020/21 834 31 0 203 0 1,068 1,068 0
Egin T 2021422 605 24 1,151 73 0 1,853 701 1,151
oin Tonge N i s e ot e e B O Lvkctusd S SO RSO
'n fong 2020/21 489 105 0 o 39 1216 1,949 1945 -

The Increase in Steve's benefits is a rosult of the resumed use of his driver, which was paused during penods of lockdown in 2020/21,
and the upgrade of the car used Lo a lower COZ emitting vehicle. Whilst the change in vehicle is better for the environment, il does
have a higher market value which increased Lhe level of tax payable by Steve. No additional benefit was received by Steve.

Eoin Tonge received an award under the Restricled Share Plan (RSP) to compensate him, on a fair value basis, for share awards granted
under his prior employer's share schemes, The face value of this award s shown in the 2020/21 row of the above table Details of the
calculation method were disclosed on page 94 of last year's annuat report,

Annual Report & Financ al Statements 2022 a9y



REMUNERATION

REMUNERATION REPORT

CONTINUED

SALARIES

When reviewing salary lovels, the Commitlee
takes inta account a nurmicer of internal

and external factors, including Company
performance during the year, external
market data, historic increases made to

Lhe individual and, to ensure a consistent
approach, the salary review princigles
applied to the rost of the organisation.

As detailed in last year's report, for
salaries effective July 2021 in line with
increases for rmanagement positions,

FICURE 8: SALARIES

the Committee awarded Steve Rowe an
ncrease of 1%, making his salary £842,845.
Eoin Tonge also received a 1% salary
increase, making his salary £606,000.

As set out on page 104 when Steve Rowe
steps down from CEO on 25 May, Stuart

Machin will becorme CEQ, and his salary

on appointment will be £800,000. On the
same day, Katie Bickaerstaffe will become
Co-Chief Executive Officer on a satary of
£750,000, Eoin Tonge will become Group

CFO & Chief Strategy Officer, and his
salary will Increase by 8.9% o £660,000.

The next annual salary roview for the
executive directars will be ef fective in
July 2023,

The table below details the executive
directors’ salanes as at 7 Apnl 2022
and salaries which will take effect from
25 May 2022.

Annual sa ary  Annaalsclary
ds o’ 2 April as of 25 May Change in
2022 P022 sdhary
F000 £000 A nerease
Steve Rowe 5.
Ecin Tonge 6060 6600  89%
S .

katie éi;:kers'fa'ffé B

CNA 750 NA

BENEFITS (AUDITED)

The Remuneration Policy permits thal
each executive director may receive a car
or cash allowance as well as being offered
the benefit of a driver. During the year,

in lieu of a car allowance, Steve Rowe
received a car and the borefit of a driver
Ecin Tonge does not receive a car or

cash allowance As disclosed last year, to
Taciltate Eoin Tonge’s recruitrment and
relocation, he was providod with travel and
accommodation allowances, The taxabile
value of these benefits in kind was
detailed in Figure 7 on the previous page

In tine with all other collcagues, executive
directors receive life assurance, cotleague

discount and are eligible 1o participate in
salary sacrifice schernes such as Cycle2Work

PENSION BENEFITS (AUDITED)

During the year, Sleve Rowe received a
cash payment in licu of participation in

an M&S pension scheme, As previously
disclosed, he has agreed that his pension
cash supplement be reduced to zero aver
a three-year penod. For 2022/23, the CEQ's
tolal annueal cash suppleraent will be
reduced by one-third Lo £67,500 until
Stove Rowe cegses employment with the
business at the AGM on 5 July Details of
these future payments will be reflected in
the single figure table in next year's report,,

FIGURE 9: PENSION BENEFITS {AUDITED)

Steve Rowe is a deferred member of the
Marks & Spencor UK Pension Scheme.
Details of the pension accrued dunng the
year ended 2 April 2022 are shown in
Figure 9 below

Eoin Tonge is a maember of the Your

M&S Pension Savings Plan, as described
on page 91 Eoin contributes 6% of his
salary into the schoma, and the Cornpany
rmatches this with a 12% contripution,
The value of the Cormpany's contribution
In the year 1s shown in Figure 7 on

page 95. This 1s the maximum Level

of coantribution offered by M&S and is
consistent with the terms available (o

all other colleagues.

Increase < Transfervauc
Acrhona, acrease =
Norma. et Vol S early “accrued
reLreTICn rezcmnenT waluo
ane £000 F0O00
Steve Rowe 60 Q0 05 9

The accrued pension entitlerment is the deferred pension amount thal Sleve Rowe would receive at age 60 1f he left the Company

on 2 Aprik 2022 All transfer values have been calculated on the basis of acluarial advice in accordance with the current Transfer Value
Regutations The transfer value of the accrued ertitlement represents the value of the assets that the pension scherme would transfor
Lo another pension provider on transfernng the scheme’s Liability in respect of a director’s pension benefits i does not represent
sums payable to a director and therefore cannot be added meaningfully to annual remuneration

ANNUAL BOMUS SCHEME 2021/22 {AUDITED)

Annual performance for the yvear was
measured aganst pro-delermimed Group
PBT before adjusting items (PBT) (70%)
and individuat performance (30%) targets.
PBT i1s used as a core bonus measure, as it
15 considered to be an important measure
of overall performance and s consistent

96 Marks and Spencer Group plc

with how busiress performance is
assessed internally by the Board and
Exccutive Committes

Individual performance was measured
against a scorecard of individual measures
set against the arcas of delivery of the
transformation plan that were deemed

rmast critical te the future success

of M&S, indimdua! performance was
measurced independently of PBT
performance, no individual elerment could
be carned until a threshold needed 1o
secure payment under the corporate
clerment was similarly achieved




ANNUAL BONUS SCHEME

ANNUAL BONUS SCHEME 2021/22 (AUDITED) CONTINUED

PBT outturn for the year was £522.9m,
which was above the Larget set to trigger
payments under both the corporate and
individual elements of the schemce. As
shown in figure 11 below, the strong PBT
performance during Lhe year exceeding
the maximum target set al the start

of the year meaning that executive
direclors were awarded 100% of maximurm
opportunity under the corporate clemaent
of the scherne and c.83% of the maxirnum
for individuat performance. Total banus
achievement was 85% of opportunily.

When discussing the payrments te
oxcculive directors, the Committee noted

that under the terms of scheme, Steve
would not technically be eligible for a
payment due to being under notice
before the payment date However,
Lhe Committee considered his direct
impact on delivering this first phase of
transformation and his achievements
against the individual objectives sel
for 2021/22. Given these and Steve's
agreemant 1o continue 1o support
M&S beyond the end of his tlenure, the
Committee deemed it appropriate fo
apply their discretion and agree a bonus
payment commensurate with his
performance over the year

FIGURE 10: INDIVIDUAL OBJECTIVES (AUDITED)

The Committec reviewed achievement
to ensure thatl tolal payments were
appropriate in the context of soveral
factors. These included M&S overall
financial performance, the outturn of
individual objectives, and the level of
bonus payakle elsewhere in the business.

Figure 11 below sets out the Group PBT
targets comprising 70% of awards and
illustrales the extent to which each
director achieved their four individual
objectives. Tolal paymicents shown bolow
directly correspond Lo the figure included
in the single figure table on page 95.

Director Individual

Steve Rowe Creation and implementation of revised Executive Committee structure and roles and the development of strong

succession plans.

Streanlined and sharpencd the Exccutive Committee, creating a cohesive lop team, supportec oy the CEO through coaching and
counsel.ung Supporled Lne Board in Lthe delivery of a strong succession plan, as demonstrated by the internai appomntment of the

new lcadership team,

Delivery of the transformation programme in Clothing & Home.
Clothing & Home delivered sales growth of 3 8% vs 2019/20 wiln three consecutive guarters of underlying growth Online sales grew
55 6% wilh sirong growth throughouat the year outperforming pure play peers and gairing 60bos of market snare Store sales declined
11 2% with performance continuing to be impacted by legacy High Street and City Centre stores which is being addressed through the
store rencwal programme Operating profit before adjusling items of £3307m, comoared to £2240m 1N 2019/20 reflected the benefit
of sales growlh commned with a rmach stronger full price sales mix. Brand strategy establisned and modc. refined, with third party

branos across Clothing & Home and Beauty generating c.£100m of orders in 2021/22

Reset the strategic relationship with Ocade regarding platform integration, data sharing, infrastructure and category strategy.
Significant iImprovement in working relationsnios with Qcado Group. Creater "omni-channel” joint working, wilh upcoming trials on data
sharing and category approacnes As cxpectea 2021/22 saw a reduction in average basket size resulling ina aecline in revenue,
haowever, Ocado subst antially outperformed the online gracery market. M&S branded products consistently make up aver 25% of
Ocadgo Retail's sales, generating substantial buying gains for both M&S Foods and Ocado Retall

Revitalise Plan A,

Plan A nas awways been animportant pillar witnin the M&S business, and tris year saw a relauncn of a strengthened Plan A mission
proviaing new oversighl, energy and mornentum, and a singular facus on cutting the M&S carbon footprint by one tnird by 2025 and

Lo be lully net zero by 2040. Agreed a new £850m Revolving Credit Facility Linked to the dctlvory_gf__t_!j_g_net zZero roadnap

Eoin Tonge Drive a focus on financial delivery of critical transformation strategies in Property and supply chain.
Stepoed up the new slore aipeline Lo enable a drive in rotation with ¢ 15 new full lne stores and a further 32 store closures in the
pipelne over the next three years with expectation that Lus will build further. Trials implernentea to test an accelerated "close and
recapture” madel delivered proofl of concept, expanding possibilities arcund estale retabion capabilities. Strong results from recent
openings witn sales averaging 11% above plan wilh paybac«< at around 15 years (-14% againsl plan)

With regard to supoly chain, Eoin played a koy ro.c 1n the resetting of the Gist relationship. Put a strong three year plan in place for
Clothing & Home supply chain and successfully delivered in store fulfilment.

Design and deliver critical Group investment evaluation processes and models.

Furtner Lightening of our caoital discipline and appraisal processes. Delivered corperate development through purchase of
strategically dentiliea businesses, such as Nooody's Cnila, Tne Sport s Edit ana cur investment in tne frue investment fund.
Successfully integrated Jaeger into the M&S (armily

Shape and strengthen the balance sheet.
Balance sheet strengthonea with net debt down two thirds from two years ago, through prudent cashllow management,
capex discpling and working capilal mitiatives Crtically renegoliated bank revolving credit facility.

Deliver step change in the control environment,
Imorovement in all internal governance mechanisms including reporbing Lo and engaging wilh the Audit Committee ana
ESC Cormmittee. New business model control framework put in place

FIGURE 11: ANNUAL BONUS SCHEME 2021/22 (AUDITED)

CORPORATE GROUP PET (70%)

INDIVIDUAL {30%)

TOTAL PAYMENT

Taré;tjperformance mi?erf;mance Achieveméntﬂ )
Director Min £218m  Maxgélm  xofsalary £000
Steve Rowe 100% of max bonus 83.3% of max bonus 190% £1 ,601
£522.9m
Eoin Tonge  100% of max bonus N 83.3% of max 190%  £1,151
£522.9m
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ANNUAL BONUS SCHEME CONTINUED

DEFERRED SHARE BONUS
PLAN {AUDITED)

Currently 50% of any bonus payment is
compulsority deferred into a conditional
share award These awards vest after three
years, subject to continued employment
as well as malus provisions. As Lthe ABS did

i not opcrate in 2020/21, no share awards
under the DSBP were made during the
year. The table below provides the value of
the share awards to be made inrespect of
the 2021/22 bonus. This value reflects half
of the value shown for the 2021/22 bonus
payments in the single figure table on

i page 85

FIGURE 12:

ANNUAL BONUS SCHEME FOR 2022/23

During the year, the Commitice reviewed
the 2022/23 scheme, considering the
accelerated Naver the Same Again
transformation programme together
with bonus arrangements elsewhere in
the business.

The Comrittec was satisfied that the
structure of the ABS, as approved by
shareholders al the 2020 ACM, remans
appropriate Subject o the achiovernent

rmeasured ndependently of PBT
performance, no individual eloment may
bo earnod until a threshaold level of PBT
15 achieved

The remaining 30% of the bonus will be
measured against a scorecard of individual
objectives, identified as the measurable
koy priorities required to drive the
continued transformation of M&S.

The performance targets for the 2022/23

of stretching targets, set in line with
the 2022/23 financial plan, the scheme
provides for a compelitive bonus
opportunity with a strong focus on
stretching PBT performance.

scheme are deemcd by Lthe Board to be
too commercially sensitive to discloze

at this time, as they are nol disclosed
elsewhere in the report Where possible,
they wil be disclosed in noxt year's report

DSEP AWARDS Face value End of . . . . 3
IN RESPECT OF  Basis of  of award deferral  Exccutive directors are eligible to receive a - The Commitice, at its absolute discretion,
2021422 award 1000 petiod  honus payment of up to 200% of salary. May use 1S judgement 1o adjust
Steve Rowe  50% ol £8007 30/6/2025 Performance will be focused on Group oulcgmes toensure Lhat. any payments
. . bomus .. .. PBTbeforc adjusting ilems (PBT) (70%) rnade reflact overall business and
Eoin Tonge  50%of £57/57 30/6/2025  withindividual measures scl against koy ndwidual performance during the year
bONUS areas of delivery of the tramsforemation Alny dlscrcttor\‘app‘god will bo clearly
P, . disclosed and justified.
plan. Individual performance will again be
I
__ CORPORATE TARGETS INDIVIDUAL OBJECTIVES
Scorecard of
individual
Group PBT before adjusting iterns PBT measures
Director % bonus % bonus  Measures i
Stuart 30% - Leaoanaaevelop a sutcessfa rmytnm and effective ways of
Machin working with new cxecJdtive tearn lLeadership ana governance of
Exccutive Commullee
— implement a simplficd and effective organisational structure
— Evolve the Ocado Retall joint vent are and strategic plan
' - Deliver tne Food suoply cnain transformation
' — Deitiver the Property slore rotation ana renewal programmco.
— Create a high performing ana engageao cudure across the wnole
of M&S
Katie 30% ~— Deliver tne M32 and o™mru-channel strategy and pe-formance
Bickerstaffe — Irmprovement 11 5pac<s active menoers. engagemonl, persenaasation
ana payment
— Actieve Inlernationa. growtn ana strategy Tor Iaia expansicn
— Deuver eng to end c.othing suoo.y cnan (ohase 1)
— Deliver aigita. 310 data capability ana sat at tne neast of the aclivery
of tne next anase of growtn transforation
— C.otning category managerient and ef fective ways of wor<ing
Eoin Tonge 30% - Continuc tormorove and strengtaen the Groun ba.ance sheet

- Impement a new energisen control ana nisx frameworx

— Leagine strateqic framewor review for1ne next omase of
growtn transfarmation

— Acce.grate e Pronerly store rotation arogracmme

— Lead tne organisation proacctivity ana efficicncy nitiatives

— Deaverasteo cnange 1 oar sustamacaty oian ana pat at tae
centrg of odr Brand ana prooosition
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PERFORMANCE SHARE PLAN (PSP)

PSP AWARDS MADE IN 2021/22 (AUDITED)

Ahead of grants being madg, the
Committec reviewed the long-torm
ncentive framoework al M&S, assessing
the extent Lo which it remained suitabte.
After consideration, it was decided that
the current structural arrangements
remained appropriate, 20% of Lthe 2021
PSP award would be based upon strategic
transformalion goals relevant to the
achieverment of the business strategy cover
the next Lthree years and the remaining
80% of the award would be based un EPS
{30%), ROCE (30%) and relative TSR (20%}.

TSR is measured against a bespoke group
of 13 companies taken from the FTSE 350
GCeneral and Food & Drug Retailers indices,
reviewed prior to grant to ensure the
conslituents remaincd appropriately
aligrned to M&S" business operations and
best reflected the value of sharcholders

investment In M&S over the respective
paerformance period. These companies
are listed in Figure 14

In light of the return of share price to
pre-pandemic levels, the Committee
decided that it was appropriate for grant
levels to return to 250% of salary for the
2021 PSP In determining the size of 1he
2021 PSP awards, the Committee decided
that as a result of the share price recovery
over the last 12 months, fewer shares
would be awarded than in 2020. The grant
was made on 29 Junc 2021

Having taken the decision 1o delay target
setting, the Committee consulled with
shareholders on the proposed targets
and received support for the proposed
targets. The strategic targets are deemed

too commercially sensitive to disclose but
will be reporied at the time of vesting.

In line with policy, awards wilt 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 threshold and
maximum per [urimance. For strategic
measures, no payment shall be made if
the target is not achieved This supports
the Committee's view that delivery of
these strategic measures is critical;
payment for achieverneont below the
target is not appropriate. Detailed targets
can be seen in Figure 13,

FIGURE 13: PERFORMANCE CONDITIONS FOR PSP AWARDS MADE IN 2021/22 (AUDITED)

JONVYNHIAOD

R Details o
2021/22 award measures Weighting Threshold Maximum
Adjusted EPS in 2023/24 (0) e e e e 30 L BP
ROCEIN2023/24(6) _ LL3os o 105%
Relative TSR ©20%  Med
Strategic measures 20%
Food Uke-for-Uke sales
Store staff cost to sales ratio
FIGURE 14: TSR COMPARATOR GROUP 2021/22 AWARDS
ASOS Dunelm Croup J Sainsbury Next Wm Morrisons
B&M European Frasers Kingfisher Tesco
Dixons Carphone JD Sports Fashion N Brown Croup WHSmith
FIGURE 15: PSP AWARDS MADE IN 2021/22 (AUDITED)
Threshold Face value End of
Basis of award level of of award performance
% of salary vesting EOOO period Vesting date
Steve Rowe e, 280%20% 2086 01/04/2024 | 25/06/2024
Eoin Tonge S 250% 20% 1,600 01/04/2024 29/06/2024

PSP grants were made as a conditional share award. When calculating the face value of awards to be granted, the numier of shares
awarded was multiplied by the average mid-market share price on the five dealing days pricr to the date of grant For the 202! award,
the share price was calculated as £1.5267, being the average share price between 22 June 2021 and 28 June 2021

FIGURE 16: PSP AWARDS VESTING IN 2021/22 (AUDITED)

reviewed this level of vesting against the
wider business performance of the pericd
and determined this level of payment was
appropriate, nc discretion was applied for
either share price movements or
formutaic vesting outcomes.

Delails of performance against the
speClIc target s set are shown in the
table overleaf,

For direciors in receipt of PSP awards
granted in 2019, the awards will vest

in June 2022 based on Lhree-year
performance over the period 1o 2 April
2022, Performance has been assessed
and it has been determined that 0% of the
total award will vest. The Committee

The total vesting values shown in Figure 17
directly correspond to Lhe figure included
in the singte figure table on page 95.
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PERFORMANCE SHARE PLAN (PSP) CONTINUED

Adjusted EPS in Average ROCE
2021/22  (2019/20-202)/22)
e TSR
Total vesting
% of award
2019/20 award 1/3 of award 1/3 of award 1/3 of award
Threshold performance ) e ) 227 B 102 Median
Maximum performance 285 12.7 Upper quartile
Actual performance achieved o ) - 217p 87% Below median
Percentage of maximum achieved 0% 0% 0% 0%

The targets outlined above are stated on a post-IFRS 16 basis and include adiustments that bave becn made for the impact of the
investment in Ocado Retall Lirmited. The original targets were EPS 24.0p-310p and ROCE 13.0%-170%. For threshold performance 20%
of the 2019/20 award would have vested, increasing to 100% on a straight-line basis between threshold and maximum performance.

FIGURE 17: VESTING VALUE OF AWARDS VESTING IN 2021/22 (AUDITED)

,,,,, ‘On grant o At the end of performance period (2 April 2022)
Dividend
i 14

o?:rr:;‘::; equ:;l:‘r:?; ! Impact of Total vesting
granted {incl. during the | share price of award
rights issue % of salary performance Number of Number of Lfrforman:ef £000
adjustment) granted period shares vesting  shares lapsing e
Stove Rowe 283,801 250% 51,437 I8} 1,035,238 - £0k

Dividend cguivalents accrued during the performance period have been included in the table above.

PSP AWARDS TO BE MADE IN 2022/23

During the year, the Committec reviewed the long-term incentive framewaork at M&S, assessing the oxtent to which it remained
suitable. While the 2022 PSP will maintain the measures used for the 2021 PSP awards (30% adiusted EPS, 30% ROCE, 20% rolative TSR
and 20% strategic measures), the EPS and ROCE targets have been increasad from thase scenin awards from previous years.

In making this decision, the Committee was mindful of the need to ensure that M&S' PSP motivates senior leaders to drive the
required transformation to secure M&S long-term success while balancing sharcholder interests Overall, the Committee belicves that
these PSP targets are appropriately stretching in the conlext of the business and analyst expectations and remain cqually challenging
as those sct at the start of the performance period Tor previous awards

TSR will once again be measured against a bespoke group of companies taken from the FTSE 350 Ceneral and Food & Drug Retailers
indices. The existing group of 13 companies, as detalled in Figure 14, was thoroughly reviewed to ensure Lhe constituents remained
appropriate and aligned lo M&S business eperations. This reviow resulted in the removal of Wm Morrisons, as it is no lenger lsted on
the FTSE The revised TSR comparator group of 12 companies can be found in Figure 19

Following a debate on M&S' share price performance since the 2020/21 PSP was awarded 0 June 2021, a grant of 250% of salary

was approved for ihe 2022 PSP The Cornmittes wilt revicw and reconfirm this decsion rnrmediately prior 1o grart Lo ensure this
remains appropriate

Performance will be measured as shown in Figure 18 below, with 20% of awards vesting for threshold performance and 100% for maximum

FIGURE 18: PERFORMANCE CONDITIONS FOR PSP AWARDS TO BE MADE IN 2022/23

Details
2022/23 award measures Weighting U T_hresh;ld T “Maxir;\:‘-rﬁ
Adyusted EPS In 2024/25 (0) 30% 18p 27p
ROCE in 2024/25(%) T sw T Tsw T 0w
Reletve TSR . ... ... ... 2% Wedien upper quartic
Strategic Measures ' ' ' ' ' 20% ‘M&S'c'om“g-ro@t"h o

Food like-for-tke sales
store staff cost to sales ratio
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PERFORMANCE SHARE PLAN (PSP) CONTINUED

FIGURE 19: TSR COMPARATOR GROUP 20622/23 AWARD

ASOS Dunelm Croup J Sainsbury Next
B&M European Frasers Kingfisher Tesco
Dixons Carphone JD Sports Fashion N Brown Croup WHSmith

EXECUTIVE DIRECTORS’ REMUNERATION

FIGURE 20: DIRECTORS’ SHAREHOLDINGS (AUDITED)

The table below sets out Lhe total number of shares held by cach executive director serving on the Board during the period to
2 April 2022 Shares owned outright nclude those held by connected persons.

There have been no changes in the current directors  interests in shares or options granted by the Company and 1ts subsidiarics
between the end of the financial year and 24 May 2022 No director had an interest in any of the Commpany’s subsidiaries at the

stalutory end of the year. 2
=
With Without z
performance performance 2]
oo Conditions | ..conditions Vestad "
Shares owned Performance Restricted Share unexercised
cutright Share Plan Plan options
Steve Rowe o 562,662 3,861479 - -
Eoin Tonge 277999 2032049 789,252 -

FIGURE 21: SHAREHOLDING REQUIREMENTS INCLUDING POST-CESSATION (AUDITED)

Alt executive directors are required to build shares equivalent in value to a minimum percentage of their salary within a five-year pericd
from their appoinlment date For the CEQ, this reqguirement is 250% of salary and for other executive direclors Lhe requirement is 200%
of salary. A similar requirerent of 100% of salary currently applies to memibers 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 2 April 2022. For Steve
Rowe, his 250% sharcholding requirement is measured from the date he was appointed CEO. Although the respective target has nol
yet been achicved, Lhe Committee is satisfied that no shares granted or held have been scld by either the CEO or hus related parties
and that the CEO's interests remain strongly aligned with shareholders.

For the purposes of the requirements, the net number of unvested share awards not subject to performance conditions is included
and is reflected in the chart below. The Committee continues to keep sharcholding requirement guidelines and actual director
shareholdings under review and will take appropriate action should it feel this s necessary.

To supporl the Committee’s intention to drive long-term, sustainable decision-making for the benefit of M&S and our shareholders
and in line with the 2018 UK Corporate Governance Code changes and the Investment Association's updated guidelines, in 2020

the Commitlee approved the extension of shareholding guidelines to beyond Lhe time at which an exccutive director leaves M&S.
Directors are required to maintain their minimum shareholding requirement, or, if their level of shareholding is telow this, their actual
shareholding, Tor two years after leaving M&S. For the avoidance of deubt, the Committee has approved all vesting awards from 2020
grarls onwards to be held in a nominee vehicle to ensure the successful operation of this policy

For the purposes of this calculation, an average share price is used to reduce the impact of share price volatlity on the results.
The average share price Tor the year was £1.809, with resultanl sharcholdings illustrated in the chart below.

Steve

Rowe i 126% 250% of salary

Eoin

200% of
Tonge 00% of salary

210%

. Shares awcd outr ght . _wesina DoBRfRSE <hares Shareno.ging reguire™e b
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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

ShareSave, the Company's save as you
carn (SAYE) scheme, and ShareBuy, the
Company’s share incentive plan, on the

same basis as all other cligible collcagues.

Further details of the schemes are set out
imrote 13 of the financ al siaterments on
pages 154 to 156

Awards granted under the Company’s
SAYE scheme and discretionary share plan
can be mol by the issue of new shares
when Lhe options are exercised or through
rnarket purchasce shares.

The Company monitors the number

of shares issued under these schemes
and thoir impact on dilution Limits The
Company™s usage of shares compared
with the dilution Urnits set by the
Investment Association in respect of alt
share plans (10% in any rolling 10-yoar
pened) and execulive share plans (5% in
any rolling 10-year peniod) as al 2 April
2022 s shown in Figure 22 and 23

FIGURE 22: All share plans

Actual
Limit }

Actual
Limit

FIGURE 24: EXECUTIVE DIRECTORS’ INTERESTS IN THE COMPANY'S SHARE SCHEMES (AUDITED)

Maximum Dividend Maximum

receivable at  Awarded during  Exercised during Lapsed during equivalents Teceivable at

3 April 2021 the year the year the year accrued 2 April 2022

Steve Rowe L. e e
Performance Share Plan - 3228450 1366509 - 733480 - 3861479
Deferred Shafe Bonus Plan e T T T - e T
SAYE 2105 - - - - 21,951
Total 3,250,401 1,366,509 - 733,480 - 3,883,430

Pecformance Share Plan_

Restrictod SharePlan

SAYE
Total

L lpagsa smesn - o 2012048
789252 o Tl T - T T, 789,252
1,860,741 982511 - - - 2843252

The market price of the shares at the end of the financial year was £1 5795, the highest and lowest share prices during the financial

year were £2,5690 and £1.3155 respectively.

Figure 25 shows the time harizons of out standing discretionary share awards (including dividend equivalent shares accrucd during
the performance perad) for all diractors servng on the Board durng the year

FIGURE 25: VESTING SCHEDULE OF EXECUTIVE DIRECTORS’ QUTSTANDING DISCRETIONARY SHARE AWARDS

Maximum 2022/23 2023/24 2024/25
Teceivable at o T T ot
2 April 2022
(all discretionary Maximum Maximum Maximum

schemes) receivable ‘Lapsed receivable Lapsed receivable Lapsed
Steve Rowe Performance Share Plan 3860479~ 1035238 1459737 - 1,366,509 -
Eoin Tonge Dcrformahcc Share Plan 2032049 - - 1045538 - 982,501 -
Restricted Share Plan 789,252 526,168 - 263,084 - - -

As reported on page 99, the 2019 PSP awards included within tne totals shown in Figare 25 will vest at 0% in June 2022 This has been
reflected above inthe 2022/23 Lapsed colurmn

132 Marks and Spencer Group plc



EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 26: PERFORMANCE AND CEQC REMUNERATION COMPARISON

This graph illustrates the Cormpany’s porformance 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 this remains the most appropriate comparator. The calculation of TSR s
in accordance with the relevant remunecration regulations. The table below the TSR chart sels oul the remuneration data for directors
undertakeng the role of CEC during each of the last 10 financial years.

2011412 2012/13 201314 2014415 2015/16 2016/17 201718 plew-1IL 201923 267501 2021722
~— Marks and ! £m
Spencer
Group ple (£ 200 a0
= FTSE 100 O
Index {£)
Snure e 18] 10
Thomsor
[ETEL 23
CEO single agjozna 205 oz0ane
figure 0 gajoapz  30/03013 olfeaf17 IR 2u
remuneration 30/03/19 "
L) °
- o3/parn  XeA22
® ® ° [ ® ® Y ® ) b '
a i
CEO
CEC single Steve Rowe - - - 1,642 1123 1517 1,205 1,063 2630
figure (£00C)  Marc Boliand 2142 1568 2095 2,015 - - - - - -
Annual bonus ggﬁ Rowe - - - - _3698%  Q00% 000% 0.00% _000% 95.0%
payrnenl e
(% of maximumn} Marc Bol.and 42.50% 0.00% 30.55% 3180% - - - - - —
PSP vesting S B - 000% 8.20% 340% 11.20% 000%  000%

{% of maximum) m T0000% | 760%  470%  480% - - - - -

FIGURE 27: PERCENTAGE CHANGE IN DIRECTORS' REMUNERATION

% crange 201%/2020-2020/21 The lable sets out the annual percentage
change in salary, benefits and bonus for

% Change 2020/21-2021/77

2070471 201920 -
Base salary Base salary/ each director compared with that of the
fees Beneflts _Annua. bonus e Benelns AnnJalbonus  syerage fUll-lime equivalent total reward
SteveRowe e 20%  100% 0% 368% o forallUKcolleagues.
CoinTonge W% -33% 100 L. 0% = . FOr non-executive directors,
ArchieNorman 1% 200% 0% M NA L penefits comprise taxable expense
Andy Halford 1% 100% o 0% 0% N/A - reimbursements relating to travel,
Andrew Fisher % - 100% 0% 100% N/A - accommodation and subsistence in
Justin King % o0% 0% 100% N/A conncctson‘\x/lth the aFtendam;e at Board
T P p— T T e IS e g COMMIittee meetings during the year.
amara ngram A - The change in the taxable benefits is a

Sapna Sood

resull of Covid-19 travel restrictions easing
and nol a change in the benefits policy.

Fiona Dawson

UK colleagues

{average FTE) 2% 0% 100% 0% 0% -

FIGURE 28: RELATIVE IMPORTANCE 2020/21 2021422

OF SPEND ON PAY fm £m % change
The table oppesite illustrates the TOHL ,C,QELE?QHQ By i i, ]'4637 MI’QBUZ,E’ ]6%
Company's expenditure on Gay in Totalreturns to sharcholaers - NbL o NIL -
comparison with profits befare tax and Group PBT before adjusting itemns 416 522.9 1,257%

distributions to shareholders by way of
dividend payments and share buyback.
Total colleague pay is the tolal pay for
all Group colleagues. Group PBT before
adjusting items has been used as a
comparison, as Lthis is the key financial
metric that the Board considers when
assossing Company performance

Croup PBT before adjusting itcms as disclosed on page 86
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REMUNERATION

REMUNERATION REPORT

CONTINUED

EXECUTIVE DIRECTORS' REMUNERATION CONTINUED

FIGURE 29: SERVICE AGREEMENTS

0 Uine with aur policy, direclors have
rolling contracts which may be terminated
by the Company giving 12 months notice
or the director giving six months' notice.

Tate of

AnPO Atment Nobice oenad

Steve Rowe

Sleve Row 02/04/2016
Eoin Tonge

02042018 12 manths/g manths
08/06/2020

12 mahths/é months

CHANGES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2021/22

DIRECTORS APPOINTED TO THE BOARD PAYMENTS FOR THE

As announced on 10 March 2022, Stuart
Machin will join the Board on 25 May 2022
as CEQ. His basic annual salary is £800,000.
Stuart’s iIncentive arrangoments are
abigned with our Remuneration Policy, as
summariscd on page 91

It was announced on the same day that
Katie Bickerstalfe, having previously
served as a non-cxecutive director, will
rojoin the Board on 25 May 2027 as
Co-Chief Exccutive Her basic annual
salary is £750,000. Katfe's incentive
arrangernents are aligned wilh our
Romuneration Policy on page 91

EXTERNAL APPOINTMENTS

from 6 July 2022 to 5 July 2023, subject

LOSS OF OFFICE {audited) to mitigation.

As announced on 10 March 2022, Steve
Rowe will stand down from the Board after
the preliminary results on 25 May and will
cease futll-time employment with M&S at,
the ACGM on 5 July. In view of his wisdom
and formidable knowledge of the
business, he has agreed Lo remain as an
adviser to the new lcadership for up Lo

12 months The terms of his rermuneration
upon leaving arc in line with the approved
Terrrination Policy Steve s cortraciuatty
entitled Lo receive a salary, and bencfits,
by way of phased monthly payrents

The Committee determined good loaver
treatment in lne with the plan rules, and
therefore his unvesled conditional shares
awarded under the 2020 and 2021 PSP will
be time pro-rated to 5 July 2022 As
detarled carlier in the report, the PSP
awards granted in 2019 vosted in June 2072
at 0%, resulting in the award lapsing in full

PAYMENTS TO PAST

DIRECTORS (audited)

There were no payments made to past
directors during he period.

The Company recognises that executive
directors may be invited to become
non-exaculve directors of other

The Policy is for the individual directorio
relain any foe No executive directors held
an oxternal appointment during 2021/27

companics, and that thesc appointments
can broaden their knowledge and
experience to the benefit of the Campany

FIGURE 30: NON-EXECUTIVE DIRECTORS’ TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Non-exccutive directors receve fees
reflecting the time commitment, demands
and responsibilities of the role, Feos paid
to the non-execulive directors and Board
Chairman for 2021/22 and 2020/21 are
detailed in the table opoosite.

Benefits include cxpense reimburscments
relating to travel, accommodation and
subsistence in connection with the
attendance at Board and Committee
rmectings during the year, which are
deemed by HMRC {o be taxable

The amaunts in the table apposite
include the grossed-up cost of UK tax
paid by Lthe Company an behalfl of the
non-executive directors. Non-taxable
oxpense remibursement s have not been
included n the table

As reported tast year, the basic non-
executive feg increased by 1% to £72,215
with offect from 1 July 2021, The Board
Chairman was similarly awarded an
increase of 1% wilh effect from 1 July 2021
The total aggregate fee for the Board
Chairman increased to £618,00C

104 Marks and Spencer Group ple

The additional fee for chairing a committee increased in the year from £15,500 (o
£20000 with offect Tram 1 January 2022

Inline wilth pay increases across the business, non-executive director fees will increase
by 3% to £74,380 with effect from 1 July 2022 The Board Chairman was alsc awarded an
increase of 3% bringing the total aggregate fee Lo £636,540

Fee levels will again be reviewed in the year, ahead of any changes which would be
effective 1 July 2023,

Basic fees Additional Benefits Total
: fees £000 £000
Thretor Year \\...// T R
Archie Norman 02122 T2 oo 626
2020/21 71 5 617
Andy Halford e N N B S 103
2020/21 i 31 0 102
Andrew Fisher e\ 0 72 o W] .80
2020/21 71 16 O 87
Justin King 202v22 72 -0 0 72
2020/21 71 0 ! 72
Tamara Ingrarm’ 202122 Y 17 o .89
2020/21 60 10 0 70
Sapna Sood 202122 72 0O 0 12
2020021 60 Q Q 60
Evelyn Bourke 202122 77 0 S 73
2020/2% 12 0 O 12
Fiona Dawson 202122 B2 a O 62
{iror 25 May 2021 2020/2) o 0 0 K
toTne 70206421 2ad sonalfees Tor Taraera Ingrem™ mave beenresfated oinc ade s, B Comrmil e e Che rfeos ramed n

POT03° o0 pE N 202 577



NON-EXECUTIVE DIRECTORS’ REMUNERATION COMTIMNUED

FIGURE 31: NON-EXECUTIVE DIRECTORS’ SHAREHOLDINGS (AUDITED)

The non-executive directors are not
permitied to participate in any of the
Company’'s incentive arrangements.
All nor-exccutive directors are
required 1o bulld and maintain a
shareholding of at lcast 2,000 shares
inthe Company upon joining M&S,

The table opposite dolaits the
shareholding of the non-exccutive
directors who served on the Board during
the year as at 2 April 2022 (or upon ther
date of retiring from the Board), including
thosc held by connected persons.

Changes in the current non-executive
directors’ interests in sharcs in the
Company and its subsidiarics between the
end of the financial year and 24 May 2022
{or upon their date of retiring from the
Board) are shown in the table opposite

FIGURE 32: NON-EXECUTIVE DIRECTORS’ AGREEMENTS FOR SERVICE

Number Number

of shares of shares

held as at held as at

Director 2 April 2022 24 May 2022

Archie Norman
Andy Halford

Andrew Fisher

75200 No change

4,243 No change

148,600 No change

Justin ....64000 No change
Tamara Ingram 2000 Nochange
Sapna Sood 2000 No change

Fiona Dawson 12,352

No change

Neon-executive direclors have an
agreement for service for an initial three-
year lerm which can be terminated by
gither party giving three months notlice
{or six months’' notice for the Chairman).

The lable opposite sets out these terms
for all current members of the Board

Director

Date of appointmeant Notice period

Archie Norman

Andy Halford

Andrew Fisher

Justin King

Tamara Ingram
Sapna Sood

 01/09/2017 6 months/6 months
_ 01/01/2013 3 months/3 months
__0112/2015 3 months/3 months

3 menths/3 moenths

Fiona Dawson

__0yoe/2020 3 months/3 months
_ 01/08/2020 3 months/3 months
01/02/2021 3 reonths/3 months
25/05/202) 3 months/3 months

NON-EXECUTIVE DIRECTOR CHANGES TO THE BOARD DURING 2022/23

ROLE CHANGES WITHIN THE BOARD

Andy Halford retires as the Chair of the
Audit Committee on 7 June 2022; he will
remain as the Senior Independent Director
until he retires and steps down before

the 2023 ACM. His fee will increase, in line
with Lhe ncrease 1o basic non-executive
director fees, from £103,215 1o £105,280

Evelyn Bourke will become Chair of

the Audit Committec with effect from

7 June 2022 Evelyn will receive a total
fee of £92,215, which is inclusive of the
standard annual non-executive director
fee of £72,215 {(£74,380 from 1 July 2022).
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REMUNERATION

REMUNERATION REPORT
CONTINUED

REMUNERATION COMMITTEE

REMUNERATION COMMITTEE REMIT

During the year, the Rermuneration Committee reviewed the Terms of Reference to ensure that they reflected the government's latest recornmendations and the revised
orinciples of the Rermuneration Policy, a5 st out in the UK Corporate Covernance Code 2018 In partreular, the Commuttee, in its support of the Nerminatron Committee,
expanded its temil to specifically discuss the tatent and succession i the semar leaderstup group and associated pay arrangements The Terms of Reference can be faund
on the Company's website at cerporate.marksandspencer.com/investors/corperate-governance/governance-framework

KEY RESPONSIBILITIES

- The Commiltee continues Lo have a strong focus
an ensuring an appropriate allgnment batween
the remunearation of executive directors, the

Executive Commitiec and colleagues acrass ME&S,

ensufing that the serior rertuneration framework
1s strategically aligned with the business but that
it alsoatrracts and recogmses the Lalent required

to drive transfarmation and cultural change within

M&S The respansibilities are proadly as foliows
—~  Setong remuneration policy and practices that
are desgned to suppark strategy and promote
tho long-torm success of M&S while foliowing
the principles
-« Clarity: Rermuneration arrangement s
are transparent and prormote effective
engagement with sharehoiders and
the warkf{arce
Simplicity: Remuneration structures are
uncomplicated, and their rationale ana
operation are easy Lo undarstand.
Risk: Erisure that reputational and other risks
from excossive rewards, and behavioural risks

that can arise from target based incentive
plans arc dantified and rmitigatea
Predictability: The range of nossible values of
rewaras to execulive directars 1s identhied and
explaned at the tme of approving the poucy
Propoertionality: 1 he link belween individua!
awards, the aelivery of strategy and the
long-term performance of the Company

15 clear Outcomes should not reveard

poor performance

Alignement with culture: Incentive schemes
that drive behaviours consistent with

M&S’ purpose, values and strategy

- Derermining the terrns of employrment and
remuneration for the executive directors and the
Execative Cormnmittee, including recruitment and
termination arrangements
Considenng the appropriateness of tne senior
rernuneration frarmework and exercising
independent judgement and chscrotion when
authorismg rermunerarion o.Jtcames, taking

REMUMNERATION COMMITTEE AGENDA FOR 2021/22

Company and incividual perfornance, and the
context of the wider workfarce, wito acoount,

- Noting thr totat poy budgets, ncluding salary,
bonus and share scherne allocations, across all of
MBS, tagether with the principles of slocaton to
ensure appropriate consistency with tne senior
pay frameworks
Appraving the design, target s and total payments
for all performance-related pay schemes
operated by M&S seeking sharehowder approval
where necassary
Assessing the apprepriateness and subsequent
achieverment of performance targets relaling to
any share-based mcentive plan for the executive
directors and Executive Committee
Recening direct feedoack from BIC, the Croup's
colleague representative body, colleague voice
surveys and management reports to ensure
colleague views on Group culture, including
remnuneration strategy and (&0 are considered

REGULAR ITEMS
Pay arrangements

Wrthin the terms of the M&S Remuneration Policy,

approval of the: remuneration packages for the

execunve directors, the cxecutive Comrmilttee,

and army terminaticn payments where applicable,
- Consideration of the appropnateness of

the senior remuneration framework in the

context of che rest of the oraanisation and

oxternal governance

Noting oF the tota, budgeted salary expenditure

across MBS, ensuring prnciples for reward

allocation are aligned across M&S

Annual Bonus Scheme

- Review of achievernents agamst 2021/22
performance objectives for executive directors
and the Executive Commitiee

~ Approval of targes for the 2022/23 AB5S ensuring
That trie performance COnItIoNs are transparent,
stretcning and fgorously agphed

- Approva, of the 2022/23 nardual performance
okjectives for executive directors and tne
Executive Commtiee

EFFECTIVENESS OF THE
REMUNERATION COMMITTEE

During the year. the Baard Chairman .ed anonternal

review of Lthe Soard's effectiveness ALl non-execuative

chrectors naenendenty provided tner views, which
were then reviewed ana ascussed collectively

"ne Remuneration Commitiee, under the
teadershin of Andrew Fisher conlnues o operate
efficiently, mgttoss dscussed duang the year
fufil the Committee’s exoandea remit and are
thoughtfully debatec in the context of internag
ang externa. factors

106 Marks and Spencer Group plc

- Noting of the total budgeted expenaiture ‘or
the ABS across M&S

Long-term incentives

Aoproval of 2027 PSP awards for the executve
directors and the Executive Comrmttes

- Approve the 2022 PSP targets ensuring
appropriate aignment belween drving
exrephional nerformante and motvating and
retaimning top talent
Aporoval of the vesting level of the 2019 PSP
BWATCS SCTOSS MES,

- Regular review of allin- Flight PSPs against targets
Censideration of long-term share awards granted
1o tolteagues Deluw txecutive Comrmitee ovel.

Governance and external market

Review of the M&S Remunerabon Poucy, ensuring
that it continues to support the long-term
success 0f M&S and s aligned with the 2018 Ur
Corporate Gouerqance Code, other external
governance and emerging pest practice

2022/23 ACTION PLAN

- Revigw tne appropriateness of the seror
remuneration framework in the context of the
rest of the organisation and externat goverhang o

- Approvat OF the Directors’ Rermuneration Report

For 2021/22 and review of the AGM voting outcome

for the 2020/21 report

Review of the Comrmittee'’s gerformance in

2021422 mcwuding assurance that the princrples of

the revised Terms of Referonce and broader rermit

of the Committee are embedded

Assessrment of the external market when

COTTSIGENITIY (ErMUNEFETON arfangemernts for

executive diraclors and the Exccutive Commiriee

- Rewview the effectiveness and transparency of

remuneralinnreporung

Moting of direct feedback from BIG, M&S’

coleague representative body, tg ensure that

atl colieagae views arg reconved and tonsidered

by the Board when making remungration and

reward decisions

Talent planning

- Notng tne performance managemeat
PrOCess atross the DusIness

- Discussing senor .eadersnio talent ana
successuen planning

'

rull review of the M&S Remuneration Policy
anticsoation of the binding snarenolder vote at
the 2023 ACM, ensuning the oolicy continues to
accelerate the transformation and support
long-rerm success of M&S ana is alignea with
the 2078 UK Corporate Covernance Code, other
exteraal guvarnance ana emerging oest practice

- Review and discuss Group future pay and mcentive

stfuctures to augn with organmsational design
and M&S vauwses_ensuning sppropnateness of
reward stroctures and costs for tne future, as welt
as conunued augnmaent with the Boara aporoach
O fay

Peview o oropased 20 custamer sentment
rretric and ostablishenent of base line for
measurement Logether witn continuing discussion
Qn alternative E5C Meacures (o enaure anoropriate
focus on Plan A goals in Boara pay arrangements
Contintue ko support the war< of tne Nomimaton
Commitiee through tne assessment of senor
leadershi talent. succession olanrung ana
associated pay arrangements together witn
Lalent plans and cousague engageTent across
the entire organization



REMUNERATION COMMITTEE CONTINUED

FIGURE 33: REMUNERATION COMMITTEE MEETINGS

The table opposile delails the
independent non-cxccutive
directors that were members of
the Commitlee duning 2021/22.

COMMITTEE ADVISERS

Member
since

Number of % of
meetings
attended

Maximum .
possible meetings

attended

meetings

MEMBER

Andrew Fisher 1 October 2018 5

Archie Norman 3 November20l7 5 5~ 100%
Tamara Ingram 11 Septernber 2020 5 5 100%

In carrying out its responsibilitics, the
Committee is independently advised
by external advisers. The Committce
was advised by PwC during the year.
PwC 15 a founding member of the
Rermuncration Consultants Croup and
voluntarily operates under the code
of conduct in relation to executive
remuneration consulting in the UK.
The code of conducl can be found at
remunerationconsultantsgroup.com.

The Committee has not explicitly
considered the independence of the
advice it receives, although it regularly
reflects on the quality and objectivity of
this advice The Committee is satisfied that
any conflicts are appropriately managed.

Pw( was appointed by Lhe Committee as
its independent adviser in 2014, following
a rigorous and competitive tender
process. PwC provides independent
commentary on matters under
consideration by the Committee and
updates on legislative requirements, best
practice and market practice PwC's feos
are typically charged on an hourly basis,
with costs for work agreed in advance.
During the year, PwC charged £66,750 for
Remunerztion Commitice matters. This
is based on an agreed fee for business

as usual support, with additional work
charged at hourly rates. PwC has provided
tax, consuttancy and risk consulting
services to the Group in the financial year

Pw('s advisory team has no connection
with any individual director of the Croup.

The Commiltce also sceks internal
support from the CEQ, CFO, Cencral
Counscl & Company Secretary and

the Head of Executive Reward & Pay
Covernance as necessary. All may attend
the Commilice meetings by invitation but
are not present for any discussions that
relate directly Lo Lheir own remuneration.

The Committee also reviews external
survey and bespoke benchmarking
data, including thal published by
Aon Hewitt Lirmited, KPMG, PwC, FIT
Remuneration Consultants, Korn
Ferry and Willis Towers Watson.

REMUNERATION COMMITTEE STAKEHOLDER AND SHAREHOLDER ENGAGEMENT

The Committee 1s dedicated to ensuring
that excculive pay remains cormpetitive,
appropriate and fair in the contexts of the
external market, Cornpany performance
and the pay arrangements of the wider
workforce. In collaboration with the Head
of Executive Roward & Pay Governance,
the Committec gives colleagues,
through colleague representatives,

the opportunity Lo raise questions or
concerns regarding Lhe remuneration 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
arrangemoents were discussed in the
context of the reward framewaork for the
rest of the organisation and external
factors; no concerns were raised either
during these discussions or subsequently.

The Committee is dedicated to a
continuous, cpen and transparent
dialogue with shareholders on the issue of
executive remuneration. As described in
the Cormmittee Chair’s letter, dialogue on
the proposed measures and weighlings
of the PSP continued during the year.
Sharcholders were positive in their
feedback and confirmed that the targets
set aligned with their expectations.

SHAREHOLDER SUPPORT FOR THE REMUNERATION POLICY AND 2020/21 DIRECTORS' REMUNERATION REPORT

At the Annual General Meeting on
6 July 2021, 99.15% of shareholders
vated in favour of approving the
Directors’ Remuncralion Report for

2020/21 The Committee believes that this
llustrates the strong level of sharcholder
support for the senior remuneration
framowork. The table below shows full

details of the voting outcomes for the
2020/21 Directors’ Remuneration Report.

FIGURE 34: VOTING OUTCOMES FOR THE REMUNERATION POLICY AND 2020/21 REMUNERATION REPORT

Votes for

% Votes for

Votes against % Votes against  Votes withheld

20 AGM)

p

(3t the 2021 AGM)

062

87602 286% 94273
910,040 0.85% 2734663

APPROVED BY THE BOARD

Andrew Fisher Chair of the Remuncration Committee

London, 24 May 2022

This Remunerat on Poey 50d ERese reMUneration reports have boen prepared i a0 dance «ith the relevant provizion of the Compaties Act 2006 and on tne basss prescr bed in
the Large and Medium-sized Companies 390 Groups (Accpunts and Repor® 5] (Amenarnant) Regu.stions 2013 {"Lhe Regulstons™) Where required, data has been audited by Deloitte,

and s s ndicated aporopniately
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GOVERNANCE

OTHER DISCLOSURES

DIRECTORS’ REPORT

Marks and Spencer Group plc

flthe "Company™) is the holding company
ol the Marks & Spencer Croup of
companies (the "Group”).

The Directors’ Report for the year endoed
2 Apnl 2027 comprises pages 56 to 112
and pages 210to 211 of this report,
together with the sections of the Annual
Report incorporated by reference. As
permilled by legislation, some of the
rmatters required to be included in thae
Directors Report have instead been
included in the Strategic Report on pages
2 to 55, as the Board considers them Lo
e of sirategic importance Speafically,
these are”

- Future business developrment s
{throughcout the Strategic Report)

— Risk rmanagement on pages 45 Lo 46

— Detaills of branches operated by the
Company on pages 9 to 25,

- Information on how the directors
have had regard for the Company's
stakeholders, and the cffect of that
regard, on pages 32 to 34.

