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ATAGLANCE

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

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

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

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

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

GROUP OVERVIEW

£9.Obn-n8% £(201.2)m(19/20:£612m) 50.5%(19/20;22.5%)

Group revenue Grouploss before tax Percentage of UK Clothing
& Home sales online

9.8)p“™'™  £41.6m ™" -

Basic loss per share o Profit before taxand
adjusting items Food: Value for money perception
1;1 11' -201% 81(19/20:68)
No dividend paid for 20721 * I 1
° Net debt excluding lease liabilities Stores: Net promoter score’
1 1 (19/20:16.7p) ~1(19/20: 57)
Ap 5
o Adjusted earnings per share M&S.com: Net promoter score'
Cover Alternative performance measures
Our colleagues, The reporl provides alternative performance measures ("APMs") which are not defined or specified
including Vicky in under the reguirements of International Financial Reporting Standards as adopted by the EU.
our York Vangarde We believe these APMs provide readers with important additional information on our business.
store, seen here with Wohave included a glossary on pages 191 to 195 which provides a comprehensive List of the APMs
our new Family Dine In thatwe use, including an explanation of how they are calculated, why we use them and how they
offer, went above and canbe reconailed te a statutery measure where relevant.

beyond this year to
serve our customers and
local communities

53 week year

This year we are reporting statutory results on the 53 weeks Lo 3rd April 2021 In order te provide
ameaningful comparison with last years 52 week period financialinformation above has been
presented on a 52 week basis Statutoryresults Croup revenue; £9155 7m, Loss before tax:
£(209.4)m, Basic Lloss per share (10.0)p

1 Netpromoter score (NPS)eguals nercentage oF promoters menus the percentage
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STRATEGIC REPORT

LETTER

For all of cur businesses we believe
we will come out of the pandemic year
not just changed but stronger. ,’

Archie Norman, Chairman

The Mayic
of MGG Fosd

Market-leading
innovation, such as
our Taste Buds range
which was developed
with Creat Ormond
Street Hospital for
childrenaged 4-1Q,
is akey part of our
Food strategy.

Q2 Marks and Spencer Group ple

Dear shareholder,

In the last year the Covid-18 pandemic
has thoroughly distorted our trading and
operations inallour businesses. For large
parts of the year, the majority of our floor
space has been closed and evenin Food
large parts of the business have been
unable to trade. As aresult, financially it
hasbeen a “lost year”. Shareholders and
colleagues alike have borne the burden
of no bonus, no pay increase in 2020 and
no dividend.

With that, Covid-19 and the associated
lackdowns have accelerated changes
inthe market that were previcusly
proceeding in the slow lane. [n many areas,
it has heen acase of “five yearsinong”.
The dramatic increase in the move to
online, including in food, the shift to
"informal”in clothing demand, the use

of technology to connect colleagues,
suppliers and customers, and the demise
of many high streets and shopping
centres are trends which will never reverse
To add to this, Brexit has made it much
more costly to trade our businessesin the
EUand Northern Ireland. For custorners,
competitors and suppliers, the landscape
has changed forever,

For abusiness like M&S in the third year of
a gargantuantransformation programme,
still wrestling with an old slow culture and
anly halfway through profound change,
this posed ahuge additional challenge.
Earty on, therefore, we \aunched our
"Never the Same Again” pragramme to
recognise that things would never go back
to “‘normal” and it was time to change for
good We were and are determined to
embrace the changes and get ahead

of them.

CHAIRMAN'’S

Probably the most profound acceleration
strategy in the year has been the
substantial shift to online and digital.

In September, M&S Food and a selection of
clothing basics successfully launched on
the Ocado platform through our partrers,
In Novemnber, we announced the creation
of MS2Z, ourintegrated Clothing &Home
online and data business. We have as a
result pivoted towards onbine in both sales
and management orgarisation to become
a business selling through multiple
channels. The next stage will be to create
a seamless single face to the customer to
become "omni-channel”.

At the same time bringing forward
technology innovation in the store
channel has moved us te a much faster,
rmore flexible way of working, whichin

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

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

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



Scme people have commented that our
transformation seems “perpetual”and
lunderstand why they say that, but we are
addressing decades of torpitude at atime
when the world is moving on at an ever
faster pace. One of our values is “talking
straight” and we are a long, long way from
declaring victory. There is more to do
inevery aspect of the business but
especially in reforming our supply chain
and modernising the legacy store estate
where the need to speed up is absolute.

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

and engaged Board. We continue to
strengthen the talent inthe business at atl
levels and the Board has had a busy year,
often coming together for short sharp
weekly meetings to suppeort the executive

Keopening

Asretail across

the UK reopened,

we concentrated on
helping customers
lock ahead to brighter
days and highlighled
our flexible, easy
shopping experience

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

Kenewed (EH

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

As ever,

Archie Norman, Chairman

Focusing on contemporary design
and customer relevancy In the wake

. of the pandemic has underpinned
PfD’O{M(’/‘b Eﬂg’[m& our reshaped Clothing business.

Annual Report & Financial Statements 2021 03

—
™
Q
o
w
I
o
Q
w
)
b=
o
E
v



STRATEGIC REPORT

CHIEF EXECUTIVE’S
STATEMENT

66

We are taking theright
actionsandamore
resilient, reshaped
M&Sis emerging

from the crisis. ’,

Steve Rowe, Chief Executive

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

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

A RESILIENT FINANCIAL
PERFORMANCE IN A YEAR
OF DISRUPTION

The Croup has delivered a profit before
tax and adjusting items this year of £41.6m
(19/20: £4031m) alongside a statutory loss
of £201.2m

Disciplined cost management has helped
us to deliver a stronger balance sheet
than first thought. In addition, reduced
discretionary costs, managed stock flow
and a focus on working capital resulted in
net debt, excluding lease liabilities down
£278.6mto £111br and strong liquidity.
We are grateful for total government
support of £306.1mwhich has partly
offset the effect of lost trade

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

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

04  MarksandSpencerCroupplc

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

Lockdown also resulted in steep declings in
convenience categories, such as Food an
the move given reduced feotfall and ready
meals as customers switched to home
cooking. However, the repurposing of space
towards core categories, such as grocery,
household and meat, fish and poultry,
together with the continued transformation
of our ranges and value position, helped to
offset the loss of convenience trade

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

The Food business incurred extracosts to
support customer and colleague safety of
£49.4m and incentives for non-furloughed
colleagues working through the pandemic
of £22.0m. Customer and colleague safety
is vitally important to us and we believe we
ran the most secure stores in the industry
In addition £9.9m of costs were incurred as
aresult of Brexit which are set out inmare
detailin the Financial Review.

Exceptional Ocado Retail contribution
toresutts

QOcadea Retail delivered 43.7% revenue
growth over the 52 weeks ended

28 February 2021 and contributed

a share of net income of £78.4m.

This has been an exceptional peried

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

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

The well planned switchover went smocthly
as we took M&5S Food online for the first time,
with an overall positive customer response
and the M&S share of basket exceeded the [
Waitrase level prior to switchover,

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

The overall Clothing & Home result for the
year was heavily impacted by lockdowns,
ongoing social distancing, steep decline in
formal and occasionwear, the location of
many of our stores In towns and shopping
centres, and the priority to clear stock.

Asweimplemented M52 and took multiple
steps toimprove online operating
performance, we were able to capilalise on
the change in customaer shopping patterns
and saw a progressive increase in ontine sales
through the year. This was a result of strong
traffic, active customer growth, improving
frequency and lower returns, The business
had a good service and fulfillment
performance supported by previous
investmentnthe Castle Donington
distribution centre and substantial expansion
of our fulfillment from store capability.

Asreported for Food, stores in high streets,
shopping centres and city centres created
an extra drag on sales performance, with
these channels representing . 70% of prior
year store sales.

Within categories, casual clothing,

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

Clothing & Home reccrded an operating
loss before adjusting items of £129 4m
as lower sales were only partly offset by
reduced operating costs. Losses
substantially reduced in the second half
as the actions we took to accelerate online
growth partly compensated for losses

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



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

Resilient International profitasa

result of franchise partnerships and
strong online growth

International sales reflected the pandemic
impact across markets, offset by the
strong switch to onding, which saw sales
growth of 114.3% at constant currency.

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

The Internaticnal business incurred
Brexit-related costs of £6 2m in the year.

Relaunched Sparks loyalty scheme and
M&S Bank customer offer

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

Balance sheet strengthened

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

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

Adjusting items reflect cost
restructuring and the accelerated

store rotation programme

We have reported adjusting items of
£259.7m for the 53 week period. Significant
charges include £133.7m relating to the
costs of organisational change, including
the restructuring of operations
announced in the summer of 2020 and
inthe Republic of lreland. We have also
provided £95.3m for accelerated
depreciation and impairment as we
increase rotation of the estate, to address
the drag of legacy stores unsuitable for
modern trading or in declining locations.
Acharge of £79.9m has been recognised
forintangible asset Impairments, offset
by a £90.8m gain largely relating to the
release of a portion of the Covid-19
inventory provision made in the prior year.

A RESHAPED M&S EMERGING FROM
THE PANDEMIC PERIOD

Over the past three years, the objective of
the transformation has been to restore
MES to sustainable growth through “facing
the facts”that the business had failed to
address, From the start of the pandemic,
we recognised that it would accelerate
rmarket trends, providing an opportunity
to bring forward the transformation to
emerge as a reshaped business under our
Never the Same Again programme:

- Broadening M&S Food appeal: The Food
businessisbroadening its appeal through
more retevant family-focused innovation
and improved value perception led by the
expansion of “Remarksable Value™ lines.
Growth is supported by significant cost
reduction, including synergies from
growth on Ocado, systems upgradesto
reduce waste and the Yangarde supply
chain programme, which s delivering
oetter availability.

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

- Omni-channel Clothing & Home
business emerging: Substantial
reshaping has created a product
engine providing a more contemporary,
focused M&Srange. In addition we are
begnning to partnerwith a curated
range of guest brands. This helpsus
build strengthin hero categoriesand
relevance where we are weaker. We are
already trading with over 21 partners
and the customer respconse has been
positive. The creation of M52 has brought
together the data and online teams to
prioritise online trading and growth while
leveraging cur store estate more
effectively. M52 draws on the data engine
and the relaunched Sparks loyalty
scheme, which has grown to over 10m
members enzbling a more personalised
relationship with customers.

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

— Anlinternational business focused
on major partnerships and online:
Online sales doubled in 2020721 and
we are now investing in increasingly
localised fulfilment, expanding our

presence on marketplaces such as
Zalandc and the launch of websites
including in a further 46 markets
announced in March. Digital trading
Improvements, partner stare
rmodernisation and supply chain
development are positicning the
business for rapid recovery as lockdowns
end. Following Brexit, the business is
reconfiguring trading with its EU
businesses toreflect the challenges
of exporting to the EU.

BUSINESS POSITIONED WELL
FOR THE MEDIUM-TERM DESPITE
NEAR-TERM UNCERTAINTY

Overall trading for the first six weeks of
the financial year has been ahead ofthe
comparable period two yearsago in
219/20 and our central case. Core Feod s
in strong growth although hospitality and
franchise remain adversely affected, with
Clothing & Home sales growing since
reopening and cnline remaining robust.
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While encouraging, it 1s unclear how the
recovery will develop and if consumer
activity will sustain in Clothing & Home as
well as what the eventual pace and shape
of recovery in hospitality and convenience
in Food will be. We have a strong
programme of capacity growth at Ocado
Retail although we expect some
normatisation of shape of week with

Drining app growbh

With storerestrictions in place, we
made sure M&S was at our customers’
fingertips through our app. Knowing
app shoppers are among our Mest
engaged and valuable customers,
Sparks was relaunched in surnmer as a
Digital First loyalty programme, fully
incorporated into our app. New digital
services improved the app further -
from Sparks Book & Shop - allowing
customers to reserve a shopping slot
at atime that suits them -to our Scan &
Shop checkout-free payment service,
enabling them to shop direct from their
mohbile. In 2020 downloads increased
by over 150% on the previous year and
in the Autumn the M&S app topped the
Apple download charts following the
Sparks relaunch.

Annual Report & Financial Statements 2021 05



CHIEFEXECUTIVE’S STATEMENT CONTINUED

respect to its economics. The business
also continues to face headwinds with
ongoing disruptien in various International
markets, both the Clothing & Home and
Food supply chains and the costs of Brexit.,

Qur central case for the current year
therefore assumes a gradual return
towards mare normal customer behaviour
in stares in Clothing & Home and
hospitatity and franchise in Food With
that, we are assuming the receipt of
business rates relief in line with
government guidance. Our scenario does
not assume further lockdowns.

in this centrai case UK costs normalise to
levels broadly consistent with 2019/20
undarpinned by the benefit of the
restructuring announced tast year, which will
largely cffset an increase in base pay rates,
costs related to transformation and higher
variable costs such as online fulfilment.

The business s now exposed to additicnal
costs following Brexit, largely due to the
administrative burden an exports of food,
particutarly to the island of Ireland. This
includes additional supply chain costs at
Motherwell and Faversham depots, as well
ascosts of a digital track and trace
platform, additional variakle cost pertray,
veterinary certification, and casts of
change. Potential tariffs relate to duty on
exports of Clothing & Home and elements
of the Foed catalogue inta the EUL

The (otal estimated costimpacts for the
business are Included inthe Financial
Review. Around £27-33mrelate to
operaticns on the island of Ireland We nave
provided a range of potential tariffs
depending cn the solutions implemented.
We are also working on lenger term

initiatives including a review of European
business models, local sourcing and
re-routing product through European hubs.

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

QOur central case is therefore that we will
generate profitbefore tax and adjusting
iterns between £300-350m and our ambition
is fora further reductionin net debt.

A path to a transformed business in the
medium term

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

Foodis delivering growth in core
categories with larger baskets and 15 now
positioned to expand further in
canvenience, build sates through larger
renewed stares and progressively Improve
profitability. In addition, Ocado Retail has
already announced plans which will
increase peak day capacity by ¢.50% and
hasa structurally profitable long-term
model for growth.

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

Bn'/ng'i/ng/ the best tmth&r

M&S and Ocado

1st September marked the beginning

aof the transformatiaonal partnership
between M&S and Gcado, as customers
were able to crder their favourite M&S
products online and have them delivered
as part of their weekty shop. The launch
has brought together M&S*6,000-strong
high-guality, innovative Food products
and 800 great-value everyday Clothing &
Hame products, with Ocado's award-
winning ontine service, Over 750 new
M&S Food praducts were created forthe
launch to offer customers a bigger,
better range at the same or even better
value. Ocado Retail can currently reach
over 74% of British househalds and

is making significant investment to
expand capacity, which will increase

by ¢.50% over 18 months and much
further beyend.

o6 Marks and Spencer Groupple

Capital Allocation to prioritise

the transformation

The priority is to fund investment in the
transformation and torebuild balance
sheet metrics towards levels consistent
with investment grade. Our approach
will prioritise building omni-channel
capability, including investrent in the ,
supply chain and maintenance of the
changing estate, with an expectation of
capital investment recovering to pre-
Covid levels. As above we are seeking to
fund the costs of rotation of the store
estate with the realisation of funds fram
our asset management programme.,

As we recover balance sheet metrics
consistent with investrment grade,
we will assess the reintroduction of
dividend payments, although as we
focus on restoring profitability thisis
unlikely in the current year.

In a year like no other we have delivered a
resilient trading performance, thanks inne
small part to the extraordinary efforts

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

Steve Rowe, Chief Executive



STRATEGIC REPORT

OUR STRATEGIC PRIORITIES

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

a substantially reshaped M&S is emerging from the pandemic.
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Within the chapters of this report, we set out our strategic
priorities for the year ahead, as follows:

1 2 3 4 5

I T |
A strong Asuccessful  Anomni-channel  Accelerated An
Food business transition to Clothing & rotation of the  International
positioned M&S product  Homebusiness  StoreEstate businessfocused
for growth on QOcado driven by a © o on major
© oo Retail and re-shaped partnerships
growing product engine and online
capacity O ric O o2
Q pa
STEP THREE
STEP TWO MAKING
M&S SPECIAL
STEP ONE SHAPING
FIXING THE FUTURE
THE BASICS
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STRATEGIC REPORT

MARKET CONTEXT

2020/21 has been a year beyond comparison for retailers globally. The impact of
the pandemic onthe sector, with three UK-wide lockdowns and restrictions on non-essential
retail around the world during most of the year, has been profound and led to

radical shiftsin how, where and what customers shopped.

Following the first ever decline recorded
forretail salesin 2019, total retail salesin
2020 contracted a further 0.3% year on
year, the worst year an record according
to the BRC/KPMC Retail Sales Monitor.

This continued into the early months of
2021 as the impact of the UK's national
lockdown continued to be felt.

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

In contrast, 2020 was also the year channels ko make purchases.

where online shopping boomed,

FOOD

The grocery market returned
growth of 12% for the 52 weeks
ended 22 March 2021 to grow to
£13ibn (Source; Kantar)

What customers bought

The mpact of lockagowns led to marked shifts inwhich categories custorners were buying into
Withlecal restrictions in place and more Lime spent al home, hospitalily and our convenience
categories such as Food on the maove and prepared meats declined Customers instead turned
to scratch cooking, and we sawincreases in our core categories suchas meat, fish and poultry in
comparisontelast year, as well as grocery and househgold iterns, with Lhis shift best dlustrated in
the tables below The adversely impacted categories together accounted for around a third of
prior year sales, We resel our ranges in stores Lo adapt to this and played Lo our events slrenglhs
across Easler and Christmas during lhe year inorder Lo maintain a relevant offer, helping to also
offset Lhe loss of convenience trade

% <change to19/20 % c¢hange to 19/20

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

Where customers shopped

Online continued Lo be the fastest growing channelin the market with 87% year on year growth
versus 5% decline in stores, as more customers turned to home deliveries as lockdowns came in
ta force, resulting in declining footfallin stores particularly in city centres Cur partnership with
Ocado launched M&S Food online for the {irst time in September and positioned the business
strongly for growth (as outlined in more detail on page 14)

CLOTHING & HOME

The clothing market declined

by 20.9% year on year for the
S52weekstod April 2021t a

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

during the year

(source: ONS),
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What customers bought

Demand across categaories was pelarised as customers ingreased time at home of f the back of
the pandemic restrictions, with declines informal and holiday clothing, and customers instead
buying into casual clothing, kidswear and Home, with these changes in customer trends versus
last year illustratedin the tables below. Calegories in the right-hand table below accounted for
€ 18% of prior year sales Qur Coodmove activewear range performed strongly of f the back of
this and our recent shift to a more contemporary product offering across our ranges pesitions
the business well as more casual trends become establishedlong term

% change ta 19/20 Online Stores Hchange to 19/20 Online Stores
Casual 61 -56  Formal -15 =72
Kids 78 -43  Haliday -3 72
Lingerie & men’s essentials 121 -54  Shoes&accessories 3 -68
Home & beauty 30 -47  Quterwear 15 -52
Total 66 =51 Total -7 -69

Where customers shopped

Online saw a step change in growlh by 56 1 percentage poinls to account for 58.9% share of
total clothing sales across the market vs 79 9% last year, and supermarkets continued (o make
headway through stores growing share by 13 2 percentage points on last year to account for
26.8% of store sales The actions we took to improve M&S.com under our Never tha Same Again
programme, alongside the launch of MS2 this year, helped us capture increased online dernand
from customers with our reshaped business set to enabie more customers to shop with aase
across all channels (as delalled on page 20}



BUSINESS MODEL

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

OUR CUSTOMERS

STRATEGIC REPORT

A FAMILY OF ACCOUNTABLE BUSINESSES

M&S serves nearly 30 million

customers every year from across

the UK. Our Food, Clothing & Home
and other retail businesses are focused
on developing preducts and services to
make us mcre relevant, more often to our
customers and beyond, who we reach
through a channel network of 1,509 stores
and online services inthe UK and across
over 100 international markets.

QUR COLLEAGUES

We employ ¢.70,000 colleagues

across our stores, support centres,

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

M&S operates afamily of paraliel
businesses, each led by its cwn integrated
management team, with functional
accountability for their divisions, including
marketing, supply chain and finance.

We predominantly sell own-brand
products, manufactured and marketed
exclusively under the M&S brand with
guality, innovation and trusted vatue at
their core.

THE GROUP

Our central team includes Group
Finance, Corporate Governance,
Strategy and support functions such as
Cormmunications and Human Resources.
The Group supports thebusiness asa
whole, setting direction of its growth
strategy, allocation of capital and
overseeing cost efficiencies.
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Food: M&S Food sells sustainably
sourced products of exceplional
qualily and value through five main
categories, proten, deliand dairy,
produce; ambient and in-store
bakery, meals, dessert and frozen;
hospitality and Food on the move

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

and Home

International: M&S exports the best
of M&S Food and Clothing & Home
around the world In selected Largel
markets Customerspurchase our
praducts through a network of
mainky partner-led businesses or
through online-only channels
Services: Through M&S Bank
(operated by HSBC), we provide a
range of financial services - witha
focus on credit card and payment
solutions that create a rewarding
shopping experience. M&S Energy
1s acompetitive fully renewable
energy source provider (operated
by Octopus)

Praperty: We have an active
Property Development team to
maximise the vatue of our property
assets Lhrough investment and
development opporiunities.

OCADO

M&Sholds a 50% investment in

Ccado Retail, arelationship

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

M52

MS2 brings together our data

and online teams to invert the

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

Annual Report & Financial Statements 2021 09
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STRATEGIC REPORT

— FOOD —

Financial highlights

£213.6m™

Oparating profit before

Marks and Spencer Group plc

£6.0bn °**

UK Food revenue

adjusting items

Market tresh

Our Fresh Market Update campaign
celebrated the efforts our Select Farm
partners-including Scottish salmon farmer
Sarah Lasl {pictured) - take to bring M&S
customers great value, sustainable food,

By building long- term trusted partnerships
with our suppliers, we deliver exceptional-
guality fresh produce and meat



PERFORMANCE

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

In the face of these Covid-19 headwinds,
M&S Food detivered a strong underlying
performance, with LFL growth of 6 9%
when adjusted for the closure of
hospitality and the adverse impact on our
travel franchise business. Our cperating
profit before adjusting items of £213.6m
reflects the negative impact on our
product mix alongside the suspension of
hospitality and the Covid-related costs
to secure our operations, only partially
offset by cost saving programrmes and
government support, as our cotleagues
worked hard te play their partin feeding
the nation throughout the pandemic.

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

The strong grewth and exceptional
contribution made by Ocado Retailin
the first full year of our partnership s
set out on page 14,

Vine-ing

Special event ranges offered
our custamers the chance o
celebrate in style while
staying at home. Our special
Valenting's Day DineIn
{ealured the Lave Linguine
and heart-shaped Churros

The resilient performance is a result

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

As customers shifted away from
convenience, we dedicated more space
towards the core grocery products our
customers were now searching for,
resulting in sales increases an last year.
This action, combined with the sigrificant
overhaul of our ranges and value pesition
already in train, progressively offset the
loss of convenience trade.

Inthe absence of a direct online grocery
offer, the team responded quickly to
rmake cur ranges more accessible to
shielding custamers through tempaorary
partnerships with delivery firms and
added capacity and new ranges such as
two ambient essentials boxes to our
gifting on M&S com in response to
sustained demand.

Trick or treats

Identifying opportunities and
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trading hard in smatler events,

including Halloween, drove a
strong performance in our
Food business

Like-for-Like sales
Like-for-like sales performance mproved
intheface of Covid-19 headwinds

+1.3%

19/20
20/21| N3%

Availability

We continued our drive tc improve
avallability and reduce waste through
the Vangarde programme, designed
toimprove the rurning of our stores.

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

° Thesefigures are reported ona 52-weck basis

STRATEGIC KEY PERFORMANCE INDICATORS

Quality perception

The proportion of customers who rated

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

88%(19/20: 86%)

Value for money perception

The proportion of customers who rated us
highly on value for money Cur relaunched
Remarksable range of trusted value,
high-quality product s now accounts
for10% of sales

67% (19/20: 63%)

Annual Report & Financial Statements 2021
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FOOD
CONTINUED

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

As families spent more time together,

we provided more reasons to shop at M&S
with the relaunch of the popular Dine In,
including a family of four offer for £15

The new family offer is rotated with a
different monthly theme, such as ltabian,
providing a great platform to show

our new innovations and larger family
pack sizes.

Kemartsable

Vadue

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

with & promise to never comprormise
our guality or sourcing standards.

Our TV campaign aimed to shift the

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

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

12 Marks and Spencer Group plc

STRATEGIC REPORT

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

The objective for Food s te protect the
magic by investing in our unigue focus
on own-brand innovation and fresh,
easy-to-cook food and growing through
targer, more inspirational stores while
medernising the cost base and supply
chain With strong customer perceptions
on quality and a reputation forinnovation
and trust, yet @ small rmarket share,

the business has a substantial

growth opportunty.

- Protecting the ‘magic’ of our
innovation: The M&SFood range is
built on deep supplier relationships
and strong product knowledge to
drive a high level of innovation. Cver
the past year, we created over 1,900
new lines to broadening appeal, in
healthy and family product. To help
deliver next-generaticnideas,

a "Food innovatfon Hub™ has been
established, bringing together
packaging, product innovation and
nutrition in areas such as plant-based
proteint and sustainable packaging.

- Delivering better vatue: The aim for
M&S Food 1s to be always great value,
with better quality and ingredient
content more than compensating for
any difference in price. We have
extended our position ontrusted
value led by the expanded range of
Remarksabie Value staple lines at an
everyday low price (see below). This has
supported a further improvement in
value perception, whichis now at its
strongest tevel in almost three years.

Larger and more inspirational stores:
Food renewal aims to create larger
stores with the efficiency of a
supermarket and the "soul of a fresh
food market” and has now been
implemented in 15 stores with current
year openings and renewals raising the
total to around 40. As an cwn-brand '
retailer, our product range needs to be
front and centre, so customers can see
the breadth of cur offer in terms of
freshness and value, but this needs to
be backed with efficient operaticns, and
this is part of the test and learn pilot
process. These stores of fer an increased
focus on produce, ambient, grocery and
frozeninan inspiring environment. The
initial trial stores outside Covid-affected
city centres grew sales 15% (ast year.

Moving to digital marketing and sales:
Food marketing has shifted focus in

the last two years, away from
conventional promational activity
towards high-impact brand-building
programmes and increased social
media engagement. This helps create a
new “shop window™ to the brand, which
can reach new audiences. As aresult,
while we have reduced marketing spend
and promotional activity is down
substantially, the share of spend on
social media and digital marketing
increased by ¢ 35% anthe prior year.



Kenewad ctores

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

- Upgraded systems: High waste and
low availability in some instances reflect
acumbersome and under-invested
supply cham and high touch forecasting
and range management systems.
We are now cormmencing a programme
toupgrade core systems to reduce
manual interventions andimprove
efficiency. Mostimportantly, we are
updating forecasting and ordering
technology with an objective of
reducing waste by more than 10%.
In addition, we are replacing the
space and range and display system,
improving the tailoring of ranges
to store.

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

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

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

LOCK AHEAD

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

Annual Report & Financial Statements 2021 12
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Marks and Spencer Group pl¢

STRATEGIC REPORT

PERFORMANCE

Over the 52 weeks ended 28th February
2021, Ocado Retall delivered 43.7%
revenue growth and contributed a share
of netincome of £78.4m.

This financial year reftects a truly
extraordinary period for the online
grocery market, and Ocado Retail
performed strongly. Higher than normal
basket size and a smoothed trading profile
across the week, together with reduced
marketing costs, delivered a strong
improvement in profitability. The resuit
included insurance receipts related to
pusiness interruption at the Andover
customer fulfilment centre ("CFC”}.

Within the year, September marked a
milestone inour transformation, as the
M&S Food range was made available
online for the first time. The launch has
brought together M&S market-leading
quality food and Ocado's award-winning
service and given us a new platform to
demonstrate the breadth and value of
our range to new family customers and
leverage our buying scale, through
volume growth.

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

Qcado Retall to create a "one business”
mentality, setting commaon operating
procedures and business plans, and
sharing talent. Ocado customers were
introduced to a bigger, better range at
even better value as M&S matched and
improved onthe approximately 4,000
Waitrose products with an extended range
of M&S progucts (see opposite). Gver
6,000 M&S Food lines and over 800
Clothing & Home lines launched on

15t September 2020 - including school
uniform and other guality staples

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

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

inthe year.



OCADO RETAIL BRINGING
MULTI-CHANNEL TO M&S FOOD

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

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

joint sourcing.

Over the next 18 months, Ocado Retailis
investing in c.50% Increase in peak

day capacity, which will help meet
unfulfilled demand. In March this year, 2
new mini CFC was opened in Bristol and
Ocado Retail will also open two larger
CFCsinPurfleet and Andover later in the
year. These CFCs alone will provide an
eventual 40% increase in sales capacity
at full utilisation

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

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

than 12 Zoom sites expanding its
immediacy proposition acress London
and major UK cities.

We have a strong pregrarmme of capacity
growth at Ocado Retail although we
expect some normalisation of shape of
week with respect to its economics.
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In addition, Ocado Retail has already
announced plans which will increase peak
day capacity and has a structurally
profitable long-term model for growth.

M&S and Ocado: Bringing the best together

Last summer, we officially While the launch marked the As more families shop for
wetcomed Ccado into the beginning of our long term M&S preoducts online and
M&S family Qur aim was to partnership, it was also reappraise our range, they
create the UK's best online an opportunity to show will find that delicious, great
grocer by bringing the best customers the fullrange of guality M&S Food costs less
together: Ocado's market M&S products so they can than they think.

leading service with our see that we are serious about

delicious guality foodrange.  value whilst still maintaining

our high standards.

Exceptional growth

Penetration of M&S products on Ocado

Revenue growth gver the 52 weeks ended 28 February 2021

43.77%

Share of net income

L78.4m

30%

34%

32%

0%

28%

26%

21%

Sept Qct Ny Dec Jan Feo Mar
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STRATEGIC REPORT

CLOTHING
& HOME

PERFORMANCE

Inrecent years before the impact of the
pandemic, we had set out a pathway to
reversing the decline of our Clothing &
Home (C&H) business. We set out to build a
confident Clothing business which would
offer modern, contemporary stylish
products of great quality and value.

But to achieve this, we needed to:

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

- Reduce ourrange and option counts.

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

— Modernise our end-to-end supply chain.

— Build to one-third of sales anline
by 2022.

Goinginto Covid-19, we were seeing the
early green shoots of work dene to reset
categories. However, the impact of
Covid-19 across the total market has been
profound, which is best illustrated in the
decline in customer spend (with 580m
fewer items purchased in 2019 vs 2020)

As reported at the half year, the
dependence on storas in high streets,
shopping centres and city centres created
an extra drag on store sales perfarmance,
and many customers shifted their spend
online instead. This store location
headwind was combined with an adverse
move in sales mix towards casual clothing
and away from formal and occasion wear,
markets in which M&S has strong shares.
Kids and Harne outperformed but not
sufficiently to offset the demand mix.

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

- Sold through and managed excess
stock: Stringent action to reduce or
postpone orders tegether with
measures to hibernate a smatlamount
of stock after strong sell-throughrates
resulted in a relatively clean stock
position by the end of the year

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

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

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

Losses substantially reduced inthe
second half as the actions we took to
accelerate online growth partly
compensated for losses in store. Overall,
online had strong profitability, with an
operating margin of c14%, for the vear.

As aresult, total revenue declined

31 5% and we recorded an operating
loss before adjusting items of £129.4m
(19/20 Profit of £223.9m).

Financialhighlights

£2.2bn™"

UK Clothing & Home revenue

£(1 29.4)m—1578%

Operating loss before
adjusting items

Marks and Spencer Group ple



Brands at MGS

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

by unveiling cur Brands at
M&S offer ltincludes exclusive
collaborations from
contemporary womenswear
brands Chost {pictured),
Finery and other adjacent
third party brands,

M&S XGHOST

Annual Report & Financial Statements 2021
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CLOTHING
& HOME
CONTINUED

Hutegraph

Qurin-house brands,
including Autograph,
Per Una and activewear
range Coodmove,
offer our customers
unbealable everyday
style and value.

STRATEGIC REPORT

A RESHAPED AND INCREASINGLY
OMNI-CHANNEL CLOTHING &
HOME BUSINESS

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

the UK, backed by exceptional data

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

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

we have substantially reshaped our
ranges, reducing option count, increasing
deptb of buy on core lines -we have rmade
the big, bigger - such as our denim
business which continues to go from
strength to strength. By Autumn 2021
total option count is expected to be

¢ 25% lewer than 2018 with the team
implementing new range management
tools to maximise rate of sale of each
option. We continue to focus onrelevancy
by responding to customer trends. For
example the launch of the Goodmave
activewear range in January 2020
delivered an exceptional performance
over the past year (+40%) and a number
one market sharen full-price salesin fts
categary. As a result of the work done,

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

Like-for-like sales

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

¢ 0 -
429- 8/(/) . 8%&&2@?

Value for money perception

The proportion of custormers who rated
us hughly on value for money We are
accelerating our move towards trusted
value for customers

64%(19/20: 67%)

° Iresefigures arereported ona 52-week bas ¢

STRATEGIC KEY PERFORMANCE INDICATORS °

Quality perception

The proportion of customers who rated

us highly onquality Our reshaped Clothing
& Home product engine s providing amore
contemporary focused M&S range

80% (19/20: 79%)

Clothing & Home space
We are focused on accelerating the reshape
of our store estate for customers,

~0.5%

w20 104 sq
20/21 10 3msqg ft

18 Marks and Spencer Group plc

Launched M$2:!In November, we
announced the launch of MS2 which has
brought together our digital, data and
online teams to shift the focus of the
business from a conventional model
where M&S.com was run as an extension
of stores, to prioritising online first.

The actions taken alongside therise in
customers looking to shop online through
the pandemic resulted in a strong online
performance, as outlined in more detail
over the next page. We alse looked to
drive the relevance of M&S by giving aur
customers more reasons to shop on
M&S comthrough the launch of a
curatedrange of complementary
third-party brands on our website for
the first time, as seen here in our case
study opposite.

Distribution networks to support

online demand: We had already invested
to simplify our distribution network and
grow capacity at Castle Donington. As
customer demand spiked, we supported
thus by permanertly increasing our
colleague numbers from the summer, as
well by recruiting for peak with an increase
of 1,000 colleagues for Christrnas 2020 vs
Christmas 2019 We also grew ourin-store
pick cperation from .80 stores to over
200 steres at our peak, and permanently
expanded our Bradford distribution centre |
to support increased anline dermand,
underpinned by cost-efficient automation
acrass the site, helping to boost efficlent
and dispatch capacity. This will enable us
to postpone the investment in a new
fulfitlment centre for 2-3 years.

LOOK AHEAD

Our Clothing business is well placed as we
start to emerge from the pandernic, in
part due to the strong steps taken under
Never the Same Again tcrevitalise our
Clothing & Home product offering.

Owver the last three years, huge strides
have been made mnreshaping the ranges
around new trading principles, most
notably to buy fewer tines in greater depth
from fewer strategic suppliers. The extent
of the shift in range has been obscured

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



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

and tailoring.

With that, we have shifted to focus en
growth categories, such as the new’ office
wear, kids, casual ranges and the
Coodmove activewear range.

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

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

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

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

Kidswear

Kids'casual ranges are
one aof the growth
categeries we'e pivoting
our ranges tofocuson
as clothing Lrends shift
post-pandemic

Seasalt

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

Bm/no{s at Mérs

Last year, we announced we would add
complementary and curated guest
brands to M&S.com for the first time,
offering our customers more reasons to
browse and buy on the platform. Our
first brand, Nobody's Child, launched in
October and the sustamnably minded
offer hag stretched appeal with nearly
10% of purchasers new to M&S
Womenswear. To date, we have launched
21 brands under owned, wholesale,
consignment or collaboration moaels -
such as our three drops of the exclusive
Chost x M&S range. Popular brands have
included Elle Junior for Kidswear and
Seasalt Cornwall and Sosander for

Womenswear. These brands complement

our own ranges and in-house brands
(Autograph, Goodmove & Per Una), with
each brand offering a curated range for
M&S.com:. Initiat results from the brands
launched have been encouraging; for
instance, thetop 10 linesinthe dress
collaboration with Finery sold strongly
after just one week of trading.
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As part of our brand strategy, in January
we purchased much-loved heritage
brand Jaeger for £6m and work is now
well under way toreimagine the brand
We have made product we purchased
from the sale of Jaeger available to buy
on M&S com and in selected outlet
stores - the first capsule collection under
the new in-house team will be available
from Autumn/Winter 2021. The tearm is
focused on protecting the independence
and heritage of the brand for customers
by creating product thatis unigue,
stylish and has tangible guality, and
leveraging M&S’s reach, infrastructure
and scale to achieve efficiencies.
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MS2

STRATEGIC REPORT

DRIVING OMNI-CHANNEL GROWTH

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

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

we have an objective to achieve in excess
of 40% of Clething & Home revenue
through MS2 in three years' time.

The M52 plan focuses on three
core objectives’

Improving the online offer: Our priority
1stoincrease availability in the online
channel from historic levels of 80% in
recent years introducing additional online
only ranges, recognising the different rate
of sale across channels, trialling “test and
repeat” products Given that around
one-third of the M&S range is year-round
product, we will also expand bestseller
and never out of stock programmes.

Combined with a curated range of
third-party brands, we expecta
substantial improvement in the online
offerin the coming year.

Creating a digital-led customer
experience: Recognising that a mobile-led
customer experience is central tc online
success, we have increased investment in
optimising the site for mobite and growing
the M&S app, which generated aver 3.5m
downloads last year as we relaunched
Sparks. Inaddition, within the app we have
built digital services such as scan and
shogp to pay by phone and video-powered
retail services such as bra fit, beauty and
furniture sales.

To suppoert the programmes of change
and detiver rewarding and convenient
expernences with M&S for customers,
M&S Bank, which is hosted by HSBC,
announced the transformation of its
product and service offering te create a
digitally enabled and uniguely rewarding
shopping and payment experience for
M&S customers.

Relaunching our Sparks loyalty programme

Oreating w digited

expenience

The M&S ambition for
Sparksis to build the UK's
leading retail loyalty scheme
to supportincreased
customer frequency and
spend. inJuly, we relaunched
the programme shifting from
a points-based plan which
was largely delivered through
aphysicalcard, to a digital
experience enhanced with
anline services such as
‘Book & Shog'. Since relaunch,
total membership has grown
to over I0m customers, of
which the majority are active.

The relaunched Sparks
enables M&S to build on
recent Investment in data
science tc create a more
personalised relationship
with memkbers as cpposed
to the traditional model of
targeted promotions

Marks and Spencer Group plc
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The purpose is not to drive 250
often unwanted promotions
to large groups of customers, 200 461(/\)(/ k
but to make their shopping 150 Average
easier by reflecting their

personalregquirernentsin
the products and sizes we
offer, when and where they
need them.

Therelaunch has also Apr

helped drive 3.5m M&S app
downloads, with M&S topping
the Apple download chartsin
the autumn. Not only are app
customers typically highest
spending, butthe appis aiso
the most cosl-effective route
to market for M&S.com as it
reduces spend on search and
third-party marketing.
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Driving greater engagement through our app ,
Weekly average app downloads (k)

New
Sparks

6G9k/wk

Average
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Dueto launchin the summer, this wilt
include a new reward credit card offering
and a digital payment solution for M&S’
growing Sparks customer base. This
repositioning will offer custormers a
numier of new ways tc pay, while
delivering personalised and rewarding
experiences with M&S at the same time.

Maximising M&S's omni-channel
advantage: Unlike pure play retailers,
M&S has an advantage inits store

network which provides an opportunity
for rapid collection and returns and drives
incrementalin-store sates. loveslinenilin
Castle Donington, expansion of our site

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

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

Sparks members.

Through MS2 and the outlined
programmes of change, M&Sis enabling
more customers to shop their way,
following the radical shift in purchasing
behaviours seen in the last year, and is well
positioned for further online growth asa
result. Civen this, we are targeting in
excess of 40% of Clothing & Home
revenue online in three years.

M52

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

50. 5% (19/20: 22.5%)

Percentage of UK Clothing &
Home sales online

‘13.5m +40% 51 (19/20: 57)

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

INTERNATIONAL

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

Highlights

? -59.3% (19/20: 85) 103 (19/20: 44)
£45.1m 85
Operating profit before Net promoter score International websites

adjusting items
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PERFORMANCE

Previcusly, we have outlined the decisive
actions our International business has taken
to reshapeitself: exiting loss-rmaking
rmarkets, working with and supporting
select partners in large markets with growth
opporturities, and building our online
international sales channels for customers.

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

— Anongoing flexible support model for
partnersin key markets —with key examples
including partners having the facility to call
off stockregularly rather thanreceiving
infrequent shiprments, cor buy the relevant
product for their customers through our
remote buyingfairs.

- Expanding cur dedicated international
e-commerce platform resulting in one
adaptable website which we can localise
and tailor to different markets and
rake it relevant and compelling for
local custemers.

Overall, International sales for the year
reflected the pandemicimpact and local
restnctions across our owned and partner
markets, offset by the strong switch to
online sales from customers.

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

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

Operating profit before adjusting items of
£45 Im reflects in large part the lower
Clothing & Home sales.

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

International business focused on
major partnerships and online

The International business has the
objectives of delivering market-relevant
product, great digital service for our
partners and driving growth online
through M52,

Based on the stroeng online performance
this year, we have an ambition to more
than double International online retail
sales. This will be delivered by investing in
digital marketing, expanding our presence
an major marketplaces such as Zalando,
and entering into new markets such as the
46 countries announced in March. As the
business scales up, we expect to build
localwarehouse and fulfillment capacity
to drive more rapid custemer service and
to lower costs.

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

- Launching a fully "digital showroom”.
This transforms partners’ ability to
create curated ranges relevant to their
markets and plan floors, windows and
campaign without the cumbersome and
costly buying fairs previously held.

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

- Creating a UK hub for export at Hemel
Hempstead. This avoids the need for
International stock to enter the UK
network where it 1s broken down for
needless storage and keeps product
consolidated for onward shipment. in
addition, partners can continue to
call off stock regularly and have
flexibility in receiving shupments.

Expanding our
internationad
online buginess

As part of our focus to turbocharge our
online business under aur Never Lhe Same
Again programme, in March this vear we
launched 46 inlernational flagship websites
in new markets, instantly expanding cur
online reach Lo over 130 countries and
enabting millions more customers to
purchase M&S products online

LOOK AHEAD

Alongside the continuing uncertainty
around theimpact of the pandemic on all
our International markets and our ongoing
response, Brexit will be a major focus for
the business.

The full cost implications are outlined

in the Financial Review, but for cur
International business the most
challenging effect of the Brexit dealisto
make the supply of fresh and chilled
product, especially prepared food, into
the EU very lengthy and bureaucratic
creating an enduringimpacton
avallability and trading costs
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This situation is unlikely to improve in
the near terr and we therefcre need
to reconfigure trading with our

EU businesses

The maost significant impactis on our
Food operations intheisland of Ireland
and we areimplementing multipte
medium-term solutions to stabilise the
business bothin the North and the
Republic. We have already modified food
export into the Czech Republic and are
working with our partners in France to
review the model

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

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

- Astorerotation programme.

— Redeveloping sites to unlock additional
value and make the most of our space
across the estate.

- Trialling new store.formats,

Last year,in the face of the initiat impact
of Covid-19, we made it clear that
establishing a store estate that could
support the rapidly changing behaviours
of aur customersin terms of how and
where they were choosing to shop was a
key part of our transformation.

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

but the effect of the pandernic means
we can move faster,

There hasrarely been a bettertime to
acquire new replacement space on good
terrns and we have approved 17 new or
expanded full-line stores to open aver
the next two years, including a number
of Debenhams stores, with the pipeline
continuing to grow.

STRATEGIC REPORT

While long leases have historically
constrained our ability to rotate, we plan
to largely fund the future closure costs
through the redevelopment of freeheold
and long leasehold properties.

ACCELERATING ROTATION OF
THE STORE ESTATE

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

Cur objective for the full-line estate is to
achieve afully modernised core of ¢.180

stores. Qur current best view of the future,

based on stress tests, regional modelling,
and current retail and efficiency
requirements, is as follows:

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

- Around 80Q stores in core markets,
agrowing from the current base of
€65 stores through investments such
as the relocation of high streetunits
toretail parks.

- IncN0 remaining, locations we wilf
rotate the estate. This will mean either
relocating to a Food only storeor
anather full-line store as above, or
consolidating multiple storesinto one.
inaround 30 locations which can no
tonger support a store we will close,
recapturing trade in nearby stores
or online.

The overall benefit of well-located space
isillustrated by the profitability metrics of
each group shown right. The average
Clothing & Home cash contribution
marginin 2019/20 of prime leasehold

stores was 25% of sales or £3 Om per store.

This represents a higher percentage
margin and more than 3x the average
cash contribution per store of those out
of which we plan to rotate.

STORE ESTATE

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

Average

CA&Hcash cash

contrbut'on contnbution

Store Grouping margin £mn
Prirne stores 25.4% 30
Core stores 234% 13
Rotation stores 18.5% 0.9
Total 22.5% 1.4

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

on a site with good access and car parking.
The disposal of the freehold of one store,
helped to fund the closure and the lease
costs of the remaining term of the other.
The new store has generated a substantial
upliftin cash profit and LFL sales were in
growth pre-Covid. The net investment
cost of the new store was just £2.1m
resulting in a strong payback on the net
capitalinvested.

Kettering closure £m
Sales 14.3
Cash contribution 11
LFL1//18% -12.3
Northampton closure £m
Sales 24.2
Cash contribution 25
LFL17/18 % -7.0
Rushden Lakes £m
Sates 390
Cash contribution 4.8

LFL1S/20% +6.5

LOOK AHEAD

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

I Metncsbor 2019/20 adjusted for Covid impact s inMarch 2020 Leasehald stares exclude wong leaseholds
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Returns outside of these parameters are
considered where they enable an exit of
long-term liability or in exceptional
locations. We will work with landlords to
negotiate appropriate terms at exit and
repurpose or develop space. However in
some cases it will be more economic and
brand enhancing to have a vacant store
rather thanlese the opportunity to move
to a better location.

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

To fund the programme, we have a
number of freehold and long leasehold
properties which offer an opportunity
to release cash from development.
Thisincludes our Marble Arch proposal
{outlined in our case study on the right)
and additional stores including a
number for residentiat development,
These properties tend te be in locations
where land values for alternative use are
higher than for existing use. We have an
objective to release at least £200m from
these projects.

While we acknowledge that the turbulence
of the past year means uncertainty
remains, we are currently forecasting for a
gradual return to more normal customer
behaviour, underlining the importance of
reshaping cur store estate to enable our
customers to shop their way with M&S.

Highlights

9 7m -46%

Footfall (average per week)

-%

m

Transactions (average per week)

81 (19/20: 68)

Stores net promoter score

Redevelopment; of Narble frok

As part of our efforts toermerge
stronger from the pandemic

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

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

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

OUR PEOPLE & CULTURE

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

which M&S was built and apply thermin a
madern setting, to build a renewed and
reinvigerated workplace. Quraim

was to create the moest engaging,
involving place to work in UK retail,

with a fast-roving, empowered
organisation and flat structure.

Over the past year, some of what we are
aiming to achieve has been accelerated
and cur colleagues have shown M&S at its
best. With a focus on cost and clarity of
purpose, colleagues have been adaptable,
resilient, pacey, less hierarchical,
commercially minded and innovative,
altin service of doing what's right for cur
customers. At the same time, the way
colleagues have supported each other,
and the engagement from leadership
with the front line, has rekindled the
feeling of being part of the M&S family.

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

Qur Peeple Plan post
SUK key aims:
1 Transforming our organisational

design to drive ownership, pace
and commerciality.

Becoming a data enabled and
digitally focused business.

o

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

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

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

G Moving away from hierarchy to
aninvelving, engaging culture
where everyone has a voice and
cangeton.

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

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

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

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

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

For our support centre colleagues,

an M&S Flexible Framework has been

put in place, moving to more dynamic
arrangements rather than permanently
office-based. The framework devolves
accountability Lo colieagues and line
managers to decide where and how they
do their best work. This means spending
more timewith custormers and suppliers,
with a minimum of two days per month
in stores and with partners, and spending
c.3days a weekin support centres to
enable collaboration, networking and
development, while recognising that
every role and every week is different.

Total employees’

® Female
48,727

® Mate
20,850

Total senior managers’

@ Female
57 (19/20 52)

® Male
79(19/20:74)

Total Board'?

® Female
4(19/20. 3}

® Male
6(19/20: 5}

Asal 202! yearend
7 Asat 25May 2021

COLLEAGUE REPRESENTATION MEASUREMENTS

Senior managers from ethnic minorities

8% (19/20: 8%)

We remain firmly committed Lo our target of
having 50% wormen and 15% BAME colleague
representation in our semor management team
by 2022, but have more to do ta hit our Largels
This year we continued to support and engage
with ourwide range of colleague diversily
networks across the business

Engagement

82% (19/20: 81%)

The progressive engagement score from

our monthly ‘Colleague Voice survey.

Our engagement score through the year was
strong at 82%, with 91% of colleagues feeling
proud towork for M&S. Nearly 50,000 of our
colleagues chose to participate and voice their
feedback and ideas, helping Lo give us an
informed picture of how colleagues feel

about the business.

Gender pay gap

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

Our gender pay gap, 1he percentage
difference betweon average hourly earnings
for men versus women, marginally decreased
this year and remained lower than the

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

¢) Becomingadataand digitally
enabled buysiness

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

However, with this shift not expected to
recede as we emerge from the pandemic,
we know we have to accelerate our focus
and culture to take advantage of the
online opportunity. The creation of M52
is sel to drive our focus to establish an
online first culture through:

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

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

- Empowering our colleagues through
technolagy — over 90% of our front-line
colleagues are now commviunicating
through Microsoft Teams, either on
their own devices or on tablets
which have been rolled out to all
management teams.

28  Marksand Spencer Group plc

OUR PEOPLE & CULTURE CONTINUED

- Afocus on placing data at the heart of
decision-making. M&S has aver 800
terabytes of data at cur disposal and
our data community 1S now over 800
strong, hetping to decipher patterns
and deliver the insights we need to
suppart our growth.

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

- Trialling new technology and omni-
channel trading initiatives - such
as video-powered retailing - in five
"10x" digital trial stores, with data
and digital teams working directly
with store teams.

3

M&S continues to be a destination for
industry-leading talent. Eoin Tonge
joined as Chief Financial Officer and
Richard Price joined as Clothing & Home
Managing Director in July, with Katie
Bickerstaffe moving from the Board to
the executive team as Chief Strategy and
Transfarmation Director earlier in the year,
They now make up half of the streamlined
and strengthened central leadership team
led by CEQ Steve Rowe

Creating empowered, responsive
and commercial leaders whoare
close to the front line

Fallowing financial year end, the
leadership team underwent a realignment
inresponsiblities as we move on from

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

Thereis more to do to engender our wider
leadership team with a sense of shared
rmission and accountability and putting

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

4

The adoption of Microsoft Teams, already
in train but sped up over the past year,

has been a key enabler to connecting all
colleagues, but critically also connecting
the trading areas to the store teams.
Whereas c.10% of colleagues were using
Yammer, now 30% of colleagues are using
Teamns at least once a week, with 85% on
their mobile devices. Teams has been key
for connecting leaders to the front line,
and every store colleague is part of a Team
fer operational and tocal communications,
which is the relevant trading area they are
part of, as well as receiving "all company”
corporate news Shifts are booked via
Teams, with operational task management
beng rolled out on Teams currently. This is
not only more efficrent and deliversthe
nght, targeted information to colleagues,
butis alse an enabler for bullding a more
digitally adept workforce.

Putting the voice of the stores back
atthe core of the business

While Tearns has been critical to the
business operating over the past year, with
many advantages, face-to-face contact
remains key, and there has latterly been a
focus on equipping managers and store
colleagues with weekly briefs to support
regular huddles. There is, however, more to
do to ensure face-to-face engagement is
happening regularly across every store, and
that every leader in the trading businesses
1sengaging their best sellerstodrive a
virtuous cycle of engagement to get the
right insight and buy-in to sell more.

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

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

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

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



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

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

rolled out.

Underpinning our nascent, but now

more focused, aim of driving a high-
performing culture is the new pecple

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

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

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

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

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

line managers, and investment in their
learning and develcpment; more digital
and dynamic cormnmunications, which

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

and holds quarterly meetings with the
Executive Committee.

Leadership focus on formal colleague
engagement surveys dissipated
somewhat during the pandemic, with a
focus on “in the moment” direct feedback.
However, this has now been reactivated
with an improved survey, more accessible
to colleagues via Microsoft Teams, and —
crucially - a much bigger focus from the
executive team. Ensuring the feadback

received is acted upon swiftly, and
cellaboratively, is a key priority for the
year ahead.

Learning and development remains

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

be offered.
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Building on our long-established

Marks & Start pregrarmme, through which
we welcomed 360 young people into the
businessinthe last year, we are proud to
be alead partner for the government's
new Kickstart programme. It is designed
to help young people currently on
Universal Credit who are at risk of
long-term unemployment to jumpstart
their careers, and not get left behind in the
pandemic We have offered 350 Kickstart
placesin our stores and have invested to
ensure that the experience we offeris
positive and consistent.

Clearly, other than the pandemic, the
death of George Floyd was one of the
defining moments of the last year.

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

in schemes such as the Black Interns
Initiative; an enlivened Culture and
Heritage network; and improved guidance
on a wider range of issues for managers,
such as about colleagues participating in
Ramadan. We also continue to participate
inthe 30% Club. However, representation
in our senior management population
remains flat, progress has been
frustratingly slow, and the fact is we

have a huge amount moreto dointhe
coming year.

Finally, fostering a sense of family within
the business has led us to launch an
alumninetwork, under the moniker

“M8&S Family”, to capitalise on the pride and
sense of belonging we know colleagues
feel who have worked for M&S. The
network is the first scale alumni
programmein the UK, and since launching
nFebruary has over 6,000 members

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

PLAN A REVIEW

WE’RE ALL INTHISTOGETHER

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

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

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

our structured community programimes
were suspended and we were not able to
farmally track volunteering hours in
2020/21. The impact of the pandemic
placed a huge strain on our NHS this year,
and our customers and Colleagues were
keen to find ways they could suppart.
Inresponse, our 2020/21 community
programme focused on raising funds

for NHS Charities Together.

REINVIGORATINGPLANA

We acted quickly to launch a range of
products and promotions allowing our
customers to raise money from purchases
-such as our Rainbow Sale, which donated
10% of the cost of every clething item

sotd to NHS Charities Together, orour
Allin this Together t-shirt - which sold

one t-shirt each second at launch with all
profits donated onwards. As a result M&S
donated £8 3m to support our fantastic
NHS heroes during the crisis, and over
28,000 customers continue to support by
selecting NHS Charities Together as their
chosen Sparks charity, with M&S donating
lp for every purchase.

In the face of an unprecedented crisis,

we did not lose sight of the goal of

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

Through Plan A - our multi-year
sustainability action plan - we address
the risks and opportunities that
environmentat and societalissues present
tousas business, it drives us to make
better chaices to ensure M&S, and the
precious resources and planet we rely

an, are in better shape for the future.

While Plan A was launched in 2007, its
roots can be traced back to our founders,
who recognised the enormous value
derived from building trusted
partnerships, treating peaple fairly

and taking a long-term approach to
innovation and investment,

Throughout the year, we have made
progress in embedding Plan Ainto
our operating model as a family of
accountable businesses and putting

3G Marks and Spencer Group plc

sustainabibity into the heart of our
commercial plans. (n doing so, we have set
better standards, which help us deliver
onour customer promise of trusted value.
We set new standards for one of our
biggest hero categories, with the launch
of our most sustainable denim range yet
this Spring (see page 31 for mere detail).

As part of our cormmitment to prevent
deforestation, we are exploring
altermatives to soy-based animal feed.
InFood, we completely elminated soya
feed in our RSPCA Assured milk by
replacing it with nutritious alternatives
such as rapeseed oil and sugar beet,
avoiding 4,000 tonnes of soy being
used each year.

We made good progress on our
commitment to redistribute all

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

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



Ouf mosh
sustainable
denim '7’%

All our cotton s responsibly sourced,

with the majorily through the Better Cotton
Initiative — helping farmers to reduce their water
usage and increase ther profits. The wash is the
process that gives denim its distinctive look and
finish but it's typically a waler-intensive process
M&S partnered with Jeanologia - the leader

N sustainable finishing technologies - and
innovated together to produce arange, which
means thal M&S jeans are now finished with
86% less waler compared with the industry norm
for denim finishing As part of our enhanced
chermeal policies, M&S is switching from
standard indigo dyes to cleaner alternatives
that reguire less water and chemicals Lo
produce 50% of the 2021 spring/summer range
has been made with this lower impact dye.