The Strategic Report and the Direclors’
Report together form the Management
Report for the purposes of the Disclosure
Cuidance and Transparency Rules

(‘DTRY 418R

Information relating te financial
instrurments can be found on pages 165
to 175 and is ncorporated by reference

For inforrmation on our approach Lo
social, environrmental and ethical matters,
please scc our ESC Committec report

on pages 70to 77, and refer to the
sustainability section of our website
marksandspencer.com/sustainability

Other inforrmation Lo be disclosed in the
Dircctors Report is given in this section

The Directors’ Report fulfils the
requircments of the Corporate
Covernance Statement for the purposes
of OTR 72 3R Further information 1s
avallable online at marksandspencer.
com/thecompany.

Both the Strategic Report and the
Directors Report have been drawn up

and presented in accordance with, and in
rebance upon, applicable English company
law, and the Labilitics of the directors in
connection with those reports shall boe
subject to the limitations and restrictions
provided by such law
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INFORMATION TO BE DISCLOSED
UNDER LR 9.8.4R

Fage

whimig Ruie Dretant reference

9.84R (1}(2) Not applicable N/A
GywmE
9.8 4R (4) Long -term 86-88,
Incentive schemaes 91-93,

95,

9%-104

BOARD OF DIRECTORS

The membership of the Board and
biographical details of the directors

arc provided on pages 60 and 61. Changes
to the directors during the year and up to
the date of this repaort are set out beotow
Details of directors’ bencficial and
non-beneficial interests in the shares of
the Cornpany are shown on pages 100 1o
102 and 105. Cptions granted Lo dircctors
under the Save As You Earn ("SAYE™ and
Excceutive Share Oplion Schemes are
shown on page 102, Furtheor information
regarding employee share option
schermes is prowided in note 13 Lo the
financial statements on pages 154 to 156

Fifestve date of
ueoartare/

REIC "o EleisCiniaal=nll

Departures

Sleve Rowe Exocutive 25 May 2022
Director

Appointments

Fiona " Non-Exccutive 25 May 2021

Bowson  Director

Stuart Excculive | 75 -Iqa&( 2022

Machn  ~ Dwector

Katie Executive 2% May 2022

Bickerstaffe Director

The appointment and replacerment of
dircctors is governed by the Cormpany’s
Articles of Agsociation (the “Articles?),

the UK Corporate Governance Code

(the "Code™), the Comparues Act 2006 and
related legislation The Articles may be
amended by a special resclution of the
sharcholders Subject to the Articles,

the Companies Act 2006 and any
directions given by special resolution,
the business of the Cormpany witl oe
managed by the Board who may cxarciso
all the powers of the Company

The Cormpany may, by ordinary resolution,

declare dividends not excesding the

amount recommended by the Board, .
Subject to the Companies Act 2006, the

Board may pay interim dividends and also

any fixed rate dividend, whenever the

financial position of the Company, in the

opinion of the Board, justifics its payrment.

The diroctors may from time to time

appoint. one or more directors The Board

may appoint any person to be a director ,
(so long as the tolal number of directors

doos not exceed the limit prescribed in

the Articles) Under the Articles, any such

dircctor shall hold office only untit the .
next Annual Ceneral Meeting (ACMT)

whore they will stand for annual election,

DIRECTORS’ CONFLICTS OF
INTEREST

The Company has procedures in place for
managing conflcls of imterest. Should a
dircctor become aware that they, or any of
their connecled parties, have an inlerest

N an existing or proposcd transaclion with
Marks & Spencer, they should notify the
Board in writing or at the next Board
meecung. Internal controls ar¢ In place to
ensure that any related party transactions
involving directors, or their connected
parties, are conducted on an arm's length
tasis, Dircctors have a continuing duty

to update any changes to these conflicts.

DIRECTORS’ INDEMNITIES

The Company maintains direclors and
officers’ Uability insurance which grovides
approprate cover for legal action braught
against its dircctors The Company has
also granted indemnitics to cach of its
directors and the Campany Secretary to
the extent permitted by law, Gualifying
third-party indemnity provisions {(as
defined by Section 234 of the Companies
Act 2006) werein force durning the yvear
oended 2 Apnl 2022 and remain in force
inrelation to certan losses and liabilities
which the directors {or Company
Secretary) may incur Lo third parties in
the course of acting as directors or
Company Sccretary or employces of the
Company or of any associated company
Qualifying pension scheme indemnity |
provisions {as defined by Section 235 of
the Comparies Act 2006) were in force
duning the course of the financial year
ended 2 Aprit 2022 for the benchit of

the Jrustees of the Marks & Spencer

UK Pension Scherme, both in the UK and
the Republic of Ireland



PROHII AND DIVIDENDS

VARIATION QF RIGHTS

The profit for the financial year, after
taxatlon, armounils Le £309.0mm (Last
year £(194.4)m on a b2 week basisy The
directors have not declared dividends
as follows:

Ordmary shares frm

No proposed interim dividend

(Last year no proposed

interim dividend) -
No proposed final dividend

(last year no proposed

final divi
No divi
for 2021/22

(lasl year no

proposed dividend) -

SHARE CAPITAL

The Company's issued ordinary share
capital as at 2 April 2022 comprised a
single class of ordinary share. Each share
carrics the right Lo one vote al general
meetings of the Company.

During the financial year, 215,753 ordinary
shares in the Company were issucd under
the terms of the United Kingdom
Employees’ SAYE Share Option Scheme,
31,470 shares were issued al a price of
151p, 122,163 shares at a price of 82p and
62,120 shares at a price of 238p.

In addition, during the pericd, 2,176,000
ordinary shares were issued to salisfy
employee share awards under the
Company's Restricted Share Plan at a
price of 1p.

Detaiis of movements in the Company's
1ssued share capital can be foundin
note 24 to the financial statements

on page 177

RESTRICTIONS ON TRANSFER
OF SECURITIES

Subject to applicable statutes, rights
atlached Lo any class of share may be
varied with the writlen consent of the
holders of at least three-quarters in
nominal value of the issued shares of
that class, or by a spccial resolution
passed at a separate general meeting
of the sharcholders,

RIGHTS AND OBLICATIONS
ATTACHING TO SHARES

Subject to the provisions of the
Companies Act 20086, any resolution
passed by the Company under the
Companies Act 2006 and cther
sharcholders' rights, shares may be issued
with such rights and restrictions as the
Company may by ordinary resotution
decide, or (if there is ne such resolution
or so {ar 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 2021 ACM to purchase
in the market up Lo 10% of the Company's
issued share capilal, as permitted under
the Company's Articles. No shares were
bought back under this authonty during
Lhe year ended 2 April 2022 and up 1o the
date of this report.

This standard authority is renewable
annually, the directors will seek torenew it
at the 2022 AGM.

the Compdny was als@ authorised at the
2021 AGM, pursuant to the reduction of
the nominal value of its ordinary shares
from £0.25 o £0.01, 10 make an of f-market
purchase of its deferred shares of £0.24
each. In accordance wilh this authorily,
1,957.779,626 deferred shares of £0.24 were
bought back for a total aggregate armount
of £001, and cancelled on 8 July 2021,

INTERESTS IN VOTING RIGHTS

Information provided to the Company
pursuant to the Financial Conduct
Authority's DTRs is published on a
Regulatory Information Service and

on the Company's website. As at 2 Aprit
2022, the following information has
been received, in accordance with DTR
5, from holders of notifiable interests in
the Company's issued share capital.

Notifiable interests

Vating nghts

The information provided below was
correct at the date of notification;
however, the date received may not
have been within the current financial
year. it should be noted that these
holdings are Lkely to have changed
since the Company was notified.
However, notification of any change is
not required until the next notifiable
threshold is crossed.

% of capital
disclosed Mature of holding as per disclosure

There are no specific restrictions on the
transfer of securities in the Company,
which is governed by its Articles and
prevailing legislation The Company is not
aware of any agreements between holders
of securities that may result in restrictions
on Lhe transfer of securities or that might
result in restrictions on voting rights.

Schroders plc 90,153,730 5549 Indirect interest (5.547%),
CFD (0.001%)

Citadel LLC andits group 97,679,549 500052" Equity swap

Blackrock, Inc. 98,157 250 501 indirect interest (4.62%),
securities lending (0.13%),

B CFD (0.26%)

RWC Asset 104,965,660 538 Indirect interest

Management L] P s .

Norges Bank 57,796,956 295168 Direct interest

*  Disclosures rade prior to the 2019 rights ssue

** Disclosed on 15 September 2020 A further disclosure was made on 15 September notifying the Company
thal Citadel’s holcing had decreased below the 5% ~otif ab.o threshold which d d not state the new positior

in the pericd from 2 April 2022 to the date of this report, we received a further

notification in accordance with DTR & frorm Blackrock Inc., disclosing a helding

of 117,319,126 ordinary shares (597%, broken down as follows: Indirect, 5.49%;

Securities lending, 0 07%, and CFD, 041%).
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GOVERNANCE

OTHER DISCLOSURES

CONTINUED

The directors were granted authority

at the 2021 AGM Lo aliot relevant
secunties up to a norminal amount of
£6,521758.64. This authority will apply
until the conclusion of the 2022 ACM.

At this year's AGM, sharcholders will be
asked to grant an authority to allot
relevant securities (1) up fo a nominal
amount of £6,529,88195 and (i)
comprising equity securities up to a
nominal amount of £13,059,763.91

fafter deducting from such brmit any
relevant secunities allotted under (i),

in connecilon with an offar of a rights
1Issue (the Seclion 551 amount), such
Section 551 amount Lo apply untilthe
conclusion of the ACM to be held in 2023
or on 1 Oclober 2023, whichever 15 sconer.

A special resclution will be proposed

10 rencw the directors’ powers Lo make
non pre-emptive issucs for cash in
connection with rights issues and
otherwise up {o a nominal amount of
£979,482 29, In addition, a separate
special resolution will be propaosed, in tne
with institutional sharcholder guidelines,
to authorise the directors to make

non pre-emptive ssues for cash in
connection with acguisitions/specificd
capital investments, up to a further
pormnal amount of £979,482.29,

A special resolution will also be propoesed
to renew the directers authority to
repurchase the Company's ordinary
shares in the market. The authorily will
ba imrited to a maximurm of 195,896,459
ordinary shares and sels the minimum
and maximum prnces which will be paid.

DEADLINES FOR EXERCISING
VOTING RIGHTS

Votes are excrcisable at a general meeting
of the Company in respect of which

the business being voted upon s baing
heard. Votes may be cxercised in persan,
by proxy or, 1IN relation to caorporate
mombers, by corporate representatives
The Articles provide a deadline for
subrmission of proxy forms of not tess
than 48 hours beforc the ime appomted
for the holding of the meetng or
adjourned mecting. 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
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SICNIFICANT ACGREEMENTS -
CHANGE OF CONTROL

There are a numbeer of agreements to
which the Company is party thal take
effect, aller or terminate upon a change
of control of the Company following a
takeover bid Details of the significant
agreerncnts of this kind are as follows:

- The $300m US Notes issued by the
Company Lo various instilutions on
6 Decemnber 2007 under Section 144z
of the US Sccurities Act contain an
aption such that, upon 2 change of
control event, combined with a credit
ratings downgrade, ary holder of
such a US Note may require the
Cornpany to prepay the pnincipal
amount of that US Note

- The £850m Credit Agreement dated
13 December 2021 between the
Company and various banks contams
a provisien such that, upon a change
of control event, unless new torms are
agreed within 60 days, the facility under
this agrecment will be cancelled with all
outstanding amounts becoming
immediately payable with interest.

- The amended and restated Relationship
Agreerment dated & October 2014
(originally dated @ November 2004 as
amendod on 1 March 2005), betwoen
HSBC and the Cormpany and relating to
M&S Bank, contains certain proviaons
which address a change of control of
the Company Upon a change of
control, the existing rights and
obligations of the parties in respoct of
M&S Bank continue and HSBC gains
certain Umited addionat rights in
respect of exisling custormners of the
new controlter of the Company Where
a third-parly arrangement is in place
for the supply of financial services
products Lo existing customers of the
new controller, the Company is required
Lo procure the terrmination of sucn
arrangement as soon as practicabie
{while not being required to do anything
that would breach such a thwd-party
arrangement) Where a third-party
arrangement is so terminated, or does
not cxst, HSBC has the exclusive nght
to negotiate proposed terms for the
ofter and sale, of financial servicos
producls to the existing customers of

the new controller by HSBC onan
exclusive basis Where the Company
undertakes a re-branding exercise with
the new controller following a change
of control (which includes using any
M&S brand in respect of the new
controller's business or vice versa),
HSBC may, depending on the nature
of the re-branding exercise, have the
right (exercisable at HSBC's clection) Lo
terminate the Relationship Agrecment.

- The Cempany docs not have
agreements with any director
or employee that would provide
compensation for loss of office or
employment resulting from a takeover
oxcept that provisions of the Company's
share schemes and plans may cause
options and awards granted Lo
cmployees under such schemoes and
plans to vest on a takeover

COLLEAGUE INVOLVEMENT

We remain committed to colleague
involvernent throughout tha business
Colleagues are kept wellinformed of the
performance and strategy of the Croup
Examples of colleague involvement and
cngagement, and information on our
approach to our workforce, are highlighted
throughout this Annual Report and
speclically on pagos 2610 29,32 ta 34,
and 63 to 64

Share schemes are a long-established and
successful part of colleagues tolal roward
packages, encouraging and supporting
employee share ownershig The Company
opcrates both an all-employee SAYE
Scheme and Share incentive Plan As at

2 April 2022, 15,442 colleagues were
participating in ShareSave, the Company’s
SAYE Scheme. Full details of all schemes
are given on pages 154 to 156,

There are websites for both pension
schemes — the defined contribution
scheme (Your M&S UK Pension Saving
Plan) and the defined benefit scherme
(the Marks & Sponcer UK Pension Scheme)
- which are fully accessible to employees
and former employees who have retained
penefits in oither scheme. Employecs are
updated as necded with any certinent
information on their pension savings



EQUAL OPPORTUNITIES

The Group s committed to an active
inclusion, diversity and equal
oppertunities policy: from recruitment
and selection, through training and
development, performance reviews
and promaetion, to retirement.

The Company's policy is to promolc an
environment free from discrimination,
harassmoent and victimisation, where
everyone will receive cqual treatment
regardless of gender, colour, ethnic or
national origin, health condilion, age,
marital or civil partner slalus, sexual
orientation, gendoer identity Gr faith.

All decisions relating to employrnent
practices will be opjective, free from
bias and based solely upon wark criteria
and individual merit. The Company is
respensive to the needs of ity employees,
customers and the communiLy at large.

M&S is an organisation which uses
everyone’s tatents and abilitios and
where inclusion and diversity are valued.
M&S has a business-wide inclusion and
diversily stralegy, sponsored by a
mermber of the Executive Commitiec
and championed by our Inclusion
Activation Group of senior leaders.

Our seven employee-led diversity
networks arc supported by a central
Inclusion and Diversity team, who work to
embed a culture of inclusion across the
organisation. in 2017, our inclusion and
diversity targels werc agreed as aiming
to have 50% fernale representation and
15% ethnic minority representation on the
M&S senior rnanagement team by 2022
Unfortunately, these targets have not
been achieved; in response we will
mamntain these as targets and through

a review and re-setl of our strategy and
approach, we will ensure focuys is given

to gender representation, ethnicily

and disabilly.

We know we have a lot more to do, bul we
are facing into this and want to show our
colleagues, custormcers and communities
that we continue 1o be committed to
rmaking M&S an inclusive organisation.

Further information on cur inclusion
and diversity initiatives can be found on
pages 26 to 29, and page 69.

EMPLOYEES WITH DISABILITIES

The Company is clear in its policy that
people with health conditiong, both visible
and neon-visible, should have full and

fair consideration for all vacancies.

M&S has continued to demonstrate its
commitment to interviewing those
applcants with disabilities who futfil

the minirnum criteria, and endeavouring
Lo retain employees in the workforce

I they become disabled during
employment. M&S will actively retrain and
adjust employees envirecnments where
possible to allow them to maximise ther
potential and will continue to work with

external organisations to provide
workplace opportunities through our
innovative Marks & Starl scheme, working
closely with The Prince’s Trust and
Jobcentre Plus, most recently via the
Kickstart programme.

RESEARCH & DEVELOPMENT

Rescarch and innovation rermain key to
our Food offer and the development
of improved product and fabric in
Clothing & Home. Further information
is available on our corporate website:
marksandspencer.com/thecompany

GROCERIES SUPPLY CODE
OF PRACTICE

The Grocenes (Supply Chain Praclices)
Market investigation Order 2009 (the
“Order”) and The Croceries Supply Code
of Practice (the "Code™) impose obligations
on M&S regarding its relationships with its
suppliers of groceries. Under the Order
and Code, M&S is required to submit an
annuat compliance report to the Audit
Committee for approval and then to the
Competition and Markets Authority and
Croceries Code Adjudicator (GCAT).

M&S submitted its report, covering the
peried from 4 April 2021 1o 2 Aprit 2022
to the Audit Committee on 12 May 2022,
It was approved on 19 May 2022,

In accordance with the Order, a surmmary
of thal compliance report is sel out below.

M&S belicves that it has matenially
complicd with the Code and the Ordor
during the relevant period. No formal
disputes under the Code have arisen
during the reporting period. There have
been seven instances during the reporting
pericd in which suppliers have either
alleged a breach or made a reference Lo
potential non-compliance with the Code.
M&S has worked with the supptiers to
address the issucs raised and six of them
have beenresolved or closed, with one
issue remaining open. One additional
Code reference made by a supplier before
4 April 2021 was also clesed during the
reporting period.

Adelailed summary of the compliance
report 1s available on our website

POLITICAL DONATIONS

The Company did not make any poliical
donations or incur any political
cxpenditure during the year ended

2 April 2022. M&S has a policy of

not making donaticns to politicat
organisations or independent election
candidates or incurring political
expenditure anywhere in the world as
defined in Lthe Polilical Parties, Elections
and Referendums Act 2000.

GOING CONCERN

In adopting the going concern kasis for
preparing the financial statemeants, the
directors have considered the business
activities as set oul on pages 10to 25,
the financial position of the Group, its cash
flows, liquidity position and borrowing
facilitics as set out in the Financial Review
on pages 36 to 44, thae Group's financial
risk rnanagement objectives and
exposures 1o liquidity and financial risks
as set cut Innote 21 to the financial
statements, as well as the Croup's
principal risks and uncertaintics as set
out on pages 47 to b4

Based on the Croup's cash flow forecasts,
the Board cxpects the Group to have
adequate resources to continue In
operation, meet iLs labkilities as they

fall due, retain suflicient available cash
and not breach the covenant under

its revolving credit facility for the
foreseeable future, being a period of

at least 12 months from the approval of
the financial statements. The Board
therefore considers it appropriate for the
Group to adopt the going concern basis
in preparing its financial statements.

IONYNEZAOD

@ see note 20 te the financial statements
(or morc information on our facilities

LONG-TERM VIABILITY STATEMENT

The directors have assessed the prospects
of the Company over a three-year pcriod
te March 2025, This has taken into account
the business model, strategic aims,

risk appetite, and principal risks and
uncertainties, along with the Company's
current financial posiion. Based cn this
assessment, the dircciors have a
reasonable expectation that the Company
will be able to continue in operation and
meet its labilties as they fall due over

the three-year period under review

o See our approach to asscssing long-term
viabluty on page 55

AUDITOR

Resolutions to reappeint Deloitte LLP as
auditor of the Company and to autharise
the Audit Committec to determine its
remuneration will be proposed at the
2022 ACM

ANNUAL CENERAL MEETING

The ACM of Marks and Spencer Group
plc will be breadcast online from
M&S’ Waterside House support centre
on b July 2022 at 11am. Shareholders
are advised not to travel Lo Lhe venue
on the day. The Notice of Meeting is
given, together with explanatory
notes and guidance on how to accoss
the meeling and vote electronically,
on pages 198 to 209
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GOVERNANCE

OTHER DISCLOSURES

CONTINUED

DIRECTORS’ RESPONSIBILITIES

The Board is of the view that the Annual
Report should be truly represcentative of
the year and provide shareholders with
the information necessary Lo assess the
Group's posilion, performance, business
model and strategy.

The Board requestad that the Audit
Committee review the Annual Reporl and
provide Its opinicn on whether the report
is fair, balanced and understandable The
Audit Committee’s opinion is on page 80.

The direclors are also responsible for
creparing the Annual Report, the
Rormuneration Report and Policy and the
financial stalements in accordance with
applicable law and regulations. Company
law requires the directors to prepare
financial statements for each financial
year Under that law the directors are
required to prepare the Croup financial
statements in accordance with
wternational accounting standards in
conformity with the reguirements of the
Companies Act 2006 and international
Financial Reporting Standards {1IFRS").
Under company law, the dircectors must
nol approve the financial statements
unless they are salisfied that they give a
true and fair view of the statc of affairs
of the Group and the Company and of
the profit or loss of Lthe Group and the
Company for Lthat period.

In preparing thesa financial statements,
the directors are requered to

~- Select suitable accounting polcics and
then apply therm consistently

- Make judgements and accounting
estimates that are reasonable
and prudent

- State whether applicable IFRS
(as adopted by the UK) have becn
followed, subject to any materal
departures disclosed and explaincd
N the financial statements

- Prepare the financial statements
on a gong concern basis unless it is
INnapproprate to presume that the
Cornpany will continue in business

112 Marks and Spencer Groug plc

- The directors are responsible for
kecping adequale accounting records
that are sufficicnt Lo show and explan
the Cormpany's transactions and
disclose with reasonable accuracy at
any time the financial pasition of the
Company and enable them to ensure
that the financial statements comply
with the Companies Act 2006. Thay are
also responsible for safeguarding the
assels of the Group and the Company
and hence for taking reasonable steps
for the prevention and dotection of
fraud and other rregulanes.

The directors are responsible for

the maintenance and integrily of

ithe Company's website. Legistaion
inlhe UK governing the preparation
and dissemination of financial
staternents may differ from legislation
in other jurisdictions,

Each of the current direclors, whose
names and functions are listed on pages
60 and 61, confirms that, to the boest

of their knowledge

~ The Group financial statements,
prepared in accordance with the
applicable sel of accounting standards,
aive a Lrue and fair view of the assets,
liabitities, financial position and profit
or loss of the Company and the
undertakings included in the
consolidation taken as a wholo.

The Managernent Report includes a

fair review of the development and
performance of the business and

the position of the Company and

the undertakings included in the
consoldation taken as a whole, togethor
with a description of {he principal risks
and uncertainties thal they face

- The Annual Report, taken as a whole,
is fair, balanced and understandable,
and provides the necessary information
for shareholders to assess the Croup's
position, performance, busingss modol
ang strategy

DISCLOSURE OF INFORMATION
TO AUDITOR

Each of the persens who are directors

at the time when this Directors’ Report

15 apperoved conlirms that, so far as
hefshe i aware, there is no relevant

audit inforrmation of which the Company’s
auditor is unaware and that he/she has
taken all the steps that he/she ought

to have taken as a director to make
himself/herself aware of any relevant audit
information and (o establsh

that the Company's auditor is aware of
that information,

The Directors’ Report was approved

by a duly authorised committee of the
Board of Directors on 24 May 2022 and
signed on its behalf by

Nick Aolmd

Nick Folland Ceneral Counscl
ang Compary Secretary

London, 24 May 2022




INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF MARKS AND SPENCER GROQUP PLC

Report on the audit of Lthe financial statements

1. OPINION

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 2 April 2022
and of the Group's profit for the
52 weeks then ended;

— the Group financial statements
have been property prepared in
accordance with United Kingdom
adopted international accounting
standards;

- the Company financial statements
have been properiy prepared in

accordance with United Kingdom
adopted international accounting
standards and as applied in
accordance with the provisions
of the Companies Act 2006; and

- the financial statements have been
prepared in accordance with the
requirements of the Companies
Act 2006.

We have audited the financial stalements
which comprise

- the Consolidated Income Stalement;

- the Consolidated Statement of
Comprehensive Income,

2. BASIS FOR OPINION

- the Consolidated and Company
Statements of Financial Position;

- the Consolidated and Company
Staternents of Changoes in Equity;

- the Consolidated and Cormpany
Statemnents of Cash Flows; and

— therelated noles 1 to 32 and C1 to C7.

The financial reporting framework that
has been applied in their preparation is
applicable law and United Kingdom
adopted international accounting

standards and, as regards the Company

financial statements, as applied in
accordance with the provisions of the
Companics Act 2006,

FINVYNHIAOD

We conducted cur audit in accordance
with International Standards on Auditing
(UK) (1SAs (UK)} and applicable law.

Our responsibilities under those
standards are further described in

the auditor’s responsibilities for the
audit of the financial statements section
of our report.

Ve arc independent of the Group and the
Company in accordance with the ethical
requirements that are relevant to our
audit of the financial statements in the
UK, including the Financial Reporting
Council’s (the 'FRC's) 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 Greup and Company for
the period are disclosed in note 4 to the
financial staterments. We confirm that we
have not provided any non-audil services
prohibited by the FRC's Ethical Standard
to the Group or the Company.

We believe that the audit evidence
we have abtained is sufficient and
appropriate to provide a basis for
our opinion.
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INDEPENDENT AUDITOR'S REPORT

INDEPENDENT AUDITOR’S REPORT
CONTINUED

3. SUMMARY OF QUR AUDIT APPROACH

KEY AUDIT MATTERS MATERIALITY

The key audit matters that we identified The materiality that we used for the

in the current year were. Group financial statements was £250m
(2021 £16.0m) which was determinad on
the basis of considering a number of
different metrics used by investors and

- impairment and impairment reversal
of UK store assets;

- accountng for the UK store estate other readers of the financial staterments
programme; These included:

~ inventory provisions for UK Clothing & - adjusted profit before tax,
Home; and

— earnings before interest, tax,
- disclosure of adjusting iterns as part depreciation and amortisation; and
of alternative performance measures.

- revenue.
Within this report, key audit matters are
identfied as follows: SCOPING
Increased level of risk @ We have performed a full-scope audit

. . on the UK component of the business.
Similar level of risk 0

Balances subject to Tull scope audit
9 represent 95% (20271 96%) of the

Decreased level of risk Croup's revenue, 88% (2021: 95%) of

adjusted profit before tax, 93% (2021 93%
of loss before tax) of profit before tax,
B80% (2021 80%) of total assets and 88%
(2021 88%) of totat liagilities. We perform
analytical review procedures on the
residual balances.

SICGNIFICANT CHANGES IN
OUR APPROACH

We have determined that the impairment
of per una goodwill and the going
concern basis of accounting are no
longer key audit matters in the current
period These changes are discussed
furtherin section 5.

4, CONCLUSIONS RELATING TO GOING CONCERN

In auditing the financial statements, we — assessed the appropriateness of
have concluded that the dircctors’ use of forecast assumptions by

the going concern basis of accounting
in the preparation of the financial
staternents is appropriate

- reading analyst reports, industry
data and other cxternal nformation
and comparing these with

Our evaluation of the directors rmanagernent’s cstimates,

assessment of the Croup's and Company's

ability Lo continue to adopt the gaing
concern basis of accounting included:

comparing forecast sales with recent

historical financialinformation Lo

constder accuracy of forecasting,

- obtained an understanding of relevant
controls relating to the assessmont of
going concern medels, including the
revicw of the inpuls and assumptions
used in those models,

testing the underlying data generated

to prepare Lthe forecast scenarnos

and to determinge whether there

was adequate support for the

assumptions underlying the forecast;

- oblaincd managerment’s board-
approved three-ycar cash flow forecasts
and covenant compliance forecasts,
including the sensitivity analyses,

reviewing correspeondence relating
to UK Government support such
as indirect tax holidays and
staff furlough,
- reviewod management’s assessment
of going concern and viability, including
the three-yoar plan, as set out in ther
pawer 1o the Audit Committee,

reviewing correspondence relating
Lo the availabilty of the Group's
financing arrangements,

considerning the results of the
senaitivity analyses performed, and

oevaluating the Croup's disclosures
on going concern aganst the
requirements of 1AS 1.
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Based on the work we have performed,
we have not dentified any material
uncertanties relating to events or
conditions that, ndividually or collectively,
may cast significant doubt on the Croup's
and Company’s ability to continue as a
going concern for a period of at least
twelve months from when the financiat
statements are authorised for issue.

inrelation to the reporting on how the
Croup has applied the UK Corporate
Covernance Code, we have nothing
material to add or draw altention to

In relation to the directeors’ statement in
the financial stalements about whether
the directors considered it appropriate
10 adopt the going concern basis

of accounting

Qur responsinities and the
responsibilities of the directors with
respect to gomg concern are described
N the relevant sections of this report



5. KEY AUDIT MATTERS

Key audit matters are those matters that,
in our professional judgemoent, wore of
mosi significance in our audit of the
financial staternents of the current period
and include the most significant assessed
risks of material misstatement (whether
or not due to fraud) that we identified.
These matters included those which had
the greatest effect on: the overall audit
strategy, the allocation of resources in
the audit, and dirccling the efforts of the
engagement team.

These matters were addressed in the
context of our audit of the financial
staterments as a whole, and In forming our
opinion thereon, and we do not provide a
scparate opinion on Lhesc matters.

Changes in the current period relative to
the prior period are as fallows

- Due Lo the recognition of an impairment
N the prior period, the carrying amaount
of per una goodwill1s below our
materiality and, therefore, it does
not represent a risk of malenal
rnisstaternent. We have thercfore not
identified the impairment of per una
goodwill as a key audit matter Goodwill
is disclosed in note 14

- Inthe prior period going concern was
identified as a key audit matteras a
response to the Covid-19 pandemic
when there was uncertainty around the
financial impact and the potential for

restrictions to the Croup's ability to
trade from its physical stores. This
uncertainty has reduced sigrificantly
and accordingly we have not dentified
the going concern basis of accounting
as a key audit matter in the current
period, Our conclusions relating to
going concern are discussed in
section 4,
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5.1. IMPAIRMENT AND IMPAIRMENT REVERSAL OF UK STORE ASSETS

KEY AUDIT MATTER DESCRIPTION

As at 2 April 2022 the Group held
£3,379.4 million (20211 £3,594.0 million)
of UK store assets in respect of stores
not considered for closure within the UK
store estate programme. In accerdance
with IAS 36 Impairment of Assets,

the Croup has undertaken an annual
assessment of indicators of impairment.
Animpairment charge of £6.9 million
(2021: £66.4 million) and a reversal of
previously recognised imparrment
charges of £63.4 million have been
recognised as set out in notes 5 and 15
to the financial statements.

As described in nole 15 Lo the financial
statements, the Group has estimated the
recoverable amount of store assets
based on their value in use, derived from
a discounted cash flow modet prepared
by management. The modelrelies on
certain assumptions and estimates

of future trading performance,
incorporating committed strategic
changes to the UK Clothing & Home and
Foed businesses and the performance of
new stores operating within their shetter
period {which takes into account the time
new stores take to establish themselves
in the market), all of which invoive a

high degree of estimation uncertainty
(as disclosed in note 1 and note 15).

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

The key assumptions applied by
rmanagernent in the impairment reviews
performed are:

- future revenue growth and changes in
gross margin,

- long term growth rates; and
- discount rates.

The Audit Committee considers this
to be a significant matter. Their
consideration is on page 81.

in responding to the identified key audit
matter we completed the following
audit procedures:

- obtained an understanding of relevant
controls relating to the impairment
review process,

- avaluated and challenged
management’s range of impairment
indicators with due consideration
given to the profitabkility impact of
committed strategic changes to
the UK Clothing & Heome and Food
businesses and the performance of
new stores,

- assessed the mechanical accuracy
of the impairment models and the
methodology applied by management
for consistency with the requirements
of IAS 36;

- assessed the appropriateness of
forecast revenue and gross margin
growth rates through comparison with
external economic benchmarking data
and with reference to historical
forecasting accuracy;

- assessed the appropriateness of
the discount rates applied with the
involverment of our internal valuations
specialists and compared the
rates appliod with our internal
benchmarking data;

— evaluated the appropriateness and
completeness of information included
in the impairment model based on our
cumulative knowledge of the business
driven by our review of trading plans,
strategic initiatives, minutes of
property and investrnent committee
meetings, ana meetings with regional
store managers and senior trading
managers from key product
categories, together with our wider
retail industry knowledge; and

- assessed the completeness and
accuracy of disclosures within the
financial staterments in accordance
with IFRS.

Key observations

We are satisfied thal the judgements
applied, mpairment charges and
reversats recorded and disclosures within
the financial staterments arc appropriate.
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CONTINUED

5. KEY AUDIT MATTERS CONTINUED

5.2. ACCOUNTING FOR THE UK STORE ESTATE PROGRAMME

KEY AUDIT MATTER DESCRIPTION

InFebruary 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 prograrnme i previous
periods was £657.6 million. A further net

charge of £161.4 million has been
recognised in the current period as a
result of

- anincrease in the number of stores
assessed as probable for closure and

the update of estimatos rnade in light

of known developments in the exit
strategy, including current trading
performance, negotiations wilh
landlords and changes in the retail
property market;

— depreciation of store assets where
previously identified for closure, as
they approach their planned closure
dates; and

— accelerated depreciation and
impairment of buildings and fixtures
and fittings in respect of additional
stores added to the programme.

Further information is set out in notes 1
and 5 1o the financiat statements and
page 22 of the strateqic report

Cur key audit matter was focused on
the specific assumptions applied in the
discounted cash flow analysis prepared
by management including the discount
rate, store closure costs, freehold sale

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

proceeds, leasehold surrender costs and
expected sublet income, lease incentives
and void periods.

The Audit Committee considers this
to be a significant matter. Their
consideration 1s on page 81.

In responding Lo the identified key

audit matter we completed the following

audit procedures:

- obtzined an understanding of relevant

controls relating to the review and
approvat of the Group's UK store
exit model,

- performed enguirics of management

and inspeciled the latest strategic
plans, Board and relevant sub-
cormmittee minutes of rmeetings;

- understood and challenged the basis

of management's judgement where
stores previously marked for closure
are no longer expected to close and

additional stores have been identified

for closure;
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- with the involvernent of our internal
real estate specialists, we ovaluated
Lhe appropriateness of management's
judgements for a representative
sample of properties and benchmark
with reference to external data;

- assessed the mechanical accuracy
of discounted cash flow models and
other key prowision calculations;

- assessed the integrity of key inpuls
to the discountied cash flow models
including the ciscount rate, store
closure costs, freehold sale proceeds,
lcasehold surrender costs, expected
sublet income, sublet lease incentives
and void periods with reference to
available evidence,

I

recalculated the closing provision for a
representative sample of stores;

evalualed the accuracy and
completeness of provisions recorded
in light of the status of the Group's UK
slore estate plan; and

assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied that the Group’s estimate
of the impairments and store exit
charges and the associated disclosures
are appropriate



5. KEY AUDIT MATTERS CONTINUED

5.3, INVENTORY PROVISIONS FOR UK CLOTHING & HOME

KEY AUDIT MATTER DESCRIPTION

As at 2 April 2022, the Croup held

UK Clothing & Home inventories of
£458.6 million (2021: £430.6 million),
inclusive of a provision of £48.3 million
(2021 £78.2 mitlion)

In 2020 the Croup recognised an
inventory write-down of £157.0 million
{of which £145.3 million retated to UK
Clothing & Home inventory) which
was included within the Group's
directly attricutable gains/(expenses)
resutting from the Covid-19 pandemic
adjusting item.

In the prior period the Group recorded a
net reversal of Lthe inventory impairment
of £90.8 mitlion (£101.6 million relating
to UK Clothing & Home inventory).

In this period the Group has reversed
or utilised the remaining Covid-19
provision of £18.6 million that was
criginally recorded and presented
within adjusting items.

As described in the Accounting Policics
in note 1 to the financial statements,
inventories are carried at the lower of
cost and net realisable value As a result,
judgement is applied in determining the
appropriate provisions required for
cbsolete inventory and inventory
expected to be sold below cost based
upon a detziled analysis of old season
inventory and forecast net realisable
value based upon plans for inventory to
g0 into sale. We consider the assessment

HOW THE SCOPE OF OUR AUDIT RESPONDED TC THE KEY AUDIT MATTER

of inventory provisions within UK
Clothing & Home to require the most
judgement due to historical trading
performance and the quantum of
gross nventory.

Management has determined the level
of provision using judgement and with
reference 1o forecast future sales utilising
available data from past pericds on the
saleability of stock. Management has
described its methodology for the
calculation of the inventory provision in
notes 1 and 5.

The Audit Committee considers this
to be a significant matter. Their
censideration is on page 81

IDINYNYIAOD

In responding 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
approval of the inventory provision,

- assessed the validity, accuracy and
completeness of the infermation
used by rmanagement in computing
the provision;

— assessed the mechanical accuracy
and logic of the models underpinning
the provision,

— understood the changes in the
provisioning methodology and
challenged the appropriatenass thereof;

- challenged and validated the key
assumptions applied by management
in estimating the provision, by
perforrming enquiries of buyers and
merchandisers, considering the current
purchasing strategy and ranging plans,
assessed the historical accuracy of
forecasting stock to be subject to a
future discount;

— tested the accuracy of Lthe process
used by management to identify
potentially impaired inventory across
a representative sample of individual
product lines; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
wilh IFRS.

Key observations

We are satisfied with the judgements
taken by management and that the
resulting inventory provision for UK
Clothing & Home is appropriate. We
believe the disclosures made around the
level of uncertainty appropriately reflect
reasanably possible future changes to
rmanagement’s estimates.
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5. KEY AUDIT MATTERS CONTINUED

5.4. DISCLOSURE OF ADJUSTING ITEMS AS PART OF ALTERNATIVE PERFORMANCE MEASURES

KEY AUDIT MATTER DESCRIPTION

The Croup has presented an alternative
performance measurc being adjusted
profit before tax of £522.9 million

(2021: £50.3 million), which is derived
from statutory profit before tax of
£391.7 million (2021: loss before tax of
£209.4 million) adjusted for a number
of iterns totalling £131.2 million

(2021: £259.7 million) which the Group
considers meet their definition of an
‘adjusting iterm’. Judgement is exercised
by management in deterrmining the
classification of such items in accordance
with guidance 1issued by the FRC

and ESMA. We consider there to be

a risk of fraud In the reporting of
adjusting items within the alternative
performance measures

Explanations of cach adjusting iterm
are sel out in note 5 to the financiat
staternents and are summarised in the
graphic to the right
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In determining adjusted profit before tax,

we identified the following risks:

- the identification and classification of
items as ‘adjusting’ as part of the
presentation of altermative
performance measures may be
inappropriate, distorting the
reported rosults;

- the omission of items which are
considered material, one-off or
significant in nature, distorting the

alternative performance measures, and
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- the clarity and detail of disclosures i
respect of adjusting items as part of
alternative performance measures may
ke insufficient, preventing investors
frorm obtaining a clear understanding
of the Croup's results and
performance

The Croup's policy regarding adjusting
iterns is set outinnote 1.Thisis a
significant matter considered by the
Audit Committee on page 81.

In responding to the identified key
audit matter we completed the following
audit procedures:

- cbtained an understanding of relevant
controls, relating to the identification
and disclosure of adjusting iterms within
alternative performance measures;

- performed enquirics of managerment
to understand the rationale applied
in identifying items as adjusting
and completed an independent
assessment as to the selection and
presentation of adjusting items based
on their nature;
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- assessed the identification and
consistency of items reported as
adjusting period on period, with
reference to guidance published by
ESMA and the FRC,

- performed tests over a representative
sample of adjusting items through
agreement to supparting evidence;

— used our cumulative audit knowledge
and applied data analytics to identify
and test other transactions cutside
of the normal course of business,
or which display characterstics of
being material, significant or one-off
in nature;

~ considered the impact of adjusting
iterns on the directors remuneration
targets to determine whether any
increased fraud risk factor existed
based on actual results for the
period; and

- assessed the completeness and
accuracy of disclosures withun Lhe
financial statements in accordance
with IFRSs

Key observations

We are satisfied that the items included
in adjusting items within the alternative
performance measudres are in line with
the Group's policy and that they are
appropriately disclosed




6. OUR APPLICATION OF MATERIALITY

6.1. MATERIALITY

We define materiality as the magnitude of
misstatement in the financial statements
that makes it probable that the economic
decisions of a reasonably knowlcdgeable
person would be changed or influenced.
We use malernalty both in planning the
scope of our audit work and In cvaluating
the results of our work.

Based on our professional judgement,
we determined materiality for the financial
statements as a whote as follows:

6.2. PERFORMANCE MATERIALITY

Company financial

Group financial statements statements
Materiality  £25.0 million (2021 £16.0 mitlion) £22.5 million
Basis for We considered the following metnics in the We have used 3% of

determining
materiality

current and prior period:
- Adjusted profit before tax

- Earnings before interest, Lax, deprecialion and

amorltsation (EBITDAY)
- Revenue

net assols in both the
current and the prior
periad, capped at 90%
of Croup materiality,
as the basis for
materialily.

Using professional judgernent, we determined

ateriality 1o be £25.0m

Rationale

for the we considered a number of different metrics
benchmark used by investors and other readers of the
applied financial statements.

Group materiality represents

Metric

In determining our benchmark for materialty

Net assets is used as
the benchmark as the
Company operates
primarily as a holding
cormpany for the
Croup and we
therefore consider

Adjusted profit beforetax

EBITDA
Revenue

%
g this as they key metric
— for the Company.

We capped materialily

al 20% of Croup
maleriality to reduce
the risk of a material
error arising as a
result of the
consolidation of the
Company's result in
the Croup financial
statements.

We set performance materialily at a

level lower than materialily 1o reduce the
probability that, in aggregale, uncorrected
and undetected misstatements exceed
the materiality for the financial
statements as a whole.

6.3. ERROR REPORTING THRESHOLD

Group financial statements

Company financial
statements

Performance 65% (2021: 60%) of Croup materiality

materiality
Basis and
rationale for
determining
performance
materiality

industry specific trends;

65% (2021: 60%) of
Company materiality

Indetermmmg 'péfformrﬂance materiatri't"y: we considered the following factors
- our cumutalive knowledge of the Group and its environment, including

- 1he change in the level of judgement required in key accounting cstimates;

- reliability on internal control over financial reporting;

- the level of change to the business in the period;

- the stability in key management personnel,

- the tevel of centralisation in the Croup's financial reporting controls

and processes, and

- the level of misstatements identified in prior periods

Cur performance materiality percontage has increased frem 60% 1o
65% of materialily duc to the reduclion in the tevel of uncertainty caused

by Covid-19,

We agreed wilh the Audit Committee that we would report to the Committec ail audit differences in excess of £1.3 million
(2021: £0.8 million), as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds.
We also report to the Audit Committee on disclosure matlers that we identified when assessing the overall presentation of the

financial statements.
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CONTINUED

7. AN OVERVIEW OF THE SCCPE OF OUR AUDIT

7.1. IDENTIFICATION AND SCOPING 5%
OF COMPONENTS \

Cur audit was scoped by obtaining an
understanding of the Group and its
cnvironment, ncluding group-wide
controls, and assessing the risks of
maternal misstatement at the Group level.

95%
Components were selecled to provide an Revenue
appropriate basis for undertaking audit
work to address the risks of material 7%
misstaterment identiflied. Based on our
assessment we have focused our audit on
the UK business which was subject to full
audit procedures. We have performed
our full audit scope of the UK component
using a materiality of £22.5 million (or 90% 93%
of Group materiatily) (202} £15.2 million) Profit

The Croup holds 50% of the ordinary
shares of Ocado Retail Lid (ORL). This 1%

interest is accounted for as an investment

in associate in accordance with I1AS 28

on thae basis that the sharcholders’

agreement gives control over ORL to

Ocado Croup plec In the current period

the Group recorded a share of loss of ()
associate frorm ORL of £18.6 million and
is subject to specified audit procedurcs.

before tax

Tota! liabilities

We have also tested the consclidation
process and carried out analytical
procedures in forming our conclusion
that there were no significant risks of
material misstatement remaining in the
consolidated financialinformation arising
from the components not subject to a3
full audit
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88%

Adjusted profit
before tax

7

80%

Total assets

@ Mol auait wcane

@ Review at Oroap leve.

7.2. OUR CONSIDERATION OF THE
CONTROL ENVIRONMENT

Qur audil strategy 1s to rely on controls
over certain processes within a nurmber
of business cycles. These included
procurement within UK Clothing & Home
and Food, inventory, and fixed assets
including IFRS 16 Leases. As part of

our controls testing, we obtained an
understanding of the Group's processes
and tested controls through a combination
of tests of inquiry, ohscrvation, inspection
and re-performancae.

On certain business cycles, we aobtained
an understanding of, but did not rely
on, controls, These included inventory
provisions, food rebates and financial
close and reporting.

Civen the impertance of information
technology (IT") to the recording of
financial information and transactions,
we have tested Ceneral IT contrals
relating to certain of the Croup's T
systermns where relevant to our audit work
We have been able (o place IT controls
rcliance across these systems Lo support
the audit of a number of business cycles,
such as payables, procuremcent, lease
accounting, property plant and
cquipment and inveniory.




7. AN OVERVIEW OF THE SCOPE OF OUR AUDIT CONTINULD

7.3. OUR CONSIDERATION OF
CLIMATE-RELATED RISKS

The Croup continues to develop its
assessment of the potential impacts of
climate change and set targets which
management considers to be aligned
with the Paris Agreerment. Management
has identified a number of milestones,
including the target of net cero carben
emissions by 2040, as discussed inthe
Task Force on Climate-Related Financial
Disclosures report on pages 72 to 77
This assessment focusses on the impact
on property and two of the Croup's key
resources: animal protoin and cotion,

Management considers that the most
likely impact on the financial statements
will be in relation to its three-year cash
flow forecasts, including those described
as part of our key audit matlers in section
5, and has included the impact within
these forecasts where appropriate

Whilst at this stage there is significant
uncertainty regarding what the long-term
impact of cimate chango inltialives may
be, the forecasts reflect management's
best estimate of the impact on the
financial staternents as explaincd in

nole 1

As a part of our audit procedures, we have
obtained management’s climate-related
risk assessment and held discussions with
rmanagcement to understand the process
of identifying climate-related risks, the
determination of mitigating actions and
{the impact on the Croup's financiat
slatements. We performoed our own
qualiative risk assessment of Lthe
polential impact of cimate change on
the Croup's account balances and classes
of transaction and did not identify any
reasonably possibie risks of material
misstatement. Our procedures were
performed with the involvement of our
climate-change specialists and included
reading disclosures included in the
Strategic Report to consider whether they
are materially consistent with the financial
statements and our knowledge obtained
in the audit.

We did not identify climate-related nsk as
a separate Key Audit Maticr in our audit
given the nature of the Croup's cperations
and knowledge gained of its impact

on critical accounting estimates and
Judgements during our risk assessmaent
procedures and audit procedures.

We have not been engaged 10 provide
assurance over the accuracy of
Lhese disclosures

8. OTHER INFORMATION

7.4. WORKING WITH OTHER AUDITORS

ORL is the only component of the Group
where work is conducted by a Deloitie
component auditor. We have issued
detailed instructions to the component
audit team to perform specified audit
procedures. Due to the non-co-terminus
year-end of ORL, we have performed a
review of the component auditor’s files
for the period ended 28 November 2021
and the reporting roceived from the
component auditor for the period
sulzsequent to 28 Noverber 2021

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 Lheir component reporting.

A dedicated member of the Croup
audit team is assigned to facilitate an
effective and consistent approach to
component oversight.
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The other information comprises the
information included in the annual report,
other than the financial statements and
our auditor’s report thercon. The directors
are responsible for the olher information
contained within the annual report.

Qur opinicn on the financal statements
docs not cover the other information and,
excepl Lo the extent otherwise explicitly

stated inour report, we do not express
any form of assurance conclusion thereon

Our responsibility is to read the other
information and, in doing sc, consider
whether the other informatienis
materially inconsistent with the financial
statements or our knowledge obtained
in the course of the audit, or olherwise
appears to be materially misstated.

9, RESPONSIBILITIES OF DIRECTORS

If we identify such materiat inconsistencies
or apparcnt material misstatements, we
are requircd Lo determine whether this
gives rise to a material misstatement in
the financial statements themselves. If,
based on the work we have performed,
we conclude Lhat thereis a material
misstatement of this olher 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 statements and for being
salisfied that they give a true and farr view,
and for such internal control as the
direciors determine is necessary Lo enable
the preparation of financial statements
that are free from material misstatement,
whether due 1o fraud or error.

In preparing the financizl statements, the
directors arc responsible for assessing the
Group’s and the Company's ability to
continue as a gong concern, disclosing

as applicabte, matiers related to going
concern and using the going concern
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.
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10. AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Our olyjectives are to obtain reasonable
assurance about whether the financial
statements as a whole are free from
matorial misstatement, whother due to
fraud or error, and to issue an auditor's
report that inciudes our opinion
Reasonable assurance 1s a high level of
assurance, bul s not a guarantee that an

audit conducted in accordance wilth

1SAs (UK) will always detect 2 matenal
misstatemeoent when it oxists
Misstatemants can anse from fraud

or error and are considered matenal if,
individually or in the aggregate, they could
rcasonably be expected Lo influence the

economic decisions of users taken on the
basis of these financial statements.

A further description of our
responsibilities for the audit of the
flinancial statements is located on

the FRC's website at www.frc.org.uk/
auditorsresponsibilities. This descriplion
forrms part of our auditor's report

11. EXTENT TO WHICH THE AUDIT WAS CONSIDERED CAPABLE OF DETECTING IRREGULARITIES, INCLUDING FRAUD

Irregulantios, including fraud, are instances
of non-compliance with laws and
regulations. We design procedures in line
with our responsibilities, cutlined abovoe,
1o detect material misstatements o
respect of regularities, ncluding fraud
The extent to which cur procedures are
capable of detecting irregularities,
including fraud s detailed boelow.