Environment:
Now moving tewards nets zero

In Nowvermnber 2020, we extended our climate
change commitment, with a pledge to build on
the carbon neutral operations we have today
towards nel zerg emissions by 2035, This builds
onourexisting science-basedtargets with a
greater ernphasis on delivering reductions in
emissions that we currently offset

We are preparing for the future adoption of

the Task Force on Climate-related Financial
Disclosures (TCFD) recommendations. We have
demonstrated our progress onaligring our
climate reporting with these recommendations
and set out our plans for next year inour

ESC Committee Report.

© Further detail on our climate disclosures

is on pages 74-76.
Setiad:
L&M[Ungr on puman rights
Sourcing ethically —and reporting transparently
onour supply chain practices —is core to how we
do business, It's part of the promise we make to
our customers and this year we have provided
additional assurance that they can shop from
M&S with confidence. In January 2021, we were
the first major UK retailer Lo publicly support
the Coalition to End Forced Labour inthe
Uyghur Regicn's “Call to Action”, ensuring our
supply chains are nat linked Lo the human rights
abuses in the Xinjlang regien

Setting standards in our own supply chams,
haowewver rigorous, can only set a baseline Tobe
serious about ensuring everyone who works
with M&S 1s treated with decency and respect,
we musl hold a mirror up to make sure the
reflection s true. That is why we asked Oxfam to
conducl agap analysis of our supply chainand
we published the findings in full. As part of our
response, we have taken action Lo scale our
worker voice programmes and committed to
share our learning to help drive meaningful
industry-wide change.

Gevemance:
Qur new ESG Committee

Helping our customers, colleagues, and
communities lead happier, healthier and
fulfiling Lives is core Lo the M&S brand and
great work continues to be delivered; but we
need to continue Lo reinvigorate Plan Aand
pul it back at the centre of our customer slory
in December, we established a new Board
Sub-Committee on Envirgnmental, Social &
Governance (ESC), chaired by Tamara Ingram,
to provide focus and oversight of our Plan A

programme across the business. The invaluable

insight and experience of our Committee
members provides robust challenge to our
thinking aswe look to reinvigorate Plan A
in2021.

@ Further detail about the activity of the
Committee is set out on page 73.

Tow good to waste:
Increasing foud
ri &d%‘bﬂ/bum

Founded in 2015, our redistribution
partnarshipwith Neighbourly has been
updated with newly designed app
technology that enables stores to donate
any food surplus more efficiently to those
that need it most Stores across the UK and
ROl are matchedto a network of more than
1,400 community partners —such as our
Clasgow Pollok store, which partners with
Indigo Eats Lo deliver childcare services for
families with children from 6 weeks to 16
years oldin the localarea - who collect and
deliver surplus such as fresh fruit, vegetables
and bakery products daily The new app
was designed with our store colleagues, and
their input ensured that it was successfully
integrated into our store routines and
processes. Since its launch, most of our
stores have more Lthan doubled the amount
of stock they are donating We donated a
totalof 11.8m mealsin 2020/21 and reduced
food waste in store by atmost 5,000 tonnes.
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OURRENEWED PLAN A

As the world emerges fromthe
pandemic, we believe customers will
look to brrands they can trust and

have confidence In to of fer quatity

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

° Read more on Plan A

corporate.marksandspencer.com/
Plan-A-Report-2021

Annual Report & Financial Statements 2021 3



PLAN A REVIEW CONTINUED

PLAN AMEASUREMENTS
Measurement Progress
FOOD WASTE Donations of surplus in meals equivalent 11 Sn.l +126% on 2019/20
meals
PACKAGING Percentage of packaging classified as being 87% +10% on 2019/20

easily recyclable

WASTE TO LANDFILL Percentage sent to landfill y}cr() Zeroin 2019/20
M&S GREENHOQUSE The gross carbon dioxide ermissions from M&S operated 208 000 -13% on 2019/20°
GAS EMISSIONS {(COe) stores, offices, warehouses and delivery fleets worldwide. * ’CO

In addition, we purchase renewable energy and carben tonnes CO,e

offsets to match these ernissions, making our global

operations carbon neutral
MARKS & START Number of UK placements offered cgrs() -81% on 2019/20°

St
COLLEAGUE Number of paid volunteering hours provided by Paused dueto nfa
VOLUNTEERING M&S colleagues Covid-19
COMMUNITY Donations raised by custoemers and colteagues £a) 41.11 -64% on 2019/20°
a Y

AND CHARITIES

M&S donations relating to the Sparks loyalty scheme,
the Rainbow Sale which supported NHS Charities

Together and cause-related marketing

£14.9m

+210% on 2019/20°

In 2020/21, a number of Plan A measurements were materially impacted by the consequences of Covid-19. Whilst colleagues

cantinued to support therr local communities, a number of our structured programmes were suspendad or disrupted. In 2021/22

we will rebuild participation in the Marks & Start schemein addition to supporting the UK Covernment's Kickstari programme with

360 placements.

STREAMLINED ENERGY AND CARBON REPORTING

ENERGY AND TRANSPORT FUEL CONSUMED

GREENHOUSE GAS (GHG) EMISSIONS

This year Lastyear This year Last year
2020/2) 2009/20* % 2020/21 2019/20* %
(GWhs) {Gvrhs) change {000 tonnes) {000 tonnes) change
UK operations 787 827 -5% Direct emissions (scope 1) 157 173 -9%
International operations 18 23 -21%  of which UK. 156 172 -9%
Group B80S 850 -5% In-direct emissions from
* Perfarmance has boo? restated to use artual data sourced fram ntesnat:onal ElECtFiC\ty (SCODE 2) 141 168 -16%
operat.ons, inplace of previous year estimates of which UK: 129 154 _16%
) ) ) . Total gross/location-method
2020/21 saw a significant impact tqthe operatlonalspace in scope 1+2 GHG emissions 298 341 3%
our stores as we reacted to the national lockdowns, with entire -
trading floors closed for several month's at a time. The closure of which UK, 285 325 -12%
of this space will have materially reduced the amount of GHG intensity per 1,000 sq ft
energy consumed. of salesfloor 15 17 -12%
The principle measures taken to improve energy efficiency in Procured rencwable energy 120 143 -16%
2020421 include continued roll-out of new refrigeration shelf- Total market-method scope
edge technology, conversicns to LED lighting and the trialling 1+2 GHG emissions 177 198 -N%
of new fan technologies at certain locations of which UK 164 182 -10%
Procured carbon offsets 177 198 -11%
Total net scope 1+2
GHG emissions 4] 0
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GHGemissians are fromoperationally controlled act v ties naccordance with
WRIZWBCSD GHC Report ng Pratacols (Revised edif-on}and 2015 Scope 2 Cuidance

us ng DEFRA/BLIS 2020 Creenhouse Gas Reoarting Conversion Factors, whichinmclude
a 9% lower carbonintensityrating for Uk gr d electric ty tnat reduces our em’ssions oy
11 787 tonnes O ecompared with our location-based 2019/20 figures For ful. details
olease see our 2021 Plan AReoort

* Performance nas bheen restated touscactual data sourced from nteraatianal
aperations, nplace of orevious year estimates



NON-FINANCIAL
INFORMATION STATEMENT

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

PEOPLE

We are committed to providing all of

our colleagues with a safe working
envirenment and an organisational
culture which promotes diversity,
inclusivity, personal development and
mutual respect. We want people to enjoy
coming to work and for the workplace to
be free from discrirmination, harassment
and victimisation. 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 64 to 65 Further detail on

social matters can be found in People

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

° Read more on our commitment to
peaplein our;

- PeoplePrinciples

- Codeof Conducl

- Responsible Marketing Principles

- Equal Opportunities Policy

COMMUNITIES AND ENVIRONMENT

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

o Read mora on our commitment to
communities and the environment on
our dedicated corporate website areas:

- Community Engagement

- Delivering Plan A

€@ Readmore on our activities in these

areas this year:

- Environmental commitments and progress
can be found in the ESC Committee report
onpages 731076 andthe Plan A review on
pages 30to 32, which includes details of our
GCreenhouse Cas {{CHG) emissions

STRATECIC REPORT

- Ourcontributions lowards, and consideration
of, communities is integrated throughout
the reporl and canalso be found in aur
Section 172(1) statement on pages 34to 36
and 68t 69 and the ESC Committee report
onpages73to 76

HUMAN RIGHTS

M&S has a long history of respecting
human rights in the UK and standing up
forthose values internationally. Cur
commitment to human rights is reinforced
in our Human Rights Policy and Code of
Conduct and, for all suppliers and
business partners, in our Clobal Sourcing
Principies. We are also a signatery to the
principles of the United Nations Global
Compact. We strive to be a fair partner by
paying a fair price to suppliers, supporting
local communities and ensuring good
working conditions for everyone working
inour business and supply chains. We are
committed to building knowledge and
awareness on humanrights for all of our
colleagues and suppliers, encouraging
them to speak up about any concerns
without fear of retribution - the cutcomes
of which also enable us to comply with
legistation and meet the expectations

of shareholders.

° Read more on our commitment to
human rightsin our:

- ModernSlavery Statement

- Human Rights Policy

- Code of Conduct

- ME&S Giobal Sourcing Principles

- Child Labour Procedure

- M&Sgrievance procedure for Food
and Clothing & Home supply chains

- Confidential Reporting Procedures

- M&SResponseto Covid-19 Workers
in Supply Chains

ANTI-BRIBERY AND
ANTI-CORRUPTION

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

Our programme includes detailed
procedures and controls around giving
and receiving gifts, hospitality and
entertainment; procedures for engaging
new suppliers and partners, specifically
those whoare based in higher-risk
jurisdictions, and standard contract
clauses; and clear reporting channels,
including confidential reporting. All
colleagues are required to undertake
mandatory Anti-Bribery and Anti-
Corruption e-learning. The Company will
consider taking disciplinary action against
anyone who fails toc comply with its
Anti-Bribery Policy, up to and including
dismissal. Any potential incidents
reported internally or to the external
confidential reporting channels are
followed up and fullinvestigations
launched where such action is deemed
appropriate after preliminary enquiries.
Allinvestigations are subsequently
reported to the Audit Committee

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

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

- Business Partner Anli-Bribery and
Anti-Corruption Policy

- Code of Conduct
- Confidential Reporting Procedures
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SECTION172{1) STATEMENT

ENGAGEMENT &
DECISION-MAKING

SECTION172(1) STATEMENT

We believe that considering our stakeholders
inkey business decisionsis not only the right
thing to do, but is lundamental to our ability
todrive value creation over the longer term
Now, as we enter a new financial yearin the
midst of recovering from a global pandemic,
balancing the needs and expectations of

our stakeholders has never beena more
important or challenging task

Board directors are bound by their duties
under the Companies Acl 2006 (Lhe “Act™)
Lo promote the success of the Company
forthe benefit of our members as a whole
In doing so, however, they must have regard

for the interests of all of our stakeholders,

to ensure the long-term sustamability of the
Company The Board is therefore respensible
forensuring that it fulfils its obligations

Lo those impacted by our business, inits
stakeholder consideraticn and engagement
Stakeholder consideration is embedded
throughout the business, with the Execulive
Commitlee ("ExC0") and senior management
actively engaged in communication and
involvement initiatives

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

the year, had regard 1o the matters set oulin
Section 1721 {a)to (f)of the Act, alongside
examples of how each of our key stakeholders
have been considered and engaged Further
information can also be found throughout
the Strategic Report and in our exploration

of key strategic decisions made inthe
Covernance Report,.

Read more:
© Strategic Report, p2-57

© Key Board Decisions & §172(1)
Cansiderations, p68-69

© At marksandspencer.com/thecompany

STAKEHOLDER ENGAGEMENT & CONSIDERATIONS

SHAREHOLDERS @

Why they matter

Securing our shareholders trust through
conlinuous engagement ensures thair angoing
nvestment and support

Key pricrities

Far some, delivering sustainable, proflitable
growth over thelongterm For others, seeing
immediate returns on therr imvestment
Increasingly, seeing proactive and conscienl ious
"ESGT plans being formed and corresponding
good performance in Environmental, Social and
Corporate Governance areas.

Engagement approach

- Last year's Digital AGM was the Board's most
engaging and constructive yet because we
were able to reach shareholders directly in
their homes, instead of only those able to
attend a London-based meeling. Private
shareholder engagement was nearly trebled
with €1,500 individual shareholders engaging
wilh cur AGM platform, either Lo watch, vote
or submit questions The webcast of the
meeling has been available to waich on cur
website throughout this year

- OQur Private Shareholder Panet s agroup
of randomly selected private shareholders
who haveilhe opportunity to attend regular
meetings with our Board and senior
managemenlL, during which they can hear
maore about M&S and provide their input on
the business direction of travel Duetothe
impact of the pandemic on planned
activities, we extended the tenure of our
2019720 Panel and continued to hold
meetings with therm digitally, to ensure
that they had ample opportunity to share
ther views
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- Our Investor Relations team, alongside
the Chairman and senior management,
maintains aregular dialogue with key
mstitutional investors Over the course of
the past year, the team met with (via video
conferencing and over Lhe phone) over 100
institutional funds, engaging with investors
who we estimate represent over half of our
1ssued share capital

Governance considerations

- Dmidend decision-making, balancing the
desire of shareholders for immediate returns,
against the need Lo preserve Lguidity and
ensure the sustainabitity of the business
throughout the Covid-19 pandemic and
uncerlainties surrounding recovery timings

— Overarching strategy and purpose setting,
amed at delivering against shareholders’
needs for long-term, sustainabte and
profitable growth.

-~ Audit Committee oversight of internaland
external audit processes, ensuring the
business internal framework of controtsis
sufficiently adequate lo protect shareholder
investment, and that the presentation of the
financial statements provides investors with
anaccurate, fair and batanced view of
performance, strategy and aperations

CUSTOMERS .

Why they matter

Qur customers are at the heart of cur business
Maintaining and increasing their enthusiasm
and loyalty for the M&S brand ensuresthe
enduring success of cur business

Key priorities

Creat quality and value products; having good
avallablity across product Lines, a store estate
andanonline offer that are easy and enjoyable
to shop in; a conscientious corporate atizen whe

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

Engagement approach

- We monitored Customer Mood during
Lockdown, surveying 1,000 customers a
week to undersiand their thoughts, feelings,
and mooed, what they wanted from retailers,
and how Lhey fell about M&S during this
period With the insights directty influencing
senior managerment in shaping our tone and
contentin communications and marketing

~ Having a great online shopping experience
became even mare impaortant during
lockdown Toimprove our Dotcom
Experience, we conducted 50 1n depth
cuslomer interviews across the whole
end-to-end online journey, covering 135
interaction evaluations, and then did a similar
exercise for arange of competitors to assess
user experiences The findings are directly
contributing to the cptimisation of our
website to maximise online growth

- Weregularly conduct focus groups, in-depth
interviews and surveys across the business
For example, this year, we heid 8 focus groups
and 70 in-depth interviews, and surveyed
2,000 customerstohear therr thoughts on
our Lingerie offer Using the findings,
management identiNed key customer
prionty areas to focus onand ensure we
relain our number 1 rmarket share position

Governance considerations

- Approval of various organisational and
operational changes for the business to
adapl to the Covid-19 lockdowns, ensuring
that customers coutd shop canfidently and
safely n stores, and that there was continuity
of supply to meet customer demand online

- Oversight of the programme fortaunching
M&S product onthe Ocado platform,
ensuring workstreams were proceeding to
schedule, with the ultimate aim of providing
new and existing customers access Lo M&S
Food products ontime for delivery
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COLLEAGUES

Why they matter

We cannol operate and achieve our strategic
goals without an engaged colleague base that
feels appreciated, and is motivated to deliver
far cur customers and the business' success
Key priorities

Feeling valued and appropriately rewarded;
having aninclusive and divorse place Lo wark
with arespectful corporate culture; being abie
to share their views and have their colleague
voice heard in decision-making,

Engagement approach

- Our Business Involvement Group (BIG),
anetwork of elected representatives from
across all parts of the business, facilitates our
engagement with colleagues, with local BIC
teams regularly feeding back to National BIG

- Colleague updates on performance and
stralegy are provided by ExCo members and
senior management through regular
business area "huddles”, as well as by email,
virtual meetings, and our Microsoft Teams
communication and collaboration platform.
Colleagues are encouraged to be involved in
these forums by voicing their views, ideas and
qguestions with the leadership team directly.

- The ExCo Lhis year updated our Inclusion &
Diversity {I&D) strategy, publishing seven
rew [&D training modules and a suile of new
policies and Line manager guides, aimed at
supporling and highlighting to colleagues
the impartance of delivering aninclusive
culture withina diverse environment Qur
seven colleague-led 1&D networks also
continued to provide peer support and
subject matter expertise to Lhe business,

- Cur monthly Colleague Voice Pulse Survey
gives the Boardand ExCo aninformed
picture of how colleagues feel about the
business The progressive colleague
engagement score Lhrough the year was 82%,
with 91% of colleagues participating saying
that they feel proud to work for M&S

Governance considerations

- The charr of BIC represents the collective
colleague voice by attending Board and
Remuneration Committee meetings
throughout the year, while ExCo members
altend National BIC meetings to understand
theissues that are important to colleagues

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

Community acceptance and mutual respect
provides us with a licence to operate and
ensures we are aforce for goodfor the
pecple and places we impact. Thisincludes
Lhe wider environment, where considerate
use of resources contributes towards our
long-Lterm sustainability

COMMUNITIES

Why they matter

Key priorities

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

Engagement approach

- This year, our Charitable Donations reached

over £14 9m to charities and good causes,
ncluding £8.3m donated to NHS Charities
Together to support NHS workers and
patients through the Covid-18 pandemic.
In addilion, we contlinued Lo support our
long-term partners, such as Macmllan,
Breast Cancer Now and the Royal British
Legion, and expanded the Sparks rewards
scheme to support 35 charnty partners

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

- The M&S Company Archive focused ondigital

opportunities for people to explore the rich

heritage of M&S These included downioadable

learning packs for schools and home learning,
and digital reminiscence resources that have
supported older pecple in over 2,000 care
settings across the UK Visit marksintime
marksandspencer com far more detatls.

Governance considerations

- Creating aBoard Sub-Committee to oversee

ESCrnatiers Theseincludedtherefresh
of our Plan A sustainability programme,
inrecognition of growing community
and government interest in how we are
addressing the climale crisis

- Boardoversight of initiatives Lo support
communities throughout the Covid-19
panderruc, including clothing and food

donations to local hospilals and the addition

of charitable partners to our Sparks scheme.

SUPPLIERS

Y/hy they matter

Cur trusted suppliers enable us to provide

our customers with the high-quatity, ethically
sourced and preduced goods they expect.
Key priorities

Aldong-term, productive relationship with M&S,
allowing them to create great products, build
volume at eguitable prices and achieve their
own strategic goals.

Engagement approach

— The Chairman hosts arolling programme
of Listening Groups with suppliers.

- Qurpool of dedicated dairy farmers are
guaranteed a set price for fresh milk under
our Milk Pledge Plus programme. Qur price
accounts for the cost of production and
ensures that our supplying farms have
sufficient profil to investininfrastructure,
arnimal welfare and environmental
improvernents to mantain their leading
posttion. Asa result, we were the first major
food retaiter Lo have all its milk-producing
dairy farms assured by the RSPCA and have
also removed soya from the cows diet to
guarantee a non-deforestation position for
the ervironment,

- We measure Supplier Satisfaction using the

independent Advantage Report Mirrarto
survey a proportion of our supplier base each
year Inrecognition of some challenging
feedback we have received inrecent years,
and to ensure we continually improve how we
work with suppliers, we have investedina
full-time Supplier Engagement Manager

As aresult of site visit limitations during Covid-19,
both in the UK in Foods and globally in C&H,
our Worker Voice Programme was expanded,
allowing us to hear directly from factory workers
inour supply chain on ther experences

We have continued working with our supptiers
on Preventing Modern Slavery, welcoming
the independent Anti-Slavery Commissioner’s
malurity framework, against which we have
assessed ourselves predominantly as
“Evolving Cood Practice”, with some activity
"Leading on Human Rights Innovation”
Further details are available online iIncur
2021 Modern Slavery Statement

Governance considerations

PARTNERS

Board and Audit Committee oversight of
risks relating to the rapid growth of online
sales during lockdown, emphasising the
importance of supply chain preparedness.

Audit Committee review of compliance
wilh the Groceries Supply Code of Practlice,
ensuring suppliers are treated respectfully
and fairly, and any concerns raised are

considered and addressed

Why they matter

Our partners provide avenues to expand our
reach and access to new customers - inthe UK and
internationatly. We also have partnerscritically
assessing and supporting our aperations, to
ensure we constantly evolve and iImprove,

Key priorities

A corporale partner who responds to concerns,
acknowledges jurisdictional and technical
expertise, and provides peer-to-peer support,

Engagement approach

This year, we invited Oxfam, as a critical
friend, tocarry out a Gap Analysis across our
supply chains infndia and the UK and provide
us with honest insights about the experiences
of those who work far, or with, us. To benefit
others inour sector and hetp us shape clear
priorities for action in 2021, we shared the
report and our response in full en our
corporate website (Working in Marks and
Spencer’s Food and Footwear Supply Chains)

WwWhen we engaged with franchise partners
onways we could support Lheir operations in
lockdown, they told us that WHS Trusts were
logking Lo them to stock more basic groceries
in their Hospital Stores We expanded our
range as aresult, to help our pariners serve
NHS staff working incredibly long hours.,

Governance considerations

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

Considaration and approval of Qcado
Retal's strategic {ive year plan, ensunng
the enduring success of our partnership
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SECTION 172(1) STATEMENT

“NEVER THE SAME AGAIN” CONSIDERATIONS

During the year, as the Board made decisions implementing our strategy and Never the Same Again (NTSA) priorities,
the different interests of our stakeholder groups, and the impact of key decisions upon them, were considered.
In some cases, the interests and impacts between stakeholder groups conflicted, and the Board had to assess
these conflicts and attempt to batance them in their decision-making.

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

Board's key decisions made during the year can also be found on pages 68 to 69.

36

Faster Food growth Capture value in the
with Ocado Retail Food supply chain
Key influences Key influences
- Customers, and Ltheir - Shareholders,
increasing dermand and the efficient
for enline delivery use of their

services, particularly
during lockdowns

- The potenlial for
significant volurme
growth for existing
suppliers,and
introduction of new
brand suppliersto
the M&S Food of fer.

- Improving M&S' share
of Ccado Retals
returns, Lo ultimately
contribute to
shareholder value

investment to
maximise relurns
through our
Food business

- Customer demand
for good availability
of products at
great prices

- Theenvironrent,
and the need to
Teduce our waste
levels and ensure
that we can minimise
our use of resources

Impacts

- Valuable job
opportunities have
been provided in
communities,
by opening new
customer fulfilment
centres ("CFCs")

- While CFC capacity
struggled to meet
customer demand
atthestartof the
Covid-19 pandemic,
Ocado Retail's
improving operations
mean thatit is
now sustainably
performing at
capacity The opening
of anew CFCin
Bristoland openings
inthe forthcoming
year will continue
to grow rapdly
customer access
to M&S Food

Impacts

- Thecantinued
rotl-out ol the
Vangarde supply
chain programme
has improved
avallability in
participating
M&S Food stores,
contributing to
improving colleague
andcusltomer
feedback

— Supply chain
optirmisation has
been an enabling
factorinour
continued
investment in
Rermarksable Value,
meaning that
cuslomer value
perceptionis
improved

Marks and Spencer Groupplec

Simplify range and
value in C&H

Turbocharge growth
at M&S.com

Key influences

- Suppler
relationships, and
balancing the need
Lo support smaller
suppliers against the
need Lo have fewer,
strategic suppliers
foramore simplified
range

- Customer
perceptions of our
exisling range, and
their shifting demana
throughout the year
towards more lounge
and athleisure wear

- The potentialimpact
on calleagues of
simplifying the range
and, as aresult,
streamtining
operations

Impacts

- Operational
efficiency with
our suppliers has
improved, as we are
now buying fewer
product linesin
greater depth

- This mere economic
buying has
improved the
use of shareholder
inveslment

— However,
restructuring our
C&H operations
1o beftfor future
streamlined activities
has unfortunately
resultedin colleague
redundancies in
support centres,

Key influences

-~ Tneneediomaximise
shareholder reiurn,
andthe opportunities
for doing so
presenied by the
shifLin customer
behaviours Lowards
shopping online.

- Colleagues at
distribution centres,
andthe pressures
they have been
experiencing
while operating at
maximum capacity to
fulflil online orders.

- Theongoing impacl
on the environment
and customer
perceplions of
an inefficient
distribution nelwork,
where orders are
fulfilled and
delivered from
varipus locations.

Impacts

- Thecreation of
aur M&2 division 1s
improving the
cuslomer experignce
of M&S com —with
website and mabile
app developments,
and by using Sparks
tohave mare
personalised
relationships with
customers

- New partnerships
have been formed
by introducing
third-party brands on
M&S comn, adding to
our style credentials
with customers

Store estate for the
new world

Key influences

— VManous custorner
perceptions; for
some, we have a
declining store estate
which generates a
negative shopping
experience For
others, they expect
an M&S presence in
the local community
to be maintained,
regardless of store
condition

- Colleagues and
the importance of
their job secunty
intheevent of any
store closures

- Rermoving Lthe burden
of leng-term store
leases onour balance
sheet, to unlock
shareholder value,

Impacts

- Cuslomer
perceplions and store
performance will
IMprove as our
ageing, high-slreet
stores arerelocated
to new premises that
provide a better
customer experience,

- While closing stores
has inevitably led to
some ok losses,
much of our store
rotation is being
achieved with
relocations, where
the vast majonty of
colleagues from
clpsing storesare
redeployed



STRATEGIC REPORT

KEY PERFORMANCE
INDICATORS

FINANCIAL
GROUP PROFIT BEFORE TAX (PBT)
GROUP REVENUE o 0 & ADJUSTING ITEMS ‘ °
? -11.8% )41 -89.7%
£9.0bn £41.6m
17118 o 1718 5809
18/19 |04 18/19 |5117
19/20 o2 19/20 |4031
20/21 20/2) - 416

/A -

Croup revenue befare adusting items on a 52-week basis decreased
11 8%, with UK revenue down 11 3% driven by Clothing & Home revenue
declining 31 5%, and International revenue down 17 5%

RETURN ON CAPITAL EMPLOYED (ROCE)

The Group delivered profit before tax and adjusting items of
£E41 & in a year characlerised by unprecedented lockdowns,
resilient performance and disciplined management of costs

ADJUSTED EARNINGS PER SHARE (EPS)

3.8%
17/18

1819
19/20

20/21 _ 18

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

RIsYs)

DIVIDEND PER SHARE

.1 . .1 p—93.4%

1718
18/19
19/20
20/21 'm

l278

|237

Adjusted basic earnings per share was 1.1p (last year earnings of 16 7p)
duetolower adjusted profit year on year

FREE CASH FLOW
(PRE SHAREHOLDER RETURNS)

Nil™
1718
18/19

19/20 39

20/21 | Nil

We did not pay advidend in 2020/21. As we recover balance sheat
metrics consistent with investment grade, we will assessthe
reintroduction of dividend payments, although as we focus on
restoring profitability thisis unlikely In the current year

o Alternalive performance measuresas outtined on the inside cover
° These figures are reported an a 52-week basis.

° These figures are reported an a 53-week basis.

£296.4m

17/18 4175

18/19 |v80.8
19720 [ Reslated to 2057

20/21

I -

The business generated free cash flow of £296 4rn, largely driven
by waorking capital inflow, reduced capital expenditure and lower Lax
payments, which more than offset Lhe lower adjusted operating profit
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STRATEGIC REPORT

FINANCIAL
REVIEW

EoinTonge,
Chief Financial
Officer
FINANCIAL SUMMARY
53 weeks
ending 52 weeks anding
2April21 27March21  28March 20 Change %
£m Em £m {5Z week)
Group revenue hefore adjusting items 9,166.9 8,972.7 10,1819 -ng
UK Food 61385 5,994.8 6,028.2 -06
UK Clothing & Home 2,2390 21986 3,209] -315
International 7894 7793 944 6 -17.5
Group operating profit before adjusting items 222.2 209.7 590.7 -64.5
UK Food 2286 2136 2367 -9.8
UK Clothing & Home (130.8) (129.4) 2239 -157.8
International 441 451 na7z -59.3
M&S Bank and Services 19 20 16.8 -881
Share of resultin asscciates and joint ventures 784 784 2.6 2,915.4
Interest payable on lease Viabilities (1249 (122.5) 133.4) 8.2
Net financial interest (47.0) (45.6) (54.2) 15.9
Profit before tax & adjusting items 50.3 416 4031 -89.7
Adjusting items (259.7) (242.8) {335.9) 277
(Loss)/profit before tax (209.4) (201.2) 67.2 -399.4
(Loss)/profit after tax {201.2) (194.4) 27.4 -
Basic (loss)/earnings per share [(feR)] e (2.8)p 13p -

Adjusted basic earnings pér share 140 11p 16 7p -
Dividend per share - - 39p -100
Net deht’ £3.52bn nfa £3.95bn -10.9

1 Duetoachange inthe Group'saccounting policy to recognise BALS oayments al the scttlement dale, ratnes than wnenihey are in tiated, Lhe comparat ve armnounts far net debt
and free cash flow have beenrestated

Notes:

Thisyear weare reporting on the 53 weeks to 3 Apnl 2021 Profit metrics are pravded ona §3-weok basis intne Financ gl Statements Toprogide @ meanngful compansan gith (ass
year's S2-week penod, all performance commentary inths secbons statedan an unawdited 32-weck basis, and atl casnand net debt commentary s o1 a 53-week pasis, unless
otnerw sanoted

Thereare anumber of ron-CAAP measures and alternative profitmeasures CAPMS™), discussed within th s announcement and ¢ glossary and reconciliat on o statutory measurests
orov ded 01 page 191 Adjusted results are consistent with haw pusiness performance s measured nternally and presented to aid comparatil ty of performance Retertoad,usting
‘Lems table below “or further details
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GROUP RESULTS

Croup revenue before adjusting items was £9,166.8mon a
53-week basis. On a 52-week basis, it decreased 11.9%, with UK
revenue down 11.3% driven by Clothing & Home revenue declining
31.5% and International revenue down 17.5%. The Group generated
an adjusted profit before tax of £50.3m and a statutory loss
before tax of £(209 4)m on a b3-week basis (or £41.6mand
£{201.2)m respectively ona 52-week basis).

Statutory {oss before taxincludes total charges for adjusting
itemns of £259.7m an a 53-week basis, including charges of £133.7m
related to organisational change, £95.3m in relation to store
closures identified as part of transformation plans, £79.9m for
Intangible assetimpairments, offset by a £90.8m gain largely
relating to the release of a portion of the Covid inventory
provision made in the prior year. For full detaits on adjusting
itermns and the Group's related policy see notes 1and S tothe
financial statements.

UK: FOOD

Opersting profit before

Operating profit before

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

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

with these sales instead reported through Ocado Retail.

Excluding franchise and hospitality, core M&S Food categories
performed strongly, particularly over key events, with LFL
revenue growth of 6. 9% for the year.

%changetolLY @l G2 Q3 Q4 FY
Food =21 16 272 -4.4 -06
Food LFL 2.0 34 26 2.7 13
Food LFL ex

franchise and

hospitality 77 8.6 8.4 2.8 69

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

27 March 21 28 Mar 20
52 weeks ended £m £m Change %
Revenue 5,994.8 6,028.2 -0.6
Operating profit before

adjusting items 213.6 2367 98
Cperating margin 3.6% 39% -35bps

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

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

for furlough incorme and business rates are detailed ina

separate section.

adjusting items £m  adjusting items £m
2019/20 236.7 2019/20 236.7
Cross profit (60.7) Lost gross profit (154.0)

fram hospitality/

franchise
Stare staffing 30.8 CGross profit growth 933

fram core £

categories o
Other store costs 56.3 Direct Covid costs (69.0) &

(&)

Distribution and 46.8) Government 101.0 G
warehousing support E
Central costs {2.7) Cther cost savings 55 ;
2020/21 213.6 2020/21 2136

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

Store staffing costs declined £30.8m, primarily driven by

£45 5m of efficiencies enabled by technology improvements
instore. We incurred Direct Covid costs within store staffing
relating to incentives for retail colleagues of £20.8mand door
host costs of £33.7m. Store staffing costs include government
furlough support of £28 8m.

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

Distribution and warehousing reflects the increased costs
asaresult of online orders, as wall as Brexit-related costs

of £9.0m and Covid-related hygiene and social distancing
measures The Food business ncurred total costs relating to
Brexit of £9.9min the year, a detailed breakdown s given in
the Brexit section below.
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FINANCIAL REVIEW CONTINUED

QOCADO RETAIL LIMITED

UK: CLOTHING & HOME

The Group holds a 50% interest in Ocado Retail Ltd ("Ocado
Retail"). The remaining 50% interest is held by Ocado Group
plc (‘Ccado Croup’). Full year results are consistent with the
quarterly results reported by QOcado Group on behatf of
Ocado Retail for the quarterly periods ended 31 May 2020,
30 August 2020, 29 November 2020 and 28 February 2021,

Group share of consolidated results of Ocado Retail Ltd

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

52 weeks

ended

£m 28 Feb 2021
Reverue 23532
EBITDA before exceptionalitems 1899
Excepticnalitems 50.5
Operating profit 2042
Profit after tax 156.8
M&S 50% share of profit after tax 78.4

GcadoRetal Lldisreparted as an associate ot M&S as certannghts arc conterred on
QcadoCraup plc foran mitiglperiod of at least five years from acquisition Lxceptional
cemsare defined witan the Ocado Group ple Annual Report and Account s 2020 Aprnor
yearcomparative s not provided here asiheinvestment nOecadoReta LLtd was made
part-way through 2019/20

Ravenue grew 43.7% on an annual basis due to strong demand
for online grocery, higher than normal baskel size and a
smoothed trading profile across the week. Follewing switchover
on ] September, M&S products have accounted for over 25% of
the average Ocado basket

Ocado Retail EBITDA before exceptionalitems was £189.9m,
driven by the strong revenue growth and cost performance
reflecting a period of sustained high demand. Units per hour
throughput increased in customer fulfitrment centres, with
cperational improvements across the network Trunking and
delivery costs reduced as a percentage of sales due to fewer
deliverias per van, as a result of a higher number of items
per basket.

In addition, Gcado Retail has recognised £50.5m of exceptional
income before tax, largely related to insurance receipts for
business interruption for the period up to 28 February 2021
arising from the Andover firein 2019

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

After acharge of £14.2min adjusting items relating to the
amortisation of the intangible asset created by the investrent,
Ocado Retail contnbuted £64.2m to Croup profit after tax.

40 Marks and Spencer Group plc

% thange o G2 o3 Qa FY
Clothing & Home -615 -21.3 -25.] -187  -31.5
Clothing &
Home stores -838 -395 -465 -606 -56.2
Clothing &
Home online 215 46.4 475  105.8 53.9
Clothing &
Home |LFL -59.3 -21.2 -24.) -155 -29.8

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

Online

52weeks ended 27 Mar 21 28 Mar 20 % change
Traffic (m) 4175 3088 352
Active customers (m) 90 59 525
Cenversion (%) 7.2 6.3 09pts
Average order value (£) 497 51.5 -35
Returns rate (%) 18.8 280 -9.2 pts
Revenue £m 1,109.7 721.3 539

UK Clothing & Home online revenue increased 53.9%. Following
initial disruption in April, online szles remained strong and built
momentum, with quarter four revenue up 105.8%. Online
customer traffic increased 35 2% driven by both direct and paid
scarch helping to drive 52 5% growth in active custorners to 9.0m.
Crowth was led by mobile, with over 3.5m downloads of the M&S
app driven by the relaunch of Sparks. This led to increased app
usage, with 2 3m manthly active users (2019/20:1.2m), which also
helped to drive betler conversion. In addition, there was a benefit
from a ¢ 0.9 percentage point reduction in returns rates
compared with last year due to changes in customer behaviour
and product mix during lockdown. This offset headwinds from
lower in-store orders, which are attributed to the online channel,
aswell asasmalldecline in average order value as customers’
purchases focused on core product.



Stores

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

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

faverage/week) 10 21 -52.4
Basket value (£) 306 323 -53
Revenue £m 1,088.9m  2,487.8m -56.2

UK Clothing & Home store revenue decreased 56 2% the impact
of national lockdowns, locat restrictions and the shape of the
store estate adversely impacted the business with footfzall down
67.8% and overall transactions down 52 4% Basket value fell 5 3%
in stores in line with online as customers’ purchases focused on
core product.

Total Clothing & Home

The Clothing & Home business in total generated an underlying
operating loss before adjusting iterms for the year of £129.4m
compared with a profit of £223 9m in the prior year While online
growthresulted in a substantialimprovement in online operating
profit, this was more than offset by the decline in stores, with
lower costsinsufficient to offset reduced overall sales

27 Mar 21 28 Mar 20 Change
52 weeks ended £m £m %
Revenue 2,286 3,209 -315
Operating (toss)/profit
before adjusting items {129.4) 223.9 -157.8
Operating margin -5.9% 7.0% -12.8pts

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

Operating profit/(loss) TotalCBRH  Operating profit/{loss) Total C&H

before adjusting items Em  before adjusting items £m

2019/20 2239 2019120 2239

Cross profit (611.7) Lost gross profit 841.2)
_ fromstores

Store staffing 1476 Gross profit growth 2295

from online

Other store costs 1092 Direct Covid costs (18.7)

Distribution and 43 2) Covernment 196.4

wareghousing support

Centralcosts 44.7 Othercost savings 807

2020/21 (129ﬂ 2020/21 (129.4)

- Cross profit decreased £611.7m or (218)bps. Adverse currency
moavements and under-recovery of fixed logistics costs within
margin impacted by (78)bps. Discounting increased {140)bps
driven by anincreased mix of clearance sales made at a higher
depth of cut than last year.

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

- Themovement in other store costs largely relates to business
rates relief of £107.4m.

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

Clothing & Home online generated an operating profit margin of
c14%, with higher velumes leading to increased leverage of the
online fixed cost base. Profitability also benefitted from a
reduced returns rate, although this was partially offset by

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

INTERNATIONAL

International revenue decreased 17.3% at constant currency
("CC™) as stores were adversely impacted by rolling Covid
lockdowns andrestrictions Cnline sales remained strong
throughout, particularly in markets in which the Croup has a
store presence and through partner websites, with sales growth
of 14.3% to £165.7m.

% change to 2019/20 QICC Q2CC Q3CC Q4cc  Fycc Report:;
Total revenue -407  -92 -104 -102 73 -17.5
52 weeks ended 27 Mar 21 28 Mar 20 Change Change
Revenue £m £m % CC%
Clothing & Home 4832 620.7 =221 -216
Food 2961 3239 -86 -9.4
Total 779.3 944.6 -17.5 -12.3
Memao:

Online revenue 165.7 772 Nna.6 n4.3
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FINANCIAL REVIEW CONTINUED

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

Operating profit before adjusting items was down 59.3% driven by
the lower Clothing & Home sales and incremental costs relating
to Brexit. A detailed breakdown of this is given in the Brexit
section below.

Operating profit before Operating profit before

adjusting items Em  adjusting items £m

2019/20 0.7 2019/20 110.7

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

Store staffing 14.0  Gross profit growth 43.4
from oniine

Other store costs 16.4  Online growth costs (23.6)

Districution and (1.7) Government 131

warehousing support

Central costs 3.6 Other cost savings 328

2020/21 451 2020/21 45.1

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

and other store costs declined. The costs of £10.8m relating to
salary costs of colleagues on furlough were partially offset by
government furtcugh support of £6.3m and reduced avertime
hours, while the group benefited from a further £6.8m of
government support for rent and rates across owned markets,
and £73m of rent relief. The increase in distribution costs largely
relates to the growth of ontine sales and costs incurred as a
result of Brexit of £6.2m which was only partly offset by lower
distribution costs on shipments to stores Central cost reductions
were enabled by the shift to digital events from buying fairs and
reduced travel

M&S BANK & SERVICES

M&S Bank & Services income before adjusting items was down
£34.8m to £2 Gm. This was the result of a significant decrease in
income from credit card and travel money sales. M&S Bank and
services income after adjusting items relating to PPl decreased
£4.6mto £(0 4)m.
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COVID COSTS

in the following table we set out identifiable costs with adjusted
profit retated to Covid. We incurred a number of direct Covid
costs such as door hosts and hygiene of £63 2m, incentives for
working through the pandemic for non-furloughed colleagues of
£28.5m and there was a slight reduction in colleague holiday
hours of £3.9m.

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

Finally, identifiable costs include government grants for Furlough
income of £131.5m, which were more than offset by the salary
costsincurred for furloughed colleagues of £181.8m.

Costsrelating to

Covid within adjusted

Loss before tax in Croup C&H Food International
2020421 £m £m £m £m

Cperational
costsrelated

to Covid
incentive for
non-furloughed
colleagues
Estimated lower
colleague
heliday hours 39 1.5 24 -
Direct Covid
costs

63.2) 13.8) (49.4) -

(28.5) (6.4) (22.0) o

(87.8) (18.7) (69.0) (0.1)

Government
business rates
relief for

lost trade 174.6

101.4 708 2.4

Government
grants - furlough
incorne
Government
support

131.5 950 30.2 6.3

306.1 196.4 101.0 8.7

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

218.3 1777 32.0 8.6

(181.8) (129.1) 419) (10.8)

36.5 48.6 (9.9) (2.2)




BREXI

ADJUSTING ITEMS

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

2020/21 UK Food International Total
Administrative

operating costs 99 4. 14.0
Tariffs — 2] 21
Net costs 99 6.2 161

Administrative costs include additionat supply chain costs at the
Motherwell and Faversham depots as well as costs of a digital
track and trace platform, additional variable cost per tray,
veterinary certification costs and the one-off costs of change.
Tariffs relate to duty ocn cxperts of Clulhing & Home and
elements of the Food catalogue into the EU.

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

NET FINANCE COST
52 weeks ended
27 Mar 21 28 Mar 20 Change
£m £m £m

Interest payable (89.9) (80.5) 9.4
Interest income 47 14.5 (9.8)
Net interest payable {85.2) (66.0) {19.2}
Pension net finance income 472 236 236
Unwind of discount on
Scottish Limited
Partnership liability (4.9) 6.9) 20
Unwind of discount
on provisions (27) (4.9) 2.2
Net financialinterest (45.6) (54.2) 8.6
Net interest payahleon
lease liabilities (122.5) (133.4) 10.9
Net finance costs (168.1} (187.6) 19.5

Net finance costs decreased £19.5m to £168.1m. This was primarily
due to higher pension income due to the increased IASI9 pension
surplus at last year end. In additian, there was a decrease in the
interest payable on lease liabilities offset by lower interest
received on deposits and higher interest payable on debt due

to a credit rating downgrade and the premium paid as part

of the buyback of bonds.

GROUP PROFIT BEFORE TAX & ADJUSTING ITEMS

Group profit before tax and adjusting iterms was £50.3m on a
53-week basis, down £352.8m on last year. The profit decrease
was driven by the decline in Clothing & Home and International
operating profits.

GROUP LOSS BEFORE TAX

Group loss before tax was £209.4m on a 53-week basis, down
£276.6m on last year. Thisincludes adjusting items of £259.7m
ona 53 week basis (last year £335 9m).

The Group makes certain adjustrments to statutory profit
measures in order to derive alternative performance measures
{APMs) that provide stakeholders with additional helpfut
information and to aid comparability of the performance of the
business. For further detail onthese charges/gains and the
Croup's policy for adjusting items, please seenctesland 3 to
the financial statements.

53 weaks 52 weeks
ended ended
27 Mar 21 28Mar 20 Change
£m £m fm

Strategic programmes —
Organisation (133.7) (12.8) [UEE)
Strategic programmes —
UK store estate (95.3) (29.3) (66.0)
Strategic programmes —
Other (5.8) (27.3) 215
Directly attributable to Covid 90.8 (163.6) 2544
Intangible asset impairments (79.9) (13.4) (66.5)
Sparks loyalty
programme transition {16.6) - (16.6)
Amortisation and fair
value adjustrnents arising
from the investment in
Ocado Retail Limited (14.2) (16.8) 26
Remeasurement of
contingent consideration
including discount unwind cn
Ocado Retail investment (6.8} (2.9 (3.9
Establishing the investment
in Ocado Retail Limited a7 (1.2) {0.5)
Store impairments and other
property charges &9 {78.5) 854
M&S Bank chargesincurred
inrelation to insurance
mis-selling and Covid
forward economic
guidance provision (2.4) (12.6) 10.2
Other (1.0) 235 (245)
Adjusting items (259.7) (335.9) 76.2
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FINANCIAL REVIEW CONTINUED

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

Acharge of £133.7m has been incurred in relation to
organisational change. This included the integration of maore
flexible management structuresinto store operations, as well as
the streamlining of store and management levels as part of the
Never the Same Again programme. This resulted in a reduction
of ¢.8,200 roles across support centres, regional managerment,
and UK stores, with associated redundancy costs of £99.7m.

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

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

Again of £90.8m has been recognised as being directly
attributable to the Covid pandemic relating to the release

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

Acharge of £79.9m has been recognised in relation to
impairment of ntangible assets, comprising £39.6m for the
imipairment of Per Una goodwitl, and the talance for replacead,
retired or decommissioned computer software assets.

Charges of £16.6m have been incurred in relation to the ane-off
transition costs associated with the ctosure of the old Sparks
loyalty scheme following the launch of the new programme in
July 2020,

A charge of £14 Zrm has been recognised relating tothe
amortisation of intangible assets acquired on the purchase
of our share in Ocado Retail.

A gain of £6 9mwas recagnised relating to the reversal of
previously recognised store impairments of fset by newly
impaired stores. The Group has revised future projections for
UK stares (excluding those stores which have been captured as
part of the UK store estate programme) for the current view of
pressures impacting the retait industry, which is less negative
overall than previously projected.

Charges of £2. 4m have been incurred relating to M&S Bank,
primarily due to the insurance mig-setling provision. The Croup's
share of the totalinsurance mis-selling and forward economic
guidance (FEC) provisions of £338.3m exceeds the total offset
against profit share of £225.m to date and this deficit will

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

M&S Bank.

TAXATION

The effective tax rate on prafit hefore adjusting items was 56.5%
(50.3% on a 53 week basis; 2019/20: 20 7%). The effective tax rate
on statutory loss before tax was a credit of 3.4% (credit of 39% on
a 53 week basis; 2019/20: charge of 59.3%) due tothe Group
statutery loss offset by the impact of disallowable adjusting
iterns. Civen the lower level of profits, the effect of the recapture
of previous tax relief under the Marks and Spencer Scottish
Limited Partnership ("SLP Y structure has increased compared
with previous years Next year, we anticipate an effective tax

rate an profit befare adjusting iterns of ¢.26% partly due tc the
continuation of the recapture of previous tax relief.
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LOSS/EARNINGS PER SHARE

Basic loss per share was 9.8p (last year earnings of 1.3p), due to
the decrease in profit year on year and the increase in waighted
average shares outstanding The weighted average number of
shares inissue during the period was 1,953.5m (2019/20:1,894.9m).
Basic loss per share on a 53-week basis was 10.1p.

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

CAPITAL EXPENDITURE
53weeks 52 weeks
ended ended
3Apray 28 Mar20 Change
£m £m £m
UK store remodelling 27.0 60.3 (33.3}
New UK stores 149 33.3 (18.4)
international 67 15.7 9.0)
Supply chain 252 39.2 (14.0)
IT & M&S.com 476 81 (33.5)
Property asset replacement 19.2 102.4 (83.2)
Acquisition of Jaeger brand 6.3 ~ 6.3
Capital expenditure
before property
acquisitions and disposals 1469 332.0 {185.1)
Property acquisitions
and disposals 03 2.7) 2.4
Capital expenditure 146.6 329.3 {182.7)

Group capital expenditure before disposals decreased £182 7m to
£146.6m as a result of careful management of discretionary
spending as a result of the pandemic

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

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

in a second Food ambient national distribution centre in

Milton Keynes and spend on improvernents to Castle Doningten
capabilities and our 8radferd warehouse to support

anline expansion,

IT & M&S.com spend includes costsrelated tothe licence for the
Food ordering and allocation system and investment in digital
capability for example, to support integration of more flexible
management structuresinto store operations.

Property asset replacement decreased £83.2m due to the prior
year asset replacement pregramme in stores, althocugh this will
normalise towards pre-pandemic levels going forwards.



CASHFLOW
52 weeks
53 weeks ended
ended 28 Mar 20
3Apr21 restated Change
£m £m £m
Adjusted operating profit 2222 590.7 (368.5)
Depreciation and
amortisation before
adjusting iterns 6031 6325 (29.4)
Cash lease payments (316.6) (3357} 191
Working capital 2681 (67.8) 3359
Defined benefit scheme
pension funding (37.1) (37.9) 0.8
Capex and disposals (203.8) {3259) 1221
Financial interest
and taxation (81.8) (71.1) 893
Investment in associate
Ocada Retail Limited n.z (577 8) 589.0
Investment in joint venture (2.5) (2.5) -
Employee related
share transactions 185 9.7 8.8
Proceeds fromrightsissue
net of costs - 574 4 (574.4)
Share of profit from associate (78.4) (2.6) (75.8)
Cash received from
settlement of derivatives 14.0 77 6.3
Adjusting items outflow (120.5) (88.0) (32.5)
Free cash flow 296.4 205.7 90.7
Dividends paid - (19113 1911
Free cash flow after
shareholder returns 296.4 14.6 281.8
Opening net debt excluding
lease liabilities (1,388.6) (1,404.7) 16.1
Free cash flow after
sharehaolder returns 2964 14.6 281.8
Exchange and cther
non-cash movements
excluding leases (17.8} 1.5 (19.3}
Closing net debt excluding
lease liabilities (1,110.0) (1,388.6) 278.6
Opening net debt (3,950.6) {3,981.5) 30.9
Free cash flow after
shareholder returns 2964 46 2818
Decrease in lease obligations 184.3 2014 a7y
New tease commitments
and remeasurernents (48.3) (204.1) 155.8
Exchange and other
non-cash movements 2.3 19.0 (16.7)
Closing net debt (3,515.9) (3,950.6) 434.7

2019/20 net debt and froe cash flow figures have beenrestated Due o acnange in
the Group's accounting policy to recognise BACS payrments at the seltlement date,
rather thanwhenthey aremitiated. to more spproprately reflect the rature of these

transactions, Lhe comparative armounts have been restated

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

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

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

Lower capital expenditure largely reflects the reduction
of discretionary spending as a result of the pandemic
Cash capitat expenditure includes £77. 2m relating to prior
year capital accruals.

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

Defined benefit scheme pension funding of £371m reflects
the second limited partnership interest distribution to the
pension scheme.

Adjusting items cash outflow was £120.5m. This included

£92 Imrelating to the costs of organisational change, £10.9m in
relation to the store closure programme, £6.2rm paid for deep
sterage and fabric during the Covid pandermig, £5.6m inrelation
to the transition to the new Sparks loyalty programme, £2.4m for
M&S Bank, and £1.7m relating to costs associated with the launch
of M&S product on the Ocado Retail platform.
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FINANCIAL REVIEW CONTINUED

NET DEBT

DIVIDEND

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

There was a further reduction in the value of discounted lease
obligations cutstanding. New lease commitments and
remeasurements in the period largely retating to 11 properties
were £48.3m of which 10 opened in the year. This was more
than offset by £184.3m of [ease repayments.

The composition of Group net debt:is as follows:

S2weeks
53 weeks ended
ended 28 Mar 20
3Apr21 restated vs
£m £m £m
Cashand cash equivatents 674.4 2542 4720.2
Medium Term Notes (1,682.0) (1,536.2) {145.9)
Current financial assets
and other 83.2 96.1 (129)
Partnership Liability {185.5) {202.7) 17.2
Net debt excluding
lease liabilities {L,N0.0) (1,388.6) 278.6
Lease liabilities (2405.9)  (2,562.0) 1561
- Full-ling stores (982.6) (1,054.8) 722
-Simply Food stares {727.0} (7477 207
- Offices, warehouses
and other (494.5) {5237} 292
- international (201.8) (235.8) 340
Group net debt (3,515.9) (3,950.6) 434.7

2019/20 net debt ard frec cash flow figures have beenrestated Duectcachange inthe
Groug's accounting policy ta recognise BACS payment s at the settlement date, rather
thanwher they arc inibated, to mareappropriately reflect the nature of these
transactans, Yhe camparative amounts have beenrestated

Cf the cutstanding discounted lease commitment at period end,
approximately 40% related to full-line stores and 30% to Simply
Food stores, with 8% relating to International leases and the
palance largely relating to warehousing and offices.

LIQUIDITY

At year end, the Croup held cash balances of £674.4m

(2019/20: £254.2rn), with undrawn facilities of £1 1bn expiring

April 2023, This strong liquidity position is as a result of free
cashflow performance and a £300m bond 1ssuance in November,
whch was used to partly refinance the bond maturity due in
December 2021.

The refinancing of the Group’s December 2021 maturity, along
with the successful negotiations in March 2021 to extend the
relaxation of covenant measures on the revolving credit facility
up to and including March 2022 mean that the Group has liquidity
headroom of over £1.5bn.
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We chd not pay a final dividend for 2019/20 and the Board has
previously announced the decision not to pay a dividend for the
2020/21 financial year,

PENSION

At 3 April 2021, the |AS 19 net retirement benefit surplus was
£631.4m (2019/20:£1,902.6m). The surplus at last year end had
increased significantly due to unusually high credit spreads as a
result of Covid. During the year, credit spreads have reverted to
more normalised levels giving rise to the decrease in the surplus,

The Trustee of the UK Defined Benefit Scherme has commenced

a triennial actuanal valuation of the Scheme at 31 March 2021 as
required by statute. The assurmations to be used are agreed
between the Trustee and the Cormpany. The Scheme surplus on

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

In September 2020, the Scheme purchased additional pensioner
buy-in policies with insurers for approximately £750m. Together
with the policies purchased in April 2019 and March 2018, the
Scheme has now, intotal, insured around 80% of the pensioner
cash flow liabilities for pensions in payment. The buy-in policies
cover specific pensioner liabilities and pass all nisks to an insurer
in exchange for a fixed premium payment, thus reducing the
Group's expasure to changes in longevity, interast rates, inflation
and other factors.

STATEMENT OF FINANCIAL POSITION

Net assetswere £2,285 8m at the year end, a decrease of 38%
since the start of the year largely due to the decrease in the net
retirement benefit surplus and the Group loss for the year.

Ecin Tonge, Chief Financial Officer



RISK MANAGEMENT

Therisks and uncertainties that we face as a business continue to evolve.
We see risk management as an essential tool to support the successful delivery of our
transformation and broader strategic priorities and atlow us to respond effectively to the
challenges facing our business, the retail sector and the communities we serve.

APPROACH TO RISK MANAGEMENT

Our approach torisk management is

simple and practical. The Audit Committee,

under delegated authority from the

Board, is accountable for averseeingthe
effectiveness of our nsk management
process, including identification of the
principal and emerging risks facing M&S.

The risk management process
mirrors the M&S operating model

with each business and functional area

being responsible for the nngoing

communication and feedback of their
existing and emerging risks. This process
comprises Lhe identification, assessment
and effective mitigation of their risks, as
well as continuous monitaring for changes -
totheir nsk profiles (see diagram below).

This includes,

STRATEGIC REPORT

with mitigation plans which are
approved by their respective leadership
teams and discussed with appropriate
Executive Committee members.

- Directreporting to the Audit
Committee of risk and mitigating
activities by each of our business and
functional leadership teams on an
annual basis.

— Aformal half-yearly review of all risk
registers by the Croup Risk team.

- Forming an overarching summary view
of risks, combining both top-down and
bottom-up perspectives, to provide a
consolidated view of Croup-levelrisks.

Swift and continuous action tc
reassess risks across the business
inresponse to significant changes
or events.

- Risks censistently identified, measured

and reported against set criteria which -

cansiders bath the likelingod of

occurrence and potential impact to

the Croup, with clear ownership

- Eachbusiness and functional area

maintaining detailed risk registers

Proactive consideration of emerging
risks where the full extent and
implicaticns may not be fully
understood but need to be
monitored nevertheless.

The overall assessment of our pringipal
risks and uncertainties considers the
impact of changes in the external
enviranment, our strategy, our
transformation programme, core
operations and our engagement with
external parties.
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The output from the above process is
subject to periodic review and challenge
with the executive directors. Subsequently,
the principal risks are submitted to the
Audit Cemmittee ahead of final review
and approval by the Board.

Underpinning this process is the Group
Risk Management Policy which continues
to be reviewed to ensure that it remains
appropriate for our business needs and
governance responsibilities. An overview
of the key features of the Policy and the
principalrisks and uncertainties are set
out on the following pages.

The directors’ assessment of the long-term
viability of M&S s also reviewed annually,
mindfut of the principal risks faced. The
approach for assessing long-term viability
can be found on page 57.

RISK MANAGEMENT PROCESS AND GOVERNANCE OVERVIEW

The following dragrams provide an
overview of the risk management
process and activities undertaken
within our business that allow

ithe Boardto fulfilits obligations
under the Corporate Governance
Code 2018.