11.1. IDENTIFYING AND ASSESSING
POTENTIAL RISKS RELATED TO
IRREGULARITIES

Inidentifying and assessing risks of
material misstaterment in respoct of
irregulanties, including fraud and
non-compliance with laws and regulations,
we considered the following:

— the nalure of the industry and sector,
control environment and business
performance including the design of
the Group's remuneration policies,
key drivers for directors' remuneration,
bonus levels and porformance targets;

- the Group’s own assessment of the
risks that irregularities may occur either
as a result of fraud or error that was
approved by the board,

- results of our enquiries of management,
internal audit and the audit committec
about ther cwn identification and
assessment of Lhe risks of iIrregularitics;

— any rmatters we identified having
obtained and reviewod the Group's
documentation of thar policies and
procedures relatimg to.

identifying, evaluating and complying
with laws and regulations and
whether they were aware of any
instances of non-compliance,

detecting and responding Lo the risks
of fraud and whether they have
krowledge of any actual. suspected
or alleged fraud,

the intarnal controls established
to rmitigate nisks of fraud or
non-compliance with laws and
regulations, and
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- the matters discussed among the audit
engagemcent team and relevant internal
specialists, ncluding tax, valuations,
pensions, IT and industry specialists
regarding how and where fraud might
occur in the financial stalements and
any potential indicators of fraud.

As aresult of these procodures, we
considered the opportunitics and
incentives that may exist within the
organisation for fraud and identified the
greatest poteniial for fraud in the areas in
which management s required to exercise
significant judgment, such as disclosure
of adjusting items within alternative
perforrmance measures In commaon

with all audits under 15As (UK), we are
also required to perform spoecific
procedures to respond to the risk of
managament override.

We also obtained an understanding of
the legal and regulatory frarfework that
the Group operales in, focusing on
provisions of those laws and regulations
that had a direct cffect on the
determination of material amounts and
disclosures in the financial statements
The key laws and regulations we
considered in this context included

UK Companies Act, Financial Conduct
Authorily regulations including the Listing
Rules, pensions and tax legislation.

Imy addition, we considered provisions of
other laws and regulations that do nol
have a direct effect an the financial
statements but compliance with which
may be fundamental to the Croup's ability
to operate orto avold a material penalty
These ncluded the competition and
anti-bribery laws, data protection,
Groceries Suppty Code of Practice, and
employment, environmental and health
and safety regulations

11.2. AUDIT RESPONSE TO
RISKS IDENTIFIED

Ag arcsult of perfarming the above, we
identified the disclosure of adjusting tems
within alternative performance measures
as a key audit matter reiated to the

potential risk of fraud The key audit
matters section of our report explains the
matter in more detail and also doscribes
the specific procedures we performed in
response Lo that key audit matler.

In addition Lo the above, our proceduras
to respond to nsks dentified included
the following:

- reviewing the finanaal statemont
disclosures and tesling to supporting
documentation to asscss compliance
with provisions of relevant laws and
regulations described as having a drect
cffect on the financial statements;

- cnguiring of management, the audit
committee and in-house legat counsel
concerning actual and potential
utigaticn and claims,

- performing analytical procedures to
identify any unusual or unexpected
relationships that may indicate risks of
material misstatement due to fraud;

- reading minutes of meetings of thase
charged with governance, reviewing
internal audit reports and reviewing
correspondence with HMRC; and

- naddressing the nsk of fraud through
rmanagement override of controls,
testing the appropriateness of journal
antries and other adiustmeants;
assessing whether the judgements
rmade in rmaking accounting cslimates
are indicative of a potential bias, and
evaluating the business ratwonale of
any significant transactions that arc
unusual or outside the normal coursc
of busmess

We also communicated relevant dentfied
laws and regulations and potential fraud
nsks to alt engagement team rmembers
ncluding internal specialists and
component team, and remaned

alert to any indications of fraud or
non-cornpliance with laws and regulations
throughout the audit




REPORT ON OTHER LEGAL AND RECULATORY REQUIREMENTS

12. OPINIONS ON OTHER MATTERS
PRESCRIBED BY THE COMPANIES
ACT 2006

In our opinion the part of the directors’
remuneration report to be audited has
been properly prepared in accordance
with the Companies Act 2006

In our opinion, based on the work
undertaken in the course of the audit;

- the information givenin the strategic
report and the directors’ report for the
financial year for which the tinancial
statements are prepared is consistent
wilh the financial statements; andg

~ Lhe 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
Company and their environment
oblained in the course of the audit,
we have not identified any material
misstatements in the strategic report
or the directors report

13. CORPORATE GOVERNANCE
STATEMENT

The Listing Rules require us to review the
directors' staterment inrelation to going
concern, longer-term viability and that
part of the Corporale Covernance
Staternent relating Lo the Group's
compliance with the provisions of the

UK Corporate Covernance Code specified
for our roview

Bascd on the work undertaken as part of
our audit, we have concluded that each of
the following elements of the Corporate
Governance Slatement is materially
consistent wilh the Tlinancial statements
and our knowledge obtainad during

the audit’

- the directors’ slatement with regards
to the appropratencss of adopting the
going concern basis of accounting and
any material uncertainties identified set
out on page 111;

the directors' explanation as toits
assessment of the Group’s prospects,
the period this assessment covers and
why the period is appropriate set out
on page 5h,

- the directors statement onfair,
balanced and understandable sot
out on page 112,

— the board's confirmation that it has
carried out a robust assessmcent of Lhe
emerging and principal risks set out
onpage 112,

- the section of the annual report that
describes the review of effecliveness
of risk managernent and internat control
systems set out on pages 45 to 55 and

— the section describing the werk of the
audit committee set out on pages 78
to 84.

14. MATTERS ON WHICH WE ARE
REQUIRED TO REPORT BY EXCEPTION

14.1. Adequacy of explanations received
and accounting records

Under the Companics Act 2006 we are
required to report to you if, in cur opinion:

- we have not recerved all the information
and explanations we require for our
audit; or

- adequate accounting records have not
been kept by the Company, or returns
adequate for our audit have not been
received from branches nol visited by
us; or

— the Company financial statements arc
net inagreement with the accounting
records and relurns.

We have nothing to report in respect
of these 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 audiled s not in agreerment
with the accounting records and returns.

We have nothing to report in respect of
these matters.

15. OTHER MATTERS WHICH WE ARE
REQUIRED TO ADDRESS

15.1. Auditor tenure

Following the recommendation of the
Audil Committee, we were appointed by
the shareholders on 8 July 2014 to audit
the financial statements for the period
ending 28 March 2015 and subscquent
financial periods. The period of total
uninterrupted engagement including
previous rencwals and reappointments of
the firm is 8 periods, covering the pericds
erding 28 March 2015 to 2 April 2022,

15.2. Consistency of the audit report
with the additional report to the

audit committee

Cur audil opinion s consistent with the
additional report 1o the audit committee
we are required to provide in accordance
with 15As {UK).

16. USE OF OUR REPORT

This report is made solely to the
company’s members, as a body, in
accordance with Chapter 3 of Parl 16 of
the Companies Act 2006. Our audit work
has been undertaken so that we might
state Lo the company’s members those
matticrs we are required to state to them
inan audiler’s report and for no other
purpose. To the fullest extent permitted
by law, we do not accept or assume
responsibilily to anyone other than the
company and Lhe company's members as
a body, for our audit work, for this report,
or for the opinions we have formed.

As required by the Financial Conduct
Authority (FCA) Disclosure Guidance and
Transparency Rule {DTR) 4.1.14R, these
financial staterments form part of the
Eurcpean Single Electroruc Format {ESEF)
prepared Annual Financial Report filed
on the National Storage Mechanmsm of
the UK FCAIn accordance with the ESEF
Regulalory Technical Standard (ESEF
RTS). This auditor’s report provides no
assurance over whether the annual
financial report has been prepared using
the single electronic format specified In
the ESEF RTS.

Richard Muschamp FCA Tl e
{Senior statutory auditor) AT
For and on behalf of Deloitte LLP
Statutory Auditor

London

24 May 2072
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FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENT

52 weeks ended 53 weeks enagd

2 April 2022 3 Apnl 2071
Total Total

MNotes £m £
Revenue 2,3 10,885.1 58,1557
Share of result In associate ~ Ocado Retail Limited 3,5,29 {18.6) 64.2
Operating profit/(loss) 23,5 572.2 {30.7)
Eﬁance mcome 56 339 574
Finance costs 56 (214.4) (236 1)
Profit/(loss) before tax 45 391.7 (2094)
income tax (expensc)/credit {82.7) 82
Profit/(loss) for the year 309.0 (201.2)
Attributable to:
Owners af the parent 306.6 (198.0}
Non-controling inlerests 24 (3.2)
- ) 3 ] 309.0 {201.2)
Earnings/(loss) per share . ]
Basic carnings/{loss) per share 8 15.7p (10 1p;
Diluted earnings/(loss) per share 8 15.1p (1G1p)
Reconciliation of profit before tax and adjusting items:
Profit/(loss) before tax 391.7 (209 4)
Adjusting items 5 131.2 259.7
Profit before tax and adjusting items - non-CAAP measure 5229 50.3
Adjusted earnings per share - non-GAAP measure
Adjusted basic earnings per share 8 21.7p 1.4p
Adjusted diluted earnings per share o] 20.9p 1.4p
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

52 weeka ended L2 wooks cnoerd

2 April 2022 3 April 2021
Notos £m fm
Profit/({loss) for the year 309.0 (201.2)
Other comprehensive income/{expense):
Items that will not be reclassified subsequently to profit or loss
Remeagsuremnents of retirement benefit schemoes 1 3570 {(1,352.0)
Tax {charge)/credit on retirement benefit schemes {127.6) 2565
Loss on disposal of investment held at fair value through
other comprehensive incorme ((FYQCIT) 16 (3.7) -
2257 {1,0955)
Items that may be reclassified subsequently to profit or loss
Foreign currency ranslation differences
- movermnents recognised in other comprehensive income {13.5) (27.7)
- reclassified and reported in profit or laoss (0.5) 37
Cash flow hedges
- fair value movements recognised in other comprehensive income 21 91.3 (2155)
- reclassified and reported in profit or loss 21 {10.5) 265
Tax {charge)/credit on cash flow hedges {(14.7) 370
52.1 (176.0)
Other comprehensive iIncomaof{expense) Tor the year, net of tax 277.8 (1,271.5%)
Total comprehensive income/{expense) for the year 586.8 (1,472.7)
Attributable to:
Owners of the parent 584.4 (1,4695}
Non-controlling interests 24 (3.2}

586.8 (1,472.7}
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FINANCIAL STATEMENTS

—
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at Asat
2 April 2022 3 Apn 2021
Notey £m rm
Assets
Non-current assets
Intangible assets 14 1925 2320
Froperty, plant and equipment 15 4902.3 50586
Investment properly 15.0 152
Investrnents In joint venturas and associales 29 810.9 8258
Cther financial assets 16 4.5 9.7
Retirement benefit asset 11 1,043.9 5392
Trade and other recawables 17 270.6 2614
Derivative financial instruments 21 214 03
7,261.1 70422
Current assets
Invenlories 5 7086.1 6246
Other financial assets i6 17.6 184
Trade and other receivables 17 2173 2096
Darivative financial instruments 21 43,6 328
Current tax assets - 354
Cash and cash equivalents 18 1,197.9 6744
, . o 2,1823 15952
Total assets S - 9,443.4 86374
Liabilities
Current liabilities
Trade and other payables 19 1,960.9 15990
Partnership babilty to the Marks & Spencer UK Pension Scheme 12 719 1249
Beorrowings and ether financial tiabilities 20 247.2 4328
Derivative financial instrurments 21 3.2 960
Provisions 22 53.6 431
Current tax liabibties e 340 -
e o 2,370.8 22958
Non-current liabilities
Retirement bencfit deficil 11 57 78
Trade and other payables 19 188.2 1923
Partnership Liability Lo the Marks & Spencer UK Pension Scheme 12 120.4 68.6
Borrowings and other financial liabilities 20 3,561.0 3,6599
Derivative financial instruments 21 0.4 10.7
Provisions 22 91.8 742
Deferred tax liabilities o 23 187.2 42.3
S S o 4,154.7 40558
Total liabilities 6,525.5 63516
Net assets 29179 2,285.8
Equity
lIssucd share capital 29 19.7 489.2
Share premiurm account 910.6 3104
Capital redemptlion reserve 2,6804 22105
Hedging reserve 21 17.6 (54.8)
Cost of hedging rescrve 21 36 46
ther reserve {6,542.2) (6,542 2)
Foreign exchange reserve (73.9) (599}
Retained earnings - . o 5,897.9 53257
Equity attributable to owners of the parent 29137 22830
Non-controlling interests - o 4.2 28
Total equity 29178 2,2858

The financial statements were approved by the Board and authorised forissuc on 24 May 2022 The financial statements also cornorise

notes 1 to 32

o il

Steve Rowe, Chief Executive Officer Eoih Tonge, Chief Financial Officer

Rogistored - ue ber 04256886
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Ordinary Share Cupilal forcign MNan-
snare aromm redemption Hedging  Cast of Qther exchange Retaned controling
capital  account reserve  reserve heagng reserve’ resorve earings’ Total inferes: Tota.
fm im Frn fm £m Frm frm £m m fm £m
As at 29 March 2020 4876 9104 22105 686 5.7 (6,542.2) (35.9) 6,597.8 3,7025 6.0 23,7085
Loss for the year - - - - - - - (1980) (198.0) (3.2) (201.2)
Other comprehensive
(expense)fincome;
Foreign currency translation
- movements recegnised in
other cormprehensive income - - - - - - (277) - (27.7} - (27.7)
- reclassified and reported
in profit or loss - - - - - - 37 - 3./ - 37
Remeasurements of
retirement benefit schemes - - - - - - - (1,3520) (10,3520} - {1,3520)
Tax credit on retirement
benefit schemes - - - - - - - 256.5 2565 - 2565
Cash flow hedges
- fair value movement in cther
comprehensive income - - - (2142) (13) - - - (2155) - (2155)
- reclassified and reported
in profit or loss - — - 265 - - - - 26,5 - 265
Tax on cash flow hedges - - - 368 Q.2 - - - 370 - 370
Other comprehensive
(expense)/income - - - (1509) (1.1) - ({24.0} (1,095.5) (1,271.5) - (1,271.5)
Total comprehensive
{expense)/income - - - (1509) (1.1) - (24.0) (1,293.5) (1,469.5) (3.2) (1,472.7)
Cash flow hedges 2
recognised in inventorics - - - 339 - - - 339 - 339 z
0
Tax on cash flow hedges =
recognised in inventaories E - - {6.4) - - - (6.4) - (&4) 9
. . »
Transactions with owners: =]
Shares issucd In respect E
of ernployee share options 16 - - - - - (1.6) - - - -
Purchasc of own shares
held by employee trusts - - - - - - - (0.8) (0.8) - (08)
Credit for sharc-based payments - - - - - - - 193 19.3 - 193
Deferred tax on share schemes - - - - - - - 40 40 — 40
As at 3 April 2021 4892 9104 22105 (54.8) 46 (6,542.2) (59.9) 53252 2,283.0 2.8 22858
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FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY CONTINUED

Oramary Share Cap tal roreign Mo
stite oremun redempihion rledoging Cost of Other  excnange Retained cartro.ng
cagita, SCCOunt reserve  reserve hedgong reserye!  reserve 2arungs Tatal Interest Tatal
£m £m £ Fm fm frm frm fn Erm fm £
As at 4 April 2021 489.2 9104 2,2105 (54.8) 46 (6542.2) (599) 53252 2,283.0 2.8 22858
Profit for the ycar - - - - - - - 306.6 306.6 2.4 309.0
Other comprehensive
income/(expense):
Foreign currency transtation
- movemends recegnised in
other comprehensive iIncome - - - - - - (13.5) - {13.5) - {13.5)
- reclassified and reported
in profit or loss - - - - - - (0.5) - (0.5} - (0.5}
Remeasurements of
retirernent benefit schemes - - - - - - - 257.0 357.0 - 357.0
Tax charge on retirement
benefit schemes - - - - - - - {127.8) (127.6} - (127.6)
Loss on disposal of
investments hetd at FVQCI - - - - - - - (3.7) (3.7) - (3.7)
Cash flow hedges
- fair valug movement in other
comprehensive income - - - 921 (0.8) - - - 91.3 - 91.3
- reclassified and reported
in profit or loss - - - {10.5) - - - - (10.5}) - {10.5})
Tax on cash flow hedges - - - (145) {0.2) - - - (14.7) - (14.7)
Other comprehensive
income/(expense) - - - 671 (1.0) - (14.0) 2257 277.8 - 271.8
Total comprehensive
income/({expense) - - A (1.0} - (140) 5323 5844 24 586.8
Cash flow hedges
recognised in inventories - - - 6.5 - - - - 6.5 ~- 6.5
Tax on cash flow hedges
recognised in inventories - - - (1.2) - - - - {1.2) - (1.2)
Transactions with owners:
Transactions with
non-controlling shareholders - - - - - - - (1.7} (1.7) {1.0) (2.7)
Shares issued in respoct
of employee share oplions 04 0.2 - - - - - (0.3} 03 - 0.3
Buy back and cancellation
af own shares® {469.9) - 4699 - - - - - - - -
Credil for share-based payments - - - - - - - 388 338 - 388
Deferred tax on share schemes - - - - - - - 3.6 3.6 - 3.6
As at 2 April 2022 19.7 9106 2,6804 176 3.6 (6,542.2) (73.9) 58979 29137 42 29179
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CONSOLIDATED STATEMENT OF CASH FLOWS

52 weeks ended 53 woeees endent

2 April 2022 IApri202l
Notes £m #m
Cash flows from operating activities
Cash generated from operations 26 1,385.7 8767
Income tax paid 1.7 (5.8)
Net cash inflow from operating activities 1,3780 8709
Cash flows from investing activities
Proceeds on properly disposals 43.9 29
Purchase of property, plant and equipment ‘ {192.8) (158.9)
Purchase of inlangible assets (64.6) {4/.8)
Salef{purchase) of current financial assets 0.3 (6.7)
Purchase of non-current financial assels (3.3) -
Procceeds on disposal of non-current financial assets 5.2 -
Purchase of investments in associates and joint ventures' (37.8) 87
Acquisition of subsidiary, net of cash acguired? (4.5) -
Loans to related partics (1.0) -
Interest received 8.4 92
Net cash used in investing activities (245.7) (1926)
Cash flows from financing activities
interest paid® (216.6) (2143)
Issuance of Medium Term Notesg - 3000
Redemption of Medium Term Notes {163.6) {1364) -
Repayment of lease tiabilities (216.0) {(1843) E
Payment of liability to the Marks & Spencer UK Pension Scheme - (172} é
Shares issued on cxercise of employee share options 24 0.3 - .
RPurchase of own shares by employee trust - (08) rf’.n
Cash received from settlement of derivatives - 140 z
Net cash used in financing activities (595.9) (2440) E
Net cash inflow from activities 536.4 4343
Effects of exchange rate changes (8.2) (33)
Opening net cash 669.7 2387
Closing net cash 27 1,197.9 669.7
1 Cure s year me lides £38msutflow neclation to ~omtmgent constes oo seth e it Oea e o an Leoileds and LA O o tow o b aegquis Boniol 245 of The e 5 sbare
castal ol Neb dy's O Td Lirmed Lastye pme ude - ntiow o1 51 2mapon fnsgsal onat taee ompplehon s Laternent ccoelbcn Lo theaevestenes Tonea o we i oreilog andd
cutflow o™ # 7 Smirrelat on to ~ounders kactory Retan mited
2 £/ imoutflow orthe scguesitin of 77 7% o the ss,.ed shase capital af The Sports b dit | tad

3 Incluges interest pa dontne Partnersh p labuity to the Mar <s & Spencer UK Penson Scne e of £nil (ast year £64m) and nterest pad onlease habilties of £128 3m {last year £132 371)
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES

General information

Marks and Spencer Croup plc (the "Campany ™) is a public limited
company domiciled and incorporated in England and Wales
under the Companies Act 2006. The address of the Cormpany's
registered office is Waterside House, 35 North Whar{ Road,
London, W2 TNW, United Kingdom

The principal activities of the Company and its subsidiarics
{the “Croup™) and the nature of the Croup's operations arc as
a Clothing & Home and Food retailer,

These financial statements are presented in sterling, which is
also the Company’s functional currency, and are rounded (o the
nearesl hundred thousand Foreign operations are included in
accordance with lhe polcies seft out within Lhis note.

Basis of preparation

The financial staterncnts have been prepared for the 52 woeks
ended 2 April 2022 (last year: 53 weeks cnded 3 April 2021} in
accordance with UK-adopted International Accounting Standards
and with the requirements of the Compantes Act 2006 as
applicable to companics reporting under those standards.

The Marks and Spencor Scottish Limited Partnerstup has Laken
an exemplion under paragraph 7 of the Partnership (Accounts})
Regulations 2008 from the reguirement Lo prepare and deliver
financial staternents in accordance with the Companies Act,

The financial stalements have been prepared on a going
concern basis. In adopting the going concern basis, the Board
has considered the business activities as sot out on pages 10

to 25, the financial position of the Croup, its cash flows, liquidity
position and borrowing Tacilities as sel ocut in the Financial Review
on pages 36 to 44, the Croup's financial risk management
ojectives and exposures Lo ugquidity and other financial risks

as set gut In note 21 and the principal risks and uncertainties

as set oul on pages 47 to 54

The Croup continues to maintain a robust financial position
providing it with sufficient access to liguidily, through a
combination of cash and committed facilitics, to meot its needs
N the short and medwm Larom AL 2 April 2022, the Group had
further strengthened its available liquidity over the year to
£2,072.9m (last year £1,799.4m), comprising cash and cash
cquivalents of £1,19789m, an undrawn committed syndicated bank
revolving credit facility ("RCF7) of £8500m (5ot to mature in June
2025), and undrawn uncommitted facilities amounting to £25.0m
The Group's net debt at 2 April 2022 was £2,698.8m, a reduction
of £8171m since 3 Apnl 2021, prirnarily driven by strong frec
cash flow generation

The Croup successfully renegotiated its RCF in December 2021,
which s set Lo run until June 2025, and replaces the Taciily which
was due to mature in April 2023 The new facility conlains a
financial covenant, being the ratio of earnings before interest, tax,
depreciation and amaortisation Lo net interest and depreciation
o right-of-use assets under IFRS 16. The covenant is measured
semi-annuatly

In adopting the gong concern basis of preparation, the Board
has assessed the Group's cash flow forecasts which iIncorporate
alatest estimate of the ongoing Impact of current market
conditions on the Croup and include a numibber of assurmptions
including sales growth and customer behaviour While trading
continues to be strong, in forming their outlook on the future
financiat performance, the Board considered a vanoty of
downsides that the Croup might experience, such as a sustainad
economic recession, ncreased costs and an inability for the
Croup to execute Lthe transformation plan

130 Marks and Spencer Group plc

Under these latest forecasts, the Group 1s able to operate
without the need to draw on its available facilities and without
taking any supplementary mitigating actions, such as reducing
capital expenditure and other discretionary spend The forccast
cash flows atso indicate that the Group will comply with all
relevant banking covenants during the forecast penecd, being at
least 12 months from the approval of the financial statements.

The Board has also modelled a more severe, bul plausible,
downside scenario. This downside scenario assumoes that:

— There will be a period of economic recession in the UK in 2022/23
and 2023724 (following the impacts of the Covid-19 pandemic,
the unfolding humanitarian crisis following the invasion
of Ukraine and the subseqguent sharp increases In the cost
of living), resutting in a decline in sales of 4 0% per annum,
across all three business units.

— Utiliies, fuel and other costs increasing by over £50m across
2022/23 and 2023/24.

~ A delay on transformation benefits resulls in incremental sales
expecled from the transformation declining by 10%, 20% and
40% rospeoctively across the three-year period across both
Food and Clothing & Home business unils,

Even under this severe but plausible downside scenario, the
Croup would continue to have sufficient liquidity and headroom
on its existing facilities and against the RCF financial covenant
for the forecast period Although, should such a scenario arise,
there are a range of mitigaling actions that could be laken to
reduce thaimpact, Given current trading and expectations for
the business, the Board considers Lhat this downside scenario
reflects a plausible, but remote, outcome for Lhe Group.

in addibion, reverse stress Ltesting has been applod 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 to it, 1s considered to be remote

As a resull, the Board expecls the Group to have adequate
resources Lo continue in operation, meet its tiabilities as they
fall. due, retan sufficient available cash and not breach the
covenant under the revolving credit facility for the foreseecable
future, being a period of at lcast 12 months from Lhe approval
of {he financial statements. The Board therefore considers

it appropriate for the Croup Lo adopt the going concern basis
in proeparing its financial statements,

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 peried
commenacing 4 April 2021

— Amendmaents to IFRS 16" Covid-19-Reiated Rent Concessions
beyond 30 June 2021

— Arnendreents 1o IFRS 8 1AS 39, IFRS 7, 1FRS 4 and IFRS 16,
Interest Rate Benchrrark Roform Phase 2.

The adoptior of the standards and interpretations listed above
nas not led tc any changes to the Croup's accountng policies
or had any other material impact or the financial position

or performance of the Group.



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

New accountling slandards i issue but not yet effective

New standards and interpretations that are inissue but not
yet effective are listed below

— Amendments to 1AS 16; Property, Plant and Equiprnent —
Procecds before Intended Use

— Amondments to IFRS 3: Reference Lo the Conceptual Framoework

— Amendments to 1AS 37 Onerous Contracts - Cost of Fulfilling
a Contract

- Annual Improvements to IFRS Standards 2018-2020 Cycle
Amendments £o IFRS 1 First-time Adoption of International
Financial Reporting Standards, IFRS 9 Financial Instruments,
IFRS 16 Leases and IAS 41 Agriculture

— IFRS 17 Imnsurance Contracls

— Armendments to tAS 1: Classificalion of Liabilities as Current
or Non-Current

— Amendments to IAS 1 and IFRS Practice Stalement 2
Disclosure of Accounting Policies

- Amendments to I1AS 8 Definition of Accounting Estimates

— Armendments to IAS 12- Deferred Tax Related to Assets and
Liahilities arising from a Single Transaction

— Amendments to IFRS 10 and IAS 28 Sale or Contribution of
Asscts between aninvestor and its Associate or Joint Venture

The adoption of the above standards and interpretations is not
expected to lead to any changes to the Croup's accounting
policies or have any other material impact on the financial
position or performance of the Croup

Alternative performance measures

In reporting financial information, the Croup presents alternative
performance measures ("APMs™, which are not defined or
specificd under the reguirements of IFRS

The Group believes that these APMs, which are not considered
to be asubstilule 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 managerment reporting to the Board and Executive
Committee. Some of these measures are also used for the
purpose of setting remuncration targets,

The key APMs that the Group uses include: sales, ike-Tor-like
revenue growth; operating profit before adjusting items; profit
hofore tax and adjusting items; adjusted basic earnings per share;
net debt; net debt excluding lease Liabilities, free cash flow, and
return on capilal employed. Each of these APMs, and others used
by the Croup, arc sct oul in the Glossary including explanations
of how they are calculated and how they can be reconcited to

a statutory measurc whero relevant.

The Croup reports some financial measures, primarily
International sales, on both a reported and constant currency
basis. The conslant currency basis, which is an APM, retranslates
the previous year revenues at the average actual periodic
exchango rates used in the current financiat year. This measure
is presented as a means of climinating the effects of exchange
rate fluctuations on the year-on-year reported results.

The Croup makes certain adjustments to the statutory profit
rmeasures in order to derive many of these APMs. The Croup's
policy is to exclude items that are considered significant in nature
and/or guantum to the financial staterment line item or applicable
disclosure note or arc consistent with items that were treated as
adjusting in prior periods. The Croup’s definition of adjusting
iterns 1s consistent with prior periods, Adjusted results are
consistent with how business performance is measured internally
and presented to aid comparabiliy of gerformance On this basis,
the following iterms were included within adjusting items for the
52-week period ended 2 April 2022

— Not charges associated with the strategic programme inrelation
to the review of Lhe UK store estate.

— Significant restructunng costs and other associated costs
arising from strategy or operational changes that are not
considered by the Group Lo ke part of the normal operating
costs of the business.

— Impairment charges and provisions that are considered to be
significant in nature and/or value Lo the trading performance
of the business.

— Charges and reversals of previous impairrments arising from
the write-of f of assets and other properly charges that are
significant in nature and/or valuc. Impairment charges are
recognised in operating profit before adjusting items where
they relate to stores not previously impaired.

— Adjustments to income from M&S Bank duc Lo a provision
recagnised by M&S Bank for the cost of providing redress to
customers in respect of possible mis-sellng of M&S Bank
financial products.

— Arnortisation of the identified intangible assets arising as part
of the investment in Ocado Retail Limited.

— Rernecasurement of contingent consideration including
discount unwind.

— Directly attributable gains and expenses resulting from the
Covid-19 pandemic.

Refer to note S for a summary of the adjusting items.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

A summary of the Company's and the Group's accounting
policies ts given below

Accounting convention

The financial statements are drawn up on the historical cost basis
of accounting, cxcept for certain financial instrurments (including
derivative instruments) and plan assets of defined bencfit pension
schernes which are measured at far value at the end of cach
reporting period, as explained in the accounting policies below.

Basis of consolidation

The Croup financial statements incorporate the financial
stalements of Marks and Spencer Group ple and all its subsidiaries
rmade up o the period end date, Where necessary, adjustments
are made to the financial statements of subsidiaries to bring the
accounting policies used in lne with those used by the Croup

Subsidiaries

Subsidiary undertakings are all entities (including special purpose
entities) over which the Company has control Controlis achieved
wien the Company has the power over the entity, 1s oxposed,

or has rights to, variable returns from ils invelvement with the
entity; and has the ability to usc its power to affect its returns,
The Company reassesses whoether or not it controls an entity if
facts and circumslances indicate that there are changes ta one
or more of these three elements of control Consclidation of

a subsidiary begins when the Company obtains control over the
subsidiary and ceases when the Company loses controt of the
subsidiary. Subsidiary undertakings acguired during the year are
recorded using the acquisition methed of accounting and their
results are ncluded from the date of acquisihion

The separable net asscts, including property, plant and
oguipmant and intangible asscts, of the nowly acguwred
subsidiary undertakings are incorporaled into the consolidated
financial staternents on the basis of the fair value as at the
affoctive date of control

Intercompany transactions, balances, and unrealised gains
on transactions between Group companics are ebminaled
on consolidation

Associates

Ar associate is an enlity over which the Croup has significant
influence and that 1s neither a subsidiary nor annterest m

a joint venture Significant influence s the power to participate
in the financial and operating polcy decisions of the investee
but 15 not control or joint control over those policios. The results
and assects and liabilities of associates are incorporated in these
financial statements using the equity method of accounting.
Under the equily method, an investment in an associate 15
recognised inibially in the conschidaled staterment of financial
position at cost and adjusted thereafter to recognise the Croup's
sharc of the profit or loss and other comprehensive income of
tho associate When the Group's share of logses of an associate
cxceeds the Croup's interest in that associate (which includes
any long-term interestis that, in substance, form part of the
Croup's net investment In the associate), the Group discontinues
recognising its share of further losses Addivonal losses are
recogmsed only to the extent that the Croup has incurred legal
or constructive obligations or made payments on behall of

the associate Dividonds received or recervable from an associate
are recognised as a reduction in the carrying amount of

the investrment
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Associated undertakings acguired during the year are recorded
using the equity method of accounting and their results are
inciuded from the date of acquisition. On acquisition of the
investrment in an associate, any excess of the cost of the
investment over the Croup's share of the net fair value of the
identifiable assets and labilitics of the investee is recogrised
as goodwill, which is included within the carrying amount of the
investment Any excess of the Croup's share of the net fair value
of the identifiable assets and labilities over the cost of the
investment, after reassessment, is recogrised immediatety in
profit or lass in tho period in which the investment is acquired
The Croup's share of the net fair value of identified intangible
assels is amortiscd over the cxpected uscful economic life

of the assets

Tho requirements of IAS 36 are applied to determine whether

it 1s mecessary to recognise any impairment loss with respect Lo
the Croup's investment in an associate. When necessary, the
entire carrying amount of the investment (including goodwilt) s
tested for impairment in accordance with IAS 36 as a single asset
by cornparing its recoverabile armount (Migher of valuc in use
and {air value less costs of disposaly wilh its carrying amount,

When a Croup cormnpany transacts with an associate of the Croup,
profits and losses resulting from the fransactions with the
associate are recognised only 1o the extent of interests in the
asscciale that are not related to the Group.

Revenue

Revenue comprises sales of goods Lo customers cutside the
Croup less an appropriate deduction for actual and expected
returns, discounts and loyally scheme vouchers, and is stated
net of value added tax and other salcs taxes. Revenue is
recogrused when performance obligalions are salisfied and
goods are delivered to our franchise partners or the customer
and the control of goods 15 transferred to the buyer. Online sales
are rccognised when items are delivered, as this is when the
performance obligation 1s deemed to have been satisfied.
Where third-party branded goods are sold on a consignment basis,
only Lthe commuission recervable is included in statulory revenue

Aright of return is not a separate performance obligation and
ihe Croupis required to recognise reverue net of ostirmated
returns. A refund lability and a corresponding assct in inventory
represcnting the right to recover products from the customer
are recognised.

The Group enters into agreements which entitle olher partics
to operate under the Marks & Spencer brand name for certain
activitics and operations, such as M&S Bank and M&S Energy.
These contracts give rise to performance-based variable
consideration. Incorme dependent on the perfarmance of the
third-party operations is recognised whon it is highly probable
that a significant reversal in Lthe amount of incormne recognised
will not occur, and presented as olher operating income

Supplier income

In e with industry practice, the Croup enters inlo agreements
with supplicrs to share the costs and benefits of promotional
activity and volume growth The Group receives income from its
suppliers based on specific agrecments in place This supplier
income recaved s recognised as a deduction from cost of sales
based on the entitlerment that has becn earned up to the palance
sheet datc for each relevant supplier agreemaent Markeling
contriputiors, eguipment hire and other non-judgemental, fixed
rate supplier charges arc not Included In the Croup's defintion

of supglicr ngome
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The types of supplier incorme recogriscd by the Group and
the associaled recognition policies are:

A. Promotional contribution Includes supplier contributions
to promoticnal giveaways and pre-agreed contributions Lo
annual ‘spend and save” activity.

Incormne is recognised as a deduction to cost of sales ovor the
relevant prormotional period Income is calculated and invoiced
al the end of the promotional pericd based on actual sales or
according 1o 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 Lo share economies
of scale resulting from moving product supply

Annuat growth incentives are calculated and inveiced at the end
of the financial year, once earned, basced on fixed percentage
growth largets agreed for each supplier at the beginning of
the year. They are recognised as a reduclion in cost of sales in
the year 1o which they relate Other volume-based rebates are
agrecd with the supplicr and spread over the relevant scason/
contract period to which they relate Contributions earncd but
not invoiced are accrued at the end of the relevant pericd.

Uncollected supplicr income at the balance sheet date s
classified within the financial statements as follows

A. Trade and other payables The majority of income due from
suppliers is netted against amounts owed to that supplier as the
Croup has the legal right and inlention to offset these balances.

B. Trade and other receivables Suppler income that has been
carned but not invoiced at the balance shecet date is recognised
N trade and other receivables and primarily rclates to volume-
bascd rebates that run up to the period end.

In order Lo provide users of the accounts wilh greater
understanding in Lhis area, additional balance sheet disclosure
15 provided in note 17 1o the financial staterments.

M&S Bank

The Croup has an economic interest in M&S Bank which entitles
the Croup to a 50% share of the profits of M&S Bank after
appropriate contractual deductions

Dividends

Final dividends are recorded in the financial statements in the
period in which they are approved by the Company's shareholders.
Interim dividends are recorded in the period in which they are
approved and paid.

Government grants

GCovernment grants are recognised where there is reasonable
assurance that the grants will be reccived and that the Croup
will comply with the conditions altached to them

Government grants that compensate the Group for expenses
incurred are recognised in profit or loss, as a deduction against
Lhe related expense, over the periods necessary toe match them
with the related costs.

Government grant incorne s disclosed in note 30.

Pensions

Funded pension plans are in place for the Croup's UK employees
and some cverscas employees.

For defined benefit {'DB") pension schemes, the difference
between the fair value of the asscts and the present value of
the DB obligation is recognised as an asset or liability in the
slatement of financial position. The DB obligation is actuanally
calculated using the projected unit credit method. An asscl can
be recognised as, in the event of a plan wind-up, the pension
scheme rules provide the Group with an unconditional right

to a refund of surplus assets assuming a full settlement of plan
liabilities. In the ardinary course of busingss, the Trustees have
no rights to wind-up or change, the benetits due 1o the memburs
of the scheme As a result, any net surplus in the UK 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 operating profit in the year. The Croup no longer
incurs any service cost or curtailment costs related Lo the UK
DB Pension Scheme as the scheme is closed to future accrual.

The net interest cost on the net retirerment benefit asset/liability
is calculated by applying the discount rate, measured at the
beginning of the vear, to the net defined benefit asset/liability
and 1s included as a single net amount in finance income.

Rermeasuremnents, being actuarial gains and losses, tegether with
the diference between actual investrnent returns and the return
implied by the net interest cost, are recogniscd immediately

in other comprehensive income.

Paymoents to defined contribution retirerment benefit schermes
are charged as an expense on an accruals basis.

For further dotails on pension schemes and the Partnership liability
to the Marks & Spencer UK Pension scheme, see notes 11 and 12.

Intangible assets

A. Goodwill Coodwill arising on consolidation reprasents the
oxcoss of the consideration paid and the amount of any non-
controlling interest in the acquiree over the fair value of the
identifiable assets and liabilities (including imtangible assets)

of the acquired entity at the date of the acquisition. Coodwill is
recognisced as an asset and assessed for impairment annually
or as tniggering cvents occur. Any impairment in value s
recogniscd wilthin the iIncome statement.
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B. Acquired intangible assets Acquired intangible assels include
trademarks or brands. These assels are capitalised on acquisition
at cost and amorlised on a straight-line basis over their
estimated useful lives.

Acquired intangible assets are tested for impairment as triggerng
events occur. Any impairment in value 1s recognised within the
income statement

C. Software intangibles Where computer software is not an
integral part of a related item of computer hardware, the softwarc
is treated as an intangible asscl. Capitalised software costs include
external direct costs of goods and services, as well as internal
payroll-related costs for employees who are directly associated
with Lhe project. When the Group incurs configuration and
customisation costs as parl of a cloud-based software-as-a-
service agreerment, and where this does not result n the creation
of an asset which the Group has control over, then these costs
are expensed.
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Capitalised software developrment costs are amortised

on a straight-line basis over their cxpected economic lives,
normally between three and five years. Computer software
undcr development is held at cost less any recognised
impairment loss Any impairment m value is recagnised
within the iIncome statement.

Property, plant and equipment

The Croup’s policy is to state properly, plant and equipment
at cost less accumulated depreciation and any recognised
impairment loss Properly is not revalued for accounting
purposes Assets in the course of construction are held at cost
less any recognised impairment Loss. Cosls include professional
fees and, for qualifying assels, borrowing costs. Leasehold
puildings with lease premiums and ongoing peppercorn lease
payrments are considered in-substance purchases and are
therefore included within the buildings calegory of property,
plant and equipment.

Depreciation is provided to write of f Lne cost of tangioie
non-current assels (including investment properties), less
estimated residual values on a straight-line basis a5 follows:

— Frechotld tand — not depreciated

— Buildings ~ deprociated to their residual value over therr
estimated remaining economic lives of 25-50 years.

— Fixtures, fittings and equipment - 3 to 25 years according
to the estimated cconomic life of the assel.

Residual values and useful economic lives are reviewed annually
Depreciation is charged on all additions Lo, or disposals of,
depreciating assets in the year of purchase or disposat

Any impairment in value, ar reversal of an impaironent,
1s recognised within the income stalement.

Leasing

The Croup recognises a right-of-use asset and corresponding
liabiuly at the date at which 3 leased asset 1s mado available
for use by the Group, except for short-term leases (defined

as leases with a lease torm of 12 months or less) and leases

of low-value assets. For these leases, the Group recogrises
the lease payments as an operating expense on a straight-line
Basis over the term of the lease.

Lease Labitities are measured at Lhe present value of the future
lease payments, excluding any payments relating to non-lease
components. Future lease paymoents include fixed payments,
in-substance fixed paymeoents, and variable lcase payments
that are bascd on an index or a rate, less any lease incentives
receivable Lease labiities 3150 take inlo account amounts
payable under residual value guarantees and payments to
axarcise aptions to the extent thal . is reasonably certain that
such payments will be made. The payments are discounted

al the rate irmnplicit in the lease or, where that cannot be readily
determined, at an ncremoental borrowing rate

Right-of-use assets are measured intially at cost based on the
value of the associated lease liability, acdjusted for any payments
rmade before inception, iInitial direct costs and an estimate of
the disrnantling, removal and restoration costs required in the
terms of the lease. The Group presents right-of-use assets in
‘property, plant and equiprment” in the consohidated staternent
of financial position
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Subsequent to nitial recognition, the tease bability is reduced
for payrnents made and increased to reflect interest on the
lease liapilily (using the ef fective interest methad) The related
right-of-use assct is depreciated over the term of the lease or,
if shorter, the useful cconomic life of the leased asset, The lease
term shall include the period of an extension option where it 15
reasonably cerlain that the option will be exercised Where the
lease contains a purchase option, the asset 1s written off over
the useful life of the asset whenit is reesonably certain that the
purchase option will be exercised

The Croup remeasures the lease labilty @and makes a
corresponding adjustment to the related right-of-use assot)
whenever,

— The lease term has changed or there is a change in the
assessment of exercise of & purchase option, in which case
the leasc Uabilily is rermeasured by discounting the revised
lease payments using a revised discount, rate.

— The leasc payments change due to changes in an index or
rate or a change in expected payment under a guaranteed
residual value, in which cases the tease bability is remceasured
by discounting the revised lease payments using the initial
discount rate (unless the lease payments change is due to
a change in 3 floating interest rate, N which case a revised
discount rate is used)

— Alease contract 1s modified and the lease modification is
not accounted Tor as a scparale lease, in which case the lease
liability is rermeasured by discounting the revised lcase
payments using a revised discount rate

Leases for which the Group is a lessor are classilied as finance

or oporating leases. A lease s classified as a finance lease if it
{ransfors substantially all the risks and rewards of ownership

to the lessee, and classified as an operating lease if it does not
When the Group s an intermediate tessor, it accounts for tha
head lease and Lhe sublease as two separate contracis The
sublease is clasufied as a finance or operating lease by reforence
to the nght-of-usec assct arising from the head lease

Amounts due from lessees under finance leases are recogrsed
as receivables al the amount of the Croup's net investment in the
loases. Finance lease incame 1s allocated to accounting perods
so as to reflect 3 constant periodic rate of return on the Croup's
net investment in the lease. Rental income from operating loases
is recognised on a straight-line basis over the term of the
rolevant lease,

Cash and cash equivalents

Cash and ¢ash equivalents includes short-term deposits with
banks and other financial institutions, with an initial maturity
of throe months or less and credit card payments received
within 48 hours Bank transactions are recorded on Lheir
sottlement date

Inventories

Inventories are valued on a weighted average cost basis and
carricd at the lower of cost and net realisable value Cost Includes
all direct expenditure and other atiributable costs incurred

In bringing inventories to ther present location and condition
Allinventories are finished goods Certain purchases of inventories
may be subject to cash flow hedges for Toreign exchange risk
The initiat cost of hedged inventory 1s adjusted by the associated
hedging gan or lass transferred from the cash flow hedge
reserve ("basis adiustment”)
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Provistuny

Provisions are recognised when the Group has a present
abligation as a result of a past event, and it is probabile that the
Group will be required 1o settle that cbligation. Provisions are
rmeasured at the best estimate of the expenditure required Lo
sctile the obligation at the end of the reporting perod, and
arc discounted Lo present value where the of foct 1s material

Share-based payments

The Group issues equity-settled share-based payrments to
certain employees A fair value for the equity-settled share
awards 1s measured at the date of grant The Group measurcs
the fair value of each award Lising the Rlack-Scholes model
whoere appropriate.

The {air valuc of cach award is recognised as an expense
over the vesting period on a straight-line basis, after allowing
for an estimale of Lthe share awards that will eventually vest.
The level of vesting is reviewed al cach reporting period and
the charge is adjusted to reflect actual and estimated levels
of vesling.

Foreign currencies

The financial stalements arc presented in sterling which is
the Company's functional currency.

The results of overseas subsidiarics are translated at the weighted
average of monthly exchange rates for revenue and profits

The statements of financial position of overseas subsidiaries are
translaled at year-end exchange rates The resulting exchange
differences are booked into reserves and reported in the
consolidated statement of comprehensive income. On disposal
of an overseas subsidiary the related cumulative translation

dif ferences recognised in reserves are reclassified to profit or
loss and arc 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 moneolary assets and liabilities held at the end of the
reporting period are translated at the closing balance sheet
rate The resulting exchange gain or loss is recognised within
the income statement.

Taxation

Tax expense comprises current and deferred tax Tax is recognised
in the income stalerment, except to the extent that it relates

to items recogrised in other comprehensive income or directly
in equity, in which case the related tax is recognised in other
comprehensive incoma or directly mequity

Provision is mage for uncerlain tax positions wien it is considered
probable that there will be a future outflow of funds to a tax
authority The provision is calculated using the single best
estimate where that outcome is more lkely than not and a
weighted average probability in other circurmstances. The position
is reviewed on an ongoing basis, to ensure appropriate provision
is made for cach known tax risk

Deferred tax is accounted for using a temporary difference
approach, and is the tax expocted to be payable or recoverable
on temporary differences between the carrying amount of
assets and labilities in the statement of financial position and
the corresponding tex bases usedin the computation of taxable
profit. Deferred taxis calculated based on the expected manncer
of realisation or settlement of the carrying amount of assets and
Labiltics, applying lax rates and laws enacted or substantively
eonacted at the end of the reporting period.

Neferred tax liakilitics 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 it is probable that the difference will not reverse in
the foreseeable future In addition, deferred tax liabilities are not
recognised on termporary differences that arise from goodwill
which is notl deductible for tax purposes.

Deoforrod tax assets are recognised 10 the extent thal itis
prokable that taxable profits will be available against which the
deductible temporary differences can be utilised. The carrying
armount of doferred tax assetsis rrvirwed at the end of each
reporting period and reduced to the extent thal it is no longer
probable that sufficient taxable profits will be available to allow
all or part of the asset {0 be recovered

Deferred tax assets and Labilitics are not recognised in respect
of temporary differences that arise on initial recognition of assets
and liabilities acquired othoer than in 2 business combination.

Financial instruments

Financial assets and liabilities are recognised in the Group’s
staterment of financial position when the Group becomes a party
to the contractual provisions of the instrurnent. Financial assets
are initially classified as at {ar value through profit and loss, fair
value through other comprchensive income or amoertised cost
depending on the Group's business madel 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 ul

interest, are measured at amortised cost. g

The table below sets out the Group's accounting classification E

of each class of its financial assets and labilitics E
Note Measurement ,:';,

Financial assets: E

Other investments 16 FVTPL! @

Unlisted equity investments 16 FvOcCr

Trade receivables 17 Amorlised cost

Leasc receivables 17 Amortised cost

Other receivables 17 Amortised cost

Cash and cash equivalents 18 Amortised cost

Derivative financial instruments 21 FWTPL

Financial liabilities:

Borrowings and overdrafls 20 Amortised cost

Trade pavables 19 Amortised cost

Other payables 19 Amortised cost

Contingent consideration 19 FVTPL

Accruals 19 Armortised cost

Lease liabilities 20 Amortised cost

Derivative financial instruments 21 FVTPL

Farvavethrougneora'tor loss
7 Farwvalue througn other comprenensive Imcome
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A. Trade and other receivables Tradc recovables are recorded
initially at transaction price and subsequently measured at
amortised cost, except those which, due to factorng arrangemcnts,
are held within 2 "hold to collect and soll” business model and are
measured at FVOCI. Trade receivables measured at amortised
cost are carried al norminal value less an allowance for any
doubtful debts. The allowance for doubtful debts is recognised
based on management’s expoctation of losses wihout regard to
whethor an impairment trigger happencd or not (an “expected
credit loss” model)

B. Other financial assets Other financial asscts consist of
Investments in unlistled cquity securities, loans recervabile,
venture capital investments and short-term investments with
a maturity date of over 90 days and are classificd as either fair
value through other comprehensive income ("FVOCI} or fair
value through profit or toss (TFVTPLY. Financial assets held at
FVOCI are initially measured at fair value, including transaction
costs direcily sitricutable o the acquisition of the financial
asset. Financial assets held at FVTPL are injlially recognised

at fair value and transaction costs arc expensed

For equity investments at FVOCI, gains or losses arising from
changes n fair value are recognised in other comprehensive
incorne until the security is disposed of, at which Lime

the cumulative gain or loss previously recognised in other
comprehensive incorme and accumulated in the FYOC] reserve
is transfcrred Lo retained earnings

The Group designated all non-lsted equity investments not
held for trading as FYQCI on intial recognition because the
Group intends to hold thern for long-Lerm strategic purposes,

Financial assets that do not meet the criteria for being measured
at amaortised cast or FVOC] are measured at FVTPL with gains
and losses arising from changes in fair value included in the
income statement for the penod.

C. Classification of financial liabilities and equity Financial
liabiitics and equity instruments are classified according to
the substance of the contractual arrangements entered into
An equity instrument is any contract that evidences a residual
inlerest in the assets of the Group after deducting all of

its Lakbilities

D. Bank borrowings Intcrest-bearing bank loans and overdrafts
are mitially recorded at far value, which equals the proceeds
received, net of direct issue costs They are subsequently held at
amortised cost. Finance charges, including premiums payable on
scttlement or redermption and dircct issue cosls, are accounted
for using an effective interest rate method and are added to

or deducted from the carrying amount of the instrurnent.

E. Loan notes Long-term loans are initially measured at Tair value
net of direct 1ssuc costs and are subsequently held at amortised
cost. If the loan 1s designated in a fair value hedge relationship,
the carrying value of the loan s adiusted for fair value gains

or losses attributable to the risk being hedged

F. Trade payables Trade payables are recorded iniially at farr
value and subsequently measured al smortised cost Generally,
this resutts in their recognition at their norminal value.

G. Equity instruments Equity instruments issued by the Group are
recorded at the consideration receved, net of dircct issue costs
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Derivative financial instruments and hedging activities

The Group primarily uscs cross-currency swaps and forward
foreign currency contracts to manage its exposures to fluctuations
ininterest rales and foreign exchange rates These instruments
are initially recognised at fair value on the trade date and are
subsequently remeasured at their fair value at the end of the
reporting period. The method of recognising the resulting gain
or loss s dependent on whether the derivative 1$ designated as
a hedging instrument and the nature of the item being hedged.