Ongoing
communication
&feedback

Risk identification & ownership
Risk assessment
Risk response

Risk monitoring,
reporting & escalation

Internal reporting

Parties invalved External reporting

Consolidated Group-level risks

- Consolidation of significant nisks from
underlying risk registers

- Cverlay of Croup-level risks

— Rewview and agreernent of the principal
risks by the executive direclors

- Review and approval by the Audit Committee

Business and functional risk registers

- Development and ongoing mantenance of
risk registers, including consideration of
emerging risks, by the business and functional
leadership teams

- Rewview and challenge of risk content and
guality of mitigalicn plans by Group Risk

- Review and challenge of risks at
leadership forums

Current issues and areas of change

- Monitoring of emerging areas of change
or issues that may become significant at
aCrouplevel

Top-down

~__—
T

Bottom-up

— {
- M&S Board Principalrisks
- Audit and uncertainties
Committee - Asummarised
- Executive version of
Committee principal risks for
~ Group external reparting
Risk team - Reviewand
approval by
the Board and

Audit Committee

- Group
Risk team

- Business
and
functicnal
leadership
teams
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STRATEGIC REPORT

PRINCIPAL RISKS AND
UNCERTAINTIES

The business has continued to follow

our risk management disciplines and
managed risks in Line with good practice.
Qur established processes have operated
to allow consideration of the principal risks
and uncertainties to be undertaken in
accordance with the methodology
outlined on the previous page, and in line
with our annual timetable The impact of
the pandemic during the year triggered
the need to consider the specific
consequences of the virus on the risks we
rmanage, both at Group and at business
and functional level. This activity has
continued throughout the year.

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

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

This should be read in conjunction with the
narrative included inthe business updates
of the strategic report te provide an
understanding of the risks and, in scme
instances, opportunities, facing M&S.

EMERGING RISKS

CHANGES TO OURRISK PROFILE

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

their connectivity:

We are including seocial, ethical and
environmental considerations as a
new area of focus, This reflects our

awareness of the impact of cur own, and

associated third-party, activities across
these areas of responsibility, and our
commitments to act ina manner that
rmeets with the expectations of

cur stakeholders.

Following the launch of M&S products
online, cur previously disclosed Food
Online risk has changed direction. This
has beenreplaced with a new risk that
emphasises our focus on shaping our
long-terminvestment in Ocado Retail
to drive further synergies and growth,
while continuing te maintain our
supply obligaticns.

Our articulation of the following risks
have evolved more materially:

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

- Qur strategic third party relaticnships

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

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

Aswell as understanding the spectrum

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

~ Theimpact of climate change on our
operations, supply chain, regulatory
environment and our ability to continue
providing high quality products to
our customers. Linked to this, our
response to climate change risks arising
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from our business operations are
explainedin our climate-related
disctosure on pages 74 to 76.

The impact of regulatory changes,
such as the potential introduction of an
attestation over internal controls,
simular in nature to the US Sarbanes-
Oxley ("SOX") legistation, in the UK and
the replacement of the Financiat

Reporting Councit with a new regulatory

body, which could impact the strength
and oversightreceived as well as
increase the scrutiny on auditing and
future reporting requirements.



WHAT WE HAVE LEARNT FROM
THE PANDEMIC

The impacts cf the Covid-19 pandemic

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

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

What we have done well

The business has demonstrated great
resilience and capability in responding

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

and enhanced technology and digital
enablement are some of our key success
factors. These also underpin our Never the
Same Again programme that has allowed
us to bring forward our transformation
and emerge as a more responsive,
adaptable and faster-moving business
Key achievermnents include”

Maxirnising commercial opportunities by:

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

0008

Refocusing our strategy to:

- Establish our integrated Clothing &
Horme online and data business division,
MS2, to maximise online opportumty,o

- Useour stores as fulfilment centres for
online arders, enabling better stock
rotation and responsiveness to
customer demand.

Delivering key transformational projects,

and driving other improvemerits, with

more focus and agility through:

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

' Principal risks

o Trading performance
recovery

Talent, culture
and capability

Business
transformation

e Brexit

o Ocado Retail

Food safety
and integrity

Social, ethical
and environmental
responsibility

e Liquidity and funding

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

- Focused effortin Clothing & Home to
deliver a faster moving range,
supported by shorter supply chain
cycles that provide flexibility and speed
in adapting to changes incustomer

dermand. ()@

- Improved collaboration with aur
suppliers to reduce and/or postpone
Clothing & Home ordcers, improving our
liguidity and stock position. @@

fmproving our organisation and Ways of

Working by:

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

- Streamlining and strengthening
leadership roles. @

- Restructuring our stores to focus on
front-of-house service, with leaner
multi-tasking teams, more flexible
working, roll-out of market-leading
steretechnology and an overall
reduction in operating costs )@@

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

- Collaborating with suppliers to use
technology capabilities on product
innavation, design and sampling.o

Strengthening our governance by.

- Qperating a simplified delegation of
authority that drives action-orientated
decision-making by removing the need
for excess hierarchy, which allowed us to
execute changes promptly inorder to
optimise our pandemic response. P

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

Technology and
digitat capability

o
@

m Information security

Business continuity
andresilience

Corporate
compliance
and responsibility

Leading the pandemic response by:

- Actively influencing government
guidance in the retail sector for the safe
operating of our stores and warehouses.

L1 Lol

Where we have more to do

While we have successfully navigated
our business through the pandemic,

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

- Accelerate our store estate
transformation to meet with the needs
of a modern trading environment.
Executing this remains challenging due
to parts of our property portfolio being
considerably aged and the historic
underspendin this area, which are
exacerbated by the influence of the
pandemic on the property market.
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~- Address our historically slow
performance to drive improved
availability and lower levels of waste,
through an optimised supply chain. To
address this, the business 1s focusing on
delivering faster moving and innovative
ranges at trusted value, which will allow
for more efficient cost bases and
improved range and volume planning.

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

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

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

the effectiveness of our controlenvironment.

Associated principal risks

Food safety and integrity (@)
Corporate compliance and responsibilwty@
Technology and digital capablities @

Centralised compliance
platform and reparting
toolto view FHS datain
realime

Assurance

activities

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

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

Colleague instare
confirming slore opening
checks through our app

Where we started The challenge Our response Never the Same Again

- Primarily sile-based

- Covernment guidance

audit programmes
across UK and
international locations,
including stores,
warehouses and offices,
aswell as franchise-
owned storesand
supplier [actores

FHS documentation
largely stored locally, on
paper (risk assessments,
evidence of safety
checks, etg).

Manual submission

of incident and
accident data, used
centrally tocreate
management reporting

and lockdown
restrictions inthe UK
and internationally
making travel and
access Lo siles for FHS
inspections unfeastble.

Resource pressures
impacting second line
assuranca leams as
well asthe experience
nstores

A substantial ncreasen
external enforcement
activily inthe UK and
internationally

Marks and Spencer Group ple

We redesigned our - Risk-based audit

processes by setting up
remote audits, including
live vides strearning
Leading the Food
industry response by
setting up remole
supplier factory
auditsinternationalty.

Useof third-party
assurance gutputto
support gaps invisibility
of supplier sites during
remote audits (e.g. pest
control reports)

Introduced compliance
self-assessments for
sites, central storage
of risk assessments,
enabled live update of
accident dataand of
store opening and
closing checkstoa
centralreperting
system and anapp

Actively worked with our
UK Primary Aulhorily
Partner to strengthen
our Covid-19risk
assessments and agree
our revised assurance
methodology

programme with
targeted on-site
nspections supported
by remote assessments
using real-time data
and digitally stored
FHS information

- Livedatamigratedto

our Big Data platform
and accessible through
anapp

- Driving greater

accountability at sites
foractively reparting
and supporting
remote audits

Behavicural changes
driven by the
pandermic will keep
safetyatthe
forefront of

our minds for

many years

- inlinternalional, aur
as5Urance processes
continue to be adapted
as local lockdowns
change indifferent
countries. However
remote audits will
continue tobeusedin
theiongterm, to
support more frequent
visibitity In higher-risk
areasand Lo upskill
local tearns in FHS.



PRINCIPAL RISKS AND UNCERTAINTIES

RISK

RISK

© 0

Risk movement
"E*:) No change

CN) New risk

PESCRIPTION

Trading performance recovery

Failure of our Food and/or Clothing & Home business
to effectively and rapidly respond to the pressures of
an increasingly competitive and changing retail
environment, including recovery from the pandemic,
would adversely impact customer experience,
operational efficiency and business performance.

Caontoxt

- M&S competes with a diverse range of retallersinan
increasingly challenged sector facedwith continued
cost and pricing pressures, shifts in consumer behaviours
and abroad range of macroeconomic uncertainties, all of
which have been exacerbated by Covid-19

- Respondingwith commercial agilty as we emerge from
the pandemic to deliver the right product ranges and
style credentials from source to shelf, with clear pricing
architecture and availability, has become more
mperative Qur ability to predict and meet changing
customer expeclations and demand as conditions
‘normalise’ will impact our success indoing Lthis

- Underpinning cur recavery is our pragramme of
transformational improvements, delays to which
could stern our recovery and negatively impact
our performance.

Oversight by Executive Committee

Link to strategic priorities

DESCRIPTION

Business transformation

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

Context
Critical projects underpinning cur transformation include:

- Continuing to evaluate our transformation programme in
response to longer-term changes in customer behaviour,
inctuding those directed by the pandemic and Brexit

~ Reshaping, modernising and debivering a UK store eslate
thal is fit for Lthe future, with the right stores inthe right
spaces, mproved integration between online and store
experience aswell as creating shepping facilities that
drive omni-channel growth and meet the expectations of
ourtargel custormers

- Modernising our supply chainand logistics activities Lo
improve speed, operational effectiveness and availabilily and
toreduce costs Supported by investment in legacy systems.

- Funclionally led transformations relating to pecple,
techneolagy, and digital and data are key to supporting
overall business change

Oversight by Executive Committee, Strategy and
Transformation Office

Link to strategic priorities II"EI

Strategic pricrities

\’0 increased net risk exposure m A strong Food business positioned

P .\ for growth
| l ; Reduced het risk exposure

MITIGATING ACTIVITIES

- Strong senior leadership leam capabilities in both Food and
Clothing & Home through continued targeted recruitment.

- Anestablished operating model consisting of a family of
accountable businasses who share M&S brand values,
support functions, technology and customer data

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

- Operating Reviews to enable executive oversight and
effective governance of each business.

- Conunueddelivery and discipline around ¢ost, range,
value, prices and availability to broaden custemer appeal.

- Expanded mitiatives to make products available
canveniently to customers through contactless home
delivery and Scan & Shop.

Key developments

- Our Neverthe Same Agamn proegramme clearly aligned with
the strateqy and objectives fareach area of the business

- Established anintegrated online division, MS2,to
turbocharge online growth lor Clothing & Home, and
introduced new brands.

- Relaunched*Remarksable” in Food to promeote trusted
value, and established cur "Food Innovation Hub”™

- Proactive management of excess stock resulting from
the lockdowns.

~ Expanded our International online business, with launch
of new websiles providing access Lo more markets

- Evolved our Sparks programme to reach 10m users,
with access to mere customer data linked 1o driving
commercial decisrons and personalised relationships

MITICGATING ACTIVITIES

- Continued focus on our Never the Same Againapproach
to priontise transfarmation delivery, balanced with robust
cash managementdisciplines

- Applying pregramme governance principles for all core
projects with clear accountabilities and milestonesin place

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

Key developments

- Setupof ourStrategy and Transformation Office to drive
Group-level focus, consistency and challenge.

— Key onling growih initiatives executed and planned
through Gcado Retail and M52,

- Reshaping the store estate strategy to direct accelerated
transformation, including priontised site redevelopments,
delivery of more new format stores and planned closures.

— Continued development of Lhe Vangarde Supply

Chain Programme in Food, which s delivering
improved availabilily.

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

A successfuk transition te M&S product Accelerated rotation of the Store Estate

Ocado Retail and growi it: . .
onteadaRetal growing capacity [El International business focused on major partnerships and oenline
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PRINCIPALRISKS ANDUNCERTAINTIES CONTINUED

RISK DESCRIPTION

3 Brexit
Faiting to mitigate the continuing costs and friction
arising frorn the complexities surrounding the
@ border and further developments in the Trade and
Cooperation Agreement ("TCA”) may have a significant
and long-termimpact on our trading performance.

Context

Asaresult of theimplications of the UK's exit fram the

European Unon (EU), our EU businesses neaed to be

reconfigured Lo manage new challenges In addition,

anumber of uncertainties still remain following Brexit that
arelargely outside of our control and require continued
monitoring and flexibility in our response Key implications
of these include:

- Permanent increases in cost base and lime relating to the
movement of goods across borders and compliance
witfithe TCA (including the evolving reguirements of the
Northernlreland Protocol and eventual end of the EU-CB
grace penod).

- Increased complexity and cost in effective marketls,
partcutarly the Republic of Ireland Northern lreland
and France,

- Accessloand availability of labour for our business and
within the supply chain

- Costs passed onfrom our suppliers as they sel their
post-Brexit policies

- Viability of most impacted suppliers and impact on
product availability.

Oversight by Brexit Steering Committee, the Board

RISK DESCRIPTION

Ocado Retail

A failure to effectively manage the strategic and
operaticnal relationship with Ocado Retail would
significantly impact the achievement of cur
multi-channel food strategy and our ability to
deliver sharehoider value.

@ W~

Context

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

- There are two core aspects of our relationship with Ccado
Retail that we are actively focusing on

Developing our working relationship with Ocado Retail
and evolving our ways of warking to ensure algrment
of our strategies in a way that supports innovalion

and growth

Maintaining a seamless supply process Lo support
customer fulfilment - existing and 11 bne with fulure
growlh-and seeking opportunities to expand and
refine product ranges

Qversight by Ocadoe Retail Board

Link to strategic priorities IIl
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MITICATING ACTIVITIES

- Across-business working party remains in place to
coordinate past-Brexit activity, including scenario planning
with financial and operational impact assessments as
long-term implications are understood

- Risk assessments undertaken by each of our businesses to
enable them to plan and execute the operational changes
needed to manage Brexit,

— Regular updates to the Board and Audit Committes
outlining risks and actions being undertaken

- Continued engagement with key government and industry
bodies Lo represent M&Ss views, including Lhe UK Border
Development Group, with access to the Department for
Ervironment, Food & Rural Affairs, HM Revenue & Customs
and the Food Standards Agency.

Key developments

- Worked quickly to expand our understanding of the TCA and
addressimmediate operationalissues of product flow to cur
Euwrcpean markels

- Continuedtoactively work with government and induslry
bodies to drive a simpler customs and exports process

- Investigated tard{f mitigation for the re-export of product,
including working with HMRC to reduce the purden of tanifs,
for example, Returned Coods Relief

— Implemented a UK customs warehouse environment.

- Improved and automated activities inked to the customs
process to reduce administration cosls

MITIGATING ACTIVITIES

- M&Snominated directors are part of the Geade Retail
Board, with callective sign-off of business plans directing
the growth of Ocado Retail

- Established dataandtechnology inlerfaces with
Qcado Retall.

-~ Continued cornmunication under lockdown with the Board,
senior management and ameng the M&S-Qcade Retail
operational teams

- Continued operation of adedicated M&S Ccado delivery
team, supported by senior leadership, to coordinate
sourcing, praduct devetopment, product ranging,
customer data and marketing

Key developments

- Completed transition of M&S products (Food and Clothing &
Homej to the Ocado platform

- Invested to expandcapacily with the launch of a new
customer fulfilment centre in March, and plans for two
maore this calendar year



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK DESCRIPTION

Talent, culture and capability

Qur inabitity to evolve the culture of our business
aswell as develop and retain the right talent and
capabilities willinfluence cur means to expand the
business with agility and appropriate ccrmmercial
acumen. This will also impede the execution of our
transformation programme and impact our broader
strategic objectives and performance.

Context

- ME&S s fortunale to employ a vast number of talented
individuals and it is essenlial that we have the nght
processes in place to identify, develop and retain this
Lalent for the Tuture

- WUnderstanding the changing retall landscape Is care
to Lhe strategic decisions we make on the skills and
capabilities needed for our business Framdriving a
digitatly focused mindset to managing change, our
strategic choices and investment are locused on the
knowledge and skills needed for the future,

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

- The needto effectively engage, motivate and connect
with our colleagues across amulli-generational, diverse
workforceis key to delivering productivity and supporting
the transformation of our business while driving customer
loyalty through a differentiated service proposition

- The broader implications of Brexit on the avalability
of labour and key skills continue to be monilored

Oversight by Executive Committee

RISK DESCRIPTION

Food safety and integrity

Failure to prevent or effectively respond to a food
safety incident, or to maintain the integrity of our
products, coutd impact business performance,
customer cenfidence and our brand.

OB

Context

- Food safety and integrity remain vital for our business.
We need to manage the potential nsks to customer health
and consumer confidence that face all food retailers
This includes considering how external pressures on the
food industry and wider econarmic and environmental
changes could impact the availability and integrity of
our foad, the ability tc operate all routine controls,
our reputation and shareholder value.

- Many of thess external pressures, including inflationary
costs, labour gquality and avallability, increased regulatory
scruting and animal disease are heightened Lo a degree
by the pandemic and ocur exit from the Eurcpean Union.
These are alsolargely outside our control but are
nevertheless monitored and mitigated where possible.

Oversightl by Consumer Brand Protection Committee

Risk movemeant
(<>) Nochange
({Qj New risk

Strategic priorities

(T) Increased net risk exposure m A strong Food business positioned
- . forgrowth
\J,) Reduced net risk exposure

MITICATING ACTIVITIES

- Conlinued investment in external hires to strengthen
capability,imprave quality and diversity of talent at
all levels.

— Investrment ininternal talent to strengthen the leadership
pipeline and develop our future leaders.

- Embedded guality new starter experience across all areas
to allow effective onbroarding, engagement and retention

- Continued the project to update our HR systems

- Business Involvernent Croup which s actively involved in
colleague engagement and representation throughout the
business, Including Board meetings

.
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~ Capitalising onthe popularity of our M&S Alumnito engage,
energise and re-attract great talent

Key devetopments

— Direcl Executive Committee member ownership of HR
matters,

~ Progressed cur plans for enhancing skills and capabilities
Lhrough targeted talent, recruitment and development
programmes

~ Launchof anupdated performance management process

~ Total reward review completed with benchmarking of all
pay and benefit components and transparency on farr pay,
ncluding gender, ethnicity, disabilily and age. Commenced
implementing initiatives that reflect colleague expectations

- Launchof a digital-specific apprenticeship programme
driving digital lteracy and capabilty building

MITIGATING ACTIVITIES

- Food Safety Policy and Standards, with clear accountability
set at all levels

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

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

- Qualified Food Technology team, with continuing
professional development.

~ Risk assessment process in place for new food initiatives
- Quarterly internal review of our control framewark

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

- Food Industry Intelugence Network membership at Board
and Executive Committee level.

— Live and tested crisis management plan for food incident s

Key developments

- Updated operating procedures inresponse Lo lockdown
rastriclions and for the new nitiatives launched, e g. home
delivery channels in the UK and internationally.

— Remole audit and assurance programme launched for new
and existing suppliers.

- Cowvid-19 tests for technologists to enable urgent site visits,
— Enhanced monitoring of quality and customer complaints

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

An omni-channel Clothing 8 Home business driven by are-shaped
product engine

A successful transition te M&S product Accelerated rotation of the Store Estate
on Ocado Retail and growing capacity

E‘ International business focused on major partnerships and online
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PRINCIPALRISKS ANDUNCERTAINTIES CONTINUED

RISK

© =~

RISK

@ e

DESCRIPTION

Liquidity and funding

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

impact on business viability.

Context

— While we have conlinued to actively manage our cash,
liquidity and debt position during the pandemic,
resulting in a more positive out-turn than anticipated,
our focus on this remains strong

- Awvailability of, and access Lo, appropriale sources and
levels of funding isimportant for the continued operation
of business activity, as well as successful and timely
delivery of our transformation. Our ability to repay debt
and fund working capilal, capital expenditures and other
expenses depends on our operating perfarmance,
ability to generate cash and to refinance existing debt

- Recoverabilily of our trading performance will
influence our cash position as we emerge more fully
from the pandemic

- We also have pension fund commitments Lhat require
aclive rnanagement and maonitoring

Oversight by Executive Committee, the Board
DESCRIPTION

Social, ethical and
environmental responsibility

Increasingly our customers, colleagues and investors
demand reassurance that we are managing ethical
and environmental issues across cur business,
including supply chains. Qurinakility to uphold
adequate oversight of and respondto, our
responsibility commitments may result in failing

to meet their expeclations.

Context

- We continue to operate increasingly complex supply
¢hains where changes inthe external environment and
challenging economic conditions, including the impact
of Covid-19 across the globe, make elhical and social
issues open Lo mismanagement and exploitalion
We recognise that these could occur anywhere in our
supply cham networks as well a3 our own operabons

- Setting and adhering to appropriate environmentat,
human rights, animal welfare and ethical standards
and commitments is important In maintamning our
reputation as a responsible company

Oversight by Executive Committee, ESC Committee

Marks and Spencer Group plc

MITICATING ACTIVITIES

A £1.1bn undrawn, revolving credit facility in place until
Aprit 2023 and £674 4m of cash and cash equivalents

Measures implemented Lo manage cash and liquidily at the
start of the pandemic continue to be maintained, including:

Increased scrutiny and challenge over expenditure such
asdiscretionary and capital spend

Dividend deferral

Use of government support measures bike Lhetemporary
furlough of colleagues, business rates holiday and
deferral of tax payments.

Agreement Lo relax/waive covenant conditions for our
revolving credit facility

Close monitoring and stress testing of projected cash and
debt capacity, financial covenants and other rating metrics

Maintained counterparty credit risk and imits in line with our
risk appetite and treasury policy.

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

Key developments

Implemented a robust three-year planunderpinned by
financial processes linked Lo strategic pnorities.

Active debt management with the issue of a £300m bond
and parlial tender of the December 2021 bond maturity
Focus onworking capital management to continueto
improve cash flow and reduce rellance on bank facilities
Agreement recewved (rem Lhe syndicate of tending banks to
extend the relaxation of covenant measures onthe
revalving credit facility up to March 2022

MITIGATINC ACTIVITIES

Established ethical audit programme, aligned with Sedex,
including annual factory audits for manufacturers globatly
Risk-based ethical assessment programme in Food across
all suppliers maintained

Cede of Conduct and Clobal Sourcing Principals in place,
shared with third parties and included in legal agreements
Product and raw material standards outlining
environmental considerations, such as deforestation
Clothing Quality Charter and Envirenmental and Chemical
Policy inplace for all suppliers

Modern slavery training rolled out across relevant teams.
Human Rights & Modern Slavery Policy shared with
International owned-business and franchise teams.

Mandated use of the Sustainable Apparel Coalition's Higg
Facility Environmental Module, that measures social and
environmentalimpacts of factories

Live and tested capabilities and protocols to respond
mmediately to an incdeant

Key developments

Croup Flan A programme reset with clear accountabilities
set {or each area n our family of businesses o address
environmental and ethical standards in products,
packaging, greenhouse gas emissions and wasle

ESG Committee established

Continued strengthening of our due diligence approaches
with the roll out of a Worker Voice pregramme inthe Food
business and piloting of transparency initiatives within
Clothing and Horne

Maodern Slavery intelligence Network Launched Lo alert
ME&S Lo issues in the Food supply chain

Minimum standards for responsibitity set for Clothing and
Home third-party brands



PRINCIPAL RISKS ANDUNCERTAINTIES CONTINUED

RISK

O

RISK
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Risk movernent

((3/ No change
(N) New risk

DESCRIPTION

Technology and
digital capability

Afailure to simplify and improve our core technology,
enhance our digital capabilities and reduce our
dependency on legacy systems could limit our ability
to keep pace with market competition and customer
expectations, preventing successful transformation.

Context

- Thedigital world continues to evolve at an unrelenting
pace, influencing consumer expectations and behaviours,
as weltas placing increasing demands on our technotogy
and ways of working.

- Dataunderpins everything we do and we remain focused
on equipping colleagues with the right tools and
capabilities to drive effective decision-making.

- Asimplified operating model, applications and
architecture will support us in continuing to deliver
capability, flexibility and cost-efficiency improvements

- Increasing theuse of tools such as Aland machine
learning is flundamental to providing insights and a
differentiated service to our customers

Oversight by Executive Committee

OB EE

Link to strategic priorities

DESCRIPTION

Business continuity
and resilience

Failures or resilience issues at key business locations,
such as at Castle Donington, our primary online
Clothing & Home distribution centre, could resultin
significant business interruption. More broadly, an
inability to effectively respond to global events, such
as the pandemic or a supply chain disruption, would
also significantly impact business performance.

Context

- Asour online business grows, Lhe scale of nisk to our sales
and growth ambitions increases from a sustained period
offine and annabiliyto fulfilenline orders dueto a
major incident at our Caslle Coningten fulfilment centre

- Theloss of other locations, such as the dedicated warehouses
that store beers, wines &spirts and frozen goeds inthe UK,
orsupport faciities (Like for IT), could also impact us.

— Qurdependency on major suppliers, service providers
and business partners means that significant incidents,
long-term resilience 1ssues and recoverability for these
third parties would impact our own business

- Therisk stemming from the complexity and fragility of
global supply chains continues to be emphasised by the
pandemic - notably, theinitial impact from Chinaandin
turn from key sourcing locations like Bangladesh and
India where we have a high supply dependency.

Oversight by Executive Committee, Crisis Management Team

Strategic priorities

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

e i for growth
{1 } Reduced netrisk exposure

MITIGATING ACTIVITIES

Anomni-channel technology strategy, supported by
prioritised Investment and aligned with Greup and individual
business strategies.

Quarterly benefits tracking of key programmes in line with
spend largets andvalue oulcomes,

Further investment in technology and digitalinnovation and
capabilities Lo enhance both customer and colleague
expenence in store, like supporting Lthe '10x store plan
ImpravedITinlrastructure, including increased bandwidth.
Continued the shift to cloud-based technology.

Cngoing cotlaboration with our technology partnersto
drive our Digital First ambition, e g. TCS and Microsoft
Cngoing focus on technology risk, assurance maturity and
roll-out of a structured IT control methodology.

Key developments

New technology slrategy and three-year investment plan
thatis aligned with business strategies and objectives
Increased adoption of our mehile app by existing and new
customers providing access tovaluable data
Successfullaunch of our BEAM Data Academy with
digital learning programmes for all colleagues

Increased persenabisation of our end-to-end digitat
customer experiences using in-house capabilily
Transforming our M&S Bank product and service offerings
to create a digitally enabled shopping and payment
expenence (or customers

MITICATING ACTIVITIES

A dedicated and experienced Business Continuity (BC)
tearm with an established Group Crisis Management process
that continued to operate throughout the pandemic

Maintained updated BC plans far key activities across our
operations, ncluding of fices, warehouses and 1T sites Iin
response to changing government guidance

Group Incident Managerent procedures in place,
including for critical third parties.

Risk-based BC asssssments for stores, sourcing of fices and
warehouses and validalion of key supplier arrangements.

Insurance to cover remediation and business interruption

Enhanced capabilities at Castle Donington te manage
technology failure.

Active engagement with the Retaill BC Association and
government-led forums

MNational Counter Terrorisminfermation exchange member

Key developments

Expanded fulfitment capabilities through “Buy online shup
from store™(BOSSand Lthe use of otherwarehouses in our
network to meet online growth

Continued supporting suppliers through disruptions caused
by Lhe pandemic and Brexit.

Colleagues glabally continued to work from horme without
the loss of any business-cntical systems.

BC dashboard launched to shift our governance
programme to a live digital platform

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

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

on Ocado Retail and growing capacit. . R . . .
g 9 cap ¥ Fi] International business focused on major partnershipsand online
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK

11
©

DESCRIPTION

Information security

Failure to adequately prevent or respondto a data
breach or cyber-attack could adversely impact our
reputation, resulting in significant fines, business
disruption, loss of information for our customers,
employees or business and/or loss of stakeholder
and customer confidence.

Context

- Thencreasing saphistication and fregquency of cyber-
attacks in the retail industry and within supply chains
highlight an escalating information security threat.

~ Cur reliance on several third parties hasting critical
services and holding M&S and customer data also means
weaknesses in Lheir cyber and data controls may impact
us, and requires conlinued assessment and oversight.

- The profile of information technotogy will change aswe
develop our data and digital capabililies, expand online
services, adopt cloud more widely, deliver intelligent”
stores, and increase our reliance on insightful data.