The Croup designates certain hedging derivatives as elther

— Ahedge of a hignty probable forecast transaction or change
in the cash flows of a recognised asset or liabilty (a cash flow
hodge), or

— Ahedge of the exposure to change in the fair value of
arecognised assel or lability (a fair value hedge),

Al the inception of a hedging relationship, the hedging instrument
and the hedged itermn are documented, atong with the risk
management objectives and strategy for undertaking various
hedge transactions and prospective effectrveness testing is
performed During the life of the hedging relationship, prospective
effectiveness testing is performed to ensure that the instrumoent
remains an effective hedge of the transaction. Changes in the
fair vatue of derivative financial instruments that do not gualily
for hedge accounting are recognised in ithe income statement

as lhay anise.

In 2019/20, the Croup early adopled the Phase 1 amandmeants
Interost Rale Benchmark Reform - Amendments to IFRS 9, 1AS 39
and IFRS 7 These amendments modify specific hedge accounting
requirements to allow hedge accounting Lo continue for affected
hedges during the period of uncertainty before the hedged
items or hedging instruments affected by the current intercst rate
benchmarks are amended as a result of the ongoing intercst rate
bonchmark reforms, The application of the amendments impacts
the Group's accounting in relation Lo 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 cven if in the future

the hedged benchmark interest rate, GBP LIBOR, may no longer
be separately identilable However, this relief does not exlend to
the requirement that the designated intercst rate risk component
must continue to be reliably measurabte 1f the risk component

is no longer reliably measurable, the hedging relationship

is discontinued.

In the current year, the Group adopied the Phase 2 amendments
Interest Rate Benchimark Reform — Amendrments to IFRS 9, 1AS 39,
IFRS 7, IFRS 4 and IFRS 16 which was 1ssued in August 2020

These amendments arc mandatory for annual reporting periods
beginning on or after 1 January 202} While the Group no longer
holds any fair value hedge relationships, these amaondments
allow the Group 1o retain any balances from discontinued [BOR
linked hedge relationships on the balance sheet as these are now
deemced to be based on the replacement rate
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A. Cash flow hedges Changes in the fair value of derivative
financial instruments that are designated and effective as hedges
of future cash flows are recegnised in olher comprehensive
income. The element of the change in far value which relates

to the foreign currency basis spread is recognised in the cost

of hedging reserve, with the remaining change in fair value
recogrised in the hedging reserve and any ineffective portion is
recognised immeadiately in the income statement in finance costs.
I the firm commitment er forecast transaction that is the subject
of a cash flow hedge results in the recognition of a non-financial
assel or Lability, then, al the time the asset or liability 1s recogrised,
Lthe associated gains or losses on the derivative that had proviously
been recognised in other comprehensive income and accumulated
in the cash tlow hedge reserve are removed diteclly lun eguity
and included in the initkal measurement of the asset or liability.

If the hedged item is transaction-related the foreign currency
basis spread is reclassified to profit or loss when the hedged item
affects profit or loss. if the hedged item is time-period related,
then the amount accumulated in the cost of hedging reserve is
reclassified to profit or loss on a systematic and rational basis.
Those reclassified amounts are recogrised in profit or loss in the
same line as the hedged item, If the hedged item is a nen-financial
itern, then the amount accumulated in the cost of hedging reserve
is removed directly from equity and included in the initial carrying
amount of the recognised non-financial itern.

For hedges that do not result in the recognition of an assct.
or a liability, armounts deferred in the cash flow hedge reserve
are recognised in the iIncoma statement in the same period in
which the hedged items affect net profit or loss

B. Fair value hedges Changes in the fair value of a derivative
instrument designated in a far value hedge are recognised in
the income statement. The hedged item is adjusted for changes
in fair value attributable to the risk being hedged with the
corresponding entry in the income statement

Changes in the fair value of derivative financial instruments
thal do not qualify for hedge accounting are recognised in the
income statement as they arise.

C. Discontinuance of hedge accounting Hedge accounting is
discontinued when the hedge relationship no longer qualifies for
hedge accounting. This includes when Lthe hedging instrument:
expires, 1s sold, terminated or exercised, or whon occurrence of
the forecasl transaction is no longer highly probable. The Croup
cannol voluntarily de-designate a hedging relationship

When a cash fiow hedge s 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 recogrused in
the income statement. If a hedged transaction is no longer
expected tc occur, the net cumulative gain or loss accumultated
in the cash flow hedge reserve is transferred to the income
statement for the peried

When a fair value hedge is discontinued, the farr value
adjustment Lo the carrying amount of the hedged item arising
from the hedged risk s amortised to the incorme statement
based on the recalculated ef fective interest rato at that date.

The Group does not use derivatives to hedge incomae stalement
translation exposures

Reserves

The following describes the nalure and purpose of each reserve
within equity:

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
sharc capital on redemption or repurchase of issucd 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 pertion
excluded from the designated hedging instrument that relates
to changes 1IN the foreign currancy basis.

E. Other reserve Originally created as part of the capital
restrucluring that took place in 2002, It represents the difference
between the nominal valuc of the shares issucd pricr to the
capital reduction by the Company (being the carrying value of
the investment in Marks and Spencer plc) and the share capital,
share premium and capital redemption reserve of Marks and
Spencer ple at the date of the transaction.

F. Foreign exchange reserve Cains and losses arising on
relranslating the net assets of overseas operations into sterling,

G. Retained earnings All other nel gains and losses and
transactions with owners (e g. dividends) not recognised elsewherc.

Critical accounting judgements and
key sources of estimation uncertainty

The preparation of consolidated financial staterments requires
the Croup to make estimates and judgements that affect the
application of policies and reported amounts.

Crilical judgements represent key decisions made by managemant
in the application of the Group accounting policies. Where a
signiflicant risk of materially different cutcomes exists due lo
management assumptions or sources of estimation uncertainty,
this will represent a key source of estimation uncertainty. Eslimates
and judgement s are continually evatuated and are based on
historical experience and other faclors, including expectations

of future cvents that are believed to be reasonable under the
circumstances, Actual results may differ from these estimates
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The estimates which have a significant risk of causing a material
adjustment Lo the carrying amount of assets and lakilities
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 provide additional useful information to
sharchotders on the performance of the business, These measures
are consistent with how business performance is measured
internally by the Board and Executive Committee. The profit
before tax and adjusting items measure 15 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
managemem judgement after considering Lhe nature and
intentions of a transaction. The Croup’s definitions of adiusting
iterns are outlined within both the Croup accounting policies
and the Clossary. These definitions have been applied
consistently year on year

Note 5 provides further details on current year adjusting items
and their adherence to Group policy.
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UK defined benefit pension surplus

Where a surplus on a defined benefit scheme arises, the rights
of the Trustees Lo 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 bonefit schame is in surplus at 2 April 2022,
The directors have made the judgement that those amounts
meet the requirernents of recoverability on the basis that
paragraph 11(b) of IFRIC 14 applics, enabting a refund of surplus
assuming the gradual settlement of the schame liabilities over
time until all members have left the scheme, and a surplus

of £1,043.9m has been recognised,

Assessment of control over Ocado Retail Limited

The directors have assessed that the Group has significant
influence over Ocado Retsit Limited and has therofore accounted
for the investrment as an associate (see note 29), This assossment
is based on the current rights held by the respeclive shareholders
and requires judgement in assessing these nights These rights
include determinative rights currently held by Gcado Croup PLg,
after agreed dispute-resolution procedures, inrelation Lo the
approval of the Ocado Retail | imited business plan and budget
and the appomntment and removal of Ocado Relail Limited's
Chuef Exccutive Officer. Any future change to these rights
requires a reassessment of control and could resull iIn a change
i the status of the inveslment from associate to joint venture,
subsidiary or investment,

Determining the lease term

The Croup determines the lease term as the non-cancellable
term of the lcase, together with any periods covered by an option
to extend the lease i iL s reasonably cortain Lo be exercised, or
any perieds covered by an option to terminate Lhe leaseif it is
reasonably certam nol 1o be exercised,

The Group has scveral lease contracts for land and buildings
that include extension and termination apticns. The Group
apptlies jJudgement in ovaluating whether it 1s reasonably certain
whether or not 1o exerose the oplion to renew or Lorminate

the lease. That is, it considers all relovant factors that create

an econgmic incentive for it te exercise cither the renewal or
termination, including whether there are significant penallies to
terminate (or not extend), whether any leasehold improvernent s
are expocted to have a significard remairing valuc, historical
lease durations,; the importance of the underlying asset to the
Croup's operations; and the costs and business disruption
required to replace the leased asset

Most renewal ponods and periods covered by terrmimation
options are included as part of the lease torm for leases of land
and buildings. The Group typically exercises its oplion to renew
(or daos not exercise ILs aption to terrmunate) for these eases
becausc there will be a significant negative effect on trading

if a replacement property s nat readily avaitable

The lease terms reassessed f a significant event or a sigrificant
change in crcumstances occurs which affects the assessment
of reasonabic certanty, for example, if a store s 1identified to be
closed as part of the UK store estate strategic prograrmme
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Determining whether forecast purchases are highly probable

The Group is exposed to foreign currency risk, most significant Ly
1o the US dollar as a resull of sourcing Clothing & Homge
products from Asia which are paid for predominantly in US
dollars. The Group hedges these exposures using forward foreign
exchange comracts and hedge accounting is appled when the
requircments of IFRS 9 are met, which include that a forecast
transaction must be “highly probable”

The Croup has applied judgement in assessing whether forecast
purchases are “highly probable” In making this assessment, the
Croup has considered the most recent budgets and plans. The
Croup's policy 15 2 "tayered” hedging strategy whore only a smalt
fraction of the forecast purchase requirements is initially hedged,
approximately 14 months prior to a season, with incremental
hadges layered on over time as tho buying period for that season
approaches and therefore as certainty increases over the
forecast purchases. As a result of this progressive strategy,

a reductionin the supply pipeline of iInventory does not
immediately lead to over-hedging and the disqualification of
“highly probable” If the forecast transactions were no longer
expectod 1o occur, any accumulaled gan or loss on the hedging
instruments would be immediatcly reclassified to profit or loss

Key sources of estimation uncertainty
Climate change impact

Climate change is a global challenge and an emerging risk to
businesses, people and the cnvironment across the world.
Although commitments we have made to date form part of the
cash flow projeclions within our going concern and irmpairment
asscssments, the impact of climate change 1s not judged to have
bean a key driver in detormining the outcomoes of those exercises
and is therefore not currently classified as a key source of
estimation uncertamty The Croup will continue to review this
classification as the assessment of the impacts, risks and
opportunities presented by climate change and the Group's
commitments Lo address the challenges presented evolve over
the coming years

UK store estate programme

The Croupis undertaking a significant stralegic pragrarmme to

review 115 UK store estate resulting in a net charge of £161.4m

flast year: £95 3m)in the year A significant level of estimation has

been used to detarmine the charges to be recogmsed in the year

The most significant judgement that impacts the charge 15 that

the stores identificd as part of the programme are more likely |
than not to close. Further significant clesure costs and impairment

charges rmay be recorded In future years depending on decisions

rmade about further store closures and the successful delvery

of the transformation programme

Where a store closure has been announced thereas a reduced
level of estimation uncertainly as the programme aclions are
to e taken over a shorter and more irmmediate timefrarme.
Furthor significant estimation uncertainty arises in respect of
determining the recoverable amount of assets and the costs o
be incurred as part of the programme Significant assumptions
have beon made including:

— Reassessmoent of the useful lives of store fixed assets and
closure dates |

— Estimatior inrespect of the expected shorter-term trading
value in use, ncluding assumptions with regard to the pericd
of trading as well as changes to future sales, gross rmargin
and operaling costs.
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Estimation of the sale proceads for frechold stores which

is dependent upon location-specific factors, timing of lkely
exit and future changes to the UK retail property market
valuations.

— Estimation of the value of dilapidation paymeants required
for leaschold store exits, which 1s dependent en a number
of factors including the extont of modifications to the store,
the terms of the lease agreement, and the condition of the
property.

The assurmptions most tikely to have a material impact are
closure dates and changes to future sales See notes 5 and 15
for further detail

Useful lives and residual values of property,
plant and equipment and intangibles

Depreciation and amortisation are provided to write down Lhe
cosl of property, plant and equipment and certain intangibles (o
therr 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
of changing cconamic and market factors, the channel shift

from slores Lo onling, increasing technological advancement

and the Group's cngoing strategic transformation prograrmmes.
The useful Uves of property, plant and equipment and intangibles
are reviewed by management annually. Sce notes 14 and 15 for
further details. Refer to the UK store estate programme section
above for specific sourcos of estimation uncertainty in relation

to the useful lives of propertly, plant and cquipment for stores
identified as part of the UK storc estate prograrmme. Due to the
nature of the Croup's properly, plant and cquipment, it is not
practicabie to provide a meaningful sensitivily analysis.

impairment of property, plant and equipment and intangibles

Property, plant and equiprment and computer software
intangibles are reviewed for impairment if events or changes

in circumstances indicate that Lhe carrying amount may not be
recoverable Goodwild and indefinite lfe brands are reviewed for
impairment on an ennual basis. When a review for impairment is
conducted, the recoverable amount 1s delermined based on the
higher of value in use and fair value less costs to sell. The value
in use method requires the Group to determine appropriate
assumptions in relation to the cash flow projections over the
threo-year strategic plan pericd (which is a key source of
eslimation uncertainty), the leng-term growth rate 1o be applied
beyond this three-year period and the risk-adjusted pre-tax
discount rate used to discount the assumed cash flows Lo
present value, See notes 14 and 15 for further details on the
Croup’s assumptions and associated sensitivities

Inventory provisioning

The Croup assesses Lhe recoverability of inventories by applying
assumptions around the future saleability and estimated selling
prices of itermns

At 2 April 2022, the Group had recognised a total UK Clothing
&Home inventory provision of £48.3m (last year: £78 2my), which
included £nil (tast year. £24.2m) relaling specifically to the
cstimated impact of the Covid-19 panderic. Durning 2021/22, UK
Clothing & Home performance has been strong, with better-than-
expected sell-through of inventory onginally provided for and the
Croup has updated its assumptions regarding future trading
performance After utilising £10.2m of Lhese provisions in the
period, the Group has released tho remaining £14.0m, resulting in
no UK Clothing & Home inventory provisions in relation to Covid-19
remaining on the balance sheet at 2 April 2022, Sce note 5 for
further details on the assumptions and associaled sensitivities.

Post-retirement benefits

The determination of pension net interest income and the
defined benefit obligation of the Croup's defined benclit pension
schernas depends on the selection of certain assumptions which
include the discount rate, inflation rate and mertality rales.
Differences arising from actual experiences or future changoes in
assumptions will be reflected in subsequent periods. The (air value
of unquoled investments within total plan assets is estimated wilh
consideration of fair value estimates provided by the rmanager 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 B Operating Segments requires operating segments to be identified on the basis of internat reporting on components of the
Group that are regularty reviewed by the chief operaling deasion-maker Lo allocate resources {0 the segments and to assess their
performance.

The chiel operating decisen-rmaker has been identificd as the Executive Committee The Exccutive Commitlce reviews the Group's
internal reporting in order to assess performance and allocate resources across each operating segment.

The Group's reporlable operating segrments have therefore been identified as follows:

— UK Clothing & Home - comprises the retaing of womenswear, menswear, Uingeric, kidswear and home products through UK retail
stores and online,

— UK Feod - includes the resuits of the UK rotail food business and UK Food franchise operations, with the following five main
categories protein deli and dary; produce; ambient and in-store bakery, meals, dessert and frozen; and hospitality and Food on
the Move’ and direct sales lo Ocado Retail Limited.

— International - consists of Marks and Spencer owned businesses in Europe and Asia and Lhe international franchise operations,
- Ocado - includes the Group's share of profits or losses from the investmaent in Ocado Retail Lirmited

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 s managed on a centralised basis

The Executive Commitice assesses the performance of the operaling segments based on a measure of operating prafit before
adjusting items. This measurement basis excludes the effects of adjusting items from the operating segrments

The following 1s an analysis of the Croup's revenue and results by repertiabie segment,

- ) 52 wemz April 2022 03 weeks eadea $ Apnl 2021 )
UK LK
Clothing All other Clothig Allother
& Home UK Food International Ocadae segments Croup & lome UK Taod  internaticnal Qeoado  segrients Groan
£m £m £m £m £m £m Frm £ £ fm™ fro £m
Sales before
adjusting items’ 33322 6,639.6 937.2 - - 10,9090 22390 6,1385 7894 - 9156869
Revenue before
adjusting items? 3,3083 66396 937.2 - - 10,885.1 72390 651385 7894 - - 91669
Operating
profit/{loss) before
adjusting itemqi‘_.._‘_” 330.7 2778 736 139 13.0 7090 (1308) 2286 441 784 1.9 72227z

Finance income

before adjusting

items ) 28.3 57.4
Fmance costs

before adjusting

iLerns {214.4) 1229 3)
Profit/(loss)

befare tax and

adjusting items 3307 277.8 736 13.9 13.0 5229 (1308) 2286 441 784 1.9 503
Adjusting items {131.2) R V42200 |
Profit/(loss)

before tax 330.7 2778 736 13.9 13.0 3917 (1308) 2286 441 784 19 {2094

stmenrs for Ul Clonn » 0 & eorne arana sons

3 Dueryng T Rep et

artr oyt ab.
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2 SEGMENTAL INFORMATION CONTINUED

Other segmental information

52 weeks ended 2 April 2022 59 works ended 3 Aprl 2021
UK UK
Clothing All other Clothng All other
& Home UK Food International Ocado  segments Creup  &Home UKFood interaat ona. Ocado  segmerits Group
£m £m £m £m £m £m rm £ £ £ fm rm
Additions to
property, plant
and equipment,
and intangible
assets (excluding
goodwill and
right-of-use assets) 139.2 1637 185 - - 3214 505 1050 68 - - 1623
Depreciation and
amortisalion'” (268.1} (248.8) {35.0) - - (5519} (3123) (2594) 251) - - {5968)
impairment charges,
Impairment reversals
and asset write-offs’ (37.2) 10.7 (8.0) - - {345) (155)1) (349 (47) - - (1947

1 Thesecasts are allocated to a reportable seamen: where they are directuy attrioutable Where costs are nor drectly attrbutable, a proporhonal alocauon s made to each segrment
based on anappropr ate cost driver
2 Includes £0 2m{last year £03m) depreciat oncnargea an nvestment property

Segrnent assets and labilitics, including investments in assaciates and joint ventures, are not disclesed because Lhey are not reported
to or reviewed by the Executive Committee

3 EXPENSE ANALYSIS

2022 2021

Total Total

£m £m

Revenue 10,885.1 9,156.7
Cost of sales (7,130.3}) (6,244.1)
Cross profit 3,754.8 29116
Selling and administrative expenses (3,244.1} (3,0189)
Other operating income B80.1 124
Share of results of Ocado Retail Limited (18.6) 54.2
Operating profit/(loss) 572.2 (30.7)

The figures above include £136.8m (last year: £252 9m) adjusting item charges within operating profit/(loss) (sec note 5) These are further
analyscd against the categories of rovenue (£nil; last year £11.2m), cost of sales (£170m gain, last year: £86.3m gain), setling and
administrative expenses (£155.9m; last year: £213.8m), other operating income (£34.6m; last year: £nil) and share of results of Ocado
Retail Limited (£32.5m; last year £142rm).

The selling and administrative expenses are further analysed below:

2022 207 |
Total Tatal
£m £

Employee costs '~ 1,420.6 1,3391
Occupancy costs 3443 2239
Repairs, renewals and maintenance of property 122.2 953
Depreciation, amortisation and asset impairmaents and write-offs’ 586.4 791.7
Other costs' 770.6 5684
Selling and administrative expenses 3,244.1 30189

P Tmereare anaadihianal #65 Im{last yess £68 8m) empioyee costs recorded within ¢ost of sa.es These costs are inc.uded within the aggregate remunerstion disclusures n note 104
2 last yearinc uded furlodagh income (zee note 30)

3 Inclunes £02m(last year £03m) deorec.at oncnarged orirvestment property

A Incluces costs such as ogishics 1T, Mar<enng and sunary costs

Adjusting items categorised as sclling and administrative expenses arc further analysed as' ermnployee costs of £0.1m (last year £1004m),
occupancy costs £59m (last year: £6.1m): depreciation, amortiszlion and asset impairments/roversals and write-offs £649m (last vear:
£188.6my}, and other costs £85.0m (tast year: £18 7m).
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NOTES TQO THE FINANCIAL STATEMENTS CONTINUED

4 PROFIT/(LOSS) BEFORE TAXATION

The following items have been included in arriving at profit/{loss) before taxation

2022 2021
£m frin
Net foreign exchange (gains)/losses (14.5) 28
Cost of invenlories recognised as an expense 6,086.3 54276
Write-down of inventories recognised as an expenso 197.6 1170
Deprocation of property, plant and equipmont
- owned assets 290.5 3121
- right-of-usc assets 167.8 1531
Arnortisation of ntangible assets 93.6 131.6
Impairments and write-offs of intangible assets and property, plant and equipment 100.1 2520
impairmaont reversals of property, plant and equiprnent {62.1) (73 1)
Impairments of nght-of-use assets 254 527
Impairment reversals of right-of-use asscls (28.9) (36.9)

ncudes (U 2m(inst year £0 3] oeprenial ON Charnen on myeshimen il properiy

Included in administrative expensces is the auditor's remuneration, including expenses for audit and non-audit services, payable to the

Cornpany's auditor Deloitle LLP and its associates as follows

2022 202

£m fm

Annual audit of the Company and the consclidated financial statements 1.7 16
Audit of subsidiary companics 0.6 0.6
Total audit fees 23 22
Audit-related assurance services 0.2 0.2
Total non-audit services fees 0.2 02
Total audit and non-audit services 25 2.4
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5 ADJUSTING ITEMS

The Lotal adjusting tems reported for the 52-week period ended 2 April 2022 is a net charge of £131.2m {last year: £259.7m;.
The adjustments made to reported profit before tax Lo armnive at adjusted profit are

2022 2021
Notes £m Frn
Included in revenue
Sparks loyalty programme transition - (112)
- (1.2
Included in operating profit
Strategic prograrmmces — UK store estate 15,22 (161.4) (95.3)
Strategic prograrmmes — UK logistics 15,22 219 (2.2)
Strategic programmes — Organisation 15,22 14.3 (133.7)
Strategic programmes — International store closures and impairments 22 04 (3.6)
Slorc impairments, impairment reversals and other property charges 15,22 60.0 69
Amortisation and fair value adjustments arising as part of the investment in
Ocado Retail Limiled 29 (32.5) {(14.2)
Directly attributable gains resulting from the Covid-19 pandemic 17.8 908
M&S Bank charges incurred in relation to insurance mis-selling provision (16.0) (2.4)
Franchise restructure (41.3) -
Intangible asset impairments 14 - (799)
Sparks loyalty programme transition - (54)
Establishing the investment in Ocado Retail Limited - (1.7)
CMP and other pension equalisation 11 - (1.0)
(136.8) (241.7)
Included in net finance costs
Remcasurement of contingent consideration including discount unwind 5.6 68)
5.6 (6.8)
Adjustments to profit before tax {(131.2) (2567)

Strategic programmes ~ UK store estate (£161.4m)

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 betler mect our customers’ needs. The Group incurred charges of £6576m up to April 2021 under this
programme primarily relating to closure costs associated with stores identified as part of the strategic transformation plans.

During 2020/21, the Group experienced a significant channel shift from stores to online due to the pandemic, acceleraling the Croup's
ambition to achieve a Clothing & Home online sales rmix of at least 40% over the next three years. This acceleration in channel shift
reguired the Croup to revise the UK store estate strategic programme to ensure the estate continued to meet customers’ noeds.

The Group has recognised a charge of £161.4m in the period n relation to those stores identified as part of the rotation plans. The charge
primarily reflects a revised view of latest store closure plans and assumptions for estimated store closure costs, as well as charges
relating Lo the impairment of buildings and fixtures and fitlings, and depreciation as a result of shortening the useful economic life

of stores based on the latest approved exit routes.

Further charges relating to the closure and rotation of the UK store estale are anticipated over the next nine years as the programme
progresses, the quantum of which is subject to change throughout the programme period as we gel greater certainty

of arcumstances that need to be in place to make closure financially viable. Future charges will nol include Foodhall closures at lease
event where therc is opporlunily for a better location, as this is not in the scope of the programme.

Following the latest review at 2 Apnil 2022, the tolal closure programme now consists of 204 slores, 100 of which have already closed
Further charges of € £200m are estimated within the next nine financial years, bringing anticipaled Lotal programme costs since 2016
to c.£1bn, vs c.£926m year In addition, where store exil routes in the next ning years lead Lo the recognition of gains on exit, particularly
those relating to asset management, thase credits will also be recognised within adjusting items as part of the programme

These costs are reported as adjusting iterns on the basis that they are significant in quantum, relate Lo a strategic initiative focused
on revicwing our store estate and to aid comparakility from ane period to the next

The anticipated total programme costs do not include any costs that may arise inrelation to a further €30 stores currently under
consideration for closure within the next nine years Al this slage these ¢ 30 stores remain commercially supportable and in the event
of a decision to close the store the exit routes are not yel cortain
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

Strategic programmes - UK logistics (£21.9m credit)

In 2017/18, as part of the previously announced long-term strategic
programme to transition to a single-tier UK distribution network,
the Croup announced Lhe opening of a new Clothing & Home
distribution centre inWelham Creen As a dect result, the Group
announced the closure of two existing distribution centres.

In February 2020, the next phase of the single-tier programrne
was announced with the closure of two further distribution
centres across 2020/21 and 2021/22. A nct crodit of £21.8m has
been recognised in the period, reficcting the gain on disposal of
distributions centres and an updated view of cstimated closure
costs. Tolal programme costs to date are £179m with further net
charges of £433m expected over the next three financial years

These net credits arc reported as adjusting iters on the basis
that they are significant in quantum, relale to a strategic initiative
focused on reviewing ouwr UK Llogistics network and to aid
comparability from one period to the next.

Strategic programmes - Organisation (£14.3m credit)

During 2026/21, the Crouwp announced a commitment Lo integrate
maore flexible management structures into store operations as well
as strearmnline the business at store and management levelin the
UK and Republic of Ireland as part of the ‘Never the Same Again’
transfermation The changes resulted in a reduction of €.8,200
roles across central support centres, regional management and
stores A credit of £2.4m has been recogrised in the period based
on the finalisation of redundancy costs asscoiated with these
changes. No provision rermains at the year end and there are no
further charges anticipated

During 2016/17, the Group announced a wide-ranging strategic
roview across a number of areas of tho business which included
UK organisation and the programme to centralise our London
Hecad Office functions into one building. In previous years, an
impairment charge of £119m was recogrised in relation 16 the
sub-let of previously closed offices. In the pernod, Lthis impairment
charge has beon fully reversed with a credit of E19m recognised.
This relates to the updating of assumpticns and market fluctuations
over the Ufe of the sublet of previously closed offices Total costs
of centralising cur London Head Office functions into one building
incurred Lo date are ¢.£86m. Any future charges will retate to the
updating of assumplions and market fluctuations over the life

of the sublet lease

These credits are reported as adjusting iterms on the basis that they
are consistent with the disclosure of costs previously recognised

Strategic programmes ~ International store
closures and impairments (£0.4m credit)

In 2016/17 the Croup announced its intention to close owned
stores in 10 International markets A credit of £0.4m (last ycar
charge of £36m) has been recogrnised in the year, reflocting an
updated view of the estimated final closure costs for certain
markaets and thase costs which can only bo recognised as
incurred, 1aking the programme net cost to date to £148 2m.

The net credit is considercd to be an adjusting iterm as it 1 part
of a strategic programme which, over the six years of net charges,
has been significant in both guantum and nature to the results
of the Group No further significant chargos are expected

Directly attributable gains resulting from
the Covid-19 pandemic (£17.8m credit)

In March 2020, following the anset of the Covid-19 global
pandermic and subsequent UK government restrictions, the Group
sustained significant disruption to £s operations inresponse to
lhe uncertamty resulting from the pandemic, coupted with the
fast-paced changes taking place acrass the retail sector, the
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Board approved a Covid-12 scenario to reflect managemont’s
best estinate of the significant volatilty and business disruption
expected as a result of the ongoing pandemic.

The pandemic continued to impact the Group throughout 2020/21
and it becamno increasingly more difiicult Lo differentiate Covid-19
items from costs that supported the underlying performance

of the business. In addition, the estimated umeframe over which
these effects may have impacted the business increased, As a
resull, the Group took the dedsion in the mienrn 2020/21 resulis
to only include changes in estimates to items that were included
in adjusting iterms in 201920, in this case relating to the inventory
provision and bad debl provision

Included within directly attricutable expenses resulting frorm

the Covid-19 pandemic of £163.6rm al 2019/20, was an incremental
write-down of inventory to net realisable value of £157.0m

(UK Clothing & Home: £145,3m; UK Food £6.0m; and International
£5 7my, reflecting management’s besl estimate of the impact

on the Group of the Covid-19 pandemic Accordingly, of the total
£204 8m inventary provision, £1570m was recegnised in adjusting
iterms and £47.8m in the underlying results The total remaining
provision held as at 2 April 7021 was £367m,

ncluded within the UK Clothing & Horne provision tast year was
anincremental write-down of inventory to net realisable value

of £18 6 reflecting rmanagoerment’s best estirmate of the irmpact
of the Cowvid-19 pandemic on UK Clothing & Home inventory as
al 3 April 2021 During 2021/22, UK Clothing & Horne perforrmance
has beecn strong, with better-than-expected sell-through of stock
ortgimally prowvided for During the year, £102m of the Cownd-19
provision has been utilised, and there has been a release of £14.0m
recogniscd in adjusting iterns, No UK Clothing & Home inveniory
provisions in relation to Covid-19 remain on the balance sheet

at 2021/22 Similarly, following bettor-than-expected sell-through
of nventory previously provided for in the International markets,
there has been a retease of £0.3m of the Cowid-19 invertory
provisions during 2021/22 No International Covid-19 stock
provisions rermain on the balance sheet at 2021/22, During the
year, of the UK Food provision against excess slow-rmoving
personal proloctive cqupment, cormmitiod Lo during the peak
of the first Covid-19 lockdown and incurred directly in response
1o the Cowvid-19 pandernic, £2.0m has been utiised and £22m
released. A provision of £56m remains on the balance sheet

at 2021/22,

The carrying value of the Group’s inventories at 2 April 2022

1s £706.1m, split across the UK Clothing & Home, UK Food and
International businesses representing gross inventories of £5069m,
£2004m and £70 8m respectively, against which a provision of
£48.3m, £178m and £5.9m has been recognised The fotal UK
Clothing & Home inventory provisions represent 9 5% (last year
15 4%} of UK Clothing & Home inventory The UK Clothing & Home
inventory provision is based on future rading assumplions in
line with the Croup’s 2022/23 Budget. However, trading could

be higher or lower than expected and a 5% increase in the UK
Clothing & Home inveniory prowvision (from 9 5% to 14 5%) would
result in a reduction i the valuation of inventory held on the
balance shect of £252m and would resull in a correspending
decrease to recognised profit bofore tax in the period

In addition, a release of £0.8rm has been recognised within
adjusting items in relation to the Covid-19 bad debt provision
recognised against international franchise partners At 2021/22
no Covid-19 bad debl provision remains.



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

The £17.8m directly attributakle net gains from the Covid-19
pandemic are considered o be adiusting items as they meet the
Croup's established definilion, being both significant in nature
and value to the resulls of the Group in the current period, and
treatment as adjusting items 1s consistent with the treatment of
charges of a consistent. nature recognised in 2016/20. No future
charges arc cxpected. Any future credits relating to these items
will conlinue to also be classified as adjusting.

Store impairments, impairment reversals
and property charges (£60.0m credit)

The Croug has recognised a number of charges and crodits in the
period associated with the carrying value of items of property,
plant and cquipment.

In response Lo the strong Group performance and lifting of
government rastrictions, the Croup has revised future cash flow
projections for UK and International stores {excluding those
stores that have been caplured as part of the UK store estate
programme) As a result, store impairment testing has identified
stores where the current and anticipated future performance
does not support the carrying value of the stores. A charge of
£29m {last year £66.4m) has been incurred primarily in respect of
the impairment of assets associated with these stores. In addition,
a credit of £63.4m {last year £73.3m) has been incurred for the
reversal of store impairments recognised in previous periods,
where revised future cash flow projections more than support
Lhe carrying value of the stores, reflecting improved trading
expeclations compared 1o those assumed at the prior year end.
Refer to note 15 for further details on the impairments.

Afurther charge of £0.5m has been recognised in relation to
Lhe scttlement of provisions for property charges. This treatment
1s consislent with the onginal provision charges, which were
recogrised within adjusting items,

The charges/credits have been classilied as an adjusting item
on the basis of the significant quartium of the charge/credit in
the period to the results of the Croup. Any future charges or
reversals relating to stores previously impaired within adjusting
iterms will continue to be recogrised within adjusting items in
line with the original charge

Amortisation and fair value adjustments arising as part
of the investment in Ocado Retail Limited (£32.5m)

Intangible assets of £366.0m werc acquired as part of the
investment in Ocado Retail Limited in 2019/20 relating to the Ocado
brand and acquired customer relationships. These intangibles are
being amortised over their useful economic lives of 10-40 years
with an arnortisation charge of £176m recogrised in the period

In additicn, a further deferred tax charge of £149m has been
recognised predominantly relating to the substantial enactment
of the Finance Act 2021 during the period increasing the UK's
main corporation tax rate from 19% to 25% from 1 April 2023

The amortisalion charge and changes in the related deferred tax
liability arc included within the Group's share of the profil or loss
of the associate and are considered to be adjusting items as they
are based on judgements about their value and economic life
and are not related to the Croup’s underlying trading performance.
These charges are reported as adjusting items on the basis that
they are significant in quantum and Lo aid comparakility from
ane period te the next.

M&S Bank charges incurred in relation
to insurance mis-setling provisions (£16.0m)

The Group has an economic interest in Marks and Spencer
Firancial Services pic (trading as M&S Bank), a wholly owned
subsidiary of HSBC UK Bank plc, by way of a Relationship
Agreement that entitles the Croup to a 50% share of Lhe profits

of M&S Bank after appropriate deductions. The Croup does not
share in any lesses of M&S Bank and 1s not obliged to refund
any profit share received from HSBC, although future income
may be impacted by significant one-of f deductions.

Since the year ended 31 December 2010, M&S Bank has recognised
In its audited financial staterments an estimated lability for redress
to custorners in resgect of possible mis-sclling of financial
products The Group's profit share and fee incorne from M&S Bank
has been reduced by the deduction of the estimated bability in
bolh the current and prior years. In line wilth the accounting
treatmont under the Relarionship Agreement, thercis a cap on
the amount of charges that can be offset against the profit share
N any one year, whereby excess liabilties carried forward are
deducted from the Group's future profit share from M&S Bank.
The deduction in the period is £16 0m (last year: £2.4my}

The treatment of this in adjusting items is in line with previous
charges in relation Lo settlement of Payrment Protection
Insurance (PPl) claims and, although it is recurring, it is significant
in quantum in the contexl of the total charges recognised

for PPl mis-selling to-date and 1s nol considered representative
of the normal operating performance of the CGroup As previously
noted, while the August 2019 deadlnc to raise potential mis-
selling claims has now passed, costs relating Lo the estimated
liability for redress are expected to continue. The totat charges
recognised in adjusting items since September 2012 for PPLis
£326.3m which exceeds the total offset against profit share

of £2590m to date, and this deficit will be deducted from the
Group's share of future profits from M&S Bank

Franchise restructuring (£41.3m)

During the year, the Group recegnised a charge of £41 3m as a result
of the restructure of cerlain International franchise operaticns

In September 2021 the Croup announced the closure of 11 franchise
slores in France in response to increased EU border casts.
Consequently, the Group has recognised a charge of £103m

for closure costs No future costs are currently expected.
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In March 2022, In response to the unfolding humanitarian crisis
following Lhe invasion of Ukraine, the Group announced it had
suspended shipments to its Turkish franchisee's Russian business,
The Croup has subscquently made the decision to fully exit its
Russian franchise. As a result, the Group has recognised a charge
of £31.0m representing the Group's full exit costs from Russia and
business disruptions in Ukraine,

The costs are considered to be adjusting items as they are
one-coff in nature and significant in value to the results of the
Croup and Lo the International scgment.

Remeasurement of contingent consideration
including discount unwind (£5.6m credit}

Contingent consideration, resulting from the investment in
Qcado Relal Limited, is remeasured at fair value at each reporting
date with the changes in fair value recognised in profit or loss.
During the period, £33.8m of contingent consideration was setlied,
following the achievernent of the first and second performance
targels (sce note 21). A credit of £5.6m has been recognised

in the period, representing the revaluation of the contingent
consideration payable The change in fair value is considered

to be an adjusting item as it relates to a major transaction and
consequently is not considered representative of the normal
operating performance of the Croup. The remeasuremoent will
be recognised in adjusting items until the final contingoent
consideration payment is rnade in 2024/25.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

6 FINANCE INCOME/COSTS

2022 2021
£m £m

Bank and olhor interest receivable 3.7 2.9
Qther finance income 59 1.8
Pension net finance income (sec note 11H) 13.2 472
Interest incame of subleascs 5.5 55
Finance income before adjusting items 283 57.4
Financc income in adjusting items 5.6
Finance income 339 57.4
Other finance costs (0.8) (0.6)
Interest payable on syndicated bank facilily (4.7) (39)
Interest payable on Medium Term Notes (79.6) (36.4)
interest payable on commercial paper facility - {0.4)
Interest payable an lease labilities ) (121.1) (1304)
Unwind of discount on provisions - (3.8) (27)
Unwind of discount on Partnership lability to the Marks & Spencer UK E’cnsion Scheme (sec note 12) (4.4) (49“)
Finance costs before adjusting items (214.4) (229.3)
Finance costs in adjusting items - (6.8)
Finance costs (214.4) (236 1)
Net finance costs {180.5) {(178.7)
7 INCOME TAX (CREDIT)/EXPENSE
A. Taxation charge

2022 P21

£m Lrri

Current tax L - - B
UK corporation tax on profits for the year at 19'%;(last year 19%) - B ) T . :_*
- current year T —_EE'E" 37
~adjustments in respect of prior years {1.0) (121}
UK current tax T 65.8 (?!-1)
Cvorseas current taxation
~current year o 9.6 b2
- adjustments in respect of prior years ) ) 2.2 102)
Total current taxation ) e 77.6 (84)
Deferred tax
- origination and reversal of temporary diffcrences 14.9 67
—adjustrments in respect of prior years 0.7 (59)
- changos in tax rate o (10.5) 08
Total deferred tax (see note 23) ) e ) T 5.1 j 0.2
Total income tax expense/(credit) T ' 827 (82)
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7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

B. Taxation reconciliation
The effective tax rate was 21.1% (last year: 3.8%) and is cxplained below,

2022 2021
£m £m

Profit/{loss) before tax Nz (209.4)
National taxation at standard UK corporation tax rate of 19% (lasl year. 19%) 74.4 (398)
Depreciation and other amounts in relation to fixed assets that do not gualify for tax relief 7.8 5.2
Tax benefit arising from UK super deduclion regime (6.2) -
Other income and expenses that are not taxable or allowable for tax purposes 6.1 86
Joint venture results accounted Tor as profil after tax (2.5) {1185}
Retranslation of deferred tax balances due to the change in statutory UK tax rales (10.5) -
Overseas profits taxed al rates different to those of the UK (0.6} 07
Movement in unrecognised overseas deferred tax assets - 08
Adjustments to the current and deferred Lax charges in respect of prior periods 1.9 (18.2)
Capital losses nc longer recognised - 258
Adjusting items
- UK store and strategic programme impairments and other property

charges where no tax relief is available 39 85
— International store closures and impairments - EY)]
- Other strategic programme income and expenses that are not taxable or atlowable for Lax purposes 22 130
— Amortisation arising as a part of the investment in Ocado Retail Limited 6.2 2.7
Total income tax expense/(credit) 827 (82)

The effective tax rate in respect of the profit excluding adjusting ilems was 18 2% {last year 50.3%).

During Lhe period, no payments have been made to the Marks and Spencer Scotlish Limited Partnership and as such the tax impact
to the income tax expense in the perod was £nit (last year £4.1m charge). Undor this structure, tax relief for payments to be made
Lo the Marks & Spencer UK Pension Scheme in relation to the first Partnership interest arose in the first 10 years of the structure and
some of this benefit is recaptured in subscquent years.

The Finance Act 2021 contains legislation to increase the main rate of UK corporalion tax from 19% to 25% with effect from 1 April 2023
The Croup has therefore remeasured its UK deferred tax assels and liabilities at this higher rale of tax where these are expecled to be
realised or setlled on or after 1 April 2023 This has resulted in the recognition of a deferred Lax credit of £105m in the income slaterment,

On 20 December 2021, the OECD published their propesals in relation to Clobal Anti-Base Erasion Rules, which provide for an
internationally co-ordinated system of taxation to ensure thatl targe multinational groups pay a rminimum level of corporate income
tax in countries where they operate. In January 2022 the UK government reconfirmed its intention to introduce legislation ta give
effect to the OECD praposals. The now rules are expected to take effect from 2023 onwards

There remains a considerable amount of uncertainty with respect Lo Lhe detailed operation of the Clobal Anti-Base Erosion Rutes and
theirimpact Further details and guidance are due in the course of 2022, From an tnitial review of the Croup’s business and tax profile,
we do not expect the rules to have a material impact on the Group's tax rate or tax payments There is no impact on the Group's
resulls for 2021/22.
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

C. Current tax reconciliation

The current tax reconciliation shows the tax effect of the main adjustments made to the Croup's accounting profits in order to arrive
at its taxable profits. The reconciling iterms differ from those in note 7B as the effects of deferred tax lermporary differences are
ignored balow

2022 2071
£m £m
Profit/{loss} before tax 391.7 (209.4)
Netional taxation at standard UK corporation Lax rate of 19% {last year: 19%) 74.4 {39.8)
Disallowable accounting depreciation and olher similar items 63.7 75.1
_FZEductit}Lc capital allowances {75.7) (500)
Ad}ustmems in rclation to employee share schemes 6.7 19
Adjustments in relation to employce pension schemes (2.5) (47)
Overscas profits taxed at rates different to those of the UK L (0.6} 0.7
Maovement In unrecognised overseas deferred tax - 0.9
Joint venture rosults accounted for 35 profil after Lax {2.5) (146)
Current year losses carried forward - 113
‘Bz-her income and expenses that are nol 1axable or allowable - 06 /ﬁ@
Adjusting items:
- UK store and strategic programrne impairments and olher property charges where no tax rclief is available 39 ESM
— International store closures and impairments - {1.0)
- Other strategic programmce income and expenses that are not taxable or allowable for tax purposes —_ 22 55
Imparment to per unz goodwil o S
— Amorlisation arising as a part of the investment in Ocado Retail Limited - ) 6.2 27
Current year current tax charge 76.4 39
Represented by
UKcurentyearcurenttox R 66.8 37
Overseas current year current Lax ) ' 9.6 02
76.4 39
UK adjustments in respoect of prior years {1.0) {(12.1}
Overseas adjustments in respect of prior years 22 ©02)
Total current taxation (note 7A) 77.6 (84}

8 EARNINGS PER SHARE

The calculation of earnings per ordinary share 1s based on earnings after tax and the weighted average number of ordinary shares
in issue during the year

The adiusted carrungs per sharce figures have also been calculated based on earnings before adjusting items that are significant
in nature and/or quantum and are considered distortive to underlying results (see note 5). These have Deen presented to provide
sharcholders with an additional measure of the Croup's year-on-year performance

For diluted carnings per share, the worghted average number of ordinary shares in issue is adyusted to assume conversion of all dilutive
potential erdinary shares, The Croup has four types of dilutive potential ordinary shares, being those share options granted Lo
ermployees where the exercise price is less than the average market price of the Company's ordinary shares during the year, unvested
shares granted under the Deferred Share Bonus Plan; unvested shares granted under the Restricted Share Plam; and unvested shares
within the Performance Share Plan that have met the relevant performance conditions at the end of the reporting period

Details of the adjusted carnings per share are set oul below

2022 077
£m £
Profit/{loss) attributable to equity shareholders of the Company o 306.6 (198 0)
Ada(less) -
Adjusting items {(sce note 5) 131.2 259.7
Tax on adjusting items (12.6) (335)
Profit before adjusting items attributable to equity shareholders of the Company 425.2 282
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8 EARNINGS PER SHARE CONTINUED

Miltion Million
Weighted average number of ordinary shares inissuc 1,953.1 18535
Potentially dilutive share options under Group's share option schemes! 73.0 150
Weighted average number of diluted ordinary shares 2,031 1,9685
1 Inthe pror year, the sotentially o:lut ve share apt ans are only considered inreiation to ad,usted diluted earmings por share as the Group Maae a basic less per share

Pence Pence
Basic earnings/{loss) per share 15.7 (1o
Diluted earnings/{loss) per share 15.1 (10.1)
Adjusted basic earnings per share 217 1.4
Adjusted diluted earrings per sharc 209 1.4

9 DIVIDENDS

At the full-year results in May 2021, the Board announced Lhal payrment of a dividend in the 2021/22 financial year would te unlikely
as we focus on restoring sustainable profitability and recovering the balance sheel towards metrics consistent with investment grade.

Consistent wilh that announcement, the Board does not expect to pay a dividend this financial year,

10 EMPLOYEES

A. Aggregate remuneration
The aggregate remuneration and associated costs of Group ermployees (including Exccutive Committee) were:

2022 2071
Total Total
£m £rm

Wages and salaries 1,256.0 1,2103
Social security costs 84.6 995
Pension costs 69.0 713
Share-based payments (sec note 13) 30.2 193
Employee welfare and other personnel costs 54.1 437
Capitalised staffing costs {6.4) (6.4}
Total aggregate remuneration’ 1,487.5 14377
| Fxrlutes amounts recognised within achusting items of £0 1m (st year £1004m) (see notes 3 and 5}
Details of key management compensation are given in note 28.
B. Average monthly number of employees

2022 7071
UK stores
- rnanagement and supervisory categories 4,570 4870
- other 51,585 54076
UK head office
- rmanagement and supervisory categories 3,275 2,948
— other 660 749
UK operations
— management and supervisory categories 124 117
- other 1,667 1,507
Overseas 5,205 5579
Total average number of employees 67,086 69,846

The average number of full-lime cquivalent employees is 47108 (last year 49177)

11 RETIREMENT BENEFITS

The Croup provides pension arrangemaents for the benefit of its UK employees through the Your M&S Pension Saving Plan (a defined
contribution ('DC™) arrangement) and prior Lo 2017, through the Marks & Spencer Pension Scherme (UK DB Pension Scheme™) (@ defined
benefil {'DB™) arrangement).

The legacy UK DB Pension Scheme operated on a final pensionable salary basis and is governed by a Trustee board which is independent
of the CGroup. The UK DB Pension Scheme closed to future accrual on 1 April 2017 There will be ne further service charges relating Lo
the scheme and no future monthly employer contributions for current service. At year ond, the UK DB Pension Scheme had no active
mermbers (last year:nil), 51,444 deferred members (last yvear 53,674) and 53,270 pensioners (tast year: 52,724).
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11 RETIREMENT BENEFITS CONTINUED

The DC plan s a pension plan under which the Group pays contributions to an independently administered fund Such contributions
are bascd upon a fixed percentage of employees’ pay The CGroup has no legal or constructive obligations to pay further contributions
to the fund once the contributions have been paid Members' banefits are determined by the amount of contributions paid by the
Group and the member, together with the investment relurns carned on the contributions arising from the porformance of cach
individual's investments and how cach member chooses Lo reccive their retirement benefits. As a result, actuariat risk (Lhat benefits
will be lower Lthan expecled) and investment risk {that assets invested in will not perform in line with axpectations) falt on the
employce. Al the year end, the DC arrangement had some 46,560 active members (last year 46,191) and some 45778 deferred
members (last year: 40,604)

The Group also operates a small legacy funded DB pension scherme in the Republic of lreland. This scheme closed to future accrual on
31 October 2013 Cther retirement benefits also include a UK post-retirement healthcare scherme and unfunded rotirement benelits

The total Croup retirernent benefif cost was £553em (last year £238my), Of this, ncome of £8.8m (last year income of £43.3m) relates
Lo the UK DB Pension Scheme, costs of £62.0m {last year. costs of £64.0m) 1o the UK DC plan and costs of £2.8m (last year; costs of
£3 2m) to other retirermnent, benaefit schemes.

The Group considers two measures of the pension deflicit The accounting position 1s shown on the Group balance sheet. The funding
position, calculated at the triennial actuarial valuation, is used 1o agree contributions made to the schemes. The Lwo measures wit
vary because they arc for different purposes, and are calculated at different dates and in different ways The key calculation difference
15 that the funding position considers the expected returns of scheme assets when calculating the liability, whereas the accounting
position calculated under 1AS 19 discounts liakilities is based on corporate bond yields

The most recent actuarial valuation of the UK DB Pension Scheme was carried out as at 31 March 2018 and showed a funding surplus
of £652m. This is an improvement on the previous position at 31 March 2015 (statulory surplus of £204m), primarily due Lo lower assurmoed
Ufe expectancy. The Company and Trustee have confirmed, in line with the current funding arrangement, that no further contributions
will be required to Tund past service as a resull of this valuation (other than those already contractually commitied under the existing
Marks and Spencer Scotlish Limited Partnership arrangements - sce nole 12) We continue to work constructively with the Trustees of
the UK DB Pension Scherme with regard to agreeing the triennat actuarial valuation of the scheme as at 31 March 2021, Consequently,
the results of the valualion are not yet finalised, although it is Ukely that there will continue to ba a surplus

By funding its DB pension schemes, the Group is exposed to the risk that the cost of meeting its obligations s higher than anticipated
Thus could ocour for sevoral reasons, for example.

— nvestment returns on the schemes’ assels may be lower than anticipated, especially if falls in asset values are not matched by
similar falls in the value of the schemes’ Labilities

— The level of price inflation may be higher than that assumed, resulling in higher payments frorm the schemes

— Scherne members may live longer than assurncd; for example, due to advances in healthcare Members may also exercise (or not
exercise) options N a way that (eads Lo increases in the schermnes' Liabilities; for example, through early retirerment, or commutation
of pension for cash.

— Legislative changes could also lead to an increase in the schemes’ liahilities

In addition, the Croup is exposced to additional risks through its coligation Lo the UK DB Pension Schermne via its interest in the Scottish
Limited Partnerstup (sce note 12) In particular, under the legal tarms of the Partnership, a default by the Group on thae rental payments
Lo the Partnership or a future change in legistation could trigger earlier or higher payments to the pension scheme, or an increase
nthe collateral to be provided by the Group.

With the pensioner buy-in peolicies purchased in Septemibber 2020, April 2019 and March 2018, the Scheme has now, in total, insured
around 80% of the pensioner cash flow labitities for pensions in payment. The buy-in palicies cover specific pansicner Labilities and
pass all risks to an insurer in exchange for a fixed premium payrment, thus reducing the Group's exposure 1o changes in longevity,
inlerest rates, inflation and other factors

A. Pensions and other post-retirement liabilities

2022 207
Im m
Total market value of assets 10,090.7 10,442 9
Present value of scheme lablities (9,046.8) (9,803.7)
Net funded pension plan assct 1,0439 6392
Unfunded retircment benefits {2.6) (3 8}
Post-retirement heatthcare {3.1) {40)
Net retirement benefit surplus 1,038.2 6314
Analysed in the statement of financial position as.
Retirement benefit assot 11,0439 63972
Retirement benefrt deficit (5.7) (78)
Net retirement benefit surplus 1,038.2 6314
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11 RETIREMENT BENEFITS CONTINUED

in the event of a plan wind-up, the pension scheme rules provide M&S with an uncondilional right Lo a refund of surplus
assets assuming the full settlement of plan liabilities. In the ordinary course of business, Lhe Trustee has no right to wind up or
change the benefits due to members of the scheme. As a result, any net surplus in the UK DB Pension Scheme is recognised in full

B. Scheme assets

Changes in the fair value of the scheme assets are as follows'

2022 2021

£m fm
Fair value of scheme assets at start of year 10,442.9 106538
Interest income based cn discount rate 204.4 2549
Actual return on scheme assets excluding amounts included i net interest income! (2134) 1175)
Actuarial loss ~ asset ceiling (19.4) -
Employer contributions 41.8 415
Benefits paid (359.3) (379.4)
Administration costs {4.6) {43)
Exchange movement (1.7) {6.1)
Fair value of scheme assets at end of year 10,090.7 104429
1 Theactuslreturn on scneme asscts was 3 loss of £90m (last year ganof £1374m)
C. Pensions and other post-retirement liabilities
Changes in the present value of retirement benefit obligations are as follows:

2022 2021

£m £
Present value of obligation at start of year 9,811.5 87512
Current service cost 0.2 02
Administration costs 0.2 02 )
Past service cast - 10 g
Interest cost 191.2 2077 g
Benefits paid (359.3) (379.4) o
Actuarial lessf{gain) — experience! 153.9 (826) E
Actuarial loss/{gain) — demographic assumptions 89.0 (12.5) E
Actuarial {gain}/loss — financial assumptions (832.7) 13321 @
Exchange movement (1.5) (6.4)
Present value of obligation at end of year 9,052.5 98115
Analysed as:
Present value of pension scheme Liabililics 9,046.8 9,803.7
unfunded pension plans 2.6 38
Post-retirament healthcare 3.1 40
Present value of obligation at end of year 9,052.5 98115
1 Includes Fril {last year 2 omlassirelabing to an e, 4. satie ob rge re gnsen n 2018/19 that wa: reclasaifiod “rom prov siors

The average duration of the defined benefit obligation at 2 April 2022 is 17 3 years (last year: 19.0 years).
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D. Analysis of assets

The nvestment strategy of the UK DB Pension Schome s driven by its liability profite, including its inflation-linked pension benefits

In addition Lo its interest i the Scotlish Lirmited Partnership (refer Lo note 12), the scherne invests in different types of bond (including
corporate bonds and gilts) and derivative instruments (including inflation, interest rate, cross-currency and total return swaps) in
order to align moverments in the value of its assets with movements inits liabilitics arising from changes in market conditions. Broadly,
he scherne has hedging that covers 103% of imterest rate rnovernents and 104% of inflation movements, as measured on the Trusteg’s
funding assumptions which use a discount rate derivod from gilt yiclds.

The Tair value of the total plan assets at the end of the reporting period for cach calegory is as follows

2022 2021
Quoted Unquoted Total Quoted Unguated Tola.
£m £m £m fm fr fere

Debt investments
- Covernrment bonds net of repurchase agrecments! 3,482.9 {1,185.2) 2,297.7 3,9452 (1,4435) 25017
- Corporate bonds 6.0 950.0 956.0 64 1,0366 1,0430
= Assct-backed securities and structured debt - 3659 3659 - 2561 2561
Scottish Limited Partnership Interest (see nota 12) - 193.5 1935 - 1425 Vazs
Equity investments ] ]
- Developed markets 550.3 - 5503 450.9 - 4509
- Ernerging markets 113.7 - 1127 1211 - 1311
Crowth asset funds
- Globkal property 5.4 308.7 314.1 5.4 2768
- Hedge and reinsurance 258 324.7 350.5 438 2990
- Private eguity and infrastructure 59 2236 2295 ) - 7241
Derivatives 7 7 }
- Interest and inflation rale swaps 15.6 406.9 4225 184 298.6 3170
- Foreign exchange contracts and other derivatives - (40.0) (40.0) 937 45 a77
Cash and cash equivalents 5.9 168.1 1740 136 1489 1625
Other
"—__Ej_uy»in ingurance e ) - 2,910.0 2,910.0 - 31770 3,117 0
- Secure income assel fgnds o - 1,121.6 1,121.6 - 10044
- Other - 150.8 150.8 387 211.2
Total? 4,211.5 5,898.6 10,1101 A4746.7 £,6962
1 Reonurcnase agrecmenl swore F17840m ( ast year 1443 0m)
2 Treeafference betwesrthe 1o acatsel o F 0L Ol abos e corpared te 2 IG5 /s 73 4n b coiater 2o g apnl @n e sha losn TR soniees e beretare e 220 anal

gan s NGt recrngn sea a3 per TRC 4
The fair values of the above equity and debt investments arc based on publicly available market prices wherover available, Unquoted
imvestrnents, hedge funds and reinsurance funds are stated at fair value estimates provided by the manager of the nvestment or fund
Property includos both guoted and unguoted investments. The far value of the Scottish Limited Partnership intergst is based on the
axpected cash flows and benchrmark asset-backed credit spreads N is the policy of the scheme to hedge a proportion of interest rate
and inflation nsk. The scheme reduces its foreign currency exposure using forward foreign exchange contracts

At year end, the UK schemes (UK DB Pension Scheme and post-retirement healthcare) ndirectly held 33,210 (last year 75,223) ordinary
shares in the Company through its investrment in UK Equity Index Funds.
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E. Financial assumptions

The financial assumptions for the UK DB Pension Scherne and the most recent actuariat valuations of the other post-retirerment
schemes have been updated by independent qualified acluarics 1o Lake account of the requirements of 1AS 18 Employee Benefits
in order 1o assess the liabilities of 1the schemes and are as follows:

2022 2021

% %

Rate of increase in pensions in payment for service 2.3-3.6 2.2-32
Discount ratle 2.70 200
Inflation rate for Retail Price Index (RPI) 3.70 330
Long-lerm healthcare cost increases 7.70 730

F. Demographic assumptions

The UK demographic assumptions are mainly in line with those adopted for the last formal actuarial valuation of the scheme
performed as at 31 March 2018 The UK post-relirement mortality assurnptions are based on an analysis of the pensioner mortality
trends under the scheme for the period Lo March 2018, The spearfic mortality rates used are based on the VITA Lite tables, with future
projections based on up-to-date industry models, paramcetensed (o reflect scheme data The life expectancies underlying the
valuation are as follows:

2022 2071

Current pensioners (at age 65} - male 22.3 222
- female 25.1 250

Future pensioners — currently in deferred status (at age 65) - male 240 240
- female 26.9 2638

C. Sensitivity analysis

The table below surnmarises the estimated impact of changoes in the principal actuarial assumptions on the UK DB Pension
Scheme surplus:

2022 200

£m im

Decrease in scheme surplus caused by a decrease in the discount rate of 0.25% (20.0} {200)
Decrease in scheme surplus caused by a decrease in the discount rate of 0.50% (30.0) {300}
Decrease in scheme surplus caused by a decrease in the inflation rate of 0.25% (70.0) {20.0}
Decrease in scheme surplus caused by a decrease in the inflalion rate of 0.50% (130.0) {300}
Increase in scheme surplus causcd by a decrease in the average life expectancy of one year 270.0 3000

The sensitivily analysis above is based cn a change in one assumptlion while holding all others constant. Therefore, interdependencies
between the assumplions have not been taken into account within the analysis.

H. Analysis of amounts charged against profits
Armounts recegnised in comprehensive income in respect of defined benefit retirement plans are as follows:

2022 021
£m £m
Current service cost 0.2 02
Administration costs 48 a5
Past service costs - 10
Net interest income (13.2) (47.2)
Total (8.2) (41.5)
Remeasurement on the net defined benefit surplus
Actual return on scheme assets excluding amounts included in net inlerest income 2134 1175
Actuarial loss/{gain) - dermographic assumptions 89.0 (125)
Actuarial toss/(gain) — cxpericnce’ 153.9 (826}
Actuarial {gain)/loss - financial assumptions (832.7) 1,3321
Acluarnial toss — asset ceiling 194 -
Components of defined benefit (income)/expense recognised in other comprehensive income (357.0) 1,3545

Vo dncludes Eaul fast year £2 Trnoss) reshing taar e a spt o cnorge oo grsea in 2018 8 that wa recliss hied fro provs s
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12 MARKS AND SPENCER SCOTTISH LIMITED PARTNERSHIP

Marks and Spencer plc is a general partner and the Marks & Spencer UK Pension Scheme is a limited partner of the Marks and Spencer
Scottish Limited Partnership {the "Partnership”). Under the Partnership agreement, the limited partners have no involvernent in the
management of the business and shall not take any part in the control of the Partnershup. The general partner is responsible for the
managoement and control of the Partnership and, as such, the Partnership is consolidated into the results of the Croup.

The Partnership holds £1.3bin (last year £1.4bn) of propertics at book value which have been leased back to Marks and Spencer ple
The Group retains control over these properties, ncluding the flexibility to substitule alternative propertics into the Partnership The
first imited Partnership interest (held by the Marks & Spencer UK Pension Scheme) previcusly entitled the Pension Scheme to recoive
an annual distribution of £719m untit June 2022 from the Partnership. As a result of the Covid-19 pandernic and the need Lo preserve
cash, in agreement with the Trustees, only £18.9m of the June 2020 payment was made, with the remaining £53 0m being deferred

During the period, the Group and the Pension Scherne Trustees agreed to amend the distribution dates so that, rathor than making
Lthe planned payment of £71.9min June 2021 along with the deferred £53.0m, the Pension Scheme 1s now entitled to receive £719m
N 2022, £73.0mM in 2023 and £54 4m in 2024. The second Partnership interest (also held by the Marks & Spencer UK Pension Scheme)
entitles the Pension Scheme Lo receive a further £36 4m annually frorm June 2017 until June 2031 All profits generaled by the
Partnership in ¢xcess of this are distributable to Marks and Spencer ple.

The Partnership liability in relation Lo the first interest of £192.3m (last year: £193.5rm) s included as a financial liability in the Group's
financial stalements as it is a transferable financial instrument and measured at amortised cost, being the net present vatue of the
future expected distributions from the Partnership. During the year to 2 April 2022, an interest charge of £4 4m (last year: £49m) was
recognised in the income statcment, representing the unwinding of the discount inctuded in this obligation The first imited Partnership
interest of the Pension Scheme is included within the UK DB Pension Scheme assets, valued at £193.5m (last year: £142.5m).

The second Parlnership interest is not a transferabte financial instrument as the Scherme Trustee doees not have the right to transfer
it to any party olher than a successor Trustee. It is thercfore not includaed as a pian asset within Lhe UK DB Pension Scheme surplus
roported in accordance with 1AS 19 Similarly, the associated Liability is not included on the Group's slatement of financial position,
rather the annual distribution 1s recognised as a contrbution to the scheme cach year,

13 SHARE-BASED PAYMENTS

This year, a charge of £30.2m was recogrised for share-based payments {last year: charge of £19 3m) Of the total share-based payments
charge, £151m (last year: £9 2m) relates Lo the Save As You Earn share option scheme and a chargoe of £6.7m (last year: £1 /m) relates
to the Performance Share Plan. The remairing charge of £84m {last year: £8.4m}is spread over the other share plans I addition,

a charge of £8 6m was recognised in retation Lo the Annual Bonus Scheme for 2021/22 under the Deferred Share Bonus Schema
Further details of the operation of the Group share plans are provided in the Remuncration Report

A Save As You Earn scheme - £16.1m

The Save As You Earn ("SAYE") scheme was approved by shareholders for a further 10 years at the 2017 Annual General Meeting (ACM)
Under the terms of the scheme, the Beard may offer options to purchase ordinary shares in Lhe Cormpany once in each linancial year
Lo those employces who enter into Her Majestly's Revenue & Customs (HMRC) approved SAYE savings comtract. The scherne allows
participants to save up Lo a maximum of £500 (last year. £500) cach month. The price at which options may be offered is 80% of the
average mid-market price for three consecutive dealing days preceding the of for date. The options may normally be exercised during
the sixk-month period after the completion of the SAYE contract

2022 202
Weighted Wegntea
Number of average Nurne: o average
options  exercise price apl ons EROMCIZE PNLE
Qutstanding at beginning of the year 119,151,406 99.4p 53,13994] 190.7p
Granted 11,526,149 189.0p 101466321 82 0p
Exercised (208,238) 138.2p (556} i510p
Forfeited B {12,207,656) 102.6p {23811474) 155 7Q
EXD!Fed 7 S . {7,698,700) 2065p (11.6423826) 248.7p
Qutstanding at end of year 110,562,961 1009p 119151406 99.4p
Exercisable at end of year 11,945 186.8p 7.211,376 212.5p

For SAYE share oplicns excrcised during the perned, the weighted average share price at the date of exercisc was 206.3p (last year 152 4p)
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The fair values of the oplions grantod during the year have been calculated using the Black-Scholes moedel assuming the inputs
shown below:

2022 2021

3-year plan
3-year plan 3F-year plan 2020 modified’
Crant date Dec 21 Dec 20 Dec 20
Share price at grant datce 235p 103p 103p
Exercise price 189p 82p 151p
Option life 1in years 3 years 3 yoars 3 years
Risk free rate 0.5% 0.0% 00%
Expected volatility 49.3% 45.6% 45.6%
Expected dividend vield 0.0% Q0% 00%
Fair value of option 81p 34p 19p
Incremental fair value of option nfa n/a 15p

T dnthe o or yeer there was amodificaton to e 702 scheme relating Lo empluyees cance ing awards from previo s year= i substizut or for awarss granted under “he 202 scheme
The Fervilee of the modifies awards has been amorbised based o e incrementa.farva e Tz ncremental farva ue s the ditterence betwee toe fan value of the 2021 opt 27

bem g x4p andthe ra - vo uc o repficed prov ous award: Cilculatea using 2020 award ass. mptions, keeping the itiat exercse price constent The fairvalaz of the — soified

apt cns ceing 16p for 2021 modr &4 optitns was recogmses r apersting los:
Volatility has been estimated by taking the historical volatilily in the Company’s sharc price over a three-year period

The resulting fair value is expenscd over the service period of Lhree years on the assumplion that 10% {last year: 10%) of options
will lapse over the service period as employees leave the Group.

Cutstanding options granted under the UK Ermployee SAYE Schemce are as foliows

Nurnier of options We ghted average remaining contractual Ufe (years)

Opt ons granted! 2022 2021 2022 202! Option price
January 2017 - G202 - - 250p g
January 2018 5,441 4,112,855 (0.8) 03 251p z
January 2019 2,399,413 3,405,862 0.2 13 238p E
February 2020 8,006,941 12331583 13 23 151p “
February 2021 89,284,282 99,291,804 2.3 33 820 E
February 2022 10,866,884 - 33 - 189 b
110,562,961 119151406 23 3.1 191p @

1 For the purpose of the above table the apt-an granted date s the contract start date
B. Performance Share Plan - £6.7m

The Performance Share Plan (*PSP7) is the primary long-term incentive plan for approximately 160 of the most senior managers
within the Croup. IL was Tirst approved by shareholders at the 2005 AGM and again at the 2020 ACM Under the plan, annual awards,
based on a percentage of salary, may be offered. The extent to which an award vests 1s measured over a three-year period against
financial targets, which for 2021/22 included earnings per share ("EPST), return on capital employed (ROCE"), tolal shareholder return
("TSR") and strategic measures. The value of any dividends earned on the vested shares duning the three years may also be paid on
vesting. Awards under Lhis plan have been made in each year since 2005. More information s available in relation to this plan within
the Remuneration Report.

During the year, 19,374,217 shares (last year 19,777.921) were awarded under the plan. Fhe weighted average fair value of the shares
awarded was 155 1p (last year: 101.4p). As at 2 April 2022, 44,534,437 shares (last year: 33,878,325} were outstanding under the plan.

C. Deferred Share Bonus Plan® - £8.8m

The Deferred Share Bonus Plan (*DSBP™) was first introduced in 2005/06 as part of the Annual Bonus Scheme and was approved Dy
sharcholders at the 2020 ACM £ may be operated for approximately 5000 employces within the Croup As part of the plan, the
employees are required to defer a proportion of any bonus paid into shares which will be held for three years. There are no further
perfarmance conditions on these sharos, other than continued employment within the Group, and the value of any dividends earned
on the vested shares during the deferred period may also be paid on vesting. More informaticon is available in relation Lo this plan
within the Remuneration Report.

During the year no shares (last year: no shares) have been awarded under the plan in relation to the annual bonus. As at 2 April 2022,
190,596 shares (last year 422 672) were outstanding under the plan
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D. Restricted Share Plan’ - £8.2m

The Restricted Share Plan ("RSP7) was cstablishod in 2000 as part of the reward strategy for retention and recruitment of seruor managers
who are vital to the success of the business, and was approved by shareholders al the 2020 AGM. The plan operatos for {he senior
management team Awards vest at the end of the restricted period (typically between one and three years) subject to the participant
still being in employment of the Company on Lhe relevant vesting date. The value of any dividends carned on the vested shares during
the restricted period may also be paid on vesting More information is available in relation to this plan within the Remuneration Report.

During the year, 2,441,809 shares (last year: 11,996,948) have been awarded under the plan The weighted average fair value of the shares
awarded was 158.7p (last year: 124.3p) As at 2 April 2022, 10,368,217 sharcs {last year: 10,722919) were outsianding under the plan.

E. Republic of Ireland Save As You Earn scheme - £0.2m

Sharesave, the Company's Save As You Earn scheme, was introduced in 2009 to all employees in the Republic of Iretand for a 10-year
pericd, after approval by shareholders at the 2009 ACGM and again at the 2018 AGM. The scheme is subject to Irish Revenue rutes and
allows participants to save up to a maximum of €500 (last year: €500) each morth The price at which options may be offered is 80%
of the average mid-market price for three consecutive dealing days preceding the offer date. The opttons may normally be exercised
during the six-rnonth period after the completion of the SAYE contract

During the year, no oplions were granted {last year. 1,409,129 were granted at a fair value of 33 7p) As at 2 Aprit 2022, 1,195,159 options i
(last year. 1,846,589) were outstanding under the scheme.

F. Marks and Spencer Employee Benefit Trust

The Marks and Spencer Employece Benefit Trust (the "Trust™) holds 264,779 {last year 527.118) shares with a book value of £0m {last yoar
£0.0rmy) ang a markel value of £0.4m {last year. £0.8m) Thesc shares were acquired by the Trust through a combination of markel purchases
and new issucs and are shown as a reduction in retaincd carnings in the consolidaled statement of financial position, Awards are
granted to employees at the discretion of Marks and Spencer ple and the Trust agrees to satisfy the awards in accordance with the
wishies of Marks and Spencer plc under the senior executive share plans described above. Dividends are waived on alt of these shares

G. ShareBuy

SharcBuy, the Company’s Share Incentive Plan, enables the participants Lo buy shares directly from their gross salary. This scheme
does not attract an IFRS 2 charge.

s Al Bwards potn s his yoear and Last year were cor
nneet s the e nse fadie ol aliee g - poee

it onal sharcs "o the purooses of calculatng the number of snares awarded the snare ors e used 15 1e average of T8 rig-market
sl b ssograet dado
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Cornputer
Camputer  software under
Condwnl Branas software dovelogment Totai
fn £rn Em £m £m
At 28 March 2020
Cost 1364 112.3 1,495 597 1,8035
Accurmulated amorusation and impairmeqts (72.4) {1 12_3”)__ (1,187.6) (32 1) {1,404 4)
Net bock value 640 - 3075 276 3991
Year ended 3 April 2021
Opening nct book value 640 - 3075 276 3991
Additions - b3 01 414 478
Transfers and reciassifications - - 447 (44.2) 05
Assel Impairments! (39.6) - (400} - (79 6)
Asset write-offs - - (3.2} - (32)
Amortisation charge - (0.2) (1314} - (131.6)
Exchange difference 07n - (0.3) - (1.0)
Closing net book value 237 6.1 1774 248 2320
At 3 April 2021
Cost 1357 1186 15396 56.9 1,850.8
Accumulated amorlisation, impairments and write-offs (1120) {(1125) (1362.2) (321} (1,6188)
Net book value 237 61 177.4 248 2320
Year ended 2 April 2022
Opening net book value 23.7 6.1 177.4 248 2320
Additions 4.8 0.1 0.9 63.8 69.6
Transfers and reclassifications - - 296 (44.6) {15.0) 2
Assel write-offs - - {0.6) - (0.6) %
Amortisation charge - (0.6) (93.0) - (93.6) =
Exchange difference 0.1 - - - 0.1 3
Closing net book value 28.6 5.6 114.3 44.0 192.5 g
At 2 April 2022 z
Cost 1406 118.7 1,570.1 76.1 1,905.5 b
Accurmulated amortisation, impairment s and write-offs ‘ (112.0) {(113.1) {1,455.8) (32.1) (1,713.0}
Net book value 28.6 5.6 114.3 44,0 1925
Goodwll related to the following assets and groups of cash generating units (CGUs}:
Total
per una India Sports Edit Other goodwill
£m £m £m £m £m
Net book vatue at 3 April 2021 16.5 6.5 - 0.7 23.7
Additions? - - 4.8 - A8
Exchange difference - 0.1 - - 0.1
Net book value at 2 April 2022 16.5 6.6 a8 Q.7 28.6

1+ as year asset impa rments of £796m made up of £396m charge recorded against per una goodwill, £40 Orm nrelation Lo resiaced, retirea or decomemissianed as part of MS?

2 nFebruary 2022 the Graup acquireda /7 /% of theissucd snare cap tal of The Sport s Fdir | m tea, s non-Lsted company based in England and Wales The Sports Zd U amiea s a
brand p.arformospecializng in activewear and was acguired far an mita, parcnase price of 4 5m Coodwal of £4 8m was recogrused onacquis bon of Lhe business, with the
acauisit on representing ¢ strategic investiment oppartunity
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Goodwill impairment testing

Goodwillis not amortised but 1s tested annually for impairment with the recoverable amount being determined from value in
use calculations.

The goodwill balance relates Lo the goodwill recognised on the acquisition of per una £165m {last year £16.5m), India £6.6m (last year-
£6.5m), Sports Edit £4.8m (last year: £nit) and other £0.7m (last year: £0 7m)

Goodwillfor India is monitored by management at a country level, including the combined retal and wholcsale businesses, 2nd fas
been tested for impairment on that basis.

The per una brand was a definite life intangible asset amortised on a straight-ine basis over a period of 15 yaars. The brand intangible
was acquired for a cost of £800m and has been fully amortised Itis held al 2 net book value of £nil (last year: £ril). The per una
goodwill of £16.5m s tested for annually for impairment.

The cash flows used for impairment tosting are based on the Group's Latest budgel and forecast cash flows, covering a throc-year period,

which have regard Lo historicat performance and knowledge of the current market, together with the Group's views on the futura

achievable growth and the impact of cormmitted cash flows The cash flows include ongoing capital expenditure required Lo maintain

the store network, but. exclude any growth capitalinitiatives nol committed, :

Cash flows beyond this three-year penod are extrapolated using a long-lerm growth rate based on the Group's current view of achiovable
long-term growth The Group's current view of achievable long-term growth for per unais 1.6% (last year: 0.5%), which s a reduction
from the overall Group long-lerm growth rate of 20% (last year: 175%). The Croup's current view of achicvable long-Lerm growth for
Indlia 1s 5.5% (lasl year: 5.9%)

Management estimates discount rates that reflect the current market assessment of the time value of money and the nsks specific
Lo each asset or CGU The pre-tax discount rates are derived from the Group's post-lax weighled average cost of capital {"WACC?)
which has been calculated using the capital assct pricing model, the inputs of which include a country risk-free rate, equity risk
prermium, Group size premiurn and a risk adiustmoent (beta). The post-lax WACC 15 subseguently grossed up to a pre-lax rate and
was 10.8% for per una (last year 11.0%) and 11.3% for India (last year. 12.9%).

Management has performed sensitivity analysis on the key assumptions in the impairment model using reasenably possible changes
In these key assumptions, beth individually and in combination. Managerment has considered reasonably possible changes in key
assumptions that would cause the carrying amounts of goodwill or brands to exceed the valuc in use for cach asset.

For both per una and India respectively, there are no reasonably possible changes in key assumptions that would lead to an impairment
and the assurnplions do not give nse to a key source of estirmation uncertainty.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

15 PROPERTY, PLANT AND EQUIPMENT

The Croup's property, plant and eqguipment of £4,902.3m {last year: £5,058.6m) consists of owned assels of £3,486.5m (last year: £3,562.6rn)
and righl-of-usc assets of £1,415.8m (last year: £1,496.0m).

Property, plant and equipment - owned

[ xrures, Assetsan the

L ana and fiztings and course of

bullaings cauoment, CONSrucTIon Total

fin fm fm frn

At 28 March 2020
Cost 28875 54571 1380 54826
Accumulated depreciation, impairments and write-offs (7201) (3,880 6) {180} (46187}
Net book value 2l0l4 15765 1200 38620
Year ended 3 April 2021
Opening net book valueg 21674 15765 1200 38638
Additions 38 18,6 92.1 1145
Transfers and reclassifications 7.2 1570 {162.6) 15
Impairment reversals 369 362 - 73.1
Impairment charge (73.2) (48.7) - (1219)
Asset write-offs (29.8) (17.4) (0.1} (47 3)
Depreciation charge (83.3) (228.5) - (3118)
Exchange difference (6.6) (2.8) on (9.5)
Closing net book value 20224 14909 4873 3,5626
At 3 April 2021
Cost 2,809.9 54502 675 832706
Accumulated depreciation, impairments and write-offs (7875) (3,959.3) 182) (4,765.0)
Net book value 20224 14909 493 356206 g
Year ended 2 Aprit 2022 ?
Opening net book value 2,0224 1,490.9 493 3,5626 >
Additions 0.9 17.7 2380 256.6 4
Transfers and reclassifications 3.0 1758 (164.3) 145 g
Disposals (15.9) (1.9) - (17.8) %
Impairment reversals 345 276 - 62.1 «
Impairment charge {57.6) {31.4) - (89.0)
Asset write-offs 0.9 {(11.4) - {10.5)
Depreciation charge (34.2) {256.1) - {290.3)
Exchange difference (1.7) - - (1.7)
Closing net book value 1,952.3 1,411.2 123.0 3,4865
At 2 April 2022
Cost 2,764.8 5,275.7 141.2 8,181.7
Accumulated depreciation, impairmenls and write-offs {812.5) (3,864.5) {18.2) {4,695.2)
Net book value 1,852.3 1,411.2 123.0 3,4865

Asset write-offs in the year include assets with gross book value of £383.3m (lasl year £67.4m) and £nil (last year: £nil) net book value
that are no longer in use and have therefore been retired.
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15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Right-of-use assets

Sct out below are the carrying amounts of right-of-use assets recognised and the movernents during the perod:

Right-of-use assets

Sty

Land ana FIthngs and

ouLdings eauipment Total

£ £y m

As at 28 March 2020 1,671.1 592 16303
Additions 372 131 50.2
_Tfansfers and reclassifications 0.3 - 03
Disposals (5.5) 0.2 (53)
Impairment reversals 369 - 369
Impairment charge (527) - {(52.7)
Depreciation charge (1320) (21 1) 1153 1)
Exchange difference ) ) (106) (ON) {10.7)
As at 3 Aprit 2021 1,4447 513 1,496.0
Additions 727 17.9 90.6
Transfers and reclassifications 0.5 - 0.5
Disposals (7.7) (0.2) {7.9)
Impairmaont reversals 28.9 - 28.9
lmparment charge o e o (25.4) - (25.4)
Depreciation charde e S {146.2) (21.6) (167.8)
@ange difforence B ) 0.9 - 0.9
As at 2 April 2022 1,3684 47.4 1,415.8

Impairment of property, plant and equipment and right-of-use assets

For irnpairment testing purposes, the Croup has detormined that each stares a separate COU, with the exception of Quttets stores,
which are considered together as one CGU Click & collect sales are included in the cash flows of the relevant CCU

Fach CCU is tested for impairment at the balance sheet date If any indicators of impairment and impairment roversals have been
identified. Stores identified within the Group's UK store estatle programme are automatically tested for impairment (see note 5).

The value in use of each CCGU is calculated based on the Croup’s latest budget and forecast cash flows, covering a three-year perod,
which have regard Lo historic performance and knowledge of the current market, together with the Group's views on the future
achicvabie growth and the impact of committed initiatives. The cash flows include ongeing capital expenditure required to maintam

the store network, but exclude any growth capitalinitiatives not committed. Cash flows beyond this three-year period are

extrapolated using a long-term growth rale based on management's future expectations, with reference to forecast GDP growth
These growth rates do not oxceed the long-terrm growth rate for the Croup’s retail businesses in the relevant territory. If the CCU
relates 1o a store which the Croup has identified as part of the UK store estate programrme, the vatue in use calculaied has beon
maodified by estimation of the fulure cash flows up to the point where it 1s estimated that trade will cease and then ostimation of the
timing and amount of costs associated with closure as detailed fully i note 5.

The key assumptions in the value in use calculations are the growth rates of sales and gross profit margins, changes i Lthe operating
cost base, long-term growih rates and the nsk-adjusted pro-tax discount rate The pre-lax discount rates are derived from the Group's
weighted average cost of capital, which has been calculated using the capital assct pricing maodel, the inputs of which include a
country risk-free rate, equity nsk prerniurm, Group size prermium and a nsk adjusiment (peta) The pre-tax discount rates rango from
9.8% to 15 8% (last year 8 9% to 14.0%) If the CCU relates to a store which the Group has identified as part of the UK store estate
programme, Lthe additional key assuroptions in the value in use calculations are costs assocated with closure, the disposal procecds

fram store exits and the timing of the store exits
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15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Impairments - UK stores excluding the UK store estate programme

During the year, the Croup has recognised an impairment charge of £6.8m and impairment reversals of £63 4m as a result of UK store
impairment testing unrclaled to the UK store estate programmoe (lasl year: impairment charge of £66.4m and impairment reversals
of £64 5m). Impairment charges of £2.9m and impairment reversats of £63.4m have been recognised within adjusting items (see note 5)
The remaining £4.0rm impairment charge has been recogrised in operaling profil before adjusting items as it relates to stores not
previously impaired. The impaired stores were impatred to Lheir value in use’ recoverable amount of £37.1m, which is their carrying
value at year end. The stores wilth imparment reversals woere written back Lo their ‘value in use’ recoverable amount of £302.3m.

For UK stores, when considering bolh impairment charges and reversals, cash flows beyond the three-year period are extrapolated
using the Group's current view of achievabte long-term growth of 2.0%, adjusted to 0% where management believes the current
Lrading performance and future expectations of the store do not support the growth rate of 2.0%. The rate used Lo discount the
forecast cash flows tor UK stores 1s 9 8% (last year B9%)

As disctosed in Lhe accounting policies (note 1), the cash flows used within the impairment model are based on assurmptions which
are sources of cstimation uncertainty and small movements in these assumptions could lead to further impairments. Management
has parformed sensitivity analysis on the key assumptions in the impairmoent medcel using reascnably possible changes in thase kay
assumptions across the UK store portfolio.

Areduction in sales of 5% from the three-year plan in year 3 would result in anincreasc in the impairment charge of £22.8m and

a 25 basis point reduction in gross profit margin from year 3 onwards would increase the impairment charge by £2.5m. In comibsination,
a 1% fall in sales and a 10 basis point Tall in gross profit margin would increase the impairment charge by £4.7m A 50 basis point
increase in the discount rate would mcrease the impairment charge by £6.0m. Reducing the long-term growth rate to 0% across all
stores, would not result in a significant increase Lo the impairment charge, either individually or in combination.

Areduction in sales of 5% from Lhe Lthree-year plan in year 3 would result in a reduction in the reversal of £17.2m and a 25 basis point
reduction in gross profit margin from year 3 onwards would result in a reduction in the reversal of £1.1m. In combination, a 5% fall in
sales and & 25 basis point fall in gross profit margin would reduce the reversal by £19.0m. A 50 basis point increase in the discount rate
would reduce the reversal by £3.3m Reducing the long-term growth rate to 0% across all stores, would not result in a sigrificant
decrease to the reversal, either individually or in combination.

Impairments - UK store estate programme

During the year, the Croup has recognised an impairment charge of £1075m and impairment reversals of £276m relating to the
on-going UK store estate programme (last. year: impairment charge of £1079m and impairment reversals of £36.7m) These stores
were impaired to their 'value in use recoverable amount of £376.7m, which is their carrying value al year end. The impairment charge
relates to the store closure programme and has been recognised within adjusting items {sce note 5) Impairment reversals predominantly
reflect improved trading expectations compared Lo those assumed at the end of the prior year.

Where the planned closure date for a store is outside the three-year plan period, no growth rate 1s applied. The rale used to discount
the forecast cash flows for UK stores is 9 8% (last year: 89%).
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As disclosed in the accounting policies (note 1}, the cash flows used within the impairment models for the UK siore estale programme
are based on assumptions which are sources of estimation uncertainty, and small movements in these assumptions could lead (o
further impairments. Management has performed sensitivity analysis on the key assumptions in the impairment model using
reasonably possible changes in these key assumptions across the UK store estate programme.

A delay of 12 months in the probable date of each store exit would result in a decrease in the impairment charge by £37.8m. A 5%
reduction in planned sales in years 2 and 3 (where relevant) would result in an increase in the impairment charge by £14 2m. Neither
a 50 basis point increase in the discount rate, a 25 basis point reduction in management gress margin during the period cf trading,
nor a 2% mcrease in the costs assocated with exiting a store would result in a significant increase Lo the impairment charge,
individually or in combination with the olher reasonably possible scenarios considerod.

Impairments - International stores
Durning the prior year, the Group recognised an impairment reversal of £8.8m in Ireland as a result of store impairment testing.
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16 OTHER FINANCIAL ASSETS

2022 2027
£m £n
Non-current
Other investrnents'’ 4.5 -
Unlisted cquity investmaonts« - 9.7
Current o _ _ _ i
6~thgr_ri;veslr:n~emts ) o ) 17.6 184

UoIncluddes 3 0m {Lasl year £ng of venture cap ralinvestments managed by True Copatal | smitedd
2 Trhe Croup has recogmised a loss on aisposal of its unbisted eowty nvestrient of £ 3 7mi{last year fil) norher comprenensive neome
3 oInc'udes £2 8 {last year £97m) of money mAarke: deoos.ts hed by Marks ana Spences pu a1 an escrom Seount

The Group irrcvocably designated unlisted equity investmaents at fair value through other comprehensive incorne. Other financial
assets are measured at fair value with changes in their value taken to the income stalement

17 TRADE AND OTHER RECEIVABLES

2022 202
£m +rm
Non-—current
Trade receivables 0.1 ar
Lease receivables - net 74.7 628
Other receivables 33 2.1
ﬂepaymonts o ‘ S 1925 /ﬂni
' 270.6 2614
Current e
Trade recenables , e 1030 1098
Less! provision for impairment of roceivables _7 - B {4.8) _(37)
Trade recaivables - not T 98.2 1061
Lease receivables - net 08 -
Other receivables 27.2 305
Prepayments

Accrued income

The direciors consider that the carrying amount of trade and other receivables spproximates their Tair value The Group's assessment
of any expected credit losses is included in note 21B. Included in accrued income is £7.7m (Last year: £5.7my) of accrued supplier income
relating to rebales that have been carned but not yet invoiced. An amaunt of supplier income that has been invoiced but not. yet
settled against future trade creditor balances ¢ included within trade creditors, where there is a right to offsct.

The Croup entered into finance leasing arrangements as a lessor for surplus office space in the Merchant Square bulding in Lendon,
which is sublet for the remamning duration of the lcase

The maturity analysis of the Group's lease receivables is as follows:

2022 2021
£m £m
Timing of cash flows
WIHIN ONC VBT e e 48 a8
Betweenoneand woyesrs e a7 a8
Between two and threo years T o a.7 4.7
Rotweon three and four years [ ] a7
Between four and five years 7.8 61
More than five years ] o _ 121.1 1789
Total undiscounted cash flows 149.2 i540
Effect of discounting ] ] - o - (73.7) (793)
Present value of lease payments receivable o 755 747
Less provision for impairrment of receivabtes ) - t__ - (119)
Net investment in the lease 75.5 —fvﬁ

Included within trade and other recavables is £11m {last year. £rul} which, due Lo non-recourse factorng arrangements in place, are held
within a "hold to collect and sell” business madet and are measurcd at FVOCI
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18 CASH AND CASH EQUIVALENTS

Cash and cash equivalents are £1,1979m (last year: £674.4m). The carrying amount of these assets approximates their fair value.

The effective interest rate on short-term bank deposits is 0.7% (last year: 0.1%). These deposits have an average rmaturity of 39 days
(last year: 5 days}

19 TRADE AND OTHER PAYABLES

2022 2020

im £
Current

Trade payzbles 7328 6248
Other payables 5235 466.7
Social sccurily and other taxes 58.1 46.8
Accruals 595.2 4075
Deferred income 50.3 532
1,960.9 1,5990

Non-current
Other payables 174.4 1792
Deferred income 138 ] 131
188.2 1923

Included within current other payables is £nil (last year: £33.6my) and non-current other payables is £172.6m (last year: £178.4m)
of contingent consideration relating to the investrment in Ocado Retail Limited. See note 21D for further details

A contract liability arises in respect of gift cards and voucher schemes as payment has been received for a performance obligation
which will be performed at a later point in time Included within trade and other payables are gift card/voucher scheme Lliabilities

2022 702

£m £m .

=z

z

Opening balance 1944 180.8 g
Issues 404.2 3632 o
Released Lo the income statemoent (412.8) (349.6) i’:
m

Closing balance 185.8 1944 z
=z

5

(%]

The Croup operates a number of supplier financing arrangements, under which suppliers can obtain accelerated settlement on
invoices from the finance provider. This is a form of reverse lactoring which has the objective of serving the Croup's suppliers by
giving them early access to funding The Croup settles these amounts in accordance with each supplier's agreed payment terms.

The Croup is not. parly to Lthese financing arrangements and the arrangements de not permit the Croup to oblain finance from

the provider by paying the provider later than the Croup would have paid its supplier. The Group does nol incur any interest towards
the provider on the amounts due to the suppliors. The Group therefore discloses the amounts factored by suppliers within trade
payables because the nature and function of the financial liability remmain the same as those of other trade payables.

The payments by the Group under these arrangements are included within operating cash flows because they continue to be part
of the normal operating cycle of the Croup and Lheir principal nature remains operating — ie. payments for the purchase of goods
and services

At 2 April 2022, £330.0m (last year: £272 6m) of tradce payables were amounts owed under these arrangements During the year
the maximum facility available at any one time under the arrangements was £404.1m {lasl year: £305 0m)
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20 BORROWINGS AND OTHER FINANCIAL LIABILITIES

2022 7021
£m E
Current
Bank loans and overdrafts - 47
Lease Liabilities 200.2 2194
6125% £400m Medium Term Notes 2021 - 1635
Interest accrued on Medium Term Notes ] ) 47.0 4572
' 2472 4328
Non-current
3.00% £300m Medium Term Noles 20237 299.1 2985
475% £A00m Mediurmn Term Notes 20284/ 409.4 A 27
375% £300m Mechum Term Notes 2026° 298.6 2983
325% £250 Medium Term Notes 2027 - 2483 2480
7.025% US$36G0m Mediurmn Term Notes 20374 o 1923 1922
Revaluation of Medium Torm Notes® 34.8 242
Lease liawilitics o - 2,0785 2,1865
3,561.0 30599
Total 3,808.2 40827

Jea Jnder Mar<s 2nd Spencer plc's £3on Furg Medm Terrs Note proarace=ie and o pay mterest annually
aly enlors Nio Meres! rate swaps 'o manaye nrerest rate cxposure At yoar ena, £ 04m (Last yvear 136 of [a rwalae ad ustment for lermimaled hedges tope

i Thoeso notes are 155

aftEnese 2onds s payabue :
4 o Mosd s ieren N LUte Brpiotare LR anpes b skarlT 20 we s hn-fed Trus I e R T Uy PIerest rate awep)

5 Revawation conzsis' s of fareign exchdnge wss onravaluation o the 77 25% US$300m Mediam Term Noies 2037 of £31 9 (las! year £74 2m)

Leases

The Group leases vanous stores, offices, warehousces and equipment with varying terms, escalalion clauscs and renewal rights

The Group has certain leascs wilh tease terms of 12 months or less and leases of assets with low values. The Group applies the “short-termn
lease” and “lease of low-valuo assets” recagnition exemptions for these eases.

Sel out below are the carrying amounts of lease labitities and the movements during the pericd.

Opening lease Liabilities

O e

Interest expense relating to tease liabililies 124.1 1338
Payments (344.3) (3167}
Cisposals (8.1) (78)
Exchange diferemce 85 (37
e 22787 24059
curent e 2002 2194
Non-current T 2,0785 2.1865

The rmaturity analysis of lease lLabilities is disclosed in note 21A

Future cash outflows related to the post break clause period included in the lease liability

The Group holds cortain teases that contain break clause options to provide aperational {lexibilty. In accordance with IFRS 15, the Croup
has calculated the Tull lease term, beyond break, to represent the reasonably cortain lease term (except for those stores identified as part
of the UK store estate prograrmme) within the total £2,278 7rm of lease lahilities held on the balance sheet

The fotlowing amounts were recogrsed in profit or loss.

2022 202

£m £

Expenses relating Lo short-term leases 59 456
Expenses relating Lo low-value assets 1.4 10
Expenses relating to vanable consideration 44 25

164  Marks and Spencer Greup plc



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

21 FINANCIAL INSTRUMENTS

Treasury policy

The Group operates a centrabised treasury function to manage the Group's funding requirernent s and financial risks in tine with the
Board-approved treasury policies and procedures, and their delegated authorities.

The Croup's financial instruments, other than dernvatives, comprise borrowings, cash and liguid resources and varicus items, such
as lrade receivables and trade payables that arise directly from its operations The main purpose of these financial instruments is
to finance the Croup's operations

The Group treasury function also enters into derivative transactlions, principally interest rate swaps, cross-currency swaps and forward
currency contracls. The purpese of these transactions is Lo manage the interest rate and foreign currency risks arising from the
Group's operalions and financing

It remains Lthe Croup's policy not Lo hold or 1ssue Tinancial instruments for trading purposes, excepl where financial constraints
necessitate the need to Liguidate any outstanding investrnents. The Lreasury function is managed as a cost centre and does not
engage in speculative trading.

Financial risk management

The principal financial risks faced by the Croup are liquidity and funding, counterparty, foreign currency and interest rate risks
The policies and strategies for ranaging these nsks are summarised on the following pages:

A. Liquidity & funding risk

The risk that the Group could be unable to settle or meet its obligations as they fall due:

— The Croup's funding strategy ensures a mix of funding scurces offering sufficient headroom, matunty and flexibility, and cost-
effectiveness to match the requircments of the Group.

— Marks and Spencer plc is financed by a combination of retained profits, bank borrowings, Mediurm Term Notes and cormmil ted
syndlicated bank facilities.

— Qperating subsidiaries are financed by a combination of relained profits, bank berrowings and intercompany loans.

During the year, the Croup terminated its commitled syndicaled bank reveolving credit facility and entered a new committed
syndicated bank revolving credit facility of £850.0m with a current maturity date of 13 June 2025, The new facility contains a financial
covenant, being the ratio of earnings before interest, tax, depreciation and amortisation; to net interest and depreciation on right-of-
use assels under IFRS 16. The covenant is measured seri-annually. The Group was not in breach of this covenant at the reporting date.

The new revolving credit facility includes four additional sustaimability metrics where the margin payable on the facility s adjsted Lo
reflect the Group’s performance against a number of ESC Largels maternal to the Group's Plan A objectives. The Croup was nol In
breach of these metrics at the reporting date.
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The Croup also has a number of uncommitted facilities available to it Al year end, these amounted to £25m (last year: £25m), all of
which are due Lo be reviewed within a year At the balance sheet date, a sterling equivalent of £nil (last year Enil) was drawn under the
committed facililics and £nil {tast year: £nil) was drawn under the uncommiticed facilities.

In addition to the existing borrowings, the Group has a Eure Medium Term Note programme of £3bn, of which £1 3bn (last year £1.4bn)
was inissuance as at Lhe balance sheet date. The initial rate of interest is fixed al the dale of 1ssue and the Notes are referred to as
fixed rate borrowings throughoul the Annual Report as the coupon does notl change with movements in benchmark interest rates
However, the rate of interest on certain Notes varies both up and down in response Lo third-party credit ratings (1o above/below
Baa3 or above/below BBB-) 1hal reflects the relative deterioration or improverment in the Croup's cost of credit, and the interest
payable on these Notes increases from the next interest payment date following a relevant credit rating downgrade. As the original
contractual terms of these Notes provide for changes in cash flows to be reset to reflect the relative deterioration or improvernent in
the Croup's cost of credit, the Group considers these Notes Lo be floating rate instruments when determining amortised cost under
IFRS 9 and conseguently the Group applied IFRS 2 paragraph B5 4.5, which requires no adjustment to the carrying amount of the
liabilitics or immediate impact on profit and loss. If the Croup had determined these Notes to be fixed rate instruments, Lthe Notes
would be remeasured to reflect the revised cash flows discountad at the original ef fective rate. This would result in initially a higher
interest expense to profit or loss, offset by lower interest charges subsequently, when compared to the Croup’s treatment.

As part of the Ocado Relail Limiled investment, Ocado Retail Limited entered into a £30m, Lhree-year revolving credit facility.
Along with Ocado Group Ple, the Group has provided a parent guarantec 1o cover 50% of the £30m revolving credit facilily provided
by BNPP to Ocado Retait Limited.
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The Lable below summarises the cantraciual maturity of the Croup’s non-derwvative financial lizbilities and denvatives, excluding trade
payables, other payables and accruals The carrying value of all trade payables, other payables (excluding contingent consideration
payable) and accruals of £1,853.3m (last year £1466.2rm) 1s equal to their contractual undiscounted cash flows (sce note 19) which are
due within one year. Contingent consideralion (sec the fair value hierarchy section within note 21) of £nil (last yoar £33.7m) is expected to
become payable within one year and £190.8m (last year: £190.8m) between two and five years.

AArTRersIp
aatabny o ire Torat
Marks & Speacer borrowings
Mank Loans and DLner Cash Casn Total
and Med um Lease Frnan:ial wlow on outflow on dervat.ve
awergrafis Teern Moges Unbibtes! (noe 12) aatrtes QRINET YRS ddorpiatyes’ hptiutes
£r0 £ £ im £m frm £ £m
Timing ofcashflows _ o I
Within one year {4.77 (244.8) {326.3) {1249) (700.7) 1,4929 (],5&6.8) [93_._9_)
Betweon one and two years - (74.8) (2891} {719) (4358) 162.7 {1644} (a7
Between two and five years - (898.8) (7546} - (1,6534) 46.5 (43.8) 27
Maore than five years - (987.7) (3.2932) - (4,2809) 4040 _@8_6) 35,47
Total undiscounted cash flows (4.7) (2,206.1) (4,663.2) (19638} {7,070.8) 2,106.1 (2,163.6) (57.5)
Effect of discounting - 5240 2,@1_ 33 278406
At 3 Aprit 2021 (47)  (1,682.1)  (2.4059) (1935) {4,286 2)
Timing of cash flows ) ]
Within one year - {75.5) {313.2) {71.9) {460.6} 330.2 (333.6) (3.4)
Botween one and two years - {375.5) (279.3} (73.0) (727.8) 309 {(31.1) (0.2)
Between two and five years - (864.3) {786.0) (544} (1,704.7) - - -
Morc than five years - (668.4)  (3,082.1) - (3,7505) - - -
Total undiscounted cash flows -~ (1,983.7) (4,460.6) (1993} (6,643.6) 361.1 (364.7) (3.6)
Effect of discounting - 454.2 2,181.9 7.0 2,643.1
At 2 April 2022 = {1,529.5) (2,278.7) {192.3) (4,000.5)
I Total unascounted ease nayment - af £ 766 2 relating Lo the penod post Break fuause ane the carl est contractual wease ext pont, are no.uaea a lecse Labiblios These undiscoarncod
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B. Counterparty risk

Counterparty nsk exists where the Group can suffer finanaal lass through the default or non-performance of the counterpartics
with whom it transacts

Exposures are managed in accordance with the Group treasury policy which limits the value that can be placed with cach approved
counterparty to minimise the risk of toss. The minirmum long-term rating for all counterparties is long-term Standard & Poor's (S&P)/
Moody's A-/A3 (BBB+/Baal for committed londing banks). in the evenl of a raling by one agoncy beng dif ferent from the other,
reference will be made to fitch to determine the casting vote of the rating group. in the absence of a Fitch rating, the lower agency
rating will prevail Limits are roviewed regularly by semor management. The credit risk of these financial instruments is estimated

as the fair value of the assets resulling from the contracts.

The table below analyses the Group's short-term investments and derivative assets by credit exposure excluding bank balances,
store cash and cash in ransit

Treu o abng of tostrenanty
}_‘&A Al Adh AA- - A A= 357+ Tota
£on £ i £ Fad! £ £m rm £
Otherinvestments - - 544 1874 25073 4951
Derivative assets- -~ - - 61 258 Q7 w;) 25 ﬁl?flv
At 3 April 2021 - - - 805 2082 2510 5282
AAA Al AA AA- As A A BBE+ Total
£m £m £m £m £m £m Em £m £m
Other investments’ - - - 1585 288.6 462.0 85.0 - 998.1
Denvative assets - - - - 319 244 8.7 - 65.0
At 2 April 2022 = - - 1585 3205 486.4 977 - 1,063.1
TN LR PRt O Y e gt IDENCRT L 2N et L Enent e TonodE e uranie
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The Group has a very low relail credit risk due to transactions principally being of high volume, low value and short maturity.