- Longer-termchanges stermming from the pandemic
such as the increase in customers Using e-commerce,
the growing number of digital and maobile shopping
channels and changesinthe patternof office/home
working, allimpact the overall risk

Oversight by Executive Committee

RISK DESCRIPTION

Corporate compliance and
responsibility

Failure to deliver against our legal and regulatory
obligations, as well as responsibility commitments
would undermine our reputation as a responsible
retailer, may result in tegal expasure or regulatary
sanctions, and could negatively impact our ability
to operate and/for remain relevant to our customers.

Context

- Theincreasingly broad and stringent legal and regulatory
framewaork for retailers creates pressure on business
performance and market sentiment requiring contrnual
improvements in how we operate to maintain compliance

- New and evolving regulatory requirements needing focus
and appropriate capabilities Lo comply with including
mandalory Task Ferce on Clinate-related Financial
Disclosures ("TCFD") recommendations, plastics recycling
targets, new restriclions on Lthe promotion of foods high
infat, sugar and salt and the proposed EU Directive on
Carpaorate Due Diligence and Accountability that
envisages mandating due diligence of key 1ssues within
end-1o-end business supply chains

- Non-compliance may resultinfines, criminal prosecution
for M&S or colleagues, Litigalion, additional iInvestment
lorect{y breaches, disruption or cessation of business
activity, as wetl as impacling our reputation

Oversight by Executive Committee, Fire, Health & Safety
Committee, Consumer Brand Protection Committee,
Bank and Services Compliance Monitoring Committee
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MITIGATING ACTIVITIES

Dedicated information Security function, with rhuli-
disciplinary specialists, supported by a 24-hour Security
Operation Centre and mature Incident Management.
Information Secunity Improvement programme delivery,
aligned with our digital and data protection strategy
Information security obligations included in appropriate
third party contracts and a risk-based assurance
programme to monitor our exposure

Information security and data protection policies in place,
wilh amandatory training programme for colleagues.
Active detection of cur threat envircnment, with continued
improvement in controls, policies and procedures.
Embedded security throughout digital product Lifecycle
and operations maodel

Focused security assurance, security architeclure and
security hygiene around significant change activities
Network of Data Protection and Security Compliance
Managers in pricrity business areas

Key developments

Prionbsedinvestment Lo wmprove our ability Lo detect and
respond Lo the increase in breaches during the pandemic

Completion of lwo independent cyber securty reviews.
Formal review of security controts ininternational of fices.

Targeted information security and Cyber Resilience review
of key suppliers

MITIGATING ACTIVITIES

Cade of Conductinplace and underpinned by policies and
procedures in core areas of regutation and responsibility,
including human rights, moedern slavery, anti-bribery and
corruption, health and safety, food safely, national
minimum wage, equal pay, cyber, data securily and privacy,
and financial services and consumer credit regulations

Business-wide mandatory Lraining programme for higher-risic

regulatary areas, like health and safety, anti-bribery and

corruption, data privacy, and information security .
Established in-house regulatory legal team in place,

including specialist solicitors, which conducts horzon

scanming on keyregulatory and legislative changes

Issue leaders embedded in Lhe business to drive compliance
inkeyrisk areas, e g. GSCOF {Groceries Supply Code of
Practice}and ethicat sourang.

Continued proactive engagement with regulators,
legislators, trade bodies and pelicy makers,

Mawntained monitoring and regulatory reporting
commitments on environmental and sacial issues
Conlinued operating auditing and monitornng systems

Custorner feedback and public sentiment on regulatory
compliance 1s monitored, including social media Lrends,

Key developments

First cycle of reporting Code of Conduct compliance to the
Audit Committee

Continued to manage compliance with evolving
government gudelines in relation to Covid-19,

Established remote audit programmes for owned and
third-pariy operations during the lockdowns globally



OURAPPROACHTO ASSESSING LONG-TERM VIABILITY

The UK Corporate Governance Code
requires us to 1ssue a ‘viability statement’
declaring whether we believe the Group
can continue to operate and meet its
liabilities, taking into account its current
position and principal risks. The
overriding aim is tc encourage directors
to focus on the longer term and be more
actively involved in risk management
and internal controls. In assessing
viability, the Board considered & number
of key factors, including our business
model (see page 9), cur strategy (see
page 7), approach to risk management
(see page 47) and our principal risks and
uncertainties (see pages 48 to 56).

The Board is required to assess the
Group’s viability over a period greater than
12 months, and in keeping with the way
that the Board views the development of
ourbusiness over the long term, a period
of three years is considered appropriate
for business planning, measuring
performance andremunerating at a
senior level. Our assessment of viability
therefore continues to align with this
three-year outlook.

The Group continues to have to evolve,
particularly as there remains significant
political and economic uncertainty
resutting from the Covid-19 pandemic,
and customer behaviours are changing,
especially inretail. In the immediate
short term, we have taken, and will
continue to take, measures to protect
the health and safety of our customers
and our colleagues. Coupled with this,
there has also been disruption to supply
chains caused by the pandemic and
Brexit, but the Group has worked with
suppliers to ensure an effective response
and to minimise the impact.

The refinancing of the CGroup’s December
2021 maturity, along with the successful
negotiations in March 2021to extend the
relaxation of covenant measures on the
revolving credit facility up to and
including March 2022 mean that the
Group has liguidity headroom of

over £1.5bn.

In assessing viability, the Board
considered the position presentedinthe
Budget and Three-Year Plan, recently
approved by the Board. The process
adopted to prepare the financial model
for assessing the viability of the Group

involved collaborative input from
anumber of functions across the
business to medel a severe but
plausible downside scenario. This
scenario was based on the potential
financial impact from business
disruption as a consequence of one,
or more, of the Croup’s principal risks
and uncertainties materialising and both
the specific risks associated with the
Covid-19 pandemic and the uncertain
high street trading environment.

This downside scenario assumes that:

— the Covid-19 pandemic worsens
over the Winter months and the
Covernment mandates four months
of lockdown restrictions between
December 2021 and March 2022,
resulting in store closures and a 3%
decline in Food sales. Over this period,
arange of 10% - 20% decline in
Clothing & Home sales has been
modelled, as well as a 10% decline in
International sales. These declines
have been set with reference to the
2020/21 results; and,

- following the cessation of the
Coronavirus Job Retention Scheme
nthe UK, there will be a period of
aconomic recession in the UK from
October 2021 that continues oninto
2022/23 and 2023/24, resulting ina
declinein sales of between 1% - 5% per
annum, continuing for three years,
across both sides of the business.

Other scenarics linked o key principal
risks (such as a failure to execute our
business transformation, a failure to
prevent a food safety incident, and

the failure to prevent adata breach or
cyber-attack) were also considered.
However, the estimated financial
impact of these risks cumulatively was
comparable to the downside scenaric
outlined above. Moreover, the likelihood
of all these risks occurring concurrently
would be so remote as to be considered
a"black swan”event. As a result,
separate, further detailed modelling
was not performed.

The impact of the downside scenario
has been reviewed against the Croup's
projected cash flow position and
financial covenant over the three-year
viability period. In the event of the

downside scenaric materialising,
mitigating actions would be availabte,
inciuding, but not timited to, a reduction
in labour, marketing, technology and
head office costs, as well as deferring

cr cancelling discretionary spend
(including discretionary bonuses)

and reducing capital expenditure.

As a result, even under this severe but
plausible downside scenaric, the Group
would continue to have sufficient
liquidity headroom cn its existing
facilities and meet the measurement
criteria against the revolving credit
facility financial covenant. The Audit
Committee reviews the output of the
viability assessment in advance of final
evaluation by the Board. The Board have
also satisfied themselves that they have
the evidence necessary to support the
scatement in terms of the effectiveness
of the internal control environment in
place to mitigate risk.

Reverse stress testing has alsc been
applied to the model, which represents
a significant decline in sales compared
with the downside scenaric. Such a
scenario, and the sequence of events
which could lead toit, 1s considered to
be extremely remote. Whilst the
occurrence of one or more of the
principal risks has the potential to affect
future performance, none of them are
considered likely either individually or
collectively to giverise to a trading
deterioration of the magnitude indicated
by the reverse stress testing and to
threaten the viability of the Croup over
the three-year assessment period.,

Having reviewed the current
performance, forecasts, debt servicing
requirements, total facilities andrisks,
the Board has areasonable expectation
that the Greup has adequate resources
to continue in operation, meets its
liabilities as they fall due, retain sufficient
available cash across all three years of
the assessment period and not breach
the covenant under the revolving

credit facility. The Board therefore has
areasonable expectation that the
Croup will rernain commercially

viable over the three-year period of
assessment. The Viability Staterment
can ke found on page 81.
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The Strategic Report, including pages 1to 57, was approved by a duly authorised Cormnmittee of the Board of Directors on
25 May 2021, and signed on its behalf by

Steve R@ief Executive

25 May 2021
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GOVERNANCE

CHAIRMAN'’S

GOVERNANCE OVERVIEW

66

The Board's primary
objective has beento
navigate the business
through this time of

uncertainty.,,

Archie Nerman, Chairman
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As I've already noted in my Chairman's
letter on pages 2 to 3, the events

of this past year have left a profound
mark on the business - changing how our
customers choose to shop and the way
that we operate as aresult, and having an

impact on our ongoing strategic priorities.

The Board's primary obyective has been
to navigate the business through this
time of uncertainty, ensuring that we
emerge in a strong position, having
continued to drive forward with our

strategy despite the persistent difficulties.

It has been essential for us to be highly
engaged, flexible with our time to support
and challenge senior leadership, and
committed to securing the financial
stability underpinning cur recovery and
accelerated transformation inte 2021 and
heyond. We, of course, continue to fulfil
our other core duties to oversee M&S’s
culture, governance, financial controls,
risk and change management

The Governance section that follows is

by intention concise, in keeping with our
approach in previous years. Further detail
onthe Board, its Committees and our
governance framework are availaible at
marksandspencer.com/thecompany.

CONDENSED GOVERNANCE

We noted last year the significance of the
scale and pace wilth which the Board had
coordinated the Company’s response to
the Covid-19 pandemic (detailed on pages
50to 53 of our 2020 Annual Report).

That pace and agility has continued
through this year, with the Board joining
weekly calls right up until March 2021,

to collaborate with, support and guide
senior management.

Elsewhare inthe business, operating
processes and management forums
have been consolidated, and the
number of opportunities for discussion
have been increased, to allow for
proactive engagement between the
Board and its Committees, the Executive
Committee and senior management.
Ultimately, this is improving our
responsiveness and strearmnlining

our decision-making processes.

Anoutline of cur governance framework
and how these bodies interacted during
the year can be found on page 60 The
reports of the Audit, Nomination and
Remuneration Committees for 2020/21
are available onpages 77t0 83, 71to 72,
and 84 to 105 respectively.

A BALANCED BOARD

We saw substantial change during the year
on our Board and executive team. Two new
non-executives, Sapna Sood and Tamara
Ingram, joined us last June, as did our new
Chief Financial Officer, Eoin Tonge. Alison
Brittain and Katie Bickerstaffe stepped
down from the Board at the 2020 ACM

last July, with Katie having joined our
Executive Committee as Chief Strategy
and Transfarmation Director, Richard Price
also joined the executive team in July 2020
as Clothing &Home Managing Director.

In February 2021, Evelyn Bourke joined

our Board as a non-executive director,
while Pip McCrostie retired from the Board
inMarch. She left us with our very heartfelt
thanks for her candour, insight and
committed contribution to the Company.
We were saddened to hear that she passed
away after leaving the Board, and we of fer
our condolences to her family

More recently, we have welcomed Fiona
Dawson as a non-executive director to the
Board, and lock forward to working with
her in the years ahead.

with these considerable changes,

and noting that his tenure is approaching
nine years, we are pleased that Anady
Halford will be staying with us for an
additional year. Having reviewed and
established that Andy remains
independent, the Nomination Committee
agrees that hisrole as Senior Independent
Directoris an important constant while
new Board members settle into their roles.

Full details of these Board and executive
changes, and our talent and succession
processes, canbe found in the Normination
Committee Report. Board and Executive
Committee biographies and cur
assessment of the balance of skills

and experience on these bodies can

be found on pages 62 to 65.




Change has not been imited to the Board
and senior leadership this year though.
The refreshed Executive Committee has
prioritised a review of talent, development
and succession throughout the business,
supported by the Nomination and
Remuneration Committees, and more
detail can be read in the respective
Committee reports.

Since the financial year end, the Executive
Committee has alsorealigned itself and its
member responsibilities. As announced
on 18 May 2021, Katie Bickerstaffe and
Stuart Machin have become Joint Chief
Operating Officers, adding additional
cversight and impetus to our core
businesses, while Eoin Tonge s

now responsible for strategy and
transformation planning as part of his CFO
remit. The overall composition and duties
of the Committee remain unchanged.

BOARD ACTIVITIES AND
CONSIDERATION OF STAKEHOLDERS

The Board’s focus during the year

has beento accelerate the Company’s
pursuance cf its strategic priorities, while
managing the ongoing uncertainties
associated with Covid-19 and Brexit. In our
weekly calls, we have heard updates on
operating challenges and advised on
proposed measures to address them
urgently. In our formal monthly meetings,
we have been presented with “strategic
deep dives” by all areas of the business,
which we have then considered, debated
and challenged. All while being mindful of
the impact of any decisions made on the
business'various stakeholders and on its
long-term, sustainable success, in line
with Section 172(1) of the Companies Act
2006 ("s172(1y).

Qur colleagues in particular were
significantly impacted by our decisions
this year. We placed thousands of
colleagues on furlough, rewarding

those continuing to work in stores with a
15% uplift in pay and those in our support
centres with an equity grant of 5% of salary
for the first lockdown period. There were,
of course, unfortunate job losses as a
result of our organisational restructure,
but these were necessary toright-size the
business for a post-Covid world.

last ¢
digited AGM

Last year's AGM was the
Board's most engaging

and constructive yet

because we were able to
reach shareheolders directly

intheir homes.

An overview of the range of matters that
the Rnard discussed and debated at its
meetings during the year can be found
on pages 66 to 67, with examples of

the Board’s key decisions and s.172(1)
considerations on pages 68 to 69.

The Company's 5.172(1) statement is
available on pages 34 to 36,

CREATION OF AN ESG COMMITTEE

In the latter part of the year, the Board
and Executive Cornmittee's attention
was drawn to the refresh of our Plan A
sustainability programme. In part
prompted by the events of the last year,
we have agreed thatitisimperative to
ensure that Plan Ais once again central
to our customer stery, so that we can
continue to help our colleagues,
customers and communities lead happier,
healthier and more fulfilling lives.

The Board's Environmental, Social &
Covernance ("ESG™) Sub-Committee

was established to assist the Board in
providing focus and oversight of the Plan
A programme, both in its reinvigoration
and its ongoing effectiveness. The report
of the ESG Committee for 2020/211s
available cn pages 73to 76.

DIVIDEND

Whilst a difficult decision, we continue to
agree, in line with our approach last year,
that non-payment of a dividendis
appropriate for the 2020/21 financial
year. This continues to be one of the
proactive steps we have taken te
strengthen our balance sheet and
maximise Lguidity for our recovery
beyond the pandemic.

DIGITAL AGM

We know our Annual General Meeting
("AGM™ provides investors with a valuable
opportunity to communicate with us.

In recognition of this, and building on

the unprecedented success of last year's
meeting, we will be conducting this year's
ACM digitally once again. Inaddition to
being able to vete and submit questions
electronically in advance, ail shareholders
witl be able to join the meeting online to
hear from Steve and me, ask questions
and vote on our resolutions.

Annual Report & Financial Statements 2021

This year, we'll be joined by Kamal Ahmed
whao will be acting as your shareholder
advocate, sharing your views and
questicning me and the Board on your
behalf. If you would like us to hear from
you directly, you also have the option of
submitting a video question to be played
to the Board for response during the
meeting. I look forward to hearing from
you all then.

Information on how to participate
electronically, both in advance and on the
day, can be found on pages 207 to 209.

GCOVERNANCE

Archie Norman, Chairman

UK CORPORATE
GOVERNANCE CODE

The UK Corporate Governance Code
2018 (the “Code”) which is available

to view on the Financial Reporting
Council's website is the standard
against which we measured ourselves
in 2020/21.

The Board confirms that we complied
with all of the provisions set out in the
Code for the period under review.
Cetails onhow we have applied the
principles set out in the Code and how
governance operates at M&S have been
summarised throughout the Directors’
Report. Our full Corperate Covernance
Statement outtining our compliance is
available on marksandspencer.com/
thecompany.
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LEADERSHIP AND OVERSIGHT

During 2020721 and dealing with the evolution of the Covid-19 pandemic, our governance framework was significantly
compressed to increase our responsiveness to the changing situation and streamline our decision-making process.

With an increase in the frequency of Board meetings and a rationalisation of the number of operating meetings and management
processes, the Board and its Committees, the Executive Committee and senior management were able to collaborate proactively,
considerissues and respond in the face of unprecedented uncertainty.

& BOARD COMMITTEES

The Board is supported by its sub-
commitlees ndischarging its duties.
Following each Committee meeting the
Chairs of the Cornmittees provide an update
on lheir activities at the next Board meeting

Audit Committee Q seep77-83

Respansible for monitoring the integrity
of the Ninancial statements, reviewing the
Croup's framework of internal controls
and maintaining the auditor relationship

Remuneration Committee € see p84-105

Respaonsible for remuneration policy,
performance-linked pay schemes and
share-based incentive plans

e seep7i-72
Respansible (or reviewing Board
composition and diversity, proposing new
Board appointments and monitoring the
Board's succession needs

Nomination Committee

ESGC Committee © scep73-76

Responsible forensuring the Company’s
ESG stralegy remains fit for purpose and
Lhat plans are in place and reporled on

Disclosure Committee

Responsible for determining the disclosure
treatment of maternal information and
idenufying inside information for the
purpose of mamntaining Lhe Company’s
project {insider)lists

As with the Board and ExCo, the Board's
sub-committees have adaptedto the
business need for more responsive
decrsion-making, often meeting or
reviewing proposals outside of its usual
meeting cycles

@ SENIOR LEADERSHIP FORUMS

@ BOARD

The Board 15 responsible for establishing Lhe
Company's purpose, values and strategy,
promoting ils culture, overseeing its
conduct and affairs, and for promoting the
success of the Company for the benefit of
its members and stakeholders. L discharges
some of its responsibilities directly and
others through its sub-commitlees

Terms of Reference forthe Board andits
sub-commitlees are available in our
Governance Framework, published on
marksandspencer.com/the company

Fxecution of the strategy and day-to-day
management of the Company’s business is
delegated to the ExCo, and subsequently
to senior leadership forums where relevant,
withthe Board retaining responsibility

for overseeing, guiding and holding
management Lo account.

In addition to its monthly scheduled
meetings, this year the Board met and heard
from the ExCo and semor management

on a regular basis - sometimes weekly -

over the phene or by video call for faster,
more efficient decision-making and
reactiveness With the UK government’s
raadmap out of lockdown under way and
progressing well, the Board held itstast
weekly board call on 25 March 2021

Governance
at M&S

EXECUTIVE
COMMITTEE

BOARD

COMMITTEES

SENIOR
LEADERSHIP
FORUMS

@ EXECUTIVE COMMITTEE

The Executive Committee {"ExCo’)is the
leadership team responsible for executing
strategy, by managing, momtering and
providing executive Input 1o support the
Company's stralegic and operational
decisions, ensuring strong execulive
alignment on business priorities and actians,
including business case Invesiments

The ExCo's authority is conferred onil

by the Group Delegation of Authority,
asapproved by the Board.

Consisting of the CEQ, CFO, Chief Operating
Officers, and Lhe Managing Directors of each
businessunit,the ExCoreviews slralegic
opporturities and initiabives from the five
key businesses and Croup centralised
functions, ensuring that these align with the
overarching stralegy as mandated by the
Board Inaddition,and in support of the
Board's purpose, values and cullure setting,
the ExCois responsible for all colleague
matters, including the structure and
operation of the HR funclion throughout the
business, the development and monitoring
of culture and values, and reviewing talent
and leadership development and succession
plans below ExCo level. Post year-end, Lthe
division of responsibilities within the ExCo
changed, as announced on 18 May 2021.
However, the overall composition and duties
of the Committee remain unchanged

Having been established as part of our
Never the Same Again programme, drawing
onlearmngs fram the Covid-19 crisis and
capitalising on the oppaortunities, the ExCo
(formerly the Operating Committee) has
remained in conslant conlact, meeting as
and when required tarespond quickly Lo
the changing situation Initially on a weekly
basis, as the crisis has transitioned to being
the new normal and with the business set up
to succeed with new operating procedures,
this has moved to monthly meetings

Underlying this more agile governance
feedback loop belween the Board, its
sub-committees andthe ExCo, there are
lorums comprising senior management that
support each of these governing bodies

This year, as part of the Never the Same Again
programme and introduction of the ExCo, the
previgus ‘Beards for each of the business units
have been removed in favour of more focused
‘Opertaling Review meetings with streamlined
memberships Their main remit s for
management of key trading and operational
matters, with decision making delegated to
them by the Group Delegation of Authority
and underpinned by business unit Delegations
of Authority
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Additional forurns have been established and
disbanded throughout the year as part of our
more responsive governance framework,
with the intention of supporting specific
projects, business needs, or strategic
priorities, and meeting as and when required
Examples include

Property Committee

For reviewing and approving
properiy Imvestments.

Digital Board

Fordriving the Company’s Digital First
agenda across the Group

Brand Forum

For reviewing use of the M&S brand, as well as
consideringuse of third-party brands

Crisis Management Team

Fordetermuning and diracting actions reguired
inresponse to crises. Thisteam was especially
prominent during the first Covid-19 lockdown,
which we explored on pages 50 10 53 of our
2020 Annual Report, The team has since been
dermabilised until ancther crisis requires it
toreconvene

Pecple Forum

For driving the People and Culture agenda
across the Croup

Compliance Monitoring Committee
Newly established to supporl the Audit
Committee's oversight of credit broking

activities within the Group, as regulated by
the Financrat Conduct Authority



GOVERNANCE

BOARD COMPOSITION
AND MEETING ATTENDANCE

BOARD MEETING ATTENDANCE AND DIRECTOR RESPONSIBILITIES IN 2020/21

During the year, Lhe Board hetd 1' scheduled
meetings and an additional 12 Board calls in
response to the Covid-19 pandemic, for

which individual attendance s set cut below
Additicnal unscheduled meetings were held as

and when required, typically on a weekly basis
throughout the year

Sufficient time s provided, pericdically,
for the Chairman to meet privately with the

non-execulive direclors to discuss any

matters arising

@ For information onwhat the Board did
during the year, see p66-69.

Senior Independent Director ("SID" and the

Attended Max possible Linked to
CHAIRMAN Scheduled Adduional Scheduled Addtianal independent Responsibilityin 2020721 remuneration
Archie Norman' n 12 n 12 Board governance and perfarmance,
shareholder engagement
* Consideredindenendantonaopo ntment
EXECUTIVE DIRECTORS
Chief Executive n 12 n 12 Strategy and Group performance ©
Steve Rowe
Chief Financial Officer 9 2 9 2z Group financial performance, investor retations and
Eoin Tonge rnskmanagement [}
fappcinted 8 June 2020)
NON-EXECUTIVE DIRECTORS Role at Board meetings
Full Year Independent non execdtive directors assess, challenge and monitor the
Andrew Fisher n 12 n 12 ] executive directors delivery of strategy within the risk and governance
Arvite Halford m 3 n = structure agreed by the Board
n r
?’ a. ° o As Board Committee members, directors also review the integnty of
Justin King n 12 1 12 /] the Company s financialinformaton, consider ESCissues, recommand
Retired in 2020721 apprapriate succession plans, monitor Board diveraity and set the
. . . t

Katie Rickersiaife 2 g 3 10 ® directors’ remunerabion
Alison Brittain 3 10 3 0 /]
Pip McCrostie n 12 n 12 /]
Appointedin 2020/21
Sapna Sood 9 6 9 6 [ /]
Tamaraingram 9 [ 9 & [/]
Evelyn Bourke 2 2 - (]
" Unabletoattend one meeting due to other bus nesscommitments
STANDING ATTENDEES Responsibility
Nick Folland - n 12 mn 12 Advising the Board on alt legal and carporate governance issues, ncluding
Ceneral Counsel and sustainability and Plan A
Company Secretary
David Surdeau — 3 10 3 10 Led the Frnance funchion and attended Board meetings inlinewith the
Interim Chief responsibilities of the Interrm CIO
Finance Officer’
T Resigned.June 2020
ATTENDED BY INVITATION Role at Board meetings
Sacha Berendj 9 The ExCo comprises the Company’s senior leadership team below Board level
Katie Bickorstaffe & andis tasked with runnmg the day te-day operations of the business and

- facilitating delivery of the strategy as approved by the Board Mombers of the
Paul Friston 4 ExCoattend Board mactings by invitation to present and discuss matters of

9= Dy

Stuart Machin 8 strategic importance
Richard Price 6 Direct Reports to ExComembers also attend Board mectings by invitation as

and when npat 1s required on their specific arcas of expertise

*  Became Chiet Strategy and Iransformation Director (post year-end, Chief Operating Officer), and steppeo down fram Lhe Board in July 2020
Note [hetables anove provide details of scheduled meetings heldin the 2020/2| financial year and additiona. Board calls inresponse to the Covid-19 pandemic

Maonitoring non-executive director independence
The Beard roviews the indepeondence of its
non-executive directors as part of its annual Board
Effectiveness Review The non-executive directors
atso meet annually, led by the SID, taconduct the
Charman’s appraisal, The results of the mecting
arcthen fed back to the Chairman by the 51D

The Chairman was considered to be independent on

appointment and 1s committed to cnsaring that the
Beard comprises a majority of indepondaent

nan-executive dircctors who abjectively challenge
management, balanced against the need to cnsure
continuity on the Board

The Company maintains clear records of the terms of
service of the Charman and nan-executive directors
to ensure that thoy continue to meet the
requirements of the UK Corporate Covernance Code
Neither the Chairman nor any of the non-executive
directors have exceeded the maximum nine-year
recommended term of service set cutinthe Code,

with ourlongest serving non-executive director,
Andy Halford, hawving served on the Board since
January 2013

Assuch, the Board considers that all of its

non execdtive directors continue to
demonstrate iIndependence.

° For information on the skills and experience

of each director, see pb2-p64. For more
information cn director tenure see p72.

Annual Report & Financial Statements 2021 a1

COVERNANCE



Archie Norman
Chairman

[ O]

Appointed: September 2017

Career and external
appointments: Archieisan
experienced Chairman and former
Chief Executive having led major
transformation programmes at
ITV, Lazard, Asda, Energis and
Hobbycraft He was previously
Deputy Chairman of Coles Limited,
and was the Lead Director at the
Department for Business, Energy &
Industrial Strategy from 2016 to
2020. Archie s also the Chairman
of Signal Aland Non-Executive
Vice Charrman of Global Counsel

Andrew Fisher OBE
Ingiependent
Non-Executive Director

ow

GOVERNANCE

OUR BOARD

Steve Rowe
Chief Executive

Eoin Tonge
Chief Financial Officer

Appointed: Aprit 2016

Career and exterral
appointments: Steve joined M&S
in 1989 and worked in senjof roles
across allareas of the business
priorto his appointment as CEO,
including Direclor of Home,
Direclor of Retall, Cirector of
Retail and E- commerce, Executive
Director, Food, and Execulive
Direclor, Ceneral Merchandise.
Steve is Chair of the Business in
the Cormmmunity (BITC") Place
Leadership Team Inaddition, he
sits on the Board of the Consumer
Coods Forum, which brings
together leaders from global
retailers and manufacturers

Justin King CBE
Independent
Non-Executive Director

®®

Appointed: December 2015

Appointed: January 2019

Appointed: June 2020

Career and external
appointments: Foin joined the
business from Greencore, where
he had been CFO since 2016

At Greencore, he oversaw the
divestment of their US operations,
strengihening Lhe company’s
balance sheet, returning capital
1o shareholders and simplLfying
the business Prior tothat he
was MD of Greencore's Crocery
pbusiness and also worked ina
variely of roles across strategy,
{inance, treasury and capital
marketsal Greencore and
previously Goldman Sachs

Sapna Soeod
Independent
Non-Executive Director

©w®

Appointed: June 2020

Career and externat
appointments: Andrew was
instrumental in establishing
mobile Ufestyle app Shazam,
where he was Execulive Chairman
untit October 2018, as aleading
mobile consumer brand Andrew
brings over 20 years' experience
leading and growing numerous
technology-focused enterprises,
andis currently Chair of
Rightmowve PLC.

€ Fullbiographical details of
each director are available
on marksandspencer.com/
thecompany.

@ Abreakdown of the Board's

key skills and experience can
be found an p&4-65.
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Career and external
appointments: Jjustinwas Vice
Chairman of Terra Firma until
May 2021, acting as adwiser to the
Ceneral Partner Between 2004
and 2014, he was the CEO of
Sainsbury's, leading the business
through a major transformation
He has also previously held senior
positions at M&S as Head of Food,
as well as Asda, Haagen-Dags,
PepsiCoand Mars.

© Please see p60-61
for more detail on the
Board and Committee
governancea structure,
and meeting attendance.

Careerandexternal
appointments: Sapna was, until
recently, a seror execulive at
Compass Croup, as the Group
Director for International Clients
and Market Development
business. She has in-depth
knowledge of running complex
supply chains, including infood
and clothing, as well as experience
of leading large Lransformation
pragrammes She has held leading
operational rolesin the building
materials and industnal gas
seclors in Europe and Asia Pacific,
latterly as CEO and President of
LafargeHolcm in the Philippines
Sapnawas also a non-executive
director at Kering from 2016

te 2020

Andy Halford
Senjor independent
Non-Executive Director

o®

Appointed: January 2013

Career and external
appointments: Andy’s strong
finance background and bread
knowledge of the UK and
international consumer market
was gained frorm CFO positions
held in global Usted companies
He s Chief Financiat Officer of
Standard Charlered, which he
joined after5 years at Vodafone,
nine of which were spent as
Chief Financiat Officer

TamaraIngram OBE @) (R)
Independent
Non-Executive Directer

Appointed: June 2020

Career and external
appointments: Tamara hasa
longstanding leadershup career in
advertising, markeling and digital
communications, having held
leadershiproles at WPP since 2002
Prior to this, she worked at Saatchi
& Saatchiwhere she held the roles
of CEOand Chair Tamara

has led renowned marketing
campaigns for household brands
around the world and delivered
cultural and business
Lransformation at pace within

her own businesses as well as

on behalf of clients Sheisa
non-executive director of Marsh
MclLennan and Inlertek Group,
and & Trustee of Save the Children.




Nick Folland
GCeneral Counseland
Company Secretary

Committees key Role status

@ Audit @ Nomination . Committee Chair [:l Newly appointed

@ ESG ® Remuneration . Executive E] Outgoing

Evelyn Bourke (»y (&) FionaDawson CBE (2 || Pip McCrostie

Independent Independent Independent Non-Executive
Non-Executive Director Non-Executive Director Director {outgoing)

{newly appointed) (newly appointed) Appointed: July 2018

Appointed: February 2021

Appointed: May 2021

Retired: March 2021

Career and external
appointments: Evetyn relired from
her role as CEQ of Bupa Groug in
December 2020 where she led
transformative change during her
nearly five-year tenure. She also
tas extensive experience In
financial services, risk and capital
management and mergers and
acquisitions, having spent Lhree
and a half years as Bupa's CFQ and
in leadership roles at Standard Life,
Friends Provident and the Bank

of Ireland, where sheis currently a
non-executive director Evelyn s
alsoa non-executive director of
Admiral PLC and will join AJ Bell
PLC on1July 2021.

Career and external
appointments: Fionas part of the
Mars, Inc. Leadership Team, where
she rose from the Craduate Trainee
scheme to one of the top roles in
the company. Her leadership roles
have included President of Clobal
Retailand Mars Chocolate UK and
Furopean Marketing Vice
President Fiona also has a strong
track record in sustamability,
health and wellbeing, particularly
women's entrepreneurship and
hurnan rights She was recently
awarded a CBE for services to
women and the ecocnomy

Career and external
appointments: Pip was a member
of Ernst and Young's Clobal
Executive Board from 2008

until her retirement in 2016

ALEY she gained extensive
financial experience andled and
transformed the Global Corporate
Finance business Shewas founder
and co-founder respectively of the
Clobal Transaction Tax Network
and UK Transactlion Tax Group

and & non-executive director of
Inmarsat from 2016 to 2019
Pipretired fremthe Boardin
March 2021 with our heartfelt
thanks We were saddened to hear
that she passed away after leaving
the Board, and we of fer our
condolences to her family

Appointed: February 2019

Career and external
appointments: Nick has extensive
legal and governance experience,
having been Ceneral Counsel and
Company Secretary in FTSE 100
businesses since 2001 More
recently, he has held positions

as Chief Executive of the Crown
Prosecution Service and Chief
External Affairs Officer and Chief
of Staff tothe CEQ of the Co-op

OUREXECUTIVE COMMITTEE

The Executive Committee leads the operational and day-to-day management of the Croup in line with the strategy set by the Board.
The Committee reflects the Company’s businesses model, comprising the managing director of each business unit along with the joint

COOs, the CEC and CFO.

Katie Bickerstaffe
Chief Gperating Officer

Stuart Machin
Chief Operating Officer

Career summary: Katie
joined as Chief Strategy
and Transformation
Direcloron 27 April 2020,
having previcusly spent
two years onthe M&S
Board as a non-executive
director Katie is currently a
non-executive director of
Barratt Developrnents PLC
andthe England and
Wales Cricket Board

She has also been Chief
Executive, UK and Ireland
of Dixons Carphone ple,
with extensive experience
of retail and operations
and leading consumer-
focused businesses,

On 18 May 2021, Katie
becarne joint Chief
Operating Oflicer

Career summary: Sluart
joined M&S as Managing
Director of Food on

30 April 2018 with nearly
30 years experience inthe
food, fashion and home
retail sector. Along with
Steve Rowe and Eom
Tonge, Stuartisalsoa
Director of CGrado Retall
Ltdl. Stuart has held
senior cperational and
commercial roles in

UK retailers Sainsbury's,
Tescoand ASDA and
more recently spent 10
yearsin Australia working
inWesfarmers as COO
and CEC of Colesand
Target respectively.

On 18 May 2021, Stuart
became joint Chief
Operating Officer

Richard Price
Clothing &Home
Managing Director

Paul Friston
International Director

Career summary: Richard
Joined M&S on 7 July 2020
as Clothing & Home
Managing Director Priorto
this,Richard spent three
vears as Managing Direclor
of BHS before becoming
CEQC of F&F Clothing at
Tescoin 2015 From 2005
to 2012, Richard was

Head of Merchandise and
Menswear Trading Director
at M&S Earlier in his career
hespenl 15 years at Nextin
arange of merchandising
roles. Richard's career
demonstrates his proven
track record of delivering
growth through stylish,
great value producl

Career summary: Paul
began his M&S career

on the Finance graduate
programme in 1986 and
qualified asamanagerment
accountantin 2000,

He held a vanety of roles
during his time at M&S,
inctuding Interim CFO
and Executive Assistant to
former CEQ, Mar¢ Bolland.
Paul was appointed to his
current posilionin May
2016 and became Chair of
the M&S Inclusion Group
N Apnl 2018

Sacha Berend;ji
Croup Property,
Store Development
and IT Director

Career summary: Sacha
Jjomed M&Sin 1994 through
Lhe graduate programme
He undertook vanous
appointments, ncluding
Ceneral Manager of Marble
Arch Stlore, Regional
Manager for London, Head
of Property Planning &
Store Developrnent,
Executive Assistant Lo the
Chief Executive, and
Director of Merchandising
Sacha Look up his posttion
as Retail, Operations and
Property Director in
Novemnber 2012, before
maoving to his current
position in May 2021
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BALANCED LEADERSHIP

BOARD

Improving trend line

Events in the Last year have refocused public consciousness on
diversity, and M&S has been no exception. In line with the acceleration
of the transformation and our Board diversity policy (the “Policy™),

we have taken further steps to deliver our ocngoing diversity ambilions
There have been a number of changes to our Board during the year
and up to the publication of this repert, including the appointment of
four non-executive direclors Inaddition o the diverse wealth ol skills
and experience they bring, our newesl Board members contribute to
the wmproving trend line in gender and ethnic diversity, which are Lwo
key objectives of the Policy

Strategic alignment: Never the Same Again

The refreshed Board skills and experience matrix demonstratesthree
key points and beliefs Firstly, our Never the Same Agan priorities have
been acritical consideration in the composition of the Board and its
Committees, making our leadership mere eguipped than ever bafore
\a drive our strategy Secondly, the matnix highlights key development
areas for consideration in our continued succession planming, such as

Skillsand

Non-
Executive
Director
tenure’

Cender

identity’ since Aprit

2020°

® Female (40%)
® Male (60%)

& 0-2 years (62.5%)
® 3-5 years (25%)
® 6-8years(12.5%)

® Female (80%)
® Male (20%)

* Asat 25 May 2021

sustainabilily and technology Thirdly, and crucially, M&S strongly
believes that improving gender and ethnic diversity in our leadership
15 nel only the right thing Lo do, but is invaluable to the success of

our business The correlation belween improving diveraity andthe
simultanecus improvements in strategically considered competencies
attesls o the benefits of our Policy

; Bz Bz Bz |0z B7 WM:;' D> D7 @:7 /M5 ¢ DEL
experience | @: B: @ |B:(@:: @ B; H: @ |@: @i
a: 2 cl@:; B B \H° (B: |B: B: | B: B:s
25 = =
g g E » | B Bk 3 B2 0z Wz BE;
g = 3 B a B = B B T n 24 n =
3 < ® o1 ES £ A
] © <% & c2 =2
° g H 35 2
Archie Norman ] ® e L ] L ] ®
‘__‘__—J
Andrew Fisher I .‘_1 ® ® | ]
Andy Halford | o
Tamaralngram | ® —[ |— [ ] L) L ®
Justin King i L ] [ ] —I L J T ]
Sapna Scod L J L ® [ N
Steve Rowe L [ ] [ ] ® [ ®
|
Eoin Tonge ® ® [ ] L
Evelyn Bourke o )
Fiona Dawson I [s) (o] I Q ] o] (o]
Pip McCrostie I i ] Q
Nick Folland [ | 1 ® ° .

O Newlyapponted Q Outgoing @ General Counsel &Comoany Secretary

Never the Same Again priorities:

B raster Food growth with Qcade Retail
B Capture vatue in Food supply chan
n Simplify range and value in C&H
Turbocharge growth at M&S com

B Store estate for the new world
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BOARD CONTINUED

Targets met, ambition to surpass

Last year, we mel the target set
out inthe Hampton-Alexander
Review, ensuring at least 33%
of Board membpers identified
as fernale. This year, new
appointments focused onthis
area and remained compliant
throughout, surpassing the
target towards theend of the
year We also voiced our ambition
lasl year, inline with the Parker
Review. to appoint at Irast one
Board member from an ethnic
minority background by 2021,

which we were proud Lo achieve
with the appointment of Sagna
SoodinJune 2020.in addition,
the independence and tenure of
our directors strikes a considered
balance, ensuring stability while
meeting the guidance set out in
the Code, However, meeting
these external targetsisa
milestone and not anend
destination, and we remain
mimndful and committed to
driving progress

EXECUTIVE COMMITTEE

Hampton-Alexander Review Parker Review

Targel [ ]
Mes

Target 33%fermale Board

Targel | ]

Mas I

Target: One Boardmember froman
athrucm nonly background oy 2021

UK Corporate Governance Code 2018

Target [
rmzs

Target Non-exccutive director Lenure
not cxceedingrune years

Wider leadership

While formal targets have focused onthe Board, curambition
to strengthen diversity extends throughout senior leadership

ExCo direct

ExCo

gender

reports

We recognise that there is significant work to doin this area, and
believe that the talent pipeline and succession planning are key.
For that reason, we have highlighted the gender balance of direct
reports to the Execulive Committee, for which more infarmation

identity’

gender
identity”

can be found on page 27

& Female (14%)
® Male (86%)

® Female (44%)
& Male fRRE

* Asat 25 May 2027 Meascsee pZ7 and p62-63 “or more detail

Skills and &
experience Bz Oz @B W o ng“j n§ ng By Bz ¢ II;.:Q
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Steve Rowe [ ] [ L ] L [ ] L ] [ ] L J [ ] [ ]
Eoin Tonge [ ] ® *® o e [ ] ® [ ] [
Kalie Bickerstaffe ® [ ] & ® L ] [ ] ® ®
Paul Friston ® [ L ] [ ] ®
Sacha Berend;ji [ ] ® [ ] [ 4 [ ] [ ] [ ] ®
Stuart Machin [ ] ® ® L L L ] [ ] L ] [ ]
Richard Price [ ] ® L ] L ] ®
OUR COMMITMENT

GOVERNANCE

Our abyective of driving the benefitsof a
diverse board, senior management team
and wider workforce 1s underpinned by
the Policy, which can be viewed on our

corporate website at marksandspencer.com/

thecompany.
In addition to the above mentioned

commilments Lo promote gender diversily,

ethnic diversity and succession planning,

ihe Policy covers other inclusicninitiatives

taking place within the Company which are
sponsored and endorsed by the Board

During the year, these have included.

- Employee-led networks on gender,
ethnicity (BAME), sexual orientation
(LCBTG+), and disabilities and
health conditions.

— Contlinued invelvement in the 30% Club,

an organisation commitled Lo ncreasing
fermale representation on UK boards
through developing our jJunior leaders

~ The Marks & Start programme, which

continues to support young people, the
homeiess, lone parents and those with
disabilities in finding work at M&S

Continued active involvement in key
campaigns including LGBTG+ Pride
celebrations, International Women's Day,
Black History Month, National Inclusion
Week, Menlal Health Awareness Week
and World International Day of Disabilily,
raising awareness and our profile as an
inclusive place to work

— Launched mandatory Inclusion and

Diversily traiming on our Learning Hub
and updated our line manager guide for
genderidenlity to make sure it follows
the latest terminclogy.

Added our first LGBTQ+ charity
partnership Lo Sparks for our customers
and colleagues to support AKT, a charity
supporting LCBTQ+ young people

aged 16-25 inthe UK who are facing or
experiencing homelessness or Living

in a hostile envircnment
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WHAT WAS ON THE BOARD’S AGENDA IN 2020/21?

Board meetings are an important mechanism
by which the directors discharge their duties,
including under Section 172(1) of the
Companies Act 2006,

° For more information, see p34-36 for our

BOARD ACTIVITIES

Board meetings are also animportant platform
forthe Board to debate robustly and challenge
management on elements of the Company’s
performance, specific projects or areas of
strategic significance.

Section 172(1) statement and p68-69 far
decision case studies unpacking the
Board's Section 172({1) considerations,

Key to

stakeholder

groups:

Key to the — Faster Food f—— Capture m— Simplify
Never the Same growth with 2 value in Food 3 range and
Again priorities: Ocadorefail supply chain value in Ca&H

Meeting agendas, agreed in advance by the
Chairman, CEQ and Company Secretary,
combine abalance of regular standing items,
such asreports on current trading and financial
performance, with one or lwo detailed “deep
dives™. These pages give an overview of the
mair topics on the Board's agenda throughiout
the year

@ Shareholders Colleagues @ Suppliers Customers @ Communities @ Partners

Turbocharge Store estate
growth at ,f')' forthe
M&S com t new world

sTRATEGY Never the Same flgnin AND TRANSFORMATION

Updates on Lhe progress of the transformation

of the business Cavid-19 and Brexit, two major

prograrmme were provided at each meeting,
supplemented by deep dives presented by
therelevant business areas. These updates
enabled the Board to menitor and drive the
transformation programme forwards, while
also providing guidance and challenge
where needed At the start of the year our

uncertainties, brought new chatlenges but
added further pace and acceleration Lo our
transformation In response, we created our
five priorities under the Never the Same Again
("NTSA") programme, as announced at our
half-year results Allof the Board's strategic
discussions have been principally focused on

uncertainties To drive change and navigate
these additional uncertamties, the Board has
continued to hold unscheduled calls as
required, often onaweekly basis,
supplementary to scheduled meetings
during 2020/21

@ Read more about the Board's condensed
gavernance cadence on pe0.

transformation programme was atready under  the NTSA priorities, while being contextuatised

way with improvementsin all core areas

covip-19 900909

The Board has continued toreflect on, and direct the Company’s
response Lo, the ongoing impacts on the business resulting from Lhe
Covid-19 pandemic In each of its strategic discussions, it has
considered how best to manage the uncertamties assaciated with
Cowvid-19 (and therefore Lhis has not been repeated in the Strategic
Deep Dives section below) Most notably, the Board has discussed
dunng lhe year the impartance of improving and accelerating the
shift to online inthe C&H business, especially during various
lockdowns inthe UK and inlernationally when non-essential retail
has been closed, the urgency in future-proofing Lhe UK store estate,
increasing our Food presence in popular retail parks and out of town

and shaped by these Lwo major

@ For moreinformation on our strategic
priorities, see p7,

BREXIT 9@ @@

Aswith Cowid-19, Brexit preparedness and its potential impact

has been continually discussed across all strategic areas The
negoliations with the EU were monitored closely, but the Board and
management’s focus has remained resolutely commitied to
mitigating the impact and ensuring Lthat the businesses remained
focused on providing the best possible service to customers The
Board has considered in detail throughout the year: the potential
financialimpact on profits of the various scenanos of leaving the EL
wilh or without a trade agreement; post-deal, the need to reshape
our supply chain and overcome the logistical difficullies of sending
product from the UK, specifically to the island of treland; and finally,
coming to terms with the new operating model for the International

locations for more spacious and convenient “weekly shops™, and,
ensuring the success afl the Qcado partnership amidincreasing online

dermand 111G

business, due Lo the increase in tarif fs and administrat ve burden

Brexit caused. [IE1EE

STRATEGIC DEEP DIVES

At each meeting, the Board discussed strategically significant matters in greater depth ta evaluate progress, provide insight and,
where necessary, test, challenge and decide cn appropriate action. These included:

Clothing & Home § 0 00 @

~ Discussed the C&H proposition, brand framework
and supply chan, momtoring and challenging
aganst agreed transformation milestones

~ Debatedmvestment and development inaregs
such as product and design to drive the C&H
strategy, with particular regard tao sustainable
change and future-proofimg (R IR

Third-party brands @ @9 8@

— Cuided and supported management to develop
the approach to third-party brands and debated
the criteria brands would need to meet norder to
be considered for investment, mghlighting
the importance of the customer lens and
Plan A atignment

66  Marksand Spencer Group plc

- Considered the ments of acqursition,
collaboration, consignment and

whalesale models [ENE]
Food 09000

— Discussed changing customer behawviow and
our responses toit, covering product range and
packaging, store layout, and plans for the
hospitality business.

— Monitored activties relating to the modernisation
of the end-to-end supply chan including the
rall-out of Vangarde Discussing the need for

continbous Improvernent throughout the network

and the partnership model for the Food business

L] ]

Ocado 9009

~ Challenged and supported management's
operational and marketing plans for the
September 2020 launch and subseguentiy
evaluated the success of the transition.

~ Discussed Ocado's trading performance and

plans to develop the jointventure relationship
with an absclute focus on the customer and

driving growtf nn



STRATEGIC DEEP DIVES CONTINUED

Bank & Services @ @@

— Provided feedback on the updated commercial
framework and strategy for M&S Services and
discussed how this would support driving the
Croup's strategic prionties, including customer
proposition, plans for growth and partner

relationships u
Property 9 900 @®

— Reviewed plans and recewod updates on
cost-saving initiatives, leases and rent
arrangermoents. Cffering guidance on
negctiabions with landlords and challenging
management to bring difficult questions for
the Board's consideration

— Tockanactive role inshaping the Company’s
response an business retes and the store closure
and renewal programmacs ﬂ

Digital & Data @O0 @

Endorsed the MSZ concept to develop digital
talent in C&H providing insight and guidance on
thecritical success factors, and encouraging the
ExCoto proactively oversee the process.
Monitered transformation progress on M&S.com
custormer experience. personalisation and growth,
and on plans to integrate digitat capabilities and
newtechnoiogy instores [ INIE

Sustainability and Plan A 0000 @

Debated a new approach to Plan A and agreed to
madernise the framework of principles. closely
aligrung this wath the Company's strategy and
stakeholder pniarities, and embedded more
strongly into the M&S brand The ESG Committee
was formed to support this, acknowledging
growing stakeholder interest in the topic

naann

Sparks @ 9@

— Evaluated the success of the Sparks relaunch and
discussed ambitions to integrate Sparks more
deeply throughout the business, driving further
growth through theloyalty offer.

— Discussed the ments of various Sparks intiatives
aimed at improving the customer offer and
Loyalty, through non-financial rewards including
Sparks Live and Supersize Sparks [F[E

International @ 90 00®

- Aganstabackdrop of uncertainties across cwned
and franchise markets. reviewed progress inthe
International transformation prograrmme

— Focused management on understanding the
urgency of growing online, culminating in the
onlinelaunchin 46 new Countries, INCreasing
aqility in the supply chain, and modermsing the
store portfolio et

3

ORGANISATION CULTURE AND BUSINESS INVOLVEMENT GROUP (‘BIG’)

- Focused ontrading and operating safely, aswell

as rewarding colleagues continuing to work during

the tirst lockdown, with store colleagues given a
oneg-off 1Y% pay increasc for the period and
support centre cotleagues given a one-off share
award amounting to 5% of salary for the peried.
- The Board felt strangly that colleagues placed
on furlough should not experience adocline
between thair ordinary pay and the government

grant, and therefore agreed to fund the difference

to ensure that colleagues received 100% of pay
This informed later Rermuneration Committee
discussiens and approvat for paying the national
tiving wage to all colleagues. effective from
June 2021

— Debated organisattonal restructunng in Retail &
Property and C&H, considerng the terms and

CHIEFEXECUTIVE OFFICERUPDATE

impact onthe business over the long term and the
impact onand views of stakeholders, chiefly
colleague views Avotuntary redundancy
programme was regretfully agreed upon
Aconsultation was communicated and managed
via BIG that culrmimated in 7,000 voluntary
redundancies

In addition to the annual standinginvite to

three Board meetings and one Remuneration
Commirtee meeting, the Charr of National BIGwas
invited to make use of attending in full and seeing
all papers inorder to provide colleague insight and
sentiment in focused BIG deep dives, and to input
on agenda items throughout Board mectings

The Board gave thanks to the autgoing BIG Chair,
and welcomed the newly clected Charr tots
meeting in December 2020

— Discussedtalent and performance reviews
taking place across the business Non-execufive
directors offered insights to rmanagement from
ther external expenence on successful methods
fordriving e high-performance cultute and an
engaged and metivated workforce

— Encouraged devoloprment and improved
commurication of M&S's culture and character
as an employer, to attract the floxible and
ontreprengunal falont required to execute the
digital agenda

GOVERNANCE

— Discussed inclusion and diversity mitiatives taking
place throughout the year, such as National
Inclusion Weck activity, new support and
o-learming for bne managers oninclusion, and
thelaunch of the Culture & Hentage network

CHIEF FINANCIAL OFFICER UPDATE

The CEO's monthty presentation to the Board focuses on operational activities
of strategic significance across the business Inaddition to decp-dive items,
transformation updates and People matters covered elsewhere, the Board
discussed trading in each business unit, including sales trends, supply base
perfarmance, regional activity and performance against competitors Insight
was also provided on events throughout the year such as brand launches,

scasonal trading at Christmas and Easter, and Black History Month,

GOVERNANCE

MNnancat updates, provided by the CFQ, are considered by the Board at every
meeting and cover monthly sales performance, profit, cash flow, cost base,
capital expenditure, and outlook for the year The CMO updates during the year
also included discussion on "key event items, such as budget setting, dividend
decisions, share price movements, measuares to secare Liguidity, feedback from
investors and changes in the finance leadership team

PRINCIPAL COMMITTEES

The Board and Committec calendaris arranged by
the General Counsel & Cormpany Secretary in

conjunction with the Chairman toensure the agility of

information flow and decision-making The principal
Caommittees usually meet within the week befare
Lhe Board to provide the Latest updates and
recommendations for approval at each Board
meeting, with the following discussed by the Board
inrespect of the principal Committees

Audit Committee

— Agreed the proposed Group-level principal
risks and the appropriate treatment and
mitigabing achivitics

— Discussed, agreed and made plans to
communicate and disclose the Group's risk
appetitc and telerance, and evaluated the risk
profile at regular intorvals against this.

- Reviewed half year, @3 and full year results,
including exceptionaliterns and the audit
timetable and plans of the external auditor

— Evaluated Internal Audit actraty, and approved
planstoappropriately reflect Covid-191mpacts

Remuneration Committee

Reviewed updates an senior leadership objectives,

targets and remuneration, including how these

woutd be cornmunicated to key stakeholders
Discussed remuneration actraties relating to
Covid-12, including furlough, store colleague pay
upliftand the 5% share award

Nomination Committee

Approved recommendations to appoint four
new non-executive directors and rovicwed
updates oninduchtiens

ESC Committee

Discussed the need for, and approval of, the
formation of the ESG Committee, announced in
December 2020.

Considered the development of the Plan A
prograrnme refresh.

Receved updates on the ESC communications
framework and approved recornmendations for
ESC-related disclosures within the annual report,
including preparations for adopting the Task
Force on Chimate-related Financial Disclosures
("TCFD") recornmendations

— Invited the Board to attend oxternal speaker
sessions to developinsights on ESC issues.

OTHER GOVERNANCE

The Generat Counsel & Company Secretary provides a
legal and governance update at cvery Board meeting,
covering ongoing litigation, confidentiat project
status updates and closed periods, share register
analysis, sharcholder insight and priontics, delegation
of autharity updates, and updates torelated parties
and potential conflicts of interest

Building on the success of hybrid mectings in
previous years, the Board took the decision against
the Cowd-19 backdrop to runan ostensibiy digital
Annual General Meeting ("ACM")in 2020, scoing
participation treble and all reselutions passed, with
votes ranging from 90 89% to 82 97%10 favour

Board impact

— Discussedinsights and development plans from
theextornal evaluator, including one-to-one
mentor painng between non-cxecutive directors
and ExCo members
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BOARD ACTIVITIES CONTINUED

KEY BOARD DECISIONS
& S172(1) CONSIDERATIONS

in addition to the considerations, debates and decisions outlined already, the Board made some crucial decisions during the year,
promoting our purpose, strategy and long-term sustainability. All Board decisions, whether iterative and complex, orimmediate
and straightforward, are made having considered the matters set out in Section 172(1) of the Companies Act 2006,

and here we analyse some of these decisions and considerations in detail.

CWM‘lq Wwbi/n? & Ml&wg'u& redundancies

There has not been a stakeholder whe has been unaffected by this global pandemic,
both directly andindirectly. We detailed the Company’s initial response to the crisis in

last year's report {pages 50 to 53 of the 2019/20 Annual Report), and the Board continued
to make decisions throughout this year to ensure that the business not onty dealt with a
prolonged pandemic but atso prepared itself to emerge into a changed world ina very
different, Never the Same Again, shape.

Stakeholder considerations

Despite customs embargoes or
changesinour buying volumes,
our suppliers have responded
dynamically and robustly to
support the pivot inlo categories
and productsthat our customers
have required over the past 12
monihs The Board has therefore
striven to support suppliers, and
balance Lheir often conflicting
interests Whenthe Clothing &
Haome ("C&H") business
anticipated being severely
constraned during lockdown,
the Board needed toact Lo secure
the Company's liquidity for the
tikely duration of the crisis, and its
optionsto do soincluded
amending our supplier payment
terms In considering Lhe mpact
that this would have on them,
the Board resolved o ask our
larger suppliers to accept less
favourable payment terms, to
help offset the cost of providing
improved financial terms te our
smaller suppliers whaorely on
prompt payment toremain
economically viable. In exchange,
the Board commmitted to
standing by our larger, long-term
suppliers, pledging that no
fabric would go to waste and all
orders placed before halting
production would be paid for

on normal terms

Our category mix has nad to
adapt to custormer demands
during Covid-19, pivoting away
from formalwear and schoolwear
towards laungewear and home
accessories. Thistrend has been
compounded by the evalution
of how customers shop, and Lhe
growth inonline saleshas
stretchedthe capacity of our
suppliers and distribution
network. The Board considered

Marks and Spencer Group plc

this impact at length when
contemplating Lhe appetite for,
and ways in which Lo maxirmise the
online opportunity, which Lhad
already agreed would beinthe
best interests of customers (to
keep pace with their demands)
and shareholders (lo ensure
Lhe sustainabiily of the C&H
businessy When it was ultimately
agreed to introduce third-partly
brands tothe M&S online offer,
the Board had contemplated
bolhthe needio substantially
INCrease our online capacity to
avoiud unnecessary strainon
warehouse colleagues (teading
direclly to the Board's tater
decision to buid a new
automated online warehouse
withinihe Bradford distripution
centre, creating 300 new jobs),
and the need to nurture
productive and effective
relationships with third-party
brand partners. These
arrangements were then
incividually talored to reflect the
level of M&S involvement and
support that the brand would
require {either through new
concession or wholesale
arrangements, or in the case

of Jaeger, an acquisition)

By being both a C&H and Food
retaler, with C&H deemed
non-essential retail for a
significant part of the vanous
lockdowns, continuing to trade
Food from stares atso selling C&H
was a complex and constantly
evolving Issue Maintaining close
working relationships with logal
authorities has been a constant
considerationof the Boardasa
result Only by considering and
consulting with the Uk and
international governments,

the devolved UK administrations,
and local authorities, was the
Board able to navigate the
variety of trading rules, ensure
our colleagues and customers
feel safe in our stores, and
continue totrade the business
as much as possiblen the UK
and inlernationally

Our colleagues have been
remarkable throughoul the
Covid-19 crisis, demonstrating
time and again what a hugely
important part they playin
mantaming the M&S prand
When the Board has discussed
measures Lo preserve liquidity
and ensure thal the business is
right-sized for the future, it has
done sowith the need to support
and protect colleague interests
as aconstant consideration’

— Civenthat a sizeable portion of
our C&H store eslate was not
trading during the various
lockdowns, the Board took
the decision at the start of the
pandermicto place 27,000
colleagues on furlough,
agreeing that atl furloughed
colieagues should receive their
full pay. Colleagues needing
to shield for medical reasons
were prniontised for furloughif
they were unable to work from
home, while adaional training
and digital tools were ralled
outforcolleaguestobeable lo
work flexibly across different
areas of the business, bringing
the number of furloughed
colleagues down Lo less than
1.000 at the e of writing
this report.