The maximurm exposure to credit risk al the balance sheet date was as follows trade receivables £103.1m (last year: £106 2m), lease
receivables £75.5m {last year: £62 8m), othor receivables £305m (last year: £32.6m), cash and cash eguivalents £1,197.9m (last year:
£674 4rm) and derivatives £65.0m (last year. E33.1m),

Impairment of financial assets

The credit risk managerment practices of the Group include internal review and reporting of the ageing of trade and other receivables
by days past duc by a centralised accounts receivable function, and grouped by respective contraclual revenue stream, along
with laison with the debtors by the credit control function.

The Croup applies the IFRS 9 simplified approach in measuring expected credit losses which use a Ufelime expected credit toss
allowance lor all brade recavables and lease recerqables,

To measure expected credit losses, trade reccivables have been grouped by shared credil risk characternistics along the lines of
differing revenue streams such as international franchise, food, UK franchise, corporate and sundry, as well as by geographical
location and days past due. In addition Lo the expecled credit losses calculated using a provision rmatrix, the Group may provide
additional provision for the receivables of parlicular customers if the deterioration of financial position was observed The Group's
trade receivables are of very low credit risk duc to transactions being principally of high volume, low value and short maturity
Therefore, it also has very low concentration risk.

The expected loss rates are determined based on the average write-offs as a proportion of average debt over a period of 36 months
prior to the reporting date. The historical loss rates are adjusted for current and forward-looking information where significant.

The Group considers CDP growth, unemployment, sales growth and bankruptcy rates of the countries in which goods are sold to
be the most relovant factors and, where the impact of these is signilicant, adjusts the historical loss rates based on expected changos
inthese factlors,

Historical experience has indicated thal debts aged 180 days or over are generally not recoverable, The Group has incorporated this

into the expected loss moedel through a uniform toss rate for ageing buckets below 180 days, dependent on the revenue stream and
country and providing for 100% of debl aged over 180 days past due. Where the Croup specifically helds insurance or holds the legal
right of offset with debtors which are also creditors, the loss provision is applied only to the extent of the uninsured or net exposure.

Trade receivables are written of { when there is no reasonable expectation of recovery. Indicators Lhal there may be no reasonable E
expectation of recovery include the failure of the dektor to engage in a payment plan, and failure to make contractual payments z
within 180 days past due B
Impairment losses on trade receivables are presented as net impairment losses within operating profil, and subscquent recoveries E
are credited to the same line itern. r§
Upte 181 days ju
30 gays 31-60 daysy £1-80 Jdays 9i-180 days or more b
Current past due past due past due aast due past due Tota!
As at 3 April 2021 £m £rri [l im £m im fm
GCross carrying amowunt —
trade receivables 950 99 20 0.8 08 1.3 109.3
Expected loss rate 1.45% 5.43% 12.88% 15.78% 17.00% 100.0% 340%
Lifetime expected credit loss 1.4 05 03 01 01 1.3 37
Net carrying amount 936 94 1.7 0.7 Q.7 - 106.1
Up to 181 days
30 days 31-60 days 61-90 days 91-1B0 days or mare
Current past due past due past due past due past due Total
As at 2 April 2022 £m £m Em £m £m £m £m
Cross carrying amount -
trade receivables 76.7 15.8 - 1.9 7.5 1.1 103.0
Expected loss rate 287% 4.93% 0.0% 5.72% 7.76% 100,026 4.63%
Lifetime expected credit loss 2.2 0.8 - 0.1 0.6 1.1 48
Net carrying amount 745 15.0 - 1.8 6.9 - 98,2
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The clesing loss allowances for trade reccivables reconcites to the opening loss altowances as follows

2022 20/
Traae recevables expected Oss provision £m £
Opening loss allowance 3.7 4.0
Increase/(decrease) in loss allowance recognised in profit and loss during the year o 1.5 (03}
Receivablos written off during Lhe year as uncollectable ) o 7 {0.4) -
Closing loss allowance 48 37
The closing loss allowancos for tease receivables reconciles Lo the opening loss allowances as follows

2022 2021
Lease recevaples expected loss provis on £m M
Opening loss allowance 11.9 a7
(Decrease)/increase in loss allowance recognised in profit and loss during the year (11.9) 72
Receivables written off during the year as uncollectable - -
Closing toss altowance - 118
I Relo ot wcnpbrel 0f prowaosty closed e os e crtod g thb st o preagp e o cle e g s o d alleand oy e e e ey 2 LY

The provision for other receivables 1s highly immatenal {it can be quantified) and therefore no disclosurc is provided

C. Foreign currency risk

Transactional foreign currency exposure arises primarily from the import of goods sourced from overseas suppliers and also from the
export of goods from the UK 1o gverseas subsidiaries The most significant exposure is to the US dollar, incurred in the sourcing of
Clothing & Home products from Asia

Group Troasury hedges Lhese exposures principally using forward foreign exchange contracts progressively based on dynamic
forecasts from the business Hedging begins around 14 months ahead of the start of the season, with betwoen 80% and 100% of the
risk hedged eight months before the start of the scason. In accordance with the Group's treasury policy, hedges are entered into by
business line and by season

Other exposures arising from the export of goods Lo overseas subsidiaries are also hedged progressively over the course of the year
before they are incurred As at the balance shect date, the gross notionat value m sterting terms of forward formign exchange sell or
buy contracts amounted to £1,865.7m (last year: £1,/76.6m) with a weighted average malurity date of six months (last year six months)

Gains and losses in equity on forward foreign exchange contracts designated in cash flow hedge relationships as at 2 April 2022 will be
reclassified to Lhe incorne statement at various dales over {he following 15 months (last year. 16 months) from the balance sheet date

The forcign exchange forwards are designated as cash flow hedges of highly probable forecast transactions. Both spot and forward
points are designated in the hedge relationship; under IFRS 9 the currency basis spread may be excluded from the hedge relationship
and recogrused in olher comprehensive income - cost of hedaging reserve. The change in the farr value of the hedging instrument, to
the degrec effective, 1s deferred in equity and subsequently either reclassified to profit or loss or removed from equity and included
in the initial cost of Inventory as part of the “basis adjustment” This will be realised in {he income statement once the hedged item 1s
sold. The Croup has considered and clected not to recognise the currency basis spread element in the cost of hedging reserve, owing
Lo the relatively short-dated nature of the bedging instruments.

The Group regularly reviews the foreign exchange hedging portfolio Lo confirmn whother the underbying transactions remain highty
probable. Any identified instance of over-hedging or ineffectiveness would resull in mmediate recyching to the ncome statement
A change in the timing of a forecast iterm does not disqualify a hedge relationship nor the assertion of “highly probabie” as thero
remains an economic relationship between the underlying transaction and the dervative

The foreign exchange forwards are recognised at far value The Croup has considered and clecled not to apply credit/debit valuation
adjustments, owing to thair relatively short-dated nature The risks at. the reporting date are representative of the financial year.

The Group also holds a number of cross-currency swaps Lo designate its fixed rate US dollar debt to fixed rate sterling debt. These
are reported as cash flow hedges The change in the fair value of the hedging instrumoent, to the degree of fective, 1s retained in other
comprehensive income, segregated by cost and effect of hedging. Under IFRS @ the currency basis on the cross-currency swaps (s
excluded from the hedge designation and recognised in other comprehensive income - cost of hedging reserve. Effecliveness is
measured using the hypothetical derivative approach. The contractual terms of the cross-currency swaps nclude break clauses every
five years which allow for the intercst rates to be reset (last reset Decernber 2017) The hypothetical dervative is based on the oniginal
critical torms and so neffectiveness may resull,
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The cross-currency swaps are recognised at fair value. The inclusion of credit risk on cross-currency swaps will cause ineffectiveness
of the hedge retationship. The Group has considered and elected to apply credit/debit valuation adjustments, owing to the swaps’
relative matenality and longer dated nature.

The Group also hedges foraign currency intercompany loans where Lhese exist. Forward forcign exchange contractsinrelation Lo the
hedging of the Group's foreign currency intercompany loans are classified as fair value through profit and loss. The corresponding fair
value movement of the intercompany loan balance resulted ina £0.3m gain (last year: £1.4m gain) in the income statement. As al the
balance sheet dale, the gross notional value of inlercompany loan hedges was £166.8m {last year £1720m).

After taking into account the hedging derivatives entered into by the Group, the currency and inlerest rate exposure of the CGroup's
financial babilities, excluding short-term payables and the liability to the Marks & Spencer UK Pension Scheme, is set out below:

2022 201

Fixed rate Floating rate Total Fixed rate Floating rate Total
£m £m £m £m m tm

Currency
Sterling 3,610.6 - 3,610.6 3,886.2 47 3,890.9
Eurc 104.3 - 104.3 958 - 958
Other 93.3 - 93.3 1060 - 106.0
3,808.2 - 3,808.2 40880 47 40927

The prior year floating rate sterling borrowings were cash balances classificd as overdrafts

As al Lhe balance sheet date and excluding lease liabilities, post-hedging Lhe GBP and USD fixed rate barrowings are at an average
rate of 51% (last year: 5.3%) and the weighted average time for which the rate is fixed is five years (last year: six years).

During the prior year, the Group closed out all interest rate swaps designated in hedge relationships

D. Interest rate risk
The Group is exposed to interest rate risk in relation to sterling, US dollar and eurc variable rate financial assets and liakilitics.

The Group's policy 1S to use derivative contracts where necessary Lo maintain a mix of fixed and floating rate borrowings to manage
this risk, The structure and maturity of these derivatives correspond to the underlying borrowings and are accounted for as far value
or cash flow hedges as appropriate

Al the balance sheet date, fixed rate borrowings amounted 1o £3,808.2m (last year: £4,088 Om) representing the public bond 1ssucs
and leasc labilitics, amounting to 100% {last year: 99%) of the Croup’s gross borrowings

The effective interest rates at the balance sheet date were as follows:

2022 2021

% %

Commitled and uncommitted borrowings N/A N/A
Medium Term Notes 5.1% 53%
Leases 5.4% 5 4%

The Group has closely monitored the market and the output from the various industry working groups managing the transition to new
benchmark interest rates. This includes announcements made by LIBOR regulators (including the Financial Conduct Authority ("FCA™)
regarding the transition away from GBP LIBOR to the Sterling Overnight Index Average Rate ("SONIAY. InMarch 2021, the FCA announced
that it will no longer seek to persuade, or compel, banks to submil LIBOR from 31 December 2621 {for USD LIBOR: 30 Junc 2023).

Last year, the Croup identified all contracts with reference to LIBOR and ensured that these were terminated or armended to specify
the date on which Lhe interest rate benchmark would be replaced, the allernative benchmark rate and the relevant spread adjustment.
Where applicable, fallback language was included to incorporate any fulure transitions to new benchmark interest rates.

The Group no longer holds any financial nstruments that reference LIBOR and 1s therefore not expesed to any liquidity, basis or
accounting risks arising from benchmark reform All necessary system and operational changes have been made to reference SONIA
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Derivative financial instruments

The below table illustrates the effects of hedge accounting on the consolidated staterment of fimancial position and consolidated
income statement through detailing separalely by risk category and each type of hedge the details of the associated hedging

instrument and hedged item.

3 Apnl 207

Mon-carrent

ex{Zhange exr_r\anzj\e Crass-carrgacy w exchange

(Fx) coniracts (FX) coniracts LWADS (FX) contracts

Frm £m frm Fin

Hedging risk strategy Cash flow FVTPL Cash flow Cash flow
. — I e hedges hedgcs hedges
Notional/currency legs e e 1,5869 3338 1935 190.7
Carrying amount asscts 321 0.7 - 0.3
Carrying amount {liabilities} (83.9) 112.1) (8.1) (2.6)
Maturity datc to Sep 2021 to Jan 2022 to Dec 2037 to May 2022
Hedgeratio 100% n/a 100% __100%
Description of hedged itermn Highly probable  Iniercompany USD fixed rate Highly probabile

fransactional  loans/deposits borrowing transactional

FX exposures FX exposures
Change in farr value of hedging instrument! (100.2) arn 191.7) (11.8)
Change in fair value of hedged item 1002 125 930 118
used to determine hedge effectivencss e
Waighted average hedge rate for the year CBP/USD 1.32, - CBP/USD 155  GBP/USD 1.28,

CBP/EURI.13 CBP/EURT.TZ
Amounts recognised within finance costs in profit and loss - 14 R =
Balance on cash flow hedge reserve at 3 Aprit 2021 406 e 254 22
Balance on cost of hedging reserve at 3 April 2021 - - (5.8)

- 2 April 2022
e e e

Forward foreign

Forward fareign

Forward foreign

exchange exchange Cross-currency exchange

{FX) contracts {FX) contracts swaps (FX) contracts

£m £m £m £m

Hedging risk strategy Cash flow FVTPL Cash flow Cash flow

hedges hedges hedges

Notional/currency legs 1,536.9 166.8 193.5 162.0

Carrying amount assets 43.0 0.6 18.5 29

Carrying amount (Uabilitics) (2.3) (0.9) - (0.4)

Maturily date to Sep 2022 to May 2022 to Dec 2037 to Apr 2023

Hedge ratio 100% n/a 100% 100%

Description of hedged item Highly probable intercompany USD fixed rate Highly probable

transactional FX loans/deposits borrowing transactional

exposures FX exposures

Change in fair value of hedging instrurment 60.1 11.1 26.7 4.8

Change in farr value of hedged item {60.1} (10.8) (25.4) (4.8)
used to determine hedge effoctivencss o

Woighted average hedge rate for the year GBP/USD 1.37, - GBP/USD 155 GBP/USD 1.34;

GBP/EUR 1.18 GCBP/EUR 1.17

Amounts recagnised within finance costs in profit and loss - 0.3 {0.1) -

Balance on cash flow hedge reserve at 2 Aprl 2022 (32.0) - 95 2.5

Batance on cost of hedging reserve al 2 April 2022 - - (5.0} -
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2 April 2022 3 Apnt 2021
Notionat value Fair value Notional value Farvalue
Assets Liabilities Assets Liabilities Assets - isbulities Assets Liamilities
Em £m £m £m fm £m i frm
Current
Forward foreign - cash flow hedgos 1,348.8 188.1 430 {2.3) 4490 1,1369 321 (83.9)
exchange contracts — _ pyTpL 37.2 129.6 a6 (0.9} 722 2616 07 (12.1)
1,386.0 317.7 43.6 (3.2) 521.2 1,3985 328 {960}
Non-current
Cross-currency swaps - tash flow hodges 193.5 - 185 - E 1935 - 8n
Forward foreign - cash flow hedges 1311 309 2.9 (0.4) 462 1445 03 (26)
exchange contracts
3246 309 21.4 (0.4) 462 3380 Cc2 (10.7)
The Group’'s hedging reserves disclosed in the consolidated statement of changes in equity, relate to the following hedging
instruments;
Cost of Total
hedaging cest of Hedge Herdge Hedge
resene Doferred hedging resernve X rescrve reserve glt Deterred  Total hedge
CCIRS! tax resenve dervatives CCIRS Kelolt-} tax reserve
£m fm £m £m fm £ £m im
Opening halance 29 March 2020 (7.1) 1.4 (57) (45.6) (40.1) 01 170 {68.6)
Add Change in fair value of hedging
instrument recognised in OCI - - - 122.2 920 - - 2142
Add: Costs of hadging deferred and
recognised in OCI b3 - 1.3 - - - - -
Less: Reclassified 10 the cost of inventory - - - (339 - - - (339} é
Less: Reclassificd from OCI to profit or loss - - - - (265} - - (26.5) z
Less: Deferred tax - (0.2} (0.2} - - - (30.4) {20.4) z
w
Closing balance 3 April 2021 (5 8} 1.2 (46} 427 254 Q.1 (13.4) 548 g
Opening balance 4 April 2021 (5.8) 1.2 (4.6) 42.7 254 0.1 {13.4) 54.8 z
Add: Change in fair value of hedging Z
instrument recognised in OCI - - - (65.7) (26.4) - - (92.1) .
Add Costs of hedging deferred and
recognised in OCI 0.8 - 0.8 - - - - -
l.ess: Reclassified to the cost of inventory - - - (6.5) - - - (6.5)
Less: Reclassified from OCI to profit or loss - - - - 10.5 - - 10.5
Less: Deferred tax - 0.2 0.2 - - - 15.7 15.7
Closing balance 2 April 2022 (5.0) 14 (3.6) (29.5) 2.5 0.1 2.3 (17.6)

1 Cross-currency nterestraie swaps
7 Other comprehens ve INcorme
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During the prior year, the Group closed out all interest rate swaps designating its CBP fixed debt to floating debt which were reported
as fair value hedges (sce note 20 for details of fair value adjustment). At 2 April 2022, the Group had a deferred fair value adjustment
of £10.5m (last year £13.6m) in borrowings relating to terminaled fair value hedages. The ineffective portion recognised in profit or loss
that arose from fair value hedges amounted to a nil gain or loss as the loss on the hedged items was £nil (last year: loss of £4.4m) and
the gain on the hadging instrurments was £nil {last year: gain of £4 4m)

2022 202
Movement in hedged items and hedging instruments £m frn
Net gainn far value of intoerest rate swap - A4
Net loss on hedged items - (44)

Ineffectiveness - _

The Croup holds a number of cross-currency interest rate swaps Lo designate its USD to GRP fixed debt. These are roported as cash
flow hedges. The ineffective portion racogmised in profit or loss that arises from the cash flow hedge amounts to a £1.2m gain {last year:
£1.3m gain} as the loss on the hodged items was £25 4m (last year, £83.0rm gain) and the movernent on the hedging instruments was
a £26.7m gain {last year £91 7m loss). A nil gain or loss (tast year: nil gain or loss) was recognised in profit or loss as previously realised
inef{ectiveness reversed oul

Movement in hedged items and hedging instruments znazri )cipnl.
Net gain/{loss) in fair value of cross-currency mterest rate swap 26.7 91N
Not (loss)ygain on hedged items (25.4) 930
Ineffectiveness 1.3 1.3

Sensitivity analysis

The table below illustrales the estimated impact on the incomae statement and equity as a result of market movements in foreign
exchange and intcrest rales inrelation to Lhe Group's financial instruments. The directors consider that a 2% +/- (lasl year' 2%) movement
in interest and a 20% +/- (last ycar. 20%) movermnent in sterling against the relevant currency represents a reasonably possible change.
Howover, this anatysis 1s for illustrative purposes only. The Group believes that these illustrative assumed movements continue to
provide sufficient guidance.

The table excludes linancial instruments that exposc the Group Lo intergst rate and forcign exchange risk where such a risk 1s fully
hedged with another financial nstrument Also excluded are trade receivables and payables as these are either sterling denominated
or the foreign exchange risk is hedged.

Interest rates

The impact in the Income statement due to changes ininterest rates reflects the effect on the Group's floating rate debt as at the
balance sheet date The impact in equity reflects the fair value movernent in relation to the Group's cross-currency swaps.
Fareign exchange

The impact from foreign exchange movements reflects the change in the fair value of the Croup’s transactional foreign exchange
cash flow hedges at the balance sheet date. The equity impact shown for foreign exchange sensitivily relates Lo derivatives. This value
1s expected to be materially offset by the re-translation of the related transactional exgosures.

2% 7% F0% 0%
dacrease N [alaas =1 all ig] W CAerIng N siE 1'}1*10’1\!‘1\3
nberpsat rates iterest fates srerung N erlng
frm oy f fm
At 3 April 2021
Impact on income statement {loss)/gain 87y g2 - -
Impact on other comprehensive income {loss)/gain (21) 47 199.4 (199 4)
At 2 April 2022
Impact on income statement (loss)/gain (19.2) 19.2 - -
Impact on other comprehensive income: (loss)/gain (4.2) 33 243.5 {243.5)
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Offsetting of financial assets and liabilities

The following tables set out the financial assets and financial liabilities which are subyject to offsetting, enforceable master netting
arrangements and similar agreements Armounts which are offset against financial assets and liabilities in the Croup's balance sheet
are set out below For trade and other receivables and trade and other payables, amounts nol offset in the balance sheet but which
could be offset under certain circumstances are also set out To reconcile the amount shown in the tables below Lo the statement
of financial position, items which are not subject to offsetting should be included.

Sross financial

Cross financial

Net Friancial
assots)

(Lo Lt os) per
statement of

Related
amounts not
offzel n the
sratement of

Assels/ (hap Lren)/ financial firancal
(hahiities) assets offset pasition POsI0n Net
£r £ frn tn I
At 3 April 2021
Trade and other receivables 165 (12.8) 37 3.7
Dervative financial assets 331 - 331 (249 82
49.6 {12.8) 368 (249) 119
Trade and other payables (257.4) 128 (244.6) - (2446}
Derivative financial liabilitics (106.7) - (1067} 249 (81.8}
(364.1) 128 (351.3) 249 (3264)
Net financial Related
assets/ amounts not
{liabilities} per offset in the
GCross financial Gross financial statement of statement of
assets/ (Uabilities)! financial financial
{Liabilities) assets offset position position Net
£m £m £m £m £m
At 2 April 2022 n
z
Trade and cther receivables 27.9 {25.0) 29 - 2.9 2
Derivative financial assels 65.0 - 65.0 (3.4) 61.6 2
92.9 (25.0) 67.9 (3.4) 645 9
5
z
Trade and other payables (284.8) 25.0 (259.8) - {259.8) m
Dernvative financial liabilities (3.6) - {(3.6) 34 (0.2) @
(288.4) 25.0 (263.4) 34 (260.0)

Armounts which do not meet the critena for offsctling on the balance sheet but could be settled net in certain circumstances
principally relate to derivative transactions under International Swaps and Derivatives Association ((ISDA") agreements where cach
party has the option to settle amounts on a net basis N the event of default of the other party.

Fair value hierarchy
The Croup uses Lhe following hierarchy for determining and disclosing the fair value of financialinstruments by valuation technique:

— Level I: quoted (unadjusted) prices in aclive markets for identical assets and liabilities The Croup had no Lovet 1 mvestments
or financial instruments

— Level 2 not traded in an active market but the far vatlues arc based on quoted market prices or alternative pricing sources with
reasonable levels of price transparency. The Croup's Level 2 financial instruments include interest rate and foreign exchange
derivatives. Fair value is calculated using discounted cash flow methodology, future cash flows are estimated based on forward
oxchange rates and interest rates (from observable markel curves) and contract rates, discounted at a rate that reflects the creait
risk of the various counterparties for those with a long maturnity.

— Level 3. techniques that use inputs which have a significant of fect on the recorded fair value that are not based on observable
market data
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AL the ond of the reporting penod, the Croup held the following finandial instruments at Tar value:

2022 207
Level 1 Level 2 Level 3 Tatal Lovel | Lovel 2 Level 3 Total
£m £m £m £m Fm +m £ £m

Assets measured at fair value
Financial assets at Tair value
through profil or loss (FVTPL)
- derivatives held at FVTPL - 0.6 - 0.6 - 07 - 07
- other invesrments’ - 176 45 221 - 184 - 184
Dernvatives used for hedging - 64.4 - 64.4 - 324 - 324
Unlisied cguity investments’ - - - - - - 97 a.7
Liabilities measured at fair value -
Financial labibties at fair value o
through profit or loss (FVTPL) o
- derivatives neld at FVTPL - (0.9) - {0.9) - (12 1) - (12 1)
- contingent consideration’ - - {172.6) (172.6) - - (2120} (212.0)
Derivatives used for hedging - {2.7) - {2.7) - {34.6) - {94.6}

There werc no transfers between the levels of the fair value hierarchy during the penod There were also no changes made to any
of the valuation techniques during the pericd.

Witn Nl evel 3 other nyas: ments the Croup holds £3 1m o venture cap tal nvestments, managed by True Qapreal mced, ~eseured 22 TVID (st year L0} (secnate 16} wichare

'eve 3instraments The farr value of thesc.vestrnenis has been detorm aea necoordarce wihihe interstional Frvaie Fauity ang Ventw e Capitat ¢ VU VE vation Cude! nos

Where inyosirmentsare e ther recentuy acau ~ed o+ thero nave oeenrecent “unding rounds with third oartos, the ormary moul when desermring the valuston s the lates!

transactinnpreoe

2 Tne Croup holds £rilin unosied eouity secdr es measyred ar fa rva e through other compratensive income {last year 9 /m) tsee note 16 which 15a cevel 3 metument The fair
value o thiz invesTment was detormined wehreferone o to the st 3aset vate of the eoboy in g Ch the qostenens was heooemch v am Aor wog U mar Ty o B8 108 8ue wande

Mroagh 2 therd-narty property valuaion

3 As arl of the imvesiment in Ocado Retad Limited acentingens consideration arrangement was agreed Toe errangement comprises three separate clementa wn ch o, / UG"(J' m

evement o7 three separe t o land apoecat omal cerfarman e targets [roure 2071 LB Am way 107! ?

A Lrelat ng o Ehe second target 1he nea targesrelates o ada Retal Line ¢ Ny A sne Jfiedd Targel 0 e OF ear g 1 he inancias yoor ending Novermer

2(171 Thie mdxrmau potental andits ounked aoaouy of al future payme s that she Croup Coutt U0 FRGLITEN Lo ™iade UNUeT 0 aft ANGEMBrLYE 56 3 oS aTeres of 4%

The*air vawe of *he cont ngent cons. ders1on «as estimatea by dLF)I\/ ng an spotopriate tiics 1 rato 1o the eapected future pay—wents Tho Key wsqu'ﬂpug take o cc A\“"iprj[\_)’)
reprowacu . o rmeat g eacn cetlormarce targer andthe o eperforrance target »orary ard cased on Ly > - L
EX20Cea e ba et andd theremore s far vaue refoct s the 7y 3 Bl terest and o theroture erpe P
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vAlue of $3 0™ ASk chatgeimthe rprecast leve, of easng: wred o a ~forman e tar WD sLlzir s figrur ¢ chaswge intar value 2 the contrges Loradoranior
Catmg b opeood C33 8mof conhirgeat co et ator wis Tethled o g LR SM (] moreslAL o LT _rerre T Ree noTe T

The Marks & Spencer UK Pension Scheme holds a number of financial instruments which make up the pension asset of £100307m
(lasl year: £10,4429m). L evel 1 and Lovel 2 financial assets measured at fair value through other comprehensive iIncome amounted Lo
£4998.3m {last year: £5446,0m) Additionally, the scheme assets mclude £5,091 9rn (last year: £45926 9m) of Level 3 financiat assets
See note 11 for information on the Croup's retirement benefits

The following table represents the changes in Level 3 instruments held by the Pension Schemes

2022 2020

£m Frry

Opening balance 4,996.9 43251
Fair vatue gain recognrised in other comprehensive incorne 138.6 683
(Withdrawa/additional investment - - (436) = £035
Closing balance 5,091.9 49959

Fair value of financial instruments

With Lthe exception of the Group's fixed rate bord debt and the Partnership lability to the Marks & Spencer UK Pension Scheme (note 12),
therc were no maternial differences between the carrying value of non-derivative financial assets and Tinancial. labilities and their fair
values as at the batance sheet date.

The carrying value of the Croup's fixed rate bond debt (Level | equivatent) was £1 482 5m {last year £1,682 1m}, the fair value of this debt
was £1,5496m (last year £18076m) which has been calculated using guoted market prices and includaes accrued interest, The carrying
value of the Partnership liability to the Marks & Spencer UK Pension Scherme (Lovel 2 equivalent) s £192.2m (last year £1935m)and
the fair valuc of this Gabitty 1z £1879m (last year £1855m)

Capital policy
The Croup's objectives when managing capital (defined as net debt plus equity) are to fund investment in the transformation and

rebuld balance sheet metrics towards levels consistent witn investroent grade, to safeguard its ability 10 continue as a going concern
in order to provide optirmal returns for sharehotders and to maintain an officient capital structure to reduce the cost of capital
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21 FINANCIAL INSTRUMENTS CONTINUED

In doing so, the Group's strategy is to rebuild a capital structure commensurate with an investment grade credit rating and to retan
appropriate levels of liquidity headroom to ensure financial stability and flexibility. To achicve this strategy, the Greup regularly menitors
key credit metrics such as the gearing ratio, cash flow to net debt and fixed charge cover to maintain Lthis position. In addition,

the Croup ensures a combination of appropriate committed short-term lquidity headroom with a diverse and balanced leng-term
debt matunity profile. As at the balance sheet date, the Group’'s average debl malurity profile was Tive years (last year: six years).
During the year, the Group maintancd credit ralings of Bal (slable) with Moody's and BB+ (stable) wilh Standard & Poor's

In order to maintain or realign the capital structure, the Croup may adjusl the amount of dividends paid to shareholders, return
capitallo shareholders, issuc new shares or sell assets to reduce debt.

22 PROVISIONS

Proporty Reostructueng Ol Total
£m £rm tn fm
At 29 March 2020 600 126 5.4 780
Provided in the year — charged to profit or loss 225 105 2 9.6 1373
Provided in the year — charged to property, plant and equiprnent 2b9 - - 259
Released in the year (29.8) (7.6) 0N {37.5)
Ulilised during the year (4.6) (81.6) (03) {865)
Exchange differences 0.1 - ©.1)
Discount rate unwand 27 - - 2.7
Reclassified to the pension labilily - - {(25) (25)
At 3 April 2021 76.7 285 121 1173
Analysed as:
Current 431
Non-current /4.2
Property  Restructuring Other Total g
£m £m £m £m ]Z>
At 4 April 2021 76.7 28.5 12.1 117.3 2
Provided in the year — charged to profit or loss 235 38.0 6.2 67.7 E
Provided in the year — charged to property, plant and equipment 5.3 - - 53 E
Released in the year (8.4) (2.8) (3.0) (14.2) E
Utilised during the year (5.1) (28.2) (0.9) (34.2) @
Exchange differences - {0.1) (0.2) {0.3)
Biscount rate unwind 3.8 - - 3.8
At 2 April 2022 95.8 354 14.2 145.4
Analysed as:
Current 236
Non-current 91.8

Properly provisions relale primanly 1o obligations such as dilapidations arising as a result of the closure of stores in the UK, as part of
the UK store estate stralegic programme. These provisions are expected to be utilised over the period to the end of each specific lease
(up to 10 years).

Movements inrestructuring provisions relate to the utilisation and finalisation of costs associated with the stralegic programme to
reduce roles across central support centres, regional management and our UK and Republic of Ireland stores; the histoncal International
oxit stralegy; the strategic programme to transition to a single-tier UK distribution network; and costs associated with the decision {o
fully exit our Russian franchise operations. Closing provisions relate primarily Lo the strategic programme Lo transition Lo a single-lier
UK distribution network, expected to be utilised over the period of closure of sites, and exit our Russian franchise operations,
expected to be utilised within the noxt year.

Other provisions include amounts in respect of probable liabitities for employce-related matters.

Prowvisions related to adjusting iterms were £124.9m at 2 April 2022 (last year, £100.8m), with a net charge in Lthe year of £48 2m
(Last year: £901m) (see note 5)
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23 DEFERRED TAX

Deferred tax s provided under the balance sheet liability method using the tax rate at which the balances are oxpected to unwind
of 18% and 25% as appbicable {last year: 19%) for UK differences and local 1ax rates for overscas differences. Details of the changes

to the UK corporation tax rate and the impact on the Group are described in note 7.

The movernents in deferred tax assots and Uabilities (afler the offsetting of balances within the same jurisdiction as permitted by

IAS 17 - Income Taxes’) during the year are shown below.,

Deferred tax assets/(liabilities)

Other
as Pennon short-term
TemporaTy TRMpOaty Lernporary Toma tg Crversess
d-erences ceprecialon Jdfferences o “erencos aetored tax AGTErred tx Total
£m L] £ £rn £m £ £m
At 29 March 2020 (28 3) (02) (3988) 95.2 (332.1) (0.3) (332.4)
{Charged)/credited
to ncome statoment (22.0) 228 (76) 45 (2.3) 2. {0.2)
Credited/(charged} 1o equity/
other comprehensive income - - 257.7 358 2935 32} 2903
At 3 April 2021 (50.3) 226 (1487) 1355 (409) (1.4 (423)
At 4 April 2021 (50.3) 22.6 {(148.7} 135.5 (40.9) (1.4} (42.3)
{Charged)/credited
to income statement (15.4) 3.7 {(14.7) 20.3 (6.1) 1.0 (5.1)
(Charged)/Credited to equity/f
oiher comprehensive incomae - - {(128.7) (14.1} (142.8) 3.0 {139.8)
At 2 April 2022 (65.7) 263 (292.1} 141.7 (189.8) 26 (187.2)

Other short-term temporary differences relate mainly tc employee share options, financial instruments and IFRS 16.

The deferred tax liabiity on land and buildings termporary differences is reduced by the bencfit of capital losses with a gross value
of £236.6m {last year: £228 Orm) and a tax value of £58.6m (last year. £43.3rn). The Ltax value has increased in comparisan Lo the prior
year duc to the offects of the change in rate, whercby, UK deferred tax assets and liabilitics have been remeasured at 25% where those
are expected to be realised or settled on or after 1 April 2023

Due to uncertainty over ther future use, no benefit has becn recognised in respect of trading losses carried forward in overseas
Jurisdictions with a gross value of £5.6m (last year £11.0m) and a tax value of £14m (last year £30m)

No deferred tax s recognised nrespect of undistnbuted earnings of overseas subsidianies and joint ventures with a gross value of £34.2m
(last year. £24.7m) unless a matenal Lability is expected Lo arise on distribution of these earnings under applicable tax legislation
There is a potential Lax Labilily in rospect of undistributed carnings of £3.1m (last year £2 3m) however this has nol beon recognised
on the basis that the distribution can be controlled by the Croup, and it 1s probable that Lthe temporary differcnce will not reverse

in the foresceablo future,

In the prior year, a deferred tax asset of £10.5m relating to trading losses in the UK was recognised. As the amount has been fully
utilised, no deferred tax asset relating to trading lesses in the UK is recognised in the current period
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24 ORDINARY SHARE CAPITAL

2022 2021

Ordinary shares Ordinary shares Deferred shares Qrdinary shares

of £0.25 aach of £0.01 each of £0.24 each of F025 each

Shares £m Shares £m Shares £m Sharey m

Issued and fully paid 1,950059,808 4876

Al start of year 1956513591 489.2 - - - - 6,453,783 16
Shares issued in respect of share

option schemes 1,266,035 0.3 - - - - _ _

Subdivision of ordinary share capitat  (1,957,779,626) (489.5) 1,957,779,626 196 1957779626 4699 — -

Repurchase of deferred shares - - - - {1,957,779,626) (469.9) - -
Shares issued in respect of share

option schemes - - 1,125,718 0.1 - - - -

At end of year - - 1,958,905,344 19.7 - - 1856513591 4892

Nominal value reduction

In July 2021, the Company reduced the neminal value of its ordinary shares from £0.25 1o £001, The reducticn was completed by
subdividing each £0 25 ordinary share in issue into one ordinary share of £0.01 and one deferred share of £0.24. Alt deferred shares
waere then bought back for total aggregate consideration of £0.01 and cancelled. The Campany’s issued share capital remained
unchanged and each shareholder's proportionate interest in the share capital of the Cormpany remained unchanged. Aside from the
change in nominal value, the rights attaching to the ordinary shares (including voting and dividend rights and rights on a return of
capital} remain unchanged. The repurchase and cancellation of 1he shares resulted in an increase to the Company’s capital
redemption reserve of £4699m.

Issue of new shares

Alotalof 2,391,753 {last year: 6,453,783) ordinary sharcs having a nominal value of £04m (last year: £1.6m) were allotted during the
year under the terms of the Company's share schemes which are described in note 13 of the Croup financial statements The
aggregate consideration received was £0 3m (last year: £0.0m).

z

25 CONTINGENCIES AND COMMITMENTS %

A. Capital commitments Z

2022 2021 E

£m fm ;

Commitments in respect of properties in the course of construction 598 883 E

Software capital commitments 6.1 106 A
65.9 989

In addition to the above, the Croup has committed Lo invest up Lo £25.0m, over a three-year period Lo 2024725, in an innovation and
consumer growth fund managed by True Capital Limited The fund can drawdown amounts at any time over the three-year period to
make specific investments. During the period, the Croup invested £3.3m of this commitrment, which is held as a non-current other
investment and measured al fair value through profit or loss (see note 16).

B. Other material contracts

In the event of termination of our trading arrangements wilh certain warehouse operators, the Group has a number of options and
commitments Lo purchase some property, plant and eguipment, at values ranging from historical net book value to market value,
which are currently owned and cperated by the warehouse opcrators on the Group's behalf. These options and commitrments would
have an immaterial impact on the Group's statement of financial position.

See note 12 for detaits on the Partnership arrangement with the Marks & Spencer UK Pension Scheme
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26 ANALYSIS OF CASH FLOWS GIVEN IN THE STATEMENT OF CASH FLOWS

Cash flows from operating activities

2022 2041
£m Fm
Profit/(loss) on ordinary activities after taxation 309.0 (201.2)
Incorne tax expense/(credit) 82.7 (8.2}
F\—mance costs 2144 2361
Finance income {33.9) (57 4)
Operating profit/(loss) 572.2 (307)
Share of resulls of Ocado Retail Limited {13.9) (78.4)
{Increase)/decrcase in inventorcs (46.5) 41.2
(Increase)/decrease in receivables (29) 67.4
-I.Fw-c_;-rcasc in payables 289.1 1505
_E;e_preuation, amortisation and write-offs 510.7 603 1
Non-cash share-based paymoent expense 38.8 193
Defined benefit pension funding (36.8) (371}
Adjusting items net cash outflows'? (45.8) (1181)
Adjusting tems M&S Bank’ {16.0) (24)
7AdJust|ng operating profit items 136.8 2529
Cash generated from operations i 1,385.7 8767
Tacludes e ilast yoar £17A4m; ot surrencer pavimen e = monded st copayvect o lease moribes in - he corn S odatoe statermer of tas Hoss rziat ng Lo leases wal - o the o< stare

aRTATE NrOCIrANITC

2 Adistngiterns net can ool O®s 10 ate T Sheaten L Programme Con s assost e w thithe JK sTare e -tate 0 2@ stics ard The utibsalior 1T TRE DOLvisg - 00 b ternal oaalL tlare
closures ano mpsrments

4 Agustngiferr ME&S Sank retates t. MBS Hnk inco meo recog sedir T pershing poont Sftset Ly charges noareed pee at o toiba naarenzo e sers L arouw e wn on s 1 a0r-cantites
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27 ANALYSIS OF NET DEBT

A. Reconciliation of movement in net debt

Changoes Lease Cxchange and
At 29 March LRE additions and  other non-casn At 3 Apri.
2020 Cash flow valups  rermeasuremnents moverents' 207
frm Fm im £m tm Fr
Net debt
Bank loans and averdrafts (see note 20) (155) 108 - - (4.7)
Cash and cash equivalents (see note 18) 26542 4235 - - (33) 6744
Net cash per statement of cash flows 2387 4343 - - 33) 6698.7
Current other financial assets (scc nole 16} 1.7 6.7 - - - 184
Liabilities from financing activities .
Medium Term Naotes (see note 20) {1,536.2) (87.9) - - (58.0) (1,b82.1)
Lease liabilities (sce note 20) (25620) 316.7 - (48 3) (112.3) {2,405 9)
Partnership liability to the Marks & Spencer
UK Pension Scheme (see note 12) (202.7) 236 - - (6.4) {185.5)
Derivatives held to hedge Medium Term Notes 1022 (14.0) (96.3) - - (81)
Liabilities from financing activities (4,198.7) 2384 (96.3) (48.3) {(176.7) {4,281 6)
Less: Cashflows related to interest
and derivalive ingtruments (2.3) (212.6) 963 196.2 776
Net debt (3,950.8) 466.8 - (48.3) 16.2 (3,515.9)
Changes Lease txchange and
AL 4 Apre. in farr addtions and  other nan-casn At 2 April
2071 Cash flow values  remeasurements rmoverie s 2022
£m £m £m Em (a1 £m
Net debt
Bank loans and averdrafts (see note 20) (47} 47 - - - -
Cash and cash equivalents (see note 18) 6744 531.7 ~ - (82} 1,197.9
Net cash per statement of cash flows 6697 536.4 - - (82} 1,197.9
Current other financial assets (see note 16) 184 (0.8) - - - 17.6
Liabilities from financing activities - - - - - -
Medium Term Notes (see note 20) (1.682.1) 2440 - - (91.4) {1,529.5)
Lease liabilities (sce nole 20) (2,405.9) 3443 - (100.6) (1165) (2,278.7)
Partnership uability to the Marks & Spencer
UK Pension Scheme (sce note 12) {1855} - - - (2.4) (187.9}
Derivatives held to hedge Medium Term Noles (8.1} - 266 - - 185
Liabilities from financing activities {4,281.6) 5883 266 (100.6) (210.3) (3,977.6)
Less: Cashflows related to interest
and derivative instruments 776 (208.7) (266} - 2210 63.3
Net debt (3.515.9) 9152 - (100.6) 25 (2,698.8)
B. Reconciliation of net debt to statement of financial position
2022 2021
£m £m
Statement of financiat position and related notes
Cash and cash equivalents (see note 18) 1,197.9 6744
Current other linancial assets (see note 16} 176 184
Bank loans and overdrafts (see nota 20) - (47)
Mediurm Term Notes - net of foreign exchange revaluation (sce note 20) (1,494.7) (1,6579)
Lease labilities (see note 20) (2,278.7) {2,4059)
Partnership laliity to Lhe Marks & Spencer UK Pension Schoeme (see notes 12 and 21) (192.3) (1935)
(2,750.2) (3,569.2)
Interest payable included within related borrowing and the Partnership lability
to the Marks & Spencer UK Pension Scheme 51.4 533
Net debt (2,698.8) (3,5159)

i Fachange and other non-cash moverments inc.uades mierest pad on Medum Term Noles of 72 6m ( ast year FBEAMY, nterest paid on case Labaravies of £ 121 mi{last year £13017)
and NLerest pald 07 the Partnershup aability o the Marks 8 Spencer UK Pension Scheme of ra4am (last year £19m)
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28 RELATED PARTY TRANSACTIONS

A. Subsidiaries

Transactions betwecn the Company and its subsidiaries, which are relaled parties, have been elirninated on consclidation and are not
disclosed in this note. Transactions between the Company and its subsidiaries are disclosed in the Company's separate financial statements.

B. Joint ventures and associates
Qcado Retail Limited

A shareholder loan facility with Ocado Retail Limited was established in 2019/20, with Ocado Retail Limited having the ability Lo draw
down up to £30m from cach shareholder. The facility was not utilised by Ocado Retail Limited during the year ended 2 April 2022
(last year: not utilised).

As part of the Qcado Retail Limited investment, Ocado Retail Limited erdered into a £30m, three-year revolving credit facility, Along with
Ocado Croup Plc, the Croup has provided a parent guarantee Lo cover 50% of the £30m revolving credit facility provided by BNPP
to Ocado Retail Limited. The revelving credit facility was undrawn at 2 Aprit 2022 (last year: undrawn).

The following transactions were carncd oul with Ocado Retail Lirmited, an associate of the Group.

Sales and purchases of goods and services'

2022 2021

£m £m

Sales of goods and services 36.1 285
Purchases of goods and services 0.2 - ‘

Included within trade and other receivables s a balance of £1.9m (last year: £2 3m) owed by Ocado Retail Limited.
Nobody's Child Limited
Nobody's Child Limited became an associate of the Group in Novermber 2021 (sec note 29).

Since Novemiber 2021, the Group made purchases of goods amounting to £1.2m. AL 2 April 2022, ncluded within trade and other
payables is a balance of £0 2m owed to Nobady's Child Limited, and included within other financial assets is a balance of £0.7m owed
from Nobody's Child Limited.

C. Marks & Spencer UK Pension Scheme

Details of other transactions and balances held with the Marks & Spencer UK Pension Scheme are sel out in notes 11 and 12

D. Key management compensation

The Group has deterrnined that the key management personnel constitute the Board and the members of the Executive Committee.

2022 2021

Em o

Salarics and short-term benefits 15.3 86
Share-based payments 2. 3.2
Total 17.4 18

E. Other related party transactions

The Group acquired 777% of the 1ssued share capital of The Sports Ecit Limited ('TSE™ in February 2022 A further 4 8% of TSE'S issued
share capital is currently owned by Mr. Justin King, a Non-Executive Direclor of the Group (the JK TSE Shares™) Subject to sharchotder
approval, the Group will acquire the JK TSE Shares from Mr, Justin King al a total purchase price of £03m in July 2022,
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29 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

The Croup holds a 50% interest in Gcado Retall Limited, a company incorporated in the UK. The remaining 50% interest 1s held by
Qcado CGroup Plc. Ocado Retail Limited is an online grocery rotailer, operating through the ocado.com and ccadozoom.com websitos,

Ocado Retal Limited is considered an asscciate of the Group as certain rights are conferred on Ocado Croup Ple for an initial period
of at least five years from acqguisition in August 2019, giving Ocado Croup Plc control of the company, Following this inilial period,

a reassessment of control will be required as the Croup will have an cption to oltain more power over Ocade Retail Limited if cartain
conditions are met, If the Group is deemed to have obtained control, Gcado Retail Limited wilt Lthen be consolidated as a subsidiary
of the Group. Through Board representation and shareholder voting rights, the Croup is currently considered to have significant
influence, Lherefore Lhe investment in Ocado Retail Limited is treated as an associale and applics the equity methed of accounting.

Ocado Retal Limited has a financial year end date of 28 November 2021, aligning wilh its parent company, Ocado Croup Plc. For the
Group’s purpose of applying the equity method of accounting, Ocado Retail Lirmited has prepared financial information to the nearest
quarter-end date of its financial year end, as to do otherwise would be impracticable. The results of Ocado Retail Limited are incorporated
inthese financial statements from 1 March 2021 to 27 February 2022 There were no sigrificant evenls or transactions in the period
from 28 February 2022 W0 2 April 2022

The carrying amount of the Group's interest in Ocado Relail Limited is £8004m (last year £819.0m). The Group's share of Ocado Retal
Limited loss of £18.6m {last year: profit of £64.2m) includes the Croup's share of undertying profits of £13.9m, which includes £1.3m

of exceptional income before tax related Lo insurance receipts (share of profit last year £25.2m) and adjusting item charges of £325m
({last year: £14.2m) {see note 5)

Summarised financial information in respect of Ocado Retail Limited (the Croup's only matenal associate} is set out below and represents
amounts in the Qcado Retail Limited financial staterments prepared in accordance with IFRS, adjusted by the Croup for equity
accounting purposes.

As at 27 Feb As at 78 leb
2022 2071
£m £m

Ocade Retail Limited
Current assets 291.2 3539
Non-current asscts 590.1 3368
Current labilities {223.3} (2457)
Non-current labilities {449.8) (26456)
Net assets 2082 1804

29 Feb 2021 to 2 Mar 2020t

27 Feb 2022 28 Feb 2021

£m £m

Revenue 2,2488 2,3532
Profit for the peried 27.8 1568
Olher comprehensive income - -
Total comprehensive income 278 1568

Reconciliation of the above summarised financial information to the carrying amount of the interest in Ocado Retail Limited recognised
in the consolidated financial statements.

As at 2 Apr As ot 3 Apr

2022 2021

£m fm

Ocado Retail Limited

Net assets 208.2 1804
Proportion of the Group's ownership interest 104.1 902
Coodwill 449.1 4491
Brand 2427 2492
Customer relationships 77.7 883
Other adjustmants Lo align accounting policies (78.9) (63.5)
Acquisition costs 5.7 57
Carrying amount of the Group's interest in Ocado Retail Limited 800.4 8190

in November 2021, the Group acquired 27% of theissued share capital of Nobody's Child Limited, which s accounted for as an investment
inassociate

Other than its investment in Ocado Retzil Limited, the Croup holds immalerial investments in joint ventures and associates (ncluding its
investment in Nobody's Child Limited) totalling £105m (last year: £6 8m) The Group's share of losses totalled £0 7m (last year: £1.3m loss).
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30 GOVERNMENT SUPPCRT

The Group has not benefiited from government grant mncome in the year. Last year, Lthe Group recognised £131.6min retation to furlough
programmes, such as the Corenavirus Job Retention Scheme ((CIRS™ in the UK, and its equivalents in other countnes This meoma was
recognised as a deduction against the related expense

The Group benefited from business rates relief of £62 2m in the year (last year  £174 6m).

There are no unfulfiled conditions or contingencies attached te these grants.

31 CONTINGENT ASSETS

The Group is currently seeking damages from an independent third party following their involvernent in anti-competitive behaviour
that adversely impacted the Croup. The Group expects to receive an amount from the claim (either in setilerment or from the legal
proceedings), a position reinforced by recent court judgemaents in sirmilar claims The value of the claim s confidential and is therefore
not disclosed

32 SUBSEQUENT EVENTS

The Board have approved a tender offer to repurchase ¢ £150m of the Group's Medium Term Notes which will be announced on
25 May 2022
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COMPANY STATEMENT OF FINANCIAL PCSITION

As at 2 April As at 3 Aprl
2022 7071
Notes £m im
Assets
Non-current assets
Investments in subsidiary undertakings CH 9,403.7 9,7308
Total assets 9,403.7 9,7308
Liabilities
Current liabilities
Amounts owed 1o subsidiary undertakings B 2,541.2 25418
Total liabilities 25412 25418
Net assets 6,862.5 /1890
Equity
Ordinary share capital C7 19.7 4892
Share premium account Cc7 2910.6 2104
Capilal redemption reserve 2,6804 2,2105
Merger reserve Cc7 870.9 1,2620
Retained earnings 2,380.8 23169
Total equity 6,862.5 71890

The Company’s loss for the year was £357 3m (last year: profit of £951.0m).

The financial statements were approved by the Board and authorised for issue on 24 May 2022. The financial statements also comprise
the notes C1 to C7.

Rowe T

.
Steve Rowe, Chief Executive Officer Eoin Tonge, Chief Financial Officer %
Registered number: 04256886 =
COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY %
Share Cacita. a
Ordmary preruum redernpticn Meargar Retaned
share capital accauant reserve reserve earmngs Total
£ im £ £m im frm
At 29 March 2020 4376 9104 22105 EARRe 23003 6,2198
Profit for the year - - - - 951.0 9510
Capital contribution for sharc-bascd payments - - - - 166 166
Shares issued on exercise of employee share options 1.6 - - - - 16
Reclassification to merger rescrve - - - 9510 (951 .0) -
At 3 April 2021 489.2 910.4 2,2105 1,262.0 2,3169 7,1890
At 4 April 2021 489.2 9104 2,210.5 1,262.0 2,316.9 7,189.0
Loss for the year - - - - (357.3) (357.3)
Capital contribution for share-based payments - - - - 30.2 30.2
Shares issued on exerase of employee share options 04 0.2 - - - 0.6
Buy back and cancellation of own Shares' (469.9) - 469.9 - - -
Reclassification 1o morger reserve - - - (391.1) 3911 -
At 2 April 2022 19.7 910.6 2,680.4 8709 2,380.9 6,862.5

1 On 8 Juy 2071 the Company reduced the nosunal vaiue of 1ts * 357,779,626 ordinary sharesin ssue af tnat date from #0275 to £001 The reduction was completed by subd vichng
each fO 74 ardinary snare nossue nto | ormnary share of £00 and | deferred share of £ 74 Addeferred shares were then bought back for total aggregate considerat onof £001
ano cancel.ed The Cornpany's ssued share camiLal remaims unchanged ana each sharehelder » proport.onate nterestin the snare capital o~ the Company remains unchangea
Aundefromthe change in nominal value, the nght s attacn ng to the ordinary shares (nclud ng voting and div dend aghts and nghts ona retarm of capital) ramas nunchanged
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COMPANY STATEMENT OF CASH FLOWS

52 weeks RER =2
ended ended
2 April 2022 3 Aprl 2071
£m £m

Cash flow from investing activities

Dividends received 33.8 -
Additional investment in subsidiary (33.8) -
Net cash (used in)/generated from investing activities _ - -
Cash flows from financing activities

Shares issucd on exercise of employee share options 0.6 16
Repayment of intercompany loan (0.6) (1.6}

Net cash generated from/(used in) financing activities

Net cash inflow from activities

Cash and cash equivalents at beginning and end of vear

184 Marks and Spencer Group plc




NOTES TO THE COMPANY FINANCIAL STATEMENTS

C1 ACCOUNTING POLICIES

General information

Marks and Spencer Group plc (the “Company™) is a public Limited company domiciled and incorporated in England and Wales undaor
Lthe Companies Act 2006. The address of the Company's registered office is Waterside House, 35 North Wharf Road, London W2 TNW,
United Kingdom

The principal activities of the Company and Lthe nalure of the Company’s operations are as a holding entity

These financial statements are presented in sterling, which is the Company's Tunctional currency, and are rounded to the nearest
hundred thousand.

The Company's accounting policies are the same as those set out in note 1 of the Group financial stalements, except as noted below.

Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment. The Company grants share-based
payments to Lhe employees of subsidiary companies Each period Lhe fair value of the employee services received by e subsidiary
as a capital contripution from the Company is reflected as an addition to investments in subsidiarics.

Loans from other Croup underlakings and all other payables are initially recorded al fair value, which s generally the proceeds
received. They arc then subsequentiy carried al amortised cost. The loans are non-interest bearing and repayable on demand

In accordance with Lhe exemption allowed by Section 408(3) of the Companies Act 2006, the Company has not presented its own
income statement or statement of comprehensive income,

Key sources of estimation uncertainty
impairment of investments in subsidiary undertakings

The carrying value of the investment in subsidiary undertakings is reviewed for impairrment or iImpairment reversal cn an annual
basis. The recoverable amount is determined based on value in use which requires the determination of appropriate assumpticns
{which arc sources of estimation uncertainty) in retation to the cash flows over the three-year strategic plan period, the long-term
growlh rate 1o be applied beyond this three-year period and the risk-adjusted pre-tax discount rate used to discount the assumed
cash flows lo present value,

Estimation uncertainty arises due to changing economic and market factors, the channel shift from stores to online, Increasing
technological advancement and the Croup's ongeing strategic transformation programmes. Sec note €6 for further details on the
assumptions and associated sensitivities,

The Company’s financial risk is managed as part of the Group's strategy and policies as discussed in nole 21 of the Group
financial statements.

C2 EMPLOYEES

The Company had no employecs during the current or prior year, Directors received emoluments in respect of thair services Lo the
Company during the year of £1,174,790 (last year: £1,093,458). The Cempany did not operate any pension schemaes during the current
or preceding year. For further information see the Rermuncration Report.
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C3 AUDITOR’S REMUNERATION

Auditor's remuncration in respect of the Company’s annual audit has been borne by its suksidiary Marks and Spencer plc and has
been disclosed on a consolidated basis in the Company’s consolidated financial slaternents as required by Section 494(4)(@) of the
Companies Act 2006.

C4 DIVIDENDS

Al the full-year resulls in May 2021, the Board announced that payment of a dividend in the 2021/22 financial year would be unlikely
as we focus on restoring sustainable profitabiiity and recovenng Lhe balance sheet towards metrics consistent with investment grade.

Consistont with that announcernent, the Board does not expect to pay a dividend this financial year

C5 RELATED PARTY TRANSACTIONS

During the year, the Company has receved dividends from Marks and Spencer ple of £33.8m (lasl year nil) and decreased its loan from
Marks and Spencer plc by £0.6m {last year: £1 6m). The outstanding balance was £2,541.2m (last year: £2,541 8m) and is non-interest
bearing. There were no other related parly transactions.
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FINANCIAL STATEMENTS

NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS

A. Investments in subsidiary undertakings

2022 2021

£m iy

Beginning of the year 9,730.8 87632
Contributions to subsidiary undertakings relating to share-based payrments - 30.2 166
Additions  _  _ ___ —— 33.8 -
Impairment (chergeyreversel ] ] (391.1) 9510
End of year ' - 9,403.7 9,/30.8

Shares in susidiary undertakings represent the Company’s investment in Marks and Spencer ple and Marks and Spencer Holdings Limited.

During the year, the Company purchased additional shares in Marks and Spencer Holdings Limited (£33.8m). This allowed Marks and
Spencer Holdings Limited to scttle the contingent consideration that became payable during 1he yeor as a result of the investment
in Ocado Retall Limited

Impairment of investments in subsidiary undertakings

The Company evalugtes its investments in subsidiary undertakings annually for any indicators of impairment or impairment reversal
The Company considers the relationship between its market capitalisation and the carrying value of its investments, among olher
factors, when roviewing for indicators of imparrment. As at 2 April 2022, the market capitalisation of the CGroup was significantly
below the carrying value of its investrment in Marks and Spencer plc of £9,188.6m, indicating a potential impairment, despite stranger
Croup performance.

The recoverable amount of the investmaent in Marks and Spencer plc has been dotermined based on a value in use calculation,

The Company has updated its assumptions as at 2 April 2022, reflecting the latest budget and forecast cash flows covering a three-
year period. The pre-tax discount rate of 9 8% {last ycar. 89%) was derived from the Croup's weighted average cost of capital, the
inpuls of which include a country risk-frec rate, equily rnisk prernium, Group size premiurm and a risk adjustrnent (beta) The long-term
growlh rate of 2 0% (last year 1 75%), was based on inflation forecasts by recognised bodies with reference 1o rales used within the
retail mdustry.

The Company has determined that the recoverable amount of its investment in Marks and Spencer plc is £8797.5m and as a resull

has recognised an impairment of £391 1m. This impairment primarily relates to the mpact of market volatility on the discount rate as

a result of the unfolding humanitarnan cnsis foltowing the invasion in Ukraine and updated forecast cashilows, as restrictions on capital
expenditure impeosed duning the Covid-19 pandemic were lifted

Sensitivity analyss

As disclosed in the accounting policies note Cl, the cash ftows used within the value In use model the long-term growth rate and
the discount rate are sources of estimation uncertainty. Management. has performed a sensitivity analysis on the key assumptions
and using reasonably possible changes would result in the following impacts:

-~ A 5% reduction in cash flows from the {hrec-year plan would result in an additional impairment charge of £447.8m,
— A 50 bass point decrease in the long-{term growth rate would resull in an addidional impawrment chargoe of £4791m.
— A 50-basis point increase 1IN the discount rate would result in an additional impairment charge of £5348m

In the event that all three were Lo occur simuttangously, an additional impairment charge of £1,356 4m would be recorded.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings

In accordance with Seclion 409 of the Cormpanies Acl 2006, a Tull Ust of related undertakings, the country of incorporation and the
effective percentage of equity owned, as at 2 April 2022 1s disclosed below. All undertakings are indirectly owned by the Company

unless otherwise stated.

Subsidiary and other related undertakings registered in the UKW

Proportion of

Proportion of

shares held shares he.d
Mame Share class (%) Narre Share class (%)
Foundars Factory Retail Limited £00001 ordinary Q004 Ocado Retail Limited £00Y ordinary 50
Registered office: (25001% of total capital) Registered Office:
Northcliffe House, £O0001 Preference 100 Apollo Court 2 Bishop Square,
Young Street, Londan, (74 999% of total capital) Hatfield Business Park,
England, W8 5EH Hatfield, Hertfordshire,
Hedge End Park Limited F1 ordinary A - United Kingdom, AL10 9EX
Registered Office: 33 Holborn, (50% of tolal capital) Amethyst Leasing (Holdings) Limited £1 ordinary 100
London, ECTN 2HT F1 ordinary B 100 M&S Limited £1 ordinary 100
(50% of Lotal capital) Manford {Textiles) Limited £1 ordnary 100
Marks and Spencer Company NrA - Marks and Sparks Limited £1 ordinary 100
Archive {CIC) (ii) £1 ord 100
r r i
Marks and Spencer Partnership interest 100 Marks and Spencer . orthnary
Guernsey Investments LLP {Northern Ireland) Limited
Y s Registered Office: Waterfront Plaza,
Marks and Spencer £ ordwary A 100 € Laganbank Road, Belfast, BT1 3LR
Pension Trust Limited (iii} £1 ordinary B - Marks and Spencer Property f1 ordinary 100
F1 ordinary C - Developments Limited
Marks and Spencer plc (v} F0O 75 ordinary 100 Nobody's Child Lirmited fOOI orcinary -
Marks and Spencer Scottish Part nership mnterest 100 Registered Office: (77 910% of tatal capital)
Limited Partnership (iv) 10-11 Greenland Place, fOO1 Preference 100
Registered Office: Camden, London, NW1 DAP (27 030% of total capital)
2-28 St Nicholas Street, St. Michael (Textiles) Limited £1 ordinary 100
Aberdeen, AB10 1B - -
St. Michael Finance plc £1 ordinary 100
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FINANCIAL STATEMENTS

NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings continued

UK REGISTERED SUBSIDIARIES EXEMPT FROM AUDIT

The following UK subsidiaries will take advantage of the audit exemption set out wathin section 479A of the Companies Act 2008 for the
year ended 2 April 2022 Unless otherwise staled, the undertakings listed below are registered at Waterside House, 35 North Wharf Road,

London, W2 INW, United Kingdom and have a single class of ordinary share with a nominal value of £1. All undertakings are indirectly
owned by the Company untess otherwise statod

Pracartien Proporion
of ymares Company of shares Comipary

MName meldd (%) HNurneer Narne hald (%) nu™Moer
Amethyst Leasing (Properties) timited 100 47246934 Marks and Spencer International Holdings Limited 100 F61508)
Busyexport Limited 100 4411370 Marks and Spencer {Investment Holdings) Limited 100 13587353
Marks and Spencer (Initial LP) Limited (v} 100 SC315305 Marks and Spencer 2005 100 3502520
Registered Office: No. 2 Lochrin Square, 96 {(Parman House Kingston Store) Limited
Fountainbridge, Edinburgh, Midlothian, EH3 SQA Marks and Spencer 2008 (Pudsey Store} Limited 100 5507544
Marks and Spencer {Property Ventures) Limited 100 5507513 Marks and Spencer 2005 100 5507507
Marks and Spencer 2005 (Brooklands Store) Limited 100 5507608 (Warrington Cemini Store) Limited
Marks and Spencer 2005 100 5507519 Marks and Spencer Holdings Limited (v} ) Too 11845975
(Chester Satellite Store) Limited Marks and Spencer Hungaty Limited 100 8540784
Marks and Spencer 2005 (Chester Store) Limited 100 5507542 Marks and Spencer Investments o0 4903061
Marks and Spencer 200! [Jeia) 6507598 " s —
e
Marks and Spencer 2005 (Clasgow Sauchiehall 100 5507546 - - S -
Store) Limited Ruby Properties {Hardwick) Limited ) _ 190 47]301 8”
Marks and Spenfer 2005 {Hedge End Store) Limited 100 5507538 Ruby Properties {Long Eaton) Limited . 1oe
Marks and Spencer 2005 (Kensington Store) Limited 100 5502478 Ruby Properties (Thorncliffe) Limited oo
Marks and Spencer 2005 100 S502573 Ruby Properties (Tunbridge} Limited 1o 4716032
{Kingston—on-Thames Satellite Store) Limited Simply Food (Property Investments) 100 SEOZGAR
Marks and Spencer 2005 100 5507620 Simply Food {Property Ventures) Limited 100 2239799
{Kingston-on-Thames Store} Limited Minterton Services Limited 100 4763836
Marks & Spencer Outlet Limited 106 4039558 Marks and Spencer (Bradford) Limited 100 10011863
Marks & Spencer Simply Foods Limited 100 4739977 Marks and Spencer (Jaager) Limited 100 13098074
Marks and Spencer (Property Investments) Limited 100 5502582 The Sports Edit Uimited 77734 G33]295
Marks and Spencer Chester Limited 100 5174123 Registered office: Studio 419, The Print Rooms,
Marks and Spencer France Limited o0 $L07548 164/180 Union Street, Londen, SE1 QLH (vi)

The Company will guarantee the debts and liabilities of the above UK subsidiary undertakings at the balance sheet dateo of £21.3m
in accordance with section 479C of the Companies Act 2006, The Company has assessed the probability of loss under the guarantee
as roemote,

() Allcompanes regiateren at Wa'eruide rouse, 45 North wnarf Road . ondon W2 NW, United ingdom, un.ess atnesw <o stated

{4 N snare cap tal astne company s Lmten by guarantee Marks and Snocer plo iz the sole momber

fuilnacec nee wita bae arke es o associatan of Marks anad Spences 2ens on Trgst Lenited,  he ho.ders of Band O Qronary »eres are Dot o rectors ot (et company

(W)Mark s snd Soericer (it =0 L) mvied and Marks and Spencoer Peason TrasLLm ted are the biruged partner - Marks and Scencer oic s the Coner, Partner

(v} interest neld directly by Marks and Ssencer Srodp plo

{viharks and Spencer olc ha ds 94 0/8% of Acrd nary shares Endw L acquro tna rerian ng A orainary s9aresto bing tun o 1004 ance snareholder apnrovel has been ohranmea
27 the AGM) 100% of R orainary shares ana 0% of © oraingy shares

International subsidiary undertakings®

Proparban PBeopnr a0
of snares of zhares
Reeystered e o oy Rogistersd “e.d by
Namme adaress Country Snare clav:  sansaery (%) Narne cddress Cruniry Shere class  submionzry (%)
Marks and rnter flhson Auztrabia ALY 2 Ordirary 100 Marks & 1335 Lrmicsa Creece €3 Ord nary et
Spencer ‘Covernar Spencer Sireetf, 4thens, €3 Praferiesa 100
(Australia) Macquarie 1ower Marinopoulos  (ireece
Pty Limited Level <0 Greece SA
' Fasrer P[?Ce_ lgnazia Fentage ball Lo CGuornsey 11 Grinary 3999
sydney NZW 2000 i o
Australa Limited Marchant street,
O St Peter Port ©Y1
Marks and Lnit 03-02 &/F U5 NPY 100 Z1b Guermsey
?;hean:;;ai) E;g;:;é;]:in I_era_nis [(rgtam' :ﬂaLL Cuermsey £1 Ordinary G539
Limited Jing Read, imited o Marchant

Street St Peter

Shanghar, China Paort, CY 1 20k,

Marks and Jormickd 113871, Croech CFK 1000 160 Guernsey

S #ic hle, Prahia 4 Repubie Orchnar,

C?’.:z:\er MI(O O% rehe & pubhe %3_/____ M.S. General  Heritage hall Guernse Rartnerskag RIsksit]
. CIK 100000 100 Insurance LP. | Marohant Interest

Republic a.s Crech Repubhc

Drdinary et St Peter
CAK 1 DOGG00 100 Port CY1 44t
Crdinary SUPneRy
Marks and Jorsnicka V13871, Cizech 7K NPy 158
Spencer Michie, Praha 7, RFepubhc
Services 140 CO,
S.RO Czech Repubie
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

Fraportion Sroporien
of shares of shares
Registered hewd by Reg stered held by
Name adaress Country Share class  subsidiary (%) Name address Country Share class  subsidiary (%)
Marks and Suites 807-13, 8/F Hong Kong N Par value 100 Marks and Basisweg 10 Netlerlands 100 Ordinary 100
Spencer South Tower, Ordinary Spencer BV 1043 AP
(Hong Kong)  World Finance Arsterdam
Investments  Centre, Harbour Netherlands
Limited E;I(tﬁ KEWOD”‘ Marks and Basisweq 10 Natlorlaticls  €ALO Ordinaty 100
oy fony Spencer 1013 AP
Marks and Tower C, RMZ India INR1O Ordinary 100 Stores B.V. Arslerdam
Spencer (India} Milleria, 4th Floar, Netherlands
Pt Limited bake thné;, #; Marks & Avenida da Portugal £f Ordinary 100
B:r:ga&fjreoa ' Spencer Liberdade 749, 8
Py y {Portugal) Lda. 1750-143 Lishon,
560008, India 2 Portugal
Marks and Ath Floor, Court Incha INR 10 Class A 51 Marks and 77 Robinson Road, Sngapore an NPy oo
Spencer House Lokmanya (14619% of total -
Reliance India Tilak Marg capital) Spencer #13-00 Rokinson
Bt Limited Dhatn Taiéo {Singapore} 77, Singapore
Murnba ' INR 10 Class B 100 Investments 068896,
N 43544 i
400 002, India (43544% (r);t(l)t;dl; Pte. Ltd. Singapore
P Marks and Woclworths South Afnca ZAR 2 Ordinary 100
INR 5 Class - Spencer (SA) House 93
(41 837% of total (Pty) Limited  Longrmarket
capital} Street, Cape lown
Aprell Limited 24/29 Mary Street Ireland £1 25 Ordinary 100 8001, South Africa
Dublin 1, Ireland Marks and 84 GEN H M Romania RON 1830 100
Marks and 24-27 Mary Street, Iroland Ordinary of log  Spencer BLRTHELOT Ordinary
Spencer Dublin 1, €175 Romania 54  Street, 5pace B.
(Ireland) DO YE8Z, Ireland (in liquidation) Rcom 5, Cround
Limited floor, ist District,
Bucharest,
Marks and 24-27 Mary Street, Ireland Nf A - Romarnia
5| Dublin 1. Ireland
pﬂﬁ's'ﬁﬁfs Trust Mes C/Box Y Morer  Span €1 Ordinary 100
(ireland) {Spain) S.L. 11
Company (in liquidation) Local A Madnd
& m
Limited By éB-Madnd z
Guarantee pain ]z>
M & S Mode Basisweg 10 Nethorlands €100 Ordinary 100 Marks and Havalan Karsisi Turkey TRI 7500 100 o
International 1043 AP Spencer istanbul Durya Qrdinary >
Amsterdam Clothing Ticaret Merkezi @
Netherlands Textile Trading A3 Blok Kat 11 7
- Jsc Yosilkoy, Bakirkoy a
Marks and Basisweg 10 Netherlands €450 Ordinary 100 Istanbul, lurkey 5
Spencer 1043 AP z
{Nederland) Amsterdam -
BV. Netherlands

NOTE Anumber of the campanies listed are legacy companies which no longer serve any operational purpose

{) The shares of all international subsidiary undertakings are held oy comparies within the Group other than the Company (Marks and Spencer Group plc)
(1) INR & Class C shares 100% owned by JV par Lner
(m)No share cap tatasthe company s lmited by guarantee
{n)20% of ordinary shares are awnea by JV partner

C7 SHARE CAPITAL AND OTHER RESERVES

Issue of new shares

In July 2021, the Company reduced the nominal value of its ordinary shares from £0.25 to £001. The reduction was completed by
subdividing cach £0.25 ordinary share inissue into one ordinary share of £0.01 and one deferred share of £0.24. All deferred shares
were then boughl back for total aggregate consideration of £001 and cancelled The Company’s issued share capital remained
unchanged and cach sharcholder's proportionate interest in the share capital of the Company remained unchanged. Aside from
the change in nominal value, the rights attaching to the ordinary shares {(including voting and dividend rights and rights on a return
of capital) remain unchanged. The repurchase and cancellation of the shares resulted in an increase to the Company’s capital
redemption reserve of £4659m.

Merger reserve

The Company's maerger reserve was created as part of a Group reorganisation that occurred in 200102 and has an econormical
relationship to the Company’s investment in Marks and Spencer plc. In 2018/19, an amount equal to the impairment charge of £1,086.3m
was transferred from the moerger reserve 1o retained earnings as that amount had become a realised profit in accordance with

TECH 02/17. Following the reversal of impairment recognised in 2019/20, an amount equal to the reversal of £951.0m was transferred
from retained earnings to the merger reserve, in accordance with TECH 02/17. In Lhe current year, an amount equal to the impairment
of £391 1m has been transferred from the merger reserve to retained carnings in accordance with TECH 02/17.
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CROUP FINANCIAL RECORD

2022 02, 200 M9 2018
52 weeks L3 woesy 52 weeks 5/ wuc_’ks 52 weeks
£m TTh Fin g £on
Income statement
Revenue'
UK Clothing & Home 3,308.3 22390 3,209.1 34998
UKfFood 6,639.6 6,1385 60282 59034 o
Totallp¢ 9,947.9 83775 92373 94032 gere
international 937.2 7894 9446 9741 1.087.2
Revenue before adjusting items 10,385.1 91669 101819 103773 10,6982
Adiusting items included in revenue - RS - - -
Revenue 10,885.1 21557 10,181.9 103773 10698 2
Operating profit/{loss)’
yK Clothing & Home 3307 (1308) 2239 3552
UK Food 2778 2286 2367 2129 .
Ocado . 139 B
Other 130 19 168 2o
Total UK 635.4 5951 5354
Inlernational 736 1308 1357
Total operating profit befere adjusting items 709.0 222.2 5907 77256 6706
Adjusting tems included in aperating profit (136.8) {2529) (3359 (427.5) (5141)
Total operating profit/{loss) 5722 (30.7) 254.8 298.1 156.5
Not interest payable (199.3) 2191 (211.2) (2397) (107 4)
Pension finance income 13.2 47.2 236 258 177
Net finance costs before adjusting items {186.1) (171.9) (187 6) 2139 (89.7)
Adjusting items included in net finance costs 5.6 (68) e - ' -
Net finance costs {180.5) {1787} (187.6) {(213.9) 89 7}
Profit before tax and adjusting items 522.9 503 4031 511.7 5809
Profit/{loss) on ordinary activities before taxation 391.7 (209 4) 672 8472 66 8
Income tax (expense)/credit {82.7) 82 (39 3) (38.9) (37.7)
Profit/(loss) after taxation 309.0 (201 2) 274 453 291
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GROUP FINANCIAL RECORD CONTINUED

2027 2027 2020 2019 2008
52 weeks 53 weeks 52 wepks 57 weeks 97 werrks

Basic camings/
Weighted average
Basic earnings per share’ ordinary shares in 1ssue 15.7p {(10.1)o 13p 25p 1.6p
Adjusted basic earnings/
Weighted average

Adjusted basic earnings per share' ordinary shares in issue 21.7p 14p 16.7p 237p 27.8p

Dividend per share declared in

respect of the year - - 39p 133p 18.7p
Adjusted earnings per

Lividend cover share/Dividend per share - - 4.3x 1.8x 1.5%
Operating profit before

Retall fixed charge cover depreciation/Fixed charges 3.5x 2.0x 3.4x 3.6% 3.8x

Statement of financial position

Net assets {(Em) 29179 2,285.8 3,708 5 2,469.2 2,954.2

Net debt? (£m) 2,698.8 35159 39506 3,9815 18275

Capital expenditure (£rm) 300.2 146.9 3320 2945 3005

Stores and space

UK stores 1,035 1,037 1,038 1,043 1.03%

UK selling space {m sq ft) 16.7 16.8 16.8 17.2 176

InLternational stores 452 472 483 445 429

International selling space (M sq ft) 5.0 5.1 50 49 52

Staffing (full-time equivalent}

UK 42,550 44423 49094 50,578 53,273

International 4,558 4,754 4,894 4,862 5,655

The above results are prepared under IFRS for each reporting pennd on a consistent bas s wth the exception of the acoption of (FRS 9 ana IFRS 1511 2079 for which comparative
perods have not beenrestated and the adoption ot IFRS 1610 2020 for which the comparative perioa of 2019 has boen restated

1 Based oncontinuing operations

2 Exclades accrued interest
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GLOSSARY

The Croup tracks a numper of atternative performance measures in managing its business, which are not defined or specified under
the requirements of IFRS because they exclude amounts that are included in, or include amounts that are excluded from, the most
directly comparable measure calculated and presented in accordance with IFRS, or are calculated using financial measures that are
not calculated in accordance with 1FRS

The Group believes that these allernative porfarmance measdres, which are nat considered ta be a substitute for or superior Lo IFRS
measures, provide stakehalders with additional helpful infarmation an the performance of the business. These alternative performance
measures are consistent with how the business performance 1s planned and reporied within the internal management regorting to
the Board. Some of these alternative performance measures are also used for the purpose of setling remunegration targets.

These alternative performance measures should be viewed as supplemcental to, but not as a substitute for, measures presenied in the
consglidated financial information relating to the Group, which are prepared in accordance with IFRS, The Croup believes that these
alternative performance rmeasures are useful indicators of its performance. However, they may not be comparable with similarly-triled
measures reported by other companies due to differences in the way they are calculated

Closest equivalent Reconciling items
APM statutory measure to statutory measure Definition and purpose
Income statement measures
Sales Revenue Consignment sales Sales includes the gross value of consignment sales (excluding VAT)
before the impact of adjusting ftems o
Clothing & Home None MNot applicable Where third-party branded goods are s5oid on a consignment basis, onty
store/Clothing & the commssion receivabte is included in statutory revenue This
Home onbne sales rmeasure has been ntroduced given the Group's focus on launching

and growing third-party brands and 1s consistent with how the business
performance is reported and assessed by the Board and the Executive
Committee

Clothing & Home revenue through stores and through the Clothing & Horme
online platforms. These reveriuas are reported within the UK Clothing
& Horne segmentt. resulls. Store revenue excludes revenue fram “shop your
way” and click & collect, whuch are included in online revenue The
growlh in revonues on 2 yaar-an-year basis is a good indicator of the
performance of the stores and onbine channels

The growth in revenues on a year-on-year basis 1s a good indicator of the
performance of the stores and online channels

2021/22 2020022
£m im 5

UK Clothing & Home
Store salos! 2,209.5 10839 1029
Consignrment sales (8.6) - - o
Store revenue 2,200.9 1,088.9 1021
Online s3los 7 aoer 2
Consignment sales (15.3} -
Onling revenue 1,107.4 11097 Q.2)
UK Clothing & Home sales’
~ b2-week basts 3,332.2 21986 516
Consignmant sales {23.9) -
UK Ciothing & Horne revenue
—_HSEfweek basts 3,3083 2,1986 50.5
Week 53 - a0 4
Total UK Clothing
& Home revenue 3,3083 22390 478

TG g & romie 2108 5
wheohare soiaded ALK

S XL AU By ende from Shop yoJr wey ana o, Tk oo et
VY& DTIE O e 2aes

There is no maternal difference between sales and revenue for UK Food
and Internatianal.
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GLOSSARY CONTINUED

Closest equivalent
APM statutory measure

Reconciling items
to statutory measure

Income statement measures continued

Like-Tor-like Movement in
revenue growlh revenue per

Definition and purpose

Revenue from
non like-Tor-tike

The period-on-pericd change in revenue (excluding VAT) from stores
which have been trading and where there has been no significant

the income
statement

stores

change (greater than 10%) in footage for at (cast 52 weeks and online
sales. The measure is used widely in the retarl industry as an indicator of
sales performance. It excludes the wnpact of new stores, closed stores
or stores with significant footage change

2021)22 2020421

£m frn
UK Food
Like-for-like ) 64141 58311
Net new space’ o 2255 1637
Week b3 - 143.7
Total UK Food revenue 6,639.6 65,1385
UK Ctothing & Home
Like-for-like 3,218.3 21645
Net new space 90.0 341
Weak 53 - 404
Total UK Clothing & Home revenue 3,308.3 2,2390

1 UK Foodnet new space includes zales to Gcado Retall Limited

Food ex hospitality

and franchise

Movement in
revenue per

Revenue fram
hospitality

The period-on-period change in Food revenue {before sales to Ocado
Retail Limiled) excluding the hespitality and franchise categories’

the income and franchise revenue (excluding VAT). The hospitality category includes cafes,
statement calegories and counlers and marketplace. This measure 1s based on Foed total revenue 2
sales to Ocado rather than like-for-like revenue which was presented in the 2020721 ]
Relail Limited annual report. This mcasure (s used to provide consistency with other a
measures provided within this report. E
2021422 2020/21 »
£m £m % :n:"
UK Food i
Revenue 6,639.6 61385 8.2 @
Sales to Ocado Relail (32.1) (24.2) 326
Hospitality {167.0) (54.0) 209.3
Franchuse {586.6) {(438.4) 33.8
Food ex hospitality
and franchise £,853.9 56219 41
MBS com revenue/  None Not applicable Total revenue through the Croug’s onbne platforms, These revenues

Onling revenue

International online  None

are reported within the retevant UK Clothing & Home, UK Food and
international segment resulls. The growth in revenues orn a year-on-
year basis i1s a good indicator of the performance of Lthe online channel
and is a measure used within the Croup's incentive plans, Refer to the
Remuneration Report for an explanation of why this measure is used
within incentive plans.

Not applicable

International revenue through International online platforms, These
revenuas are reported within the Intemational segment results. The growth
N revenues on a year-on-ycar basis is a good indicator of the performance
of the online channct, This measure has been introduced given the Group's
focus on anline sales,

2021/22 20202
£m £Em %
international revenue
Stores _ 7647 6136 246
Onlipe 172.5 1657 4
Weak 53 - 101
At reparted currency 937.2 7894 18.7
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FINANCIAL STATEMENTS

GLOSSARY CONTINUED

Closest equivalent

APM statutory measure

Reconciling items
to statutory measure

Definition and purpose

Income statement measures continued

Revenue growth at - None

constant currency

Not applicable

The period-on-period change in revenue retranslating the previous
year revenue at the average actual pericdic exchange rates used in the
current financial year. This measure is presented as a means of eliminaling
tne effects of exchange rate fluctuations on the perod-on-period
reported results

2021/22 2020020
£m £ %

International revenue
At constant currency 937.2
Immpact of FX retranzlation -

Internationat revenue ~
52-week basis 917.2

Weoek 53 -
Al reported currency 937.2

7793 203
0]

7894

187

Adjusting iterns None

Not applicable

Revenue before Revenue

adjusting tems

Adjusting items
{See note 5)

profit before
adjusting items

Adpusting ﬂemsﬁ
(Sea note 5)

Those iterns which the Group excludes from its adjusted profit metrics
I order to present a further measure of the Croup’s performance.
Each of thesc items, costs or incomes, is considered 1o be sigrificant
N nature and/or quantum or are consistent with iterns treated as
adyusting in prior periods. Excluding these items from profit metrics
provides readars with helpful additional information on the
performance of the business across periods becausce il is consistent
with how the business performance is planried by, and reported Lo,
_Lhe Board and the Executive Cornmittee o

Revenue before the impact of adsting ilems The Croup considers this
to be an important measure of Croup periormance and is consistent
with how {he business porfermance is reporied and assessed by the Board
and the Executive Committae. This measure has been introduced as
certain adjiustrnents have becn made to revenue for the first time in
accordance with the Croup's policy for adjusting items. .
Operating profit before the impact of adjusting items. The Group considers
this Lo be an impartant measure of Group performance and is
consistent with how the business performance is reported and
assessed by the Board and the Executive Commitiee.

Finance Finance income
income before

adjusting items

Adjusting tems
(See note 5)

Finance iIncome before the impact of adjusting items The Croup
considers this to be an important measure of Group performance and
is consistent with how the business performance s reported and
asscssed by the Board and tho Executive Committee.

Finance costs Finance costs
before adjusting

terns

Adjusting items
(See note 5)

Finance costs before the impact of adusting tems. The Group
considers this Lo be an important measure of Group performance and
15 consistent with how the business performance is reported and
assessed by the Board and the Executive Cornrmittoe

Net interest Finance ncore/f

Finance mcorne/

The rnel of interest incorne on subleases and interest payable on lease

payable on leascs Costs costs liabilitics Thas measure has peen infroduced as it allows the Board and
(Sce note 6) Executive Committee to assess the impact of IFRS 18 Leases.
Net Ninancial Finance Finance Calculated as net finance costs, excluding interest on leases and adjusting
interest Income/costs income/costs items The Group considers this to be animportant measure of Croup
(Sce note B) porformance and s consistent with how the business performance 1s
reported and assessod by the Board and the Executive Committoe
EBIT before EBIT Adjusting items Calculated as profit before the impact of adjusting items, net finance
adjusting itemns (Sec note 5) costs and tax as disclosed on the face of the consclidated income
statement This measure is used in calculating the return on capital
______ employed for the Group
Ocado Retal EBIT Not applicable Calcutated as Ocado Retait Limited earnings befare interest, tax,

Lmited EBITDA

Profit bofore tax Profit before tax

and adjusting items

Adusting itemns
{See note B)

depreciation, amortisation, impairment and exceptional items

Profil before the impact of adjusting items and tax The Group
considers this to be an important measure of Group performance
andrs consistent with now Lhe business performance 1s reported and
assessed by the Board and the Executive Committes

Thisis a measure used within the Group's incentive plans. Refer to the
Rernuneration Report for an explanation of why this measure s used
within incentve plans
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GLOSSARY CONTINUED

APM

Closest equivalent
statutory measure

Reconciling items
to statutary measure

Definition and purpose

Income statement measures continued

Adjusted basic
earnings per share

Earnings
per share

Adjusting items
(See note 5)

Profit after tax attributable ta owners of the parent and before Lthe impact

of adjusting items, divided by the weighted average number of ordinary

shares inssue during Lhe financial year.

This is & measure used within the Group’s incentive plans, Refer to the
Remuneration Report for an explanation of why this measure 1s used,

Adjusted diluted
earnings per share

Diluted earnings
per share

Adjusting tems
(See nole 5)

Profit after tax attrioutable Lo cwners of the parent and before the

impact of adjusting items, divided by the weighted average number of
erdinary shares inissue during the financial year adjusted for the
effects of any potentially ditutive options

Effective tax

Effective tax rate

Adjusting items

Total income tax charge for the Group excluding the tax impact of

rate before and their adjusting items divided by the profit before tax and adjusting items.
adjusting items tax impact This measure i§ an indicator of the ongong tax rate for the Sroup.
(See note 5)

52-week
basis for the
2020/21
financial year

Corresponding
cquivalent
statulory measure

Last trading
week of 2020/21

The Croup’s financial year ends on the nearest Saturday to 31 March,
The current financial year is for the 52 weeks ended 2 April 2022 with
the comparative financial year being for the 53 weeks ended 3 April
2021 In order Lo provide cormparability with the prior year results,

adjusiments have been made to the 2020/21 53-week income

statement to remove sales, operating costs and other items relating (o |
the last trading week of the 2020/21 financial year, In determining the
week 53 adjustment, revenue and cost of goods sold represent. the actual

trading performance in that week, with overhead expenses allocated

proporticnally to week 53.

Exclude 2626121
2021422 week 53 S2-week
£m £m basis -
Revenue z
UK Food 6,385 (1437) 599438 g
UK Clothing & Home 22390 (404) 2.1986 £
lotal UK Retai 8377.5 {1841) 81934 5
Internationat 789.4 (o) 779.3 z
Tolal Group 95,1669 (1942} 89727 g
Operating profit/{loss)
before adjusting items
UK Food 22856 (150) 2136
UK Clothing & Home (130.38) 14 (129.4)
International 447 10 451
Adjusted profit before tax
Igai Group 503 (8.7) 416
LAc:;s before tax o
Total Group (209.4) 82 (2012)
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GLOSSARY CONTINUED

Closest equivatent

Reconciling items
to statutory measure

Definition and purpose

Reconciliation
of nat debt
(see note 27)

Net debt comprises total borrowings (bank and bonds net of accrued
interest and lease liabilities), the spot foreign exchange component of net
derivative financial instruments that hedge the debt and the Scottish
Limited Partnership liability to the Marks and Spencer UK Pension Scheme
less cash, cash equivalents and unlisted and short-term investments Net
debt does net include contingent consideration as it is conditional upon
future cvents which are nat yet certan at the balance sheet date.

This measure is a good indication of the strength of the Group’s
balance sheoet position and is widely used by credit rating agencies.

APM statutory measura
Balance sheet measures

Net debt None

Net debt None
excluding

lease labilities

Reconciliation
of nel. debi
{sec note 27)
Lease Uabibtics
{sec noto 20)

Calculated as not debt 1255 (ease liabilities This measure is a good
ndicatian of the strength of the Group's balance sheet position and is
widely used by credit rating agencies

Cash flow measures

Net cash inflow
from operating
aclwities

Free cash flow
after shareholder
returns

See Financial
Revicw

The cash generated from the Group's operating activities less caprtal
expenditure, cash lease payments and interest paid.

This measure shows the cash retained by the Croup in the year,

Net cash inflow
from operaling
activities

Free cash flow

See Financial
Revicw

Calculated as the cash generated from the Group’s operating activities
less capital expendiure and interest patd, oxcluding returns to
shareholders (dividends and sharc buyback)

This measure shows the cash generated by the Croup durnng the year
that is available for relurning to shargholders and is used within the
Croup's incentive plans

Qther measures

Cowvid-19 None

scenario

Mot applicable

As part of the Croup's normal financial planning process, the Board
approved the 2020/271 budget and three-year plan

As aresull of the UK government restrictions on trade that were announced
woresponse 1o the Covid-19 pandaemic, the Group revisited the 2020/2)
budget and three-year plan to delerming a downside scenario

The downside scenario assumed the government guidclines at the pericd
end continued for a period of at least four months, resulting in a significant
decline in sales for the remainder of 2020/21, as outlined in the

basis of proparation in the Group's 2020 Annual Report and

Financial Statements.

This downside sconario was approved by the directors and ts defined
as the Covid-19 scenario

Capital None

oxpenditure

1496 Marks and Spencer Group plc

Not applicable

Calculated as the purchase of properly, plant and eguiprment,
investrnent property and intangible assets during the year, less
praceeds from asset dizposals excluding any assots acguired or
disposed of as part of a business combination or through an
investment in an associate




GLOSSARY CONTINUED

Closest equivalent Reconciling items

APM statutory measure to statutory measure Drefinition and purpose

Other measures continued

Return on capital None Not applicable Calculated as being EBIT' before adjusting items divided by Lhe average

amployed ("ROCE") of opening and closing capital employed The measures used in this
calculation are set cut below:

2021/22 2020/21
£m £m
EBIT before adjusting items 709.0 2222
Net assels 2,917.9 2,2858
Add back:
Partnership liability to the
Marks & Spencer UK Pension Scheme 1923 1935
Deferred tax liabilities 187.2 4273
Non-current borrowings and
other financial Liabilities 3,561.0 36599
Retirement benefit deficit 5.7 7.8
Derivative financial instruments - 736
Current tax labilities 340 -
Less:
Invesiment property (15.0) (15.2)
Derivative financial instruments {61.4) -
Retirernent benefit asset (1,043.9) (639.2)
Current tax assets - (35.4)
Net operating assets 5,777.8 55731 -
Add back Provisions related §
to adjusting items 1249 100.8 o
Capital emptoyed 5902.7 56739 z
Average capital employed 5,788.3 58748 :J>:
ROCE % 12.2% 3.8% =
z
5

This measure is used within the Group’s iIncentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
within incentive plans.

1 EAIT 15 not delined within [FRS but 12 3 wide.y accepres orofit measure seing earnrgs before interest oo tax
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Welcome

GooD THINGS HAPPEN EvERy
TIME You SHOP

SP RKS e

W

NOTICE OF
ANNUAL GENERAL
MEETING 2022

Tuesday 5 July 2022 at 1lam

Held at, and broadcast from, Waterside House
35 North Wharf Road, London W2 1NW

This dooument; is important and sequires your immediate attention

If you are in any doubt as to the action you shoutd take, you should irnmediately consult
your stockbroker, bank manager, solicitor, accountant or other independent professional
adviser authorised under the Financial Services and Markets Act 2000 if you are resident in the
United Kingdom or, if you reside elsewhere, ancther appropriately authorised financial adviser,
If you have sold or otherwise transferred all your shares in the Company, please forward this
document and accompanying documents (except any personalised form of proxy, if 2pplicabie)
to the purchaser or transferee, or to the stockbroker or other agent through whom the sale
or transfer was effected, for transmission to the purchaser or transferee.
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DEAR SHAREHOLDER

ANNUAL CENERAL MEETING (“AGM")

As we have noted in our Annual Report,
the ACM is a key dale in the Board's
calendar. Alongside presenting the
Company's performance and strategy to
shareholders, it is the Beard's opportunity
te listen and respond to your questions

Last year’s digital AGM once again
received higher levels of shareholder
engagement than the previous year's.
As such, we heard views and recoved
questions from far more of you than in
recent years, and particularly when
compared with our physically beld
meetings. We are therefore confident
that our approach to a digitally-enabled
AGM s far more accessible, engaging
and dermocratic.

For this reason, the 2022 ACM will
again be a fully digitally-enabled
meeting, broadcast from M&S’
Waterside House Support Centre
at 11am on 5 July 2022.

I'm very pleased that we will also be joined
by Anita Anand who will be acting as this
year's shareholder advocate. Arila will be
known te many of you as a leading radio
and television broadcaster, journalist and
author As your shareholder advocale,

she will ensure your views and questions
are put to the Board.

For statutory and regulatory purposes,
the place of meeting will be Waterside
House, 35 North Wharf Raad, London
W2 INW Shareholders are inviled to
participate in the AGM electronically via
the Lumi AGM platform, which you can
access by logging on to https:ffweb.
lumiagm.com/124-849-127 On this
website, you will be able to submit
guestions and your voling instructions,
both during the meeting and in advance.
A step-by-step guide on how to join the
meeting electronically and subrmit your
votes and questions can be found on
page 209.

We strongly encourage you to log on and
submil any guestions you might have in
advance of the meeting, so that your
views are heard even if you are unable to
participate Uve.

Shareholders are advised not to
travet to the venue on the day, as the
meeting will be fully digitally enabled.
Board members will nol be available for
interaction with sharcholders in person,
as they will be Laking part in the meeting
broadcast under studio conditions.

Any shareholders travelling to the venue
against the Board's rccommendation
will be advised to join the meeting
electronicalty, and will be provided

with assistance to do so, if needed
Refreshments will not be provided.

YOUR VOTE COUNTS

Your vote 1s important to us. You cary

- Join the ACM live online and vote
electronically via the Lumi AGM
platform Pleasc see page 209 of
this Notice for Turther details.

- Register your proxy vote electronically
by logging on to either the Lumi AGM
platform, our Registrar's website,
shareview.co.uk, or by using the service
offered by Euroclear UK & lreland
Limited for membors of CREST

- Complete and return a paper proxy
form (enclosed with this Notice if you
have elected for hard copy documents,
or otherwise available from Equiniti on
request, by calling the sharcholder
helpline on 0345 603 0810).

« | AM PLEASED TO ANNOUNCE THE
21ST ANNUAL GENERAL MEETING OF

MARKS AND SPENCER GROUP PLC
WILL BE HELD ON 5 JULY 2022. »

Nick: Folland, General Counsel and Compuny Seotetany

VOTING BEFORE THE MEETING

All sharehclders are encouraged to vole
cither in advance or on the day. Therc
arc several ways 1o submit your voting
nstructlions before the meeting, which
are available from the publication date
of this Notice:

(1Y The Lumi AGM platform

(2) Equinil's Shareview website.

(3) The CREST or Proxymity etectronic
proxy appointment platforms.

4y By compleling and returning a paper
proxy form,

Votes subrmilted electronically via the
Lurni or Shareview websites, or via the
CREST or Proxymity platforms, (options 1,
2 and 3 above) should be registered by
ng later than 1lam on Friday 1 July 2022
After then, you will no tonger be able to
submit your proxy vote via Sharevicw,
CREST or Proxymity Voting via the

Lumi website will also close at this time,
but will reopen for voting on the day of
the meeting.

Paper proxy votes (option 4 above) must
be received by no later than 11am on
Friday 1 July 2022 Paper proxy forms
are available from Equiniti on request;
you can call our shareholder helpline on
0345 609 0810, or use any of Equiniti's
alternative contact detalls listed on
page 210.

You will be able Lo vote in one of three
ways for each of the resolutions "For”,
“Against” or “Vote Wilhheld” Please note
Lhat a "Vote Withheld" s not a vote in
law and will not be counted in the
calculation of votes “For” and "Against”
each resolution.
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NOTICE OF MEETING 2022

NOTICE OF MEETING 2022
CONTINUED

JOINING THE MEETING AND
VOTING ON THE DAY

You can watch the broadcast live, vote and
ask questions on Lhe day of the meeting
via Lthe Lumi website. Please refer Lo pages
208 to 209 for instruclions on how to join
the mecting and submit your voles and

) of the AGM.
questions on the day.

It is, of course, mportant to us thal we
have the opportunity to hear from you,
our sharcholdars, directly. You witl have
the cpportunily to ask a question live
during the rmeeting by telephone, full
details and instructions will be provided
on the Lurm ACM platform on the day

In 2021, all resolutions were passed at the
meeling with votes ranging from 93.27% to
99.98% in Tavour.

EXPLANATORY NOTES

An explanation of each of the resolutions
to be voted on at the ACM is set oul below
and on pages 201 to 202

If you would like to ask your question

Voting on all resolutions on the day will
be by way of a poll and the Lumi website
will reopen at 930am on Tucsday 5 July
for this purpose Votes can be cast once
the Chairman has declared the poll open

QUESTIONS

On the day, your guestions will be

at the ACM N persen, you can

send us a video recording of

yourself asking your guestion by

ermail to AGMquestionsubmission@
marks-and-spencer.com, to be received
by no later than Sprm on Friday 1 July

VOTING RESULTS

M&S WEBSITE

Our corporate website,
marksandspencer.com/thecompany,
is the principal means we use to
cormrnunicate with our sharenolders.
There is a wealth of information
online including:

posed to the Board by Anita Anand.
Where we reccive a number of guestions
covering the same topic, Anita will group
these to address as many of your queries
as possible.

The results of the voting wili be
announced through a Regulatory
Information Service and will be published
on our website, marksandspencer.com/
thecompany, on 5 July 2022, or as soon
as reasonably praclicable thereafter

A copy of our full Annual Report,
which includes our Strategic Report.

All the latest M&S news, press
releases and investor presentations.

A detailed account of our approach
to corporate governance at M&S,

EXPLANATORY NOTES TO THE RESOLUTIONS

TO RECEIVE THE REPORTS AND ACCOUNTS .I

The Board asks that shareholders receive the Annual Report
and Financial Statements for the 52 weeks ended 2 April 2022,

APPROVAL OF THE DIRECTORS’
REMUNERATION REPORT 2

The Directors’ Remuneration Report sels out the pay and
benefits received by each of the directors for the year ended

2 April 2022.In Line with legislation, this vote is advisory and the
directors' entitlement to remuneration is not conditional on it

ELECTION OF DIRECTORS 3 -1 3

The directors believe that the Board continues to maintain an
appropriate balance of knowtedge and skills and that all the
nen-executive directors are independent in character and
judgement. This follows a process of formal evaluation,
which confirms that each director in office at the time of

the evaluation makes an effective and vatuable contribution
to the Board and demonstrates commitment to the role
{including rmaking sufficient time available for Board and
Committee meetings and other duties as required).

As announced on 10 March 2022, Steve Rowe will stand

down as CEQ on 25 May 2022 as part of a planned succession
prograrmme, Stuart Machin and Katie Bickerstaffe will both join
the Board on 25 May 2022 as CEC and Co-CEQ respectively.
Stuart joined M&S as Food Managing Directer in April 2018
with nearly 30 years’ experience in the food, fashion and
home retait sector, and was appointed joint Chief Operating
Officer in May 2021. Katie previously served on the Board as a
non-executive director from 2018, bringing extensive
experience of digital, retail and operations and leading
consumer-focused businesses She joined the business as
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Chief Strategy and Transformation Director in Aprit 2020 and
was later appointed Chief Operating Officer in May 2021

The Board notes that white Andy Halford has been a
non-executive director for more than nine years, he is

still considered to be independent in both character and
Jjudgement. He has no other significant links to the Company,
and continues o make an effective and valuable contribution.
The Board believes Andy's re-election will provide valuable
continuity during the CEO transition. Further details on the
Board's assessment of Andy’s independence can be found in
the Annual Report on pages 59 and 67.

In accordance with the UK Corporate Governance Code, all
directors will stand far election ar re-election, as relevant, at the
ACM this year Biographies are available on pages 60 and 61 of
the Annual Report, with further details available on our website,
marksandspencer.com/thecompany. It is the Board's view that
the directors’ bicgraphies illustrate why each director’s
contributionis, and continues to be, important to the
Company's long-term sustainable success.

APPOINTMENT AND
REMUNERATION OF AUDITOR

14-15

On the recormnmendation of the Audit Commitiee, the Board
proposes in resolution 14 that Deloitte LLP be reappointed as
auditor of the Company

Resolution 15 proposes that the Audit Committee be
authorised to determine the level of the auditor’s remuneration.
AUTHORITY TO MAKE

POLITICAL DONATIONS 1 6

The Cormpanies ACt 2006 (the 2006 Act™) prohibits companies
from making political donations to UK political organisations or
independent candidates, or incurring UK political expenditure,
unless authorised by shareholders in advance.




EXPLANATORY NOTES TO THE RESCLUTIONS CONTINUED

The Company does not make, and does not intend Lo
make, donaticns to political organisations or independant
election candidates, nor does it incur or intend to incur any
potitical expenditure.

However, the definitions of political donations, political
organisations and political expenditure used in the 2006

Act are very wide. As a result, they can cover activities such as
sponsorship, subscriptions, payment of expenses, paid leave
for employees fulfilling certain public duties, and support for
bodies representing the business community in policy review
or reform.