- The Board were keen Lo @nsure

that colleagues working
throughout the first UK

national lockdown were
rewarded for Lhewr dedication
and loyalty, store colleagues
were awarded a lemporary
15% upliftin pay, while supporl
centre colleagues received a
share award equivalent Lo

5% of ther salary over the
same period

Aspart ol the more digital and
llexible approach toworking,
and the need to ensure that the
business s fit for purpose Lo
operate inamore digitally
enabled world, the Board
considered options for
streamlining the business and
reducing costs, which included
the possibility of colleague
redundancies Noting Lhat this
was the only viable aption for
right-sizing Lhe business for
the fulure and therefore inthe
best Interests of shareholders,
the Board was nonetheless
minadful of the potentral
impact on colleagues and
communities As such, the
Board agreed that colleague
choice should be afactoras far
as possible andthat the
Busingss Involvement Croup
("BIC") should play a pivotal
rolein communicating with and
supporting colleagues through
any job losses. When the Board
decided to make 7000 roles
redundant, they stipulated
that these were to be made
first by a voluntary redundancy
programme ahead of any
compulsory redundancies
AlLL7,000 redundancies were
made voluntarily by colleagues
asaresutt,



Creation of MS2

Over the past three years, the Group has made significant
investment in its online capabilities, supported by expansion
of capacity and improvements to operations at the Castle
Donington distribution centre. However, M&S.com had
previously been structured as the cnline channel of a bricks
and mortar retailer, resulting in operations run in tandem with
physical store-based trading rather than competing head-to-
head with pure play competitors. Launching a new division
within the C&H business to maximise online growth, MS2,
builds uninvestments made in recent years and ways of
working adopted during lockdown, evolving from a number of
decisions the Board made in consideration of its stakeholders.

Stakeholder considerations

it was clear from the start of
lockdown that the impact of the
Covid-19 pandemic would leave

the C&H business forever changed

To ensure Lhe business ongoing
viability for shareholders, the
Board considered the importance
of continuing to trade online and
meeting customer expeclations,
despite C&H store closures as a
result of being classified as
non-essential retail To assist with
clearing store stock and to keep
pacewith the growth inonline
orders, the Board approved plans

for the "buyonline, ship from store”

("BOSE system of deliveryto be
rolled out across C&H stores,

allowing foronline orders to be
picked from store slock.

While the initial results of the
BCSS roll-out achieved the aim

of clearing surplus stockin

stores, the Board and
management received feedback
from colleagues that store
operations were being impacted
In considering this feedback, Lhe
Board approved plans to move
BOSS order picking outside store
opening hours and introduce might
shifts for colleagues Further
feedback relayed Lo management
and the Board from customers
outlined issues with delays and

Establishing an ESG Committee

The Board agreed that the ESC Committee should be created,
effective from 16 December 2020, to assist with the refresh of
the Plan A sustainability programme in the first instance, before
monitoring its ongoing execution and wider ESC initiatives and

compliance with regulations.

Stakeholder considerations

Indeciding to reinvigorate
Plan Aand establish the ESC
Commititee lor oversight, the
Board considered.

- Thegrowing centingent of our
investors expecting to see
environmental, social and
governance matters embedded
within our overarching strategy

~ Curcustomers, who are
becoming increasingly
concerned with ESGissues,
including climate change,
suslanable sourcing and elhical
trading, to the point where we
riskiosing their loyally if we
cannot demonstrate that we
are addressing these concerns

- The mounting pressure from
our wider community including
current and prospective
colleagues, voiced through the
media, to ‘domore”and be a
better corporate citizen

- Theneed to minimise
our impact on the environment
and ensure thal we donot
contribute any furthertothe
climate crisis.

multiple deliveries arising from
asingle order On consideration
of this, and of the increasing
distribution costs and
anvironmental impacts of running
the BOSS system more widely,
the Board ultimately agreed
that a cormplete solutionto
rapid fulfilment needed to be
developed, deciding to increase
capacity al Castle Donington in
the first instance

Alongside the rapid growth of
online and fulfilment, the Board
considered customer demands
and the corresponding pressure on
our suppliers to meet changing

customer trends in product mix

It therefore turned to the question
of whether to meet these demands
by introducing other brands into
the product mix. Having seen
unprecedented demand for the
Nobody's Child collaboration,

and considering the short-term
shareholder and customer
benefils of being able to gquickly
diversify into new product areas at
considerable scale, the Board
decded to introduce third-party
brands to the ontine C&H offer

Qur most
sustainable

denim 7«(’/1}
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BOARD REVIEW

The 2021 external Board Effectiveness and
Developmental Review was conducted
according to the principles of the UK
Corporate Governance Code 2018 (the
“Code”) and the supporting Guidance on
Board Effectiveness, and was facilitated
by Gurnek Bains of Clobal Future Partners
("GFP™). Gurnek Bains, and CFP, has no
other connection with the Company,
other than the work that he is doing to
support the development of the Executive
Committee ('ExCg™ymembers as part

of their individual and collective
development plans.

The Company’s last externally facilitated
Board Review occurred in the previous
year and was detailed in the prior year's
annual report on page 56

One of the outcomes of last year's

Board effectiveness review was to retain
CFP for this year, in part to review progress
against the previous year's findings

THE PROCESS

As with the previous year, in making its
assessment of the Board and principal
Caommittees el fectiveness, CFP observed
proceedings of at least two Board
meetings. CFP was also given accesstoa
full year's worth of Board and Committee
papers via a secure portal, to assist thern
in assessing the quality of the information
that had been provided to the Board and
Committees during the year.

However, the key change from the prior
year was the number of one-on-one
sessions that Board members and key
Board contributors had with GFP. Due

to the travel restrictions imposed by the
Covid-19 pandemic, a host of these
interviews were conducted electronically,
and the one-on-one style worked for the
Board members and contributors, who
commented that they found the format
relaxed yet focused.

“The Board had maintained
its existing strengths while
making excellent progress
on developing the ExCo and
ensuring that, collectively,
there was effective oversight
of key strategic themes.”

Gurnek Bains, Global Future Partners
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These interviews were conducted with
Board mambers and the General Counsel
& Company Secretary, and feedback was
provided on GFP's observations of the
Board and its Committees and the papers.
For the first time, and as a direct result of
one of the findings of the previous year's
Board Effectiveness Review, interviews
were also held with the ExCo members
to gain insight into their performance,
and their relationships with the Board
GFP provided observations and
recommendations on how these
relationships could be developed to
become moere effective. These meetings
also provided Board members with the
opportunity to discuss further themes
that had emerged from the Board action
plan from last year, as well as addressing
topics that emerged from sessions held
this year.

OUTCOMES

The Chairman received feedback from all
Board members on his performance, as
well as on the effectiveness of the Cenerat
Counsel & Company Secretary, with a
particular focus on the onboarding of
new directors, and the Board involvement
programme. The Chairman was also
orovided with feedback onthe
performance and effectiveness of each
Board member, with particular attention
being paid to Committee Chairs and the
Senior Independent Directer. These
azsessments focused on the role, skills
and contributions made by individual
members and the Boardroom dynamics
at play.

The final CFP report was shared and
discussed with Board members separately,
in advance of the Board meeting held

on 24 May Z021. At that meeting, the
conclusions and insights gained were
formally agreed and an action pian for the
year ahead was developed and approved.

BOARD REVIEW INSIGHTS

This review established that the Board

had maintained its existing strengths while
making excellent progress on developing
the ExCo and ensuring that, collectively,
there was effective oversight of key
strategic themes, the transformation
programme and the cultural and

people agenda.

There was recognition of the effectiveness
of the increased involvernent of the
Board during the pandemic, and
acknowledgement of the meaningful
contribution made through the Cowid-19
crisis. New Board members have been
successfully integrated and describe a
“pestin class” induction process. Board
members also expressed continuing
confidence in the operation of the Board
Commuttees and welcomed the creation
of the ESC Committee.

Committees

Board Committees were also reviewed
and, overall, were considered to function
wellin terms of their effectiveness,
decision-making and the rigorous manner
inwhich they addressed any issues
brought to their attention,

Chairman

It was noted that the Chairman had driven
the transformation at pace, and had
strengthened the Link between the

Beoard and senior teadership during the
course of the year, by enceuraging the
mentorship of senior management by
non-executive directors. His leadership of,
and recruitment onte, the Board was
classed as purposeful.

Senior Independent Director

Due te the significant change over recent
years at Board level, the role played by
Andy Halford has been noted as having
animportant stabilising effect cnthe
Board while new Board members settle
into their roles.

BOARD ACTION PLAN

The Board action plan for
2021/22 includes:

~ Working closely with the senior
executive team on reporting into
the Board and monitoring of the
transformation programme.

- Continuing toincrease the level
of engagement between the
Board and senior executives and
making progress with the ExCo
mentoring programme.

- Ensuring that the culture and people
agendaare at the heart of the
Company's transformation.

- Monitoring and building on the work
done following the creation of the
E£5C Committee.
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NOMINATION COMMITTEE

COMMITTEE ROLE AND MEMBERSHIP

REPORT

MEETINGS HELD IN 2020/21

The Committee reviews the leadership
and succession needs of the organisation
and ensures that appropriate procedures
arein place for nominating, inducting
and evaluating directors. In addition,

the Committee ensures that the Group's
governance facilitates the appointment
and development of effective
management that can deliver
shareholder value over the longer term.
The full Terms of Reference for the
Committee can be found at
marksandspencer.comjfthecompany.

The Committee comprises the non-
executive directors and is chaired by
Archie Norman, Individual meeting
attendance and changes to membership
are displayed in the adjacent table More
information on the skills and experience
of all Committee members can be found
onpages62to64.

66

The Committee’s
activities had
particular focus
on aligning our
leadership team’s
skills with the
post-Covid

strategy.’,

Archie Norman,
Chair of the Nomination Committee

Member Numb_erof Maximum
since meetings possible
attended meetings
Archie Norman 1Sept 2017
Andy Halford 1Jan 2013
Andrew Fisher 1Dec 2015
Justin King' 1.Jan 2019
Sapna Scod 1Jun 2020
Tamara Ingram 1Jun 2020
Evelyn Bourke 1Feb 2021
Former non-executive directors who served on the Committee for part of 2020/21
Pip McCrostie? 10Jul 2018 4 5
Alison Brittain 1Jan 2014 1 1
Katie Bickerstaffe 10 Jul 2018 1 1

Justin King was unatle loattead tre meetingon "2 April 2820 for personal reasons
2 PipMcCrostie was unable to attend the meeting on 25 June 2020 for medical reasons

More information on the Nomination Committee is available in our

GOVERNANCE

full disclosure of compliance with the UK Carporate Covernance Code at

marksandspencer.com/thecompany.

REVIEW OF THE YEAR

2020/21was a busy year for the
Committee, which oversaw the induction
of a new Chief Financial Officer and the
appointment of four non-executive
directors. This was in additiontothe
Committee's usual talent and succession
activities which, as covered on pages

64 and 65, had particular focus on
strengthening diversity and aligning

our leadership team’s skills with the
post-Covid strategy. The Committee’s
performance was reviewed as part of
the 2020/21 externally facilitated Board
Evaluation, whichis covered on page /0.

The review established that the
Cormmittee functionswell in terms of
planning succession to Board roles and
other senior positions, For directors and
senior leaders, developmental feedback
and support has also been provided as
part of the evaluation process.

BOARD UPDATES

Towards the end of last year, the
Cornmittee discussed and guided the
creation of the role of Chief Strategy and
Transformation Director, which Katie
Bickerstaffe took up in April 2020.

As announced on 18 May 2021, Katie'srole
has now evolved into joint Chief Operating
Cfficer, along with Stuart Machin.

Also towards the end of (ast year,
the Committea was embarking on the
detaited process to appont and inducta

new Chief Financial Officer, culminating in
the arrival of Ecin Tonge in June 2020.

Shortly after, the Committee identified
Sapna Soodand Tamara Ingram as
valuable additions to the Board and
ensured both non-executive directors
undertook comprehensive induction
processes on their joining the businessin
June 2020, despite Covid-19 restrictions.
Their value was guickly demonstrated,
and the two became the first members
of the newly formed ESC Committee,

At the 2020 ACM, the Board gave
thanks to Alison Brittain, who stepped
down after six years of serviceas a
non-executive director.

More recently, the Committee
recommended to the Board the
appointment of Evelyn Bourke, who
formally joined the business in February
2021. As well as joining the Nomination
Committee, Evelyn is the newest
member tojoin the Audit Committee
and brings extensive financial and
risk-related experience, the value of
which has already been felt throughout
the year-end process.

At thevery end of the financial year,

Pip McCrostie retired from the Board with
our heartfelt thanks for her active and
cormmitted contribution to the Company.

The Committee was keen to maintain the
balance of diversity and skills at Board
level, and quickly commenced the process
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NOMINATION COMMITTEE REPORT CONTINUED

to identify our newest Board colleague.
In April 2021, the Committee was pleased
to recormnmend the appointment of Fiona
Dawson, wha joins 25 2 non-executive
director on 25 May 2021 Fiona joins

from Mars, InC. with a wealth of global
rmarketing and sales experience and a
skitlset which aligns with our accelerated
transformation strategy. Fiona’s
appointment ensures that the Campany
maintains a40% fermale Board, exceeding
both internal and external targets.

DIRECTOR TENURE

As at the publication of this report, all
directors have a tenure not exceeding
nine years. During the year, the
Committee considered the tenure of
Andy Halford, who will have served for
nine years in January 2022. On review,

it was established that Andy remains
independent, and provides a key point
of stability during a period of significant
change it was further agreed that
Andy’s skills and experience remain
relevant, and his capabilities as Chair of
the Audit Committee are greatly valued
by the Company.

EXECUTIVE COMMITTEE AND
TALENT MANAGEMENT

One of the key teadership changes
supported by the Committee has been
the transition of the Operating Committee
into the Executive Committee ("ExCo”),
which is covered in more detail on

page 60.

The Committee agrees with management
that the compaosition of the ExCo
improves the efficiency and effectiveness
of decision-making, mirroring the Board's
approach te @ more condensed set of
governance arrangements.

The establishrment of the ExCo included
the assignment of a Nomination
Committee mentor to each ExCo member.
In addition, the Committee supported

the CFO in his appcintment of three new
members to his senior team, with Richard
Price joining Eoin and Katie on the

ExCo inJuly 2020 as Clothing & Home
Managing Director.

As part of a wider programme to assess
talent and succession in the business,
the Committee members have heen
available to advise the ExCoin its review
of all senior leaders.

The focus on talent assessment and
development has extended throughout
the organisation and has culminated in a
different-shaped business with improved
controls around tatent management
While discussions have principally

taken place at the Board, ExCo and
Remuneration Caommittee, the
Committee believes that this reflects
the vital alignment between performance
and reward.
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DIRECTOR SUCCESSION AND INDUCTION PROCESS

In light of the Committee’s active year, we have taken the opportunity to outline

our approach te recruiting and inducting non-executive directors. The process s
designed to ensure the search for and appointment of our directorsis thorough and
inclusive, and that their inductions provide an effective introduction te the M&S
boardreom and, more crucially, facilitate a comprehensive understanding of

the business.

The executive search
agencyreviews the
specificationand
produces along list of
candidates from
various backgrounds
and industries,
including those
with little or no FTSE
board experience

The Chairman leads the Committee, working
with the Cenerat Counsel & Company
Secretary to develop a candidate
specification, using atatent and expertise
matrix reflective of the one an page 64
The candidate brief is then placed with an
executive search agency who must bea
signatory tothe Voluntary Cede of Conduct
for Executive Search Firms in Line with our
Board Diversity Policy.

Appoint

The Chairman
ident fies a short list of
candidates following
Teedback from the
Senigrindependent
Director and other

The candidates are
interviewed and assessed
agamnst pre-determined
criteriaandinlinewith
the specific candidate
brief This includes meeting

The successful
candidateis then
recammended for
appaintment tothe
Board, with the
Ceneral Counsel &

Company Secretary Board members on members of
lasked wilh the amore informat the Committee
formalities. basis to determine

interpersonal dynamics

The final stepin the recruitrent process is to provide our new directors
with arobust induction to the business Theimportance of this slep
cannot be overestimated, asit formsthe mechanism to support our

direclors in meeting their statutory duties, embedding their
understanding of our strategic priorities and bringing the Board closer
to decision-makers and those tasked with running the day-to-day
management of the business

Some aclivities included in this year's inductions have been

Before arrival:

- Board procedures
and PLC/Listed
Company duties

- Comprehensive
pre-read of Board
and relevant
Committee papers
from the previous
12 months

Within the
first month:

- Businessurit
leadership team
introductions

- Stakehotder
pricrities analysis
and overview,
including
introductionsto
Investor Relations,
Corporate
Communications
and Plan A

Within the first
three months:

- Storevisits,
including visits to
renewal stores and
amarning spent
working in store

- Logistics depot
visit, Castle
Donington
distribulion centre
visit and website
demonstration

- Partner
introductions
and wisit to
Ocado's offices.

- Customer services
visit and customer
datainsight
overview

- Meetingthe
exlernal auditors
and board
development
adviser

Within the first year:
- Attend Naticnal

BIC meetling and
colleague services
overview

Introductionto
our heritage and
visit to the M&S
Company Archive

Attendance at
management
meetingsand
product previews
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Sustainability is
about securing the
long-term future
of abusiness and
protecting the
resources we all
depend on.’,

Tamara Ingram,
Chair of the Environmental,
Social & Governance Committee

ESTABLISHMENT

I was delighted to be asked to set up

the new Board Sub-Committee (the
“Committee”) on Environmental, Social &
Governance ("ESG") matters. M&Sis a very
speciatbusiness — with loval customers,
passionate committed colleaguesand a
wonderful legacy of caring service,
environmentat leadership and deep-
rooted community values. As Chair of the
Committee, I'm pleased to present our
report for the year covering activities from
our establishment in December 2020,
These have been focused on reviewing
our activity and ensuring our strategy
continues to lead the way and

communicates the M&S point of difference.

PLAN A

Theimportance of Plan Ato the M&S
brand and culture cannot be overstated.
The programme, appropriately named
Plan A"because thereis na Plan B, was a
ground-breaking venture in 2007, creating
a fully integrated sustainability plan
reflective of the M&S values of helping our
colleagues, customers and communities
lead happier, healthier and more fulfilling
lives. Itis through Plan A - our multi-year
sustainability action plan - that we
address the risks and opportunities that
environmental and societal issues present
tous asabusiness. ft drives us to make
better choices to ensure that M&S, and the

precious resources and planet we rely on,
are in better shape for the future.

How a business approaches social and
environmental challenges is of increasing
importance to all stakeholder groups.

In recognition of this, the Committee

has met on a monthly basis in its first six
months, with an update to the Board after
each meeting. The Committee has been
frequently attended by members of the
Executive Committee ("ExCo”) and seniar
rmanagement. As a Committee, our roleis
to provide the additional rigour, support
and challenge for the business as we
reinvigorate our Plan A programme to
upholdits leadership and keep it at the
very heart of M&S' customer proposition.
As part of thatrole, we've looked at
industry benchmarking, censumer insights
and future trends, discussed marketing
and communications frameworks, ways
to embed Plan A more deeply within the
business, as well as the framework against
which progress will be measured.

ESG-RELATED RISKS AND RESPONSE

In addition to overseeing the governance
underlying the various projects for Plan A's
reinvigoration, the Committee has
supported the Audit Committeein its
review of new and existing risks relating

to ESCtopics.

COMMITTEE ROLE AND MEMBERSHIP

Specifically, the Committee reviewed a
new "social, ethical and envirenmental
responsibility” risk, confirming its
appropriateness to the Audit Cormmittee
as a distinctrisk from the “corporate
cormpliance &responsibitity” risk that
previcusly covered arange of ethical
considerations. This new risk includes a
broad spectrum of issues; envircnmental,
hurnan rights, animal welfare and ethical
standards and commitments [N identifying
these issues, we acknowledge the trust
that customers place in the M&S brand
to source sustainably and ethically, and
their ongoing concern around 155ues
like deforestation and animal welfare.
We alsorecognise the increased focus
from regulators and investors on these
issues, particularly following ongoing
interest in human rights abuses in supply
chains in the UK and abroad.

GCOVERNANCE

Aswell as oversecing related risks, the
Committee hasrecognised that these
changes in the external environment are
current and reguire respensive action
now, and has advised management
accordingly. This wider support for
management has covered advising the
business ahead of signing the ‘Exit the
Uyghur Region’ Call to Action to address
human rights abuses. The Committee has
also critically reviewed, and subseguently
monitored progress with actions raised by,
the business’ co-authored Oxfamreport.

The Committee s responsibile forensuring
that the Company has an ESG Strategy
{"Plan &7 that 1s both inspinng and
differentiates M&S from iLs competitors,
while also remaining fit for purpose The
Cornmittee will also review the effectiveness
of Plan A, including the governance
arrangements for ensuring the successful
delivery of the strategy and monitoring its
overall performance. The full Terms of

MEETINGS HELD IN 2020/21

Reference for the Commitlee can be found at
marksandspencer.com/thecompany.

The Committee camprises Tamara Ingram

as Chair and Sapna Sood, with Archie Norman,
Eoin Tonge and Mick Folland standing
attendees at Committee meelings Steve
Rowe will also be a standing attendee for
2021422, Individual meeting attendance is
displayedinthe table below. More information
on the skills and experience of Commitiee
members can be found on pages 62 to 64

Member Number of Maximum

sinee meetings possible

attended meetings
Tarmaralngram 16 Dec 2020 3 4
Sapna Sood 16 Dec 2020 4 4

By standing invite

Archie Norman MN/A 4 4
Eoin Tonge N/A 4 4
Nick Folland N/A 4 4

= Tamaralngramwas not present at the meelingon '8 January due tolast-minute rescheduling andt me zone
differences, but provided irputin advance of the meet ng and debriefed with rmembers and attendees

immediately ‘ollowing the meeting
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PREPARING TO ADOPT TCFD

ESGCOMMITTEE REPORT CONTINUED

Alongside the coordination of the Plan A
refresh, the Committee has been briefed
on the Listing Rule, which the Group is
required to adopt from FY 2021/22, for UK
premium tisted companies toinclude a
statement in their annual financial report
setting out whether their climate-related

financial disclosures are consistent with
the recommendaticns of the Task Force
on Climate-related Financial Disclosures
("TCFD"). While the Listing Rule will not be
applied by the Group until FY 2021/22,
the Committee has recommended that
the Group provides disclosure on its

progress towards adoption of the TCFD
recommendations, to demonstrate to our
investors and wider stakeholders that the
Company takes its disclosure obligations
and climate change seriously. Accordingly,
our progress on future TCFD reporting is
set out below.

TASKFORCE ON CLIMATE-RELATED FINANCIAL DISCLQSURES REPORT

INTRODUCTION

This reporl sets out our climate-related financial
disclosures, which have beendralted to
demonstrate our progress towards alignment
with TCFD from FY2021/22. We have done this to
demonstrate, both internally and externally, the
importance of climaté-related issues within our
broader sustainability programme, and alsa to
generate the internal momentum Lo ensure that
we are In a position to produce high-guality
disclosures infuture years

STRATEGY

Werecognise that Lhisis a complexissue and
the TCFD recommendations are stretching
Forthe business to report more accurately,

it needs Lo build a compliance framewark that
provides the Board and the ESG Commitiee
with the assurance that disclosures are robust
Thisis complicated by the fact that the
majority of the commitments involve
medium-tolong-term forward- looking

statements and, therefore, tracking progress
against fuluretargets will be wital

Asaresult,inthis first TCFD report, we have
atlempied to explain our current position,
state our expectations for the future andg,
importantly, identify where addilional work is
required for us ta disclose fully against atl
TCFD recommendations next year

The Board has considered climate change as
an emerging risk for a number of years
However, it has previously concluded that it
should not be 3 standalone principal risk as
theimpacts, and therefore mitigations, are
better served by incorporating climate change
into otherexisting principal risks This year,

the Board, with input from the Executive
Commitlee ("ExCo™), ESGand Audit
Committees, has concluded that, while this
overall approach remains correct, Lthe
Company should be more overt in positioning
climate change risk separately. This 1s due Lo
the urgency of the climate crisis, the increasing
demands from stakeholders, and the
forthcoming intraduction of new regulatory
obligations and reporting requirements

The ESC Commitlee reviewed a new “social,
ethical and environmental responsibility”
principal risk and recommended that it
should be called pul as a new and distinct
risk from the “corporate compliance &
responsibility” risk

During the developrment and research phase
for the refresh of Plan A, our stakeholders,
particularly customers, highlighted the
concerns they expect M&S to be addressing,
with a broad spectrum of 1ssues including
climate change and the ernvironment at the
forefront of their expectations of M&S.

Furthermaore, we have dentified the need to
belier understandtransitionrisksas a
conseguence of iIncreasing regulationand
changing socletal expeclalions This will be
the locus of our scenario analysis workin
2021722, which will be carried out to update our
underslanding and quantily the impacts of
climate-related transition risks, as well as
physical risks and market opportunities in line
with the TCFD recemmmendations The results
of this assessment will be reported in next
year's Annual Report

M&S is already taking aclion to address the
long-termimplications of cimate change

on our corporale reputation, regulatory
environment, physical assets, supply chain
continuily andimpacts for products and
services Qurearly largets to address climate
change mean that M&S already has emission
reduction plansin place for our own
operations {(scope 1 and 2) which have been
established for over 14 years This focus on
reducing energy consumption and increasing
the use of renewable energy has influenced
key Investment decisions such as the creation
of our automated Clothing & Home warehouse
at Castle Domington with a roof-rmounted solar
array The business s committed to ensuring
that 1ts stores, of fices and distribution centres
are constructed and operated in a way that
considers econemic, comfort, environmental
and energy whole-life impacts. Part of this
commitment and resulting approach means
we are 1IS050001 'Energy Management
Systems certified

ENGAGING SUPPLIERS IN CLIMATE-RELATED RISKS AND OPPORTUNITIES

Animportant part of our strategy on climate
change issuess Lo engage suppliers and
build greater awareness, aclion and resitience
Lo changes in climate across the food and
clothing industry, In Lthe food supply chain,
we have worked in parlnership with tea,
coffee and produce suppliers to ensure that
they are bullding capacity in their producer
and grower nelworks on climate change
resilience This has included projects focused
onimproving water management for coffee
growers in Peru and increasing resilience of
British growers through our Farming with
Nature programme, with an emphasis on
enhancing biodiversity and pollinator
protection prograrrimes, To meet changing
customer demands for more vegan offerings
due Lo climate considerations, M&S also
launched a significant category of vegan
food in 2019 (Plant Kitchen) Furthermoren
2020, a new Food Innovation Hub was
established to spearhead sustainability
solutions, including soya-allernative proteins

farplant-based foods and the latest in
matenal science toreduce plastic packaging
The Hub enabltes usto track emerging trends
andinsights, and respond 1o our customers’
needs inthe future

In1he textile industry, M&S s taking part
inarange of collaborative supply chain
programmes focused on reducing
greenhouse gas emissions, including WRAP's
Textiles 2030 and the Sustainable Apparel
Coallion ("5AC™} Asasignatory to Textiles

2030, we are committed Lo reducing the
aggregate greenhouse gas footprint of new
preducts by 50% by 2030 The SAC has
collaborated with industry partnersto
develop and define a robust methodology
Lo