Shareholder approval is being sought on a precautionary

kasis only, to allow the Company and any company which,

at any time during the period for which this resclution has
effect, is a subsidrary of the Company, to continue to support
the community and put forward its views to wider business and
government interests, witheut running the risk of inadvertently
breaching legislation.

The Board is therefore seeking authority to make political
donations and to incur pelitical expenditure not exceeding
£50,000 in total. In line with best practice guidelines published
by the Investment Association (“IA), this resolution is put to
shareholders annuzlly rather than every four years as required
by the 2006 Act.

RENEWAL OF THE POWERS
OF THE BOARD TO ALLOT SHARES

17

Paragraph (A) of this resclution 17 would give the directors

the authority to atlot ordinary shares of the Company up

to an aggregate nominal amount equal to £6,529,88195
(representing 652,988,195 ordinary shares of £0.01 each).

This amcunt represents approximately one-third (33.33%) of

the Company's issued ordinary share capital as at 24 May 2022,
the latest practicable date befere the publication of this Notice.

in line with guidance issued by the |1A, paragraph (B) of this
resolution would give the directors authority to allot ardinary
shares in connection with a rights issue in favour of crdinary
sharehoelders up to an aggregate nominal amount eqgual to
£13,059,763.91 (representing 1,305,976,391 ordinary shares),

as reduced by the nominal amount of any shares issued under
paragraph {A) of this resclution. This amount (before any
reduction) represents approximately two-thirds (66.66%) of the
Company's issued crdinary share capital as at 24 May 2022,

the tatest practicable date before the pullication of this Notice.

The authorities sought under paragraphs (&) and (B) of this
resolution will expire at the conclusion of the AGM in 2023 or
on 1 October 2023, whichever is sooner. The directors have no
present intention to exercise either of the authorities scught
under this resolution; however, the Board wishes to ensure that
the Company has maximurm flexibility in managing the Group’s
capital resources.

As at the date of this Notice, no shares are held by the
Company In treasury.

AUTHORITY TO DISAPPLY
PRE-EMPTION RICHTS

18-19

Resolutions 18 and 19 are proposed as speciat resolutions. If the
directors wish to allot new shares or other equity securities,

or sell treasury shares, for cash (other thanin connection with
an employee share scheme), company law requires that these
shares are first offered to shareholders in proportion to their
existing holdings.

At last year's AGM, a special resolution was passed, in line with
institutional shareholder guidelines, empowering the directors
to allot equity securities for cash without first offering them to

existing shareholders in proportion to their existing holdings

It is proposed, under resolution 18, that this authority be
renewed If approved, the resolution will authorise the directors
to issue shares in connection with pre-emptive offers, or
otherwise to issue shares for cash up to an aggregate nominal
amount of £879,482.29 {representing 97,948,229 ordinary shares)
which includes the sale on a non-pre-emptive basis of any
shares the Company holds in treasury for cash. This aggregate
nominal amount represents approximately 5% of the
Company's issued ordinary share capital as at 24 May 2022,
being the latest practicable date before the publication of

this Notice.

The Pre-Emption Group's Statement of Principles also supports
the annual disapplication of pre-emption rights in respect of
allotrnents of shares and other equity securities and sales of
treasury shares for cash where these represent no more than
an additional 5% of issued ordinary share capital (exclusive

of treasury shares) and are used only in connection with an
acquisition or specified capital investment. The Pre-Emption
Group’s Statement of Principles defines "specified capital
investment” as meaning one or more specific capital
investment related uses for the proceeds of anissue of equity
securities, in respect of which sufficient information regarding
the effect of the transaction on the Company, the assets the
subject of the transaction and (where appropriate) the profits
attributable to them is made available to shareholders to
enable them to reach an assessment of the potential return.

Accordingly, the purpose of resolution 19 is to authorise the
directors to allot new shares and other equity securities
pursuant to the allotment authority given by resolution 17,

or sell treasury shares for cash, without first being required to
offer such securities to existing shareholders, up to a further
nominal amount of £979,482 29 (representing 97,948,229
ordinary shares), being approximately 5% of the Company’s
issued ordinary share capital as at 24 May 2022, the latest
practicable date before the publication of this Notice. The
authority granted by this resolution, if passed, will only ke used
in connection with an acquisition or specified capital investment
which is announced contemporaneously with the allotment,

or which has taken place in the preceding six-month period
and is disclosed in the announcement of the issue, If the
authority given in resolution 19 is used, the Company will
puilish details of its use in its next Annual Report.

The authority granted by resolution 19 would be in addition

to the general authority to disapply pre-emption rights under
resclution 18. The maximum nominal value of equity securities
that could ke allotted if both authorities were used would be
£1,958,964.59, which represents approximately 10% of the
Company’s issued ordinary share capital as at 24 May 2022,
being the latest practicable date before the publication of
this Notice.

The directors intend to achere to the provisions in the
Pre-Ernption Croup's Statement of Principles and nol to allot
shares or other equity securities or sell treasury shares for
cash on a non-pre-emptive basis pursuant to the authority

in resolution 18 in excess of an amount equal to 75% of the
totalissued ordinary share capital of the Company, excluding
treasury shares, within a rolling three-year period, other than:

(i) with pricr consultation with shareholders; or

(i} in connection with an acquisition or specified capital
investment which is announced contempoeraneously with
the allotment or which has taken place in the preceding
six-month period and is disclosed in the announcement of
the allotment.
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NOTICE OF MEETING 2022
CONTINUED

EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

The direclors have no current intention to allot shares
except in connection with employee share schemes.
These authorities will expire at the conclusion of the AGM
in 2023 or on ¥ October 2023, whichever is sconer.

AUTHORITY FOR THE COMPANY TO
PURCHASE ITS OWN SHARES 20

Authority is sought for the Company 1o purchase up Lo 10% of
its issued ordinary shares renewing the authority granted by
the sharehalders al previous ACMs

The directors have no present intention of exercising the
authority to purchase the Company’s own ordinary shares;
however, this authority would provide them with the flexibility
to do so in the future, if the prevailing market conditions made
such purchases in the best interests of shareholders generatly.

Crdinary shares purchased by the Company pursuant to

this authority may be held in treasury or may be cancelied.

It remains the Company’s intention to cancel any shares it
buys back rather than hold thern in treasury. The Company
currently holds no shares in treasury. The resolution specifies
the rminimurn and rmaxirnurn prices which may e paid for any
ordinary shares purchased under this authority, reflecting the
requirernents of the Listing Rutes

The Company has options outstanding over 110 miltion
ordinary shares, representing 5.62% of the Cornpany’s issued
ordinary share capital as at 24 May 2022, the latest practicable
date befaore the publication of this Notice.

If the existing authority given at the 2021 ACM and the
authority now being sought by this resolution were to be fully
used, these options would represent 6.25% of the Company's
ordinary share capital in issue at that date.

NOTICE OF
GENERAL MEETING Z'I

In accordance with the 2006 Act, the notice period for general
meetings (other than an AGM) is 21 clear days’ notice uniess
the Company:

() Has gained shareholder approval for the holding of general
meetings on 14 clear days notice by passing a special
resolution at the most recent ACM; and

(i) Offers the facility for all shareholders to vote by
electronic means.

The Company would like to preserve its ability to call general
maetings {other tham an AGM)Y on 14 clear days notice. This
shorter notice period would not be used as a matter of routing,
but only where the flexibility is merited by the business of the
meeting and is thought to be in the interests of shareholders
as awhale.

Resolution 21 seeks such approval and, should this resolution
be approved, it will remain valid until the end of the next AGM
This is the same authority as was scught and granted at last
year's AGM

22

SHARE INCENTIVE PLAN RENEWAL

Authority is sought to approve the renewal of the existing
Marks and Spencer Croup plc Share incentive Plan ("SIP™), which
is currently operated to enable employees to buy shares in the
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Company from their pre-tax salary (ShareBuy). The SIP

is a share incentive plan which was originally approved by
shareholders in 2000 and was renewed by shareholders at the
Company's Annual General Meeting in 2012. The Company is
seeking shareholder approval to amend and renew the SIP

to allow awards to continue to be made under it for a further
10 years. The main terms of the 5P are summarised on

pages 206 1o 207 of this Notice,

SECTION 190 TRANSACTION 23

Authority is sought for the Company’'s subsidiary, Marks and
Spencer plc (M&S plc™), to purchase 565,952 A Crdinary Shares
in The Sports Edit Limited ("TSE"), amounting to 4.8% of TSE's
issued share capital from Mr. Justin King {the UK TSE Shares™)

M&S plc acquired 777% of TSE's issued share capilal in February
2022 as part of the Company’s third-party brands strategy for
Clothing & Home, and agreed simultaneously a timetable for
acquiring another 175% from TSE's owner/founder with the
ultimate aim of acquiring 100% of TSE's issued share capital.

The finat 4.8% of TSE's issued share capital is currently owned
by Mr Justin King, a Non-Executive Director of the Company.
As a result, purchase of the JK TSE Shares is conditional on the
passing of this resolution under Section 190 of the Act, as it

is a substantial property transaction as defined in the Act

The Board believe that the 100% acguisition of TSE is a strategic
investment and learning opportunity; the brand is well
positioned in the growing activewear market and has proven
capability in customer segmentation, brand curation and
emerging brand identification. Mr. Justin King has been a
minority shareholder in TSE since 2018, which pre-dates his
appointment as a Non-Executive Director of the Company,
declared his interest in TSE upon appeintrment as a Non-
Executive Director of the Company and did not participate in
any decision-making regarding the acquisition of TSE.

Subject to shareholder approval, M&S plc will acquire the
JKTSE Shares from Mr. Justin King within five business days
of the AGM at a total purchase price of £279,582 This price
amounts to £0.4904 per share, and s the same price per share
at which M&S plc acquired its current 77.7% holding of TSE
pursuant o a share purchase agreement in February 2022,

RECOMMENDATION

Your directors believe that the proposals descrnibed above are
in the best interests of the Company and its shareholders as a
whole, and recommend you give them your support by voting
in favour of all the resclutions, as they intend to in respect of
their own beneficial shareholdings

Yours faithfully,
Nick fomd

Nick Folland General Counsel and Company Secretary
London, 24 May 2022



MARKS AND SPENCER GROUP PLC

NOTICE OF MEETING

Notice is given that the Annual General
Meeting of Marks and Spencer Group
ple (the “Company”) will be held at

and broadcast from Waterside House,
35 North Wharf Road, London W2 1NW,
in accerdance with the information
provided on page 208, on Tuesday

5 July 2022 at 11am (the "ACM™)

for the purpeses set out below.

Resolutions 1te 17 and 22 to 23 will

be proposed as ordinary resolutions, and
resolutions 18 Lo 21 will be proposed

as special resclulions.

1. To receive the Annuzl Report and

Financial Statements for the 52 wecks
ended 2 April 2022.

2. To approve the Directors’ Remuneration

Report for the year ended 2 April 2022,
as sct oul on pages 95 to 107 of the
Anrual Report

To re-clecl the following directors who are
seeking annual re-cleclion in accordance
with the UK Corporate Governance Code:

3. Archie Norman

4. Eoin Tonge

5. Evelyn Bourke

6. Fiona Dawscn

7. Andrew Fisher
8. Andy Halford

9. Tamarz Ingram

10. Justin King

5 JULY 2022

16. POLITICAL DONATIONS

To resolve Lhat, in accordance wilh Section
366 of the Cornpanics Act 2006, the
Company, and any company which, at any
time during the period for which this
resolution has cffect, 1s a subsidiary

of the Company, be and are authorised to

(A} make political donations Lo poulical
parties or independent clection
candidates, not exceeding £50,000
in total;

(B} make political donations to political
organisations other than political
parlics, not exceeding £50,000 in
total, and

(C) incur pelitical expenditure not
exceeding £50,000in total;

provided that the aggregate amount of
any such donations and expenditure shall
not exceed £50,000, during the period
beginning with the date of the passing

of this resolution and ending at the
conclusion of the ACM to be hetd in 2023
or on | October 2023, whichever 1s sooner.

For the purpose of this resolution, the
terms “political donations”, ‘political
parties”, “independent election
candidates”, "political organisations”
and "political expenditure” have the
rmeanings set out in Sections 363 Lo
365 of the Companies Act 2006.

17. DIRECTORS’ AUTHORITY
TO ALLOT SHARES

11. Sapna Sood

To clect the following directors appointed
Lo the Board since the last Annual
General Meeling:

12, Stuarl Machin

13. Katie Bickerstaffe

14, To resolve that Deloitte LLP be, and
15 hereby, reappointed as auditor of

the Company to hold office until the
conclusion of the next general meeting
at which accounts arc laid before

the Cempany.

15. To resolve that the Audit Committee
determine the remuneration of the
auditor aon behalf of the Board.

marksan

dspencer.com/thecompany

To resolve that the directors be and are
authorised generally and unconditionally
to exercise all the powers of Lhe Company
to allot shares in the Company and to
grant rights to subscribe for or convert
any security intc shares in the Company:

(A) Up toa nominal amount of
£6,529,88195 (such arnount to be
reduced by any allotments or grants
made under paragraph (B) below
N cxcess of such sumy; and

(BY Comprising equity securilies
(s defined in Section 560(1) of
Lthe Companies Act 2006) up to a
nominal ameunt of £13,059,763 9t
{such amount 1o be reduced by any
allotments radc under paragraph
{A) above) in connection with an
offer by way of a nghts issuc:

{1} To ordinary sharcholders in
proportion {as nearly as may be
practicable} to their existing
holdings; and

{ii) To holders of other equity
secunities as required by the
rights of those sccurities or
as the direclors otherwise
considoer Necessary;

and so that the directors may impose

any Limits or restrictions and make any
arrangements which they consider
necessary or appropriate 10 deal with any
treasury shares, fractional entitlements,
record dates, legal, regulatory or practical
problems in, or under the laws of, any
territory or any other matter.

The authorities conferred on the girectors
to allot securitics under paragraphs (A)
and (B) will expire at the conclusion of the
ACM of the Campany to be held in 2023 or
on 1 October 2023, whichever is sooner,
unless previously revoked or varicd by the
Company, and such authority shall extend
to the making before such expiry of an
offer or an agreement that would or might
require relevant securities to be allotied
after such expiry, and the directors may
allot relevant securities in pursuance of
that offer or agreement as if Lthe aulhorily
conferred hereby had not expired.

18. GENERAL DISAPPLICATION
OF PRE-EMPTION RICHTS

To resolve as a special resolution that,
subject to the passing of resolution 17, the
directors be empowered to allot equity
securities (as defined in the Companies
Act 2006} for cash under the authority
given by that resolution 17 (sct out in this
Notice of Meeting), and/or to scll ordinary
shares held by the Company as lreasury
shares for cash, as if Section 561 of the
Companies Act 2006 did not apply Lo any
such allotment or sale, provided that such
authority be limited:

(A) totheallotment of equity securilies
and sale of freasury shares in
connection with an offer of, or
invitation to apply for, equity
securities (bhut in the case of the
authority granted under paragraph
(B} of resolution 17, by way of a rights
1ssue only):

(i) to ordinary shareholders in
proportion (as nearly as may be
practicable) to their existing
holdings; and

{ii} Lo holders of other equity
securitics as required by the
rights of those securities or
as the directors otherwise
consider necessary,

Annual Report & Financial Staterments 2022 203



MARKS AND SPENCER GROUP PLC

NOTICE OF MEETING 5 JULY 2022

CONTINUED

and so that the directors may iImpose

any Urnits or resinctions and rnake ary
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractionai entitlements,
record dates, legal, regulatory or practical
problemns in, or under the laws of, any
territory or any other matler, and

(B) inthe case of the authority granted
under paragraph {(A) of resclution 17
and/or in the case of any salc of
treasury shares, to the aliotment of
equity securitics or sale of treasury
shares (otherwise than under
paragraph (A) above} up to a nominal
amount of £979,482 29;

and shall expire at the conclusion of the
ACM 1o be held in 2023 or on Y Oclober
2023, whichever 1s soorer (Unless
previously revoked or varied by the
Company in general meeting), provided
that the Company may before that date
rmake offcrs, and enter Into agreements,
which would, or might, requirc equity
securities to be allotted (and treasury
shares to be sold) after the authority
ends and the dircctors rmay allot equrty
securities (@nd scll treasury shares)
under any such offer or agreement

as if the autharity had not ended.

19. ADDITIONAL DISAPPLICATION
OF PRE-EMPTION RIGHTS

To resolve as a specialresolution that,
subject to the passing of resolution 17,
the dircctors be empowcered in addition
Lo any authornity granted under resolution
18 to allot cquity securities (as defined in
the Companies Act 2006} for cash under
the authornily given by that resclution 17
{set out in this Notice of Meeting) and/or
to sell ordinary shares held by the
Company as treasury shares for cashasif
Section 561 of the Comparics Act 2006
did not apply to any such allotrment or
sale, provided that such authority be

{A) limited to the allotment of equity
securifies or sale of treasury shares
up to a nominal amount of
£979,482.29, and

{B) used only for the purposes of
financing (or refinancing, if the
authonly is 1o be usod withim s
months after the original transaction}
a transaction which the directors
of the Company determime 1o
be an acquisition or other capital
investrment of a kind conternplated
by the Statement of Principles on
DCisapplying Pre-Emption Rights
most recently published by the

204  Marks and Spencer Croup plc

Pre-Emption Group prior Lo the date
of this Notice of Mecting;

and shall expire at the conclusion of

the AGM to be held in 2023 or an

1 Octobker 2023, whichever is sooner
(Unless previously revoked or varied

by the Company in general meeting),
provided that the Company may before
that date make offors, and enter into
agreernents, which would, or might,
require equily securities to be allotted
(@nd treasury shares to be sold) after the
authority ends and the dircctors may allot
cquity securities (and sell treasury shares)
under any such offer or agreement as if
the authority had not ended.

20. COMPANY’S AUTHORITY TO
PURCHASE ITS OWN SHARES

To resolve as a special resolution that the
Company is authorised for the purposes
of Section 701 of the Cormpanies Act 2006
Lo make one or more market purchases
(as defined in Section 693(4) of the
Cornpanies Acl 2006) of its ordinary
shares of Q01 cach, such power to

be imited:

(A) toa maximum number of
195,896,459 ordinary shares,

{B) by thc condition that the minimum
price which may be paid for an
ordinary share is £001 and the
maximum price which may be paid for
an ordinary share is the highest of.

(i) anarmount equalto 105% of Lthe
average markel value of an ordinary
share for the five business days
immediately preceding the day
on which that ordinary share s
contracted to be purchased, and

(i) the higher of the price of the last
ndependent {rade of an ordinary
share and the highest current
wdependent tid for an ordinary
share on the trading venue where
the purchase is carmed out;

N each case, exclusive of expenses, such
power to apply until the end of the AGM
to be held in 2023 or until 1 Octoger 2023,
whichever 1s socner, but in each case

so that the Company may enter into a
contracl to purchase ordinary shares
which will or may be completed or
exccuted whotly or partly after the power
ends and the Company may purchase
ordinary shares pursuant to any such
contract as if the power had not ended.

21. CALLING OF GENERAL MEETINGS
ON 14 DAYS’ NOTICE

To resolve as a special resolution that a
ganeral meeting other than an Annusl
Generatl Meeting may be called on no
fewer than 14 clear days' notice.

22. RENEWAL OF SHARE
INCENTIVE PLAN

To resolve that the amendment and
renewal of Lthe amendod Marks and
Spencer Oroup plo Share incontive Plan
{the “SIP"}, the principal terms of which are
summarised on pages 206 to 207 of this
Notice and the amendaed rules of which
are produced to this meeting, be
approved and the directors of the
Company authorised:

{A) to continue to operale the SIP and
do allacts and things they consider
necessary or desirable to implement
and give effect Lo the SIP; and

(B) to cstablish further plans based on
the SIP but modified to take account
of local lax, exchange control or
securities laws In overseas Lerritories,
provided that any shares made
available under such further plans are
treated as counting against the Umits
on individual or overall participation
inthe SIP

23. SECTICN 190 TRANSACTICN

To resolve that the purchase by the

Company's subsidiary, Marks and Spencer

ptc, of 48% of The Sports Edit Limited's '
issued share capital for the sum of

£279,587 from Mr. Justin King, being a

Non-Exccutive Director of the Company,

be approved in accordance with Section

190 of the Companies Act 2006.

By order of the Board

Nick Folland Ceneral Counsel
and Company Secretary

London, 24 May 2022

Registered office Waterside House,
35 North Wharf Road, London W2 iNW.

Registered in England and Wales
MNo 4256886.



NOTES

1. Biographies of the directors secking
election (or re-election) are given in the
Annual Report on pages 60 and 61,
including ther membership of the
principal Committees. The terms of the
current directors' service centracts

are such that all executive director
appointments may be terminated by the
Company giving 12 months' notice and by
the individual giving six months' notice;
non-executive directors have agreements
for service which can be terminated on
three monrhs' nofice ny eifher party:

the Chairman has an agreement for
service which requires six months’

notice by either party.

2. Regislered sharcholders: Members are

entitled to appoint a proxy to exercise all
or any of thair rights to atlend, speak and
vote an their behalf at the AGM. Members
may appoint more than oneg proxy in
relation to the ACM, provided Lhat each
proxy is appointed to exercise the rights
attached to a different share or shares
held by that shareholder A proxy need
not be a sharcholder of the Company.

To request one or more paper proxy forms
{to appoint morc than one proxy), please
contact our sharcholder helpline on

0345 609 0810. Please indicate the number
of shares in relalion to which each proxy

is authorised to act in the box below the
proxy holder's name. Please also indicate
if the instructicn is one of multiple
instructions being given, and I a proxy

is being appointed for less than your full
entitlement, please enter the number

of shares in relation to which cach such
proxy is entitled to act in the box below
the reievant proxy holder's name. The
proxy form assumes you wish Lo vete on
all your shares in the same way. To vote
only part of your holding or te vote some
shares one way and some another, please
contact the shareholder helpline. All proxy
forms must be signed and should be
returned together,

3. If you would like to submit your vote
electronically in advance of the ACM, you
can do 50 by accessing the Lumi website,
https://web.lumiagm.com/124-849-127
Instructions are available on page 209

of this Notice Alternatively, you can
subrmit your instruction by visiting
shareview.co.uk. All advance proxy votes
regardless of how they are cast are to be
returned by 1arm on Friday 1 July 2022

If you return paper and electronic
instructions, those rececived last by the
Registrar before 11am on Friday 1 July
2022 will take precedence Electromnic
communication facilities are avalable

1o all shareholders and those that use
them will not be disadvantaged

4. In the casoe of joint holders, where more
than one of the jeint holders purports to
appoint a proxy, only the appointment
submitted by the most senior holder witl
be accepted. Seniority is delerminad by
the order in which the names of the joint
holders appear in the Company's register
of members in respect of the joint holding

5. Votes submitted in advance of the
meeting using the Lumi website will
conslitute an instruction te appoint the
Chairrnan ol Lhe miesting as proxy The
shares covered by the instruction will be
voted as directed by the shareholderin
rospecl of the resolutions referred to in
this Notice of Meeting at the meeting
and at any adjournment of it.

6. To be valid, any proxy form or other
instrurment appeoinling a proxy must

be received by post (during normat
business hours only) or by hand al Equiniti,
Aspect House, Spencer Road, Lancing,
West Sussex BN99 6DA na later than 11am
on Friday 1 July 2022.

7. The return of a completed paper proxy

foren, other such instrument or any
CREST proxy instruction (as described in
paragraph 15 on the following page) will
not prevent a shareholder voting later if
they wish to do so. You must inform the
Company's Registrar in writing of any
termination of the authority of a proxy

8. Indirect sharcholders: Any person to
whom this Nolice is sent who is a person
nominated under Scclion 146 of the
Companies Act 2006 to cnjoy nformation
rights {a "Nominaled Person™ may,

under an agreement between them and
the shareholder by whom they were
nominated, have a right to be appoinied
{or to have someone else appoinled) as a
proxy for the AGM. if a Nominated Person
has no such proxy appointment nght or
docs not wish to exercise it, they may,
under any such agreement, have a right
Lo give instructions to the shareholder

as to the exercise of voting rights.

9. The statement of the rights of
shareholders in relation to the
appointment of proxics in paragraphs 2 to
7 does not apply to Nominated Persons.
The rights described in these paragraphs
can only be exercised by sharcholders of
the Company.

10. Nominated Persons arc reminded that
they should contact the registered holdoer
of ther shares (znd not the Company}

on matters relating to thair investments
in the Cormpany

(the first-named being the most senior).

M Tn he entitled (o join the meeting,
submit questions and vote (and for the
purpose of the determination by the
Company of the voles they may cast),
sharcholders must be cntered on the
Register of Members of Lhe Company

by 6.30pm on Friday 1 July 2022 (or, in the
cvent of any adjicurnment, 6.30pm

on the dale which is two woerking days
prior to the adjourned meeting). Changes
Lo the Register of Membors afler the
relevanrt deadline shall be disregarded in
determining the rights of any person

Lo Join, submit questions and vote at

the meeting.

12. The following documents are available
for inspection at an agreed time at the
Company's regisiered office: Waterside
House, 35 North Wharf Road, London

W2 INW Email company.secretary@
marks-and-spencer.com during normal
business hours on any weckday
(excluding public holidays).

{i) Copiesof the executive directors’
service contracts.

(i) Copies of the non-executive directors'
letters of appointment.

(i) Copies of the directors Deeds
of Indemnity.

(iv) A copy of Lthe Articles of Association
of the Company

(v} A copyof the amended rules of the
Marks and Spencer Croup pic Share
Incentive Plan.

Copies of these documents will also be
available at the ACM upon request, from
9.30am on the morning of the AGM

until the meeting's conclusion. A copy
of (v} above will also be available for
nspection on the National Storage
Mechanism at https://data.fca.org.uk/#f
nsm/nationalstoragemechanism from
the publication date of this document.

13. Shareholders are advised that, unless
otherwise specified, the telephone
numbecers, website and email addresses
sel out in this Notice or proxy forms are
not Lo be used for the purpose of serving
information or documents on the
Company, including the sorvice of
docurnents or information relating to
croceedings at the Company's AGM.

14. As at 24 May 2022 {the latest
practicable date before the publication
of this Ngtice), the Company’s issued
share capital consists of 1958964586
ordinary shares carrying onc vote cach.
No sharcs are hetd in treasury. Therafore,
the total voting rights in the Company
as at 24 May 2022 are 1,958964,586.
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NOTES CONTINUED

15. CREST membars who wish to appoint

a proxy or proxies through the CREST
electronic proxy appointment service may
do so for the AGM and ary adjournment
thercof by using the procedures described
in the CREST manual. CREST personal
members or other CREST-sponsored
mermiers, and those CREST members who
have appointed a service provider, should
refer to their CREST sponsor or voting
service provider, who will be able to take
the appropnate action on thew behalf

16 For a proxy appomtment or mstructlon
made using the CREST service to be valid,
the appropriate CREST message (@ "CRFEST
proxy instruction™} must be properly
authenlicated in accordance with
Euroclear UK & Ircland Lirmited's
specifications and must contam the
information required for such instruction,
as described in the CREST manual
{available via euroclear.com). The
rnessage, regardless of whether it
constitutes the appointrment of & proxy or
15 an amendment to the mstruction given
to a previously appeointed proxy must, in
order 1o be valid, be transmitted so as to
be received by Eguiniti (ID RA19) by 1lam
on Friday 1 July 2022 For this purpose, the
time of receipt will be taken to be the time
(as determined by the time stamp applied
to the message by the CREST Applcation
Host) from which Equiniti is able to retrieve
the maessage by enquiry to CREST inthe
manner prescribed by CREST. After this
time, any change of instructions to proxies
appointed through CREST should be
communicated to the appointee through
othor moans,

17. CREST members and where apptucabL
their CREST sponisors, or voting service
providers should note that Euroclear UK &
Ireland Limited docs not make available
special procedures in CREST for any
parlicular message Normal systemn
timings and limitations will, therefore,
apply in retation to the input of CREST
proxy instructions It is the respansibility
of the CREST member concerned to

take (or, if the CREST member is a CREST
personal membper, of sponsored memiber,

or has appointed a voting service providor,
to procure that their CREST sponsor or
voling service provider(s) take(s)) such
action as shall be necessary to ensure that
a message is transmitted by means of the
CREST system by any particular time.

In ihis connection, CREST members and,
where applicable, their CREST sponsors

or voting system providers are referred in
particular Lo those sections of the CREST
manual concerning practical limitations

of the CREST system and Ummgs

18. Tho Company may treat as Inva |d a
CREST proxy instruction in the
circumstances set out in Regutation
35{5)(a) of the Uncertificated Securitics
Regukat;or\s 200\

19.1f you are an |nst|tut|onat mvcstor

you may be able to appoint a proxy
eletiromcally wa the Proxyrity platform,
a process which has been agreed by
the Company and approved by the
Registrar. For further information
regarding Proxymity, please go to
www.proxymity.io. Your proxy must be
todged by 11am on Friday 1 July 2022 .in
order lo be considered valid Before you
can appoint a proxy via this process you
will necd to have agreed to Proxymity's
associated terms and conditions. It is
important that you read these carefully
as you will be bound by them and they
will govern the clectronic appointment
of your proxy

20. Any corporatlon that 15 a member
can appoint oNg or more corporate
representatives who may exercise on
its behalf all of its powers as a member,
provided that they do not do soin
reLatlon lo the  same shares

2'I Under Sectlon 527 of the Compameq
AcCt 2006, members mecting the threshold
requirerments sct out in that section

have the night to require the Company to
publish on a website a staternent sctting
out any matter relating to

(i) the audit of the Company's accounts
(including the auditor's report and the
conduct of the audit) that are to be
laid before the ACM: or

{ii} any crcumstance connected with
an auditor of the Company ceasing
to hold office since the previous
rmeeting al which annual accounts
and reports were taid In accordance
with Section 437 of the Companies
Act 2006

The Company may not require the
shareholders requesting any such websitc
publication to pay its expenses 0
complying with Sections 527 or 528 of
the Companies Act 2006. Where the
Company is required to place a stalement
on a website under Section 527 of the
Companics Act 7006, it must forward the
stalement to the Company's auditor no
later than the time when it makes the
stalement available on the website, The
business that may bo deall with at the
ACM includes any statement {hat the
Company has been required to publish
on & website under Section 527 of the
Compamcs Act 2006

22, Any mcmber;om ing the meetlng has
the right Lo ask questions. The Company
must cause to be answered any such
question relating to the business being
dealt with at the moecting but no such
answor need be given i

(i} todo sowouldinterfere unduly
with the preparation for the mecting
or involve the disclosure of
confidential inforrmation;

{ii) the answer has already been given
on a website In the form of an answer
Lo a question, of

{iii} it s undesirable in the interests
of the Company or the good order
of the meeting that tho question
be answered

23 A copy ofthls Notlce amd other

information required by Section 311A of
the Companies Act 2006, can be found
at marksandspencercom/thecompany

24 Please see the letter dated 24 May
2022 from the General Counsel and
Company Sccretary on pages 199 to 200
for further explanator y notes,

SUMMARY OF PRINCIPAL TERMS OF MARKS AND SPENCER GROUP PLC SHARE INCENTIVE PLAN

1.1 GENERAL

The Marks and Spencer Group plc Share
Incentive Plan (the "SIP7) was oniginally
approved by shareholders in 2000 and
subseqguently adopted by the Company in
2003 Sharchoider approval was oblained
at the Company’s Annual Cenerat Meeting

206 Marks and Spencer Group plc

or 10 July 2012 to renew the SIP and the
Company 1s seeking sharcholder aporoval
to amend the rutes of the SIP to allow
awards to be made under the SIP untd

5 July 2032, being the tenth anniversary
of the Annual Ceneral Mesting te be held
on 5 July 2022

The 5IP has been designed to mect the
reqguirernents of a tax advantaged share
incentive plan under Schedule 2 of the
income Tax (Earnings and Pensions) Act
2003 so that shares in the Company can
be provided to UK amployees in 3 tax
efficient manner The Company currently
operates the SIP to prowde employees




SUMMARY OF PRINCIPAL TERMS OF MARKS AND SPENCER GROUP PLC SHARE INCENTIVE PLAN CONTINUED

with the opportunity to buy shares from
pre-tax salary under the SIP (ShareBuy),
although it may decide t¢ operate other
elements of the SIP in the future,

1.2 OPERATION

The SIP operates In conjunction with a
trust and contains three elements.

The Company will decide which (if any)
of these elements will be offered to
cmployees, provided that awards of
shares may Not be made under the SIP
after 5 July 2632, The three elements are:

(A) ‘Free Shares’ which may be allocated
to an employee by the Company. The
rmarket value of Free Shares allocated
to an employee inany tax year may
not exceed £3,600 or such other limit
as may be permitted by Lhe relevant
tax legislation. Free Shares must
be allocated on the same terms,
although thay may be provided on
the basis of remuneration, length of
service or hours worked, or on the
basis of the performance targets,
within the limits specified by the
relevant legislation.

(B) ‘Partnership Shares’, which an
employee may purchase out of their
pre-tax earnings The market value
of Partnership Shares which an
employee can agree to purchase in
any tax year under current tax
legislation may not exceed £1,800 (or
10% of an ernployee’s salary if lower)
Partnership Shares are purchased
on behall of an employee by the
trustees of the SIP (the "Trustees”).
The funds used to purchase shares
will be deductled from the employee’s
salary Funds deducted from salary
will be held on the crmployee’s behall
until they are used to buy Partnership
Shares. The funds may be used to buy
Partnership Shares shortly following
deduction, or accumulated for up to
12 months kefore they arc used to
pbuy Fartnership Shares in which case
shares may be acquired at the lower
of the market value of the shares al
the beginning or end of the
accumulation period.

(C) ‘Matching Shares’ which may be
allocaled to an employee by the
Company following a purchase of
Partnership Shares. Matching Shares
are addittonal free shares, The
rmaximurn number of Matching
Shares which the Company can
allocate to an employee following a
purchase of Partnership Shares by
the employee is two Matching Shares
for every ane Partnership Share
purchased by the employee, or such
higher limit as may be permitted by
Lhe relevant legistation, There is no
minimum ratio of Matching Shares
which the Company must provide

following a purchase of Partnership
Shares The same ratio will apply to all
employees who purchase Partnership
Shares under the SIP at that time.
Benelits provided under the SIP are
nol pensionable.

1.3 ELIGIBILITY

\When it operates the SIP, Lthe Company
miust offer all UK tax-resident employoees
of the Company and subsidiaries
participating in the SIP the opportunity
to participate in the SIP and may extend
the invitation to other employees meeting
the legislative requirernents. The
Company may require employees to
have completed a minimurn gualifying
period of employment before they can
participale but that period must not be
more than, broadly, 18 months prior Lo
shares being awarded.

1.4 SOURCE OF SHARES

The Trustees may either subscribe for
new shares, acguire treasury shares or
purchase shares in the market for the
purposes of the SIP. The money to buy
sharcs will be provided either by the
employee's employing company or, in
respect of the acquisition of Partnership
Shares, by the employees. No new shares
will be issued under the SIP where such
issue would cause the number of shares
which have been or may be issued
pursuant to awards made (including
options granted) under all emptoyce share
plans adopted by the Company over the
preceding 10-year period to exceed 10%
of the Company’s issucd ordinary share
capital from time to time. Treasury shares
will count as new issue shares for the
purpose of this limit unless institutionat
investor bodies decide that they need not
count. Options or awards which lapse are
excluded from this Limit.

1.5 RETENTION OF SHARES

The Trusteecs will initially hold all Free
Shares or Matching Shares allocated to
employees and any Partnership Shares
acquired on the employees’ behall
Employees can withdraw Partnership
Shares from the SIP trust at any time.
Free Shares and Matching Shares held
by employees will be subject 1o a
requiremnent that the shares are held by
the Trusteoes for a period after the initial
allocation, This period will be notified to
employces at the time of allocation and
will nol normally be for less than three
years or mere than five years. The SIP may
provide that if an employee ceases to be
employed by a Group company wilhin
three years of being allccated Free Shares
or Matching Shares (or such other period
as the Company may specify), their
rights to thaose shares will be forfaited.
However, in certain circumstances, for

example death, injury, redundancy,
transfer of the employing business or
company or retirement, employees will
retain any Free Shares and Matching
Shares. The SIP may similarly provide that
Matching Shares will be forfeited if the
corresponding Partnership Shares are
withdrawn within up to three years. Special
provisions apply in accordance with the
relevant legislation in the event of certain
corporate (ransactions

1.6 DIVIDENDS ON SHARES HELD
BY THE TRUSTEES

Where ordinary shares are held by

the Trustees for partictpants in the

SIP, the participants will be treated as
the beneficial owners of the shares.
Some or all of any dividends received in
respect of shares held by the Trustees
may be used Lo acquire additional shares
for employees which must normally be
held in the SIP for a period of Lhree vears
or otherwise dividends may be distributed
Lo employees.

1.7 ALTERATIONS TO THE SIP

The SIP may at any Lime be altered by the
directors in any respect, provided that Lhe
prior approval of sharcholders is obtained
for alterations to the advantage of
participants to the rules governing
eligibility, the individual lmits on
participation, the overall imits on the
issuc or shares or transfer of treasury
shares, the basis for delermining a
participant’s entitlement to, and terms

of, shares provided under the SIP and any
adjustments which may be made in the
event of 2 variation of capital, except

for minar alterations (o benefit the
administration of the SIP, to take account
of a change in legislation or to cbtain or
maintain favourable Lax, exchange control
or regulatory treatment for participants or
Group companies.

As proviously authorised by sharehalders,
the Company may also establish plans
based on the SIP to take account of local
tax, exchange control and sccuritics laws
in oversecas Jurisdictions provided that any
shares madce available under such further
plans are treated as counting against the
limits on individual or overall participation
in the SIP.
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MARKS AND SPENCER GROUP PLC

NOTICE OF MEETING 5 JULY 2022
CONTINUED

INFORMATION FOR THE DAY

208

TIMINGS @

LOGGING IN

VOTING

Date: Tuesday 7 Juhe 2022

9:00am Registration opens for
vote casling and question
subrmission in advance of
the rmeeting.

Date: Friday 1 July 2022

11:00am Opportunily Lo submit, votes
and guestions in advance of
the meeting closes.

Date: Tuesday 5 July 2022

9.30am Cnline meeting opens and
question submission reopens.

11.00am ACM begins and you will
be able to vole ance the
Chairman declares the
poll open.

1.00pm ACM closcs. The results of

approX. the poll will be released
to the London Stock
Exchangc once collated

PHYSICAL ATTENDANCE

Following the continued success

of the Company's digital ACMs, this
year's meeting will once again be
fully digitally-enabled Sharehotders
are advised not Lo travel to the
venue on the day Please refer to the
foliowing information and the user
guide provided on page 209 for
details of how to join and participate
in the meeting electronically.

ELECTRONIC
PARTICIPATION

Shareholders arc cncouraged to
view and participate n the 2022 AGM
electronically. This can be done by
accessing the ACM website https:/f
web.lumiagm.com/124-849-127

ACCESSING THE
AGM WEBSITE —

Lurmi AGM can be accessed online
using maost well-known internet
prowsers such as Chrome, Firefox
and Safar ana PC, laptop or
internet-cnabled device such as a
tablet or smartphone. If you wish to
access the ACM using this method,
please go to https:/fweb lumiagm.
com/124-849-127 on the day.

Marks and Spencer Group plc

Ce to https;//weblumiagm.com/124-
849-127 where you will then be
prompled lo enter your Sharcholder
Reference Number and PIN. These can
be found printed on your Notice of
Availability or Voting Card sent to you by
post. Access to the AGM website to vote
and sulbmit questions in advance will be
avalable from 9am on 7 Junc 2022 until
Tlam on 1 July 2022. Access to the ACM
website will reopen to participate on the
day from 930am on 5 July 2022.

QUESTIONS @

You are able Lo submit questions

tve during the meeting on the Lumi
website by clicking on the "Moessaging”
button There will alsc be details and
instructions on the Lurmi website if
you would like to ask a question lve
by telephone

Alternatively, you can subrmit questions
in advance via Lumi - a step-by-step
guide 1o voting and guestion
submission nadvance and on

the day 15 on page 209

Asnoled in the Company Sccrotary’s
{leller on pages 199 ta 200 of this
Notice, Anita Anand will be posing your
questions to the Board during the
meeting If you would Uke Lo ask your
guestion in person though, you ¢an
submit your recorded video quastion
by email to AGMquestionsulbmission@
marks-and-spencer.com, 10 be
recewed by no later than 5pm on
friday 1 July 2022 Please ensure that
your question recording Lasts no
longer than one minute, so that we
can hear from as many sharcholders
as possible By submitting a video
guestion, you consent to your wideo
being played during the ACM
broadcast: please note that the

ACM recording will be made publicly
available on our corporate website
after the meeting.

Sharcholder guestions and answers will
be published on the corporate website
as soon as practicable after the
meeting Where we reccive a number
of questions covenndg the same topic,
we will publish summanised guestions
and answers addressing as many
questions received as possible.

f you're voting live during the
meeting, the voting options will
appear on the screen after the
resolutions have been proposed.
Press or click the option that
corresponds with the way in which
you wish Lo vote “For”, "Against”

or "Withheld”

If you make a mistake or wish 1o
change your voting instruction,
simply press or click the correct
choice for that resolution until the
pollis closed. If you wish to cancel
your “live” vote, press "Cancel”

Please note that an active internet
connection is required Iin arder to
successfully cast your vote when
the Chairman commences polling
on the resolutions. It s your
responsibility to cnsure connectivity
for the duration of the mecting

Advance voting is also available
from 7 June 2022, and delails on the
different methods for voting in
advance are set out inthe Company
Secretary’s lettor on pages 199 to
200 of this Notice,

A step-by-step guide to voting via
the Lumi websile Uve on the day,
and in advance, 1s on page 209

PROXIES & CORPORATE
REPRESENTATIVES

If you are a duly appointed proxy
or corporate representative,
please contact the Company's
Registrar, Equiniti, before 11am on
Monday 4 July 2022 by emaiing
hybrid.help@equiniticom, for your
unigue username and password to
Join the meeting Please ensurc a
valid proxy gppointrment has boen
rmade by no later than the voting
deadlne detalled on page 199

Mallboxes are monitored 9 00am to
5 00pm Monday to Friday {excluding
public holidays in England & Wales)



ONLINE USER GUIDE TO THE ELECTRONIC 2022 ANNUAL GENERAL MEETING

LUMI AGM PLATFORM GUIDE: BEFORE THE AGM
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o Go to httpsi/fweb.lumiagm.com/124-849- e fo cast a proxy vote, select the voting e To vote, select yoar voting airection
127. You wili be prompted to enter your button at the too of the screen, The from the options shown on screen
Shareholder Reference Numper {"SRN™) resolutions and voling choces will be To change your mund, simply seicct a
and PIN, ooth of which can be found on displayved within the navigation bar different option
yuur Nolice ol Availlability 1T you do not Further instructions on how to vote Note Proxy voting wil close at 11am
have your SRN, please contacl Equimbi can be found on the Home Page and on Friday 1 July 2022
by emaiing hybrid. help@equiniti.com al tne top of the voting page

guoting your full name and address When
successfully authenticated, shareholders
will be taken to the Home Page

e Scroll down the full st of resclutions and If you would like to change your @ During the proxy voting period,

vote on each, Onge completed, at the ming, you can do so by clucking shareholders can submit a question by
bottom of the page, select the “Submit” “Edit Responses” typing It into the "Messaging” feature
button to send your vote

LUMI AGM PLATFORM GUIDE: ON THE DAY
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o The AGM will commence at 11am on @ The meeting presentation will begin at the When the Chairman dec.ares the poll
Tuesday 5 July 2022.1t can be accesscd start of the AGM, when the Broadcast open, alisl of all resclutions and voting
through the same platform https:)/fweb, Panel will automatically appear al the choices will appear on your device. Scroll
lumiagm.com/124-849-127 You will be side of the screen. You can expand ana through the Ust to view ail resolutions
prompted to enter your SRN and PIN, minimise the screen by pressing the
both of which can be found on your Broadcast arrow at the top of Lhe page
Notice of Avallability

_
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R \ toeme
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Ju— — s
For cach resolution, select the choice You can vote for all motions at the same @ W you would Like to ask a gueslion, select
corresponaing with Lthe way in which time by clicking on the "Vote All" girection the messaging option In the navigation
you wish to vote When selected, a button at the too of the page. You wll still Isar at the top of the page. Type your
confirmation message wili appear be able to change your mind on indwidual rmessage wilhin the chat box at the top
To change your mind, sSiMply press motiens if using Lhis feature of the messaging screen Click the send
tne correct cnoce which will override butlonto submit

your previaus sewection To cancel
your vote, oress "Cancel”
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SHAREHOLDER INFORMATION

ANALYSIS OF SHARE REGISTER

Ordinary shares

As at 2 April 2022 the Company had 141,039 registered holders of ordinary shares. Their shareholdings are analysed below. L should
be noted that many of our private investors hold their shares through nominee cormpanies, thercfore, the actual number of shares
held privately will be higher than indicated below.

Porcentage Number of Percentage

MNuTber ot of rotal ordinary of Issaed

Range of sharehoding shoreholder. shareholders shares snare caoilal
1500 e —_— . o fabee 284 13g33pe8 00
501-1000 g ismoesl G99
1,001-2,000 1453 29,273,285 1.49

2
280110006

10,001-100000

1991

28]
120

14,039 100 1958,905,344 100

Percentage Nurnber of Percentage

Sumnber of of tetal ordinary of issued

Category of snareholosr sharcholders snarcholoers shares sn27C cap-lal
Ffrivate - 137808 B 9771 152,855,826 780
Institutional and corporate e 383229 1806048518 9220
Total 141,039 100 1,958,905,344 100

USEFUL CONTACTS

Marks and Spencer Group plc
Registered Office

Waterside Housc

35 North Wharf Road

London W2 TNW

Telephone +44 (3320 7935 4422
Registered in England and Wales
(no. 4256886)

General queries
Customer queries (333 014 8555
Shareholder queries 0345 609 0810

Or email
chairman@marks-and-spencer.com

Registrar/shareholder queries
Equiriti Lirmited, Aspect House,
Spencer Road, Lancing, West Sussex
BN9S 6DA, United Kingdom
Telephone 0345 609 0810 and oulside
the UK +44 (0121 415 7071

Online: help.shareview.co.uk

{from here, you will be able to securely
email Equiniti with your enquiry).
Students

Please note, students are adwvised to
source information frorm our website.

Additional documents

Aninteractive version of our
Annual Report 15 available online at
marksandspencer.com/annualreport2022

Additicnally, the Annual Report

(which contains the Strategic Report)

is avallable for download in pdf format at
marksandspencer.cem/annualreport2022,

General Counsel and
Company Secretary

Nick Folland

2021/22 FINANCIAL CALENDAR AND KEY DATES

5 July 2022

12 January 2023’

__Annual General Meeting (11am)
. Results Half Year’

Results, Quarter 3 Trading Update!

t Thosewno have reg storeas far eectran © cormmunicat on or news o 0rts at marksandspencercomfthecompany x free o s b oy abwe s b s s anh

* Zrovis onal dates
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SHAREHOLDER QUERIES

DIVIDENDS

AGM

The Company's share register is
rmaintained by our Registrar, tquinsti.
Sharcholders with queries relating to
their sharcholding should contact Equiniti
directly using one of the methods listed
on page 210. For more general queries,
shareholders should consult the Investors
section of our corporate website,

MANAGING YOUR SHARES ONLINE

Shareholders can manage their holdings
online by registering with Shareview,

a secure onling platferm provided by
Equiniti. Registration is a straightforward
pracess and allows shareholders to

- Sign up for electronic shareholder
communications.

— Receive trading updates and other
electronic-only broadcasts by the
Company viz email.

— View all of their sharcholdings in
one place.

— Update their records following a
change of address

- Have dividends paid into their
bank account.

- Vote in advance of Company
general meetings.

M&S encourages shareholders to sign

up for clectromnic communications
("e-comms”) as the Company has found
this creates a more engaged sharehotder
base. The reductlion in printing costs and
paper usage also makes a valuable
contribution to our Plan A commitments

To find cut more information about the
services offered by Shareview and to
register, please visit shareview.co.uk.

Further 1o the announcements made
by the Company on 10 Novermber 2021
and again on 13 January 2022, the Board
will not be making a final dividend
payment for the 2021/22 financial year.

DUPLICATE DOCUMENTS

Many shareholders have more than
one account on the Share Register and
receve duplicate documentation from
us as a result. If you fall into this group,
please contact Equiniti to combine
YOUuUr accounts.

SHAREGIFT

If you have a very small shareholding
that is uneconomical to sell, you may
want to consider denating it to ShareCift
{Registered charity no. 1052686), a charity
Lhat specialises in the donation of

small, unwanted shareheldings to

good causes You can find out more

by visiting sharegift.org or by calling

+44 20 7930 3737.

SHAREHOLDER SECURITY

An increasing number of shareholders
have been contacting us to report
unsolicited and suspicious phone calls
received from purported “brokers” who
offer to buy their shares at a price far in
excess of Ltheir market value. It is unlkely
that firms authorised by the Financial

Conduct Authority ("FCA™) will contact you

with offers like this. As such, we believe
these calls are part of a scam, commonly
referred to as a “boiler room”. The callers

oblain your details from publicly availzble

sources of information, Ncluding the
Company's Share Register, and can be
extremely persistent and persuasive.

Sharceholders are cautioned 1o be veory
wary of any unsolicited advice, offers to
buy shares at a discount, sell your shares
at a premium or requests Lo complete
confidentiality agreements with the
callers. Remember, if it sounds too
good to be true, it probably is!

More detailed information and guidance
is available on our corporate website.
We also encourage shareholders to read

the FCA’s guidance on how to avoid scams

at fea.org.ukfconsumers/protect-
yourself-scams. An overview of current

common scams is available on the Action

Fraud website actionfraud.police.uk.

This year's AGM will be held and breadcast
from Waterside House on b July 2022,
The meeting will start at 11am.

The 2022 AGM will be fully

digiially enabled once again and

will be broadcast ontine from
Waterside House, We strongly
encourage shareholders to participate
in the meeting electronically by
accessing the ACM website,
https;/fweb.lumiagm.com/124-849-127.
Further details can be found on

page 208 of the Notlice of Meeting
and in the user guide on page 209.

The meeting will also be available to view
cnline after the event at
marksandspencer.com/thecompany.

M&S reserves the right to retain and use
footage or stills for any purpose, inctuding
Annual Reports, marketing materials and
other publications.
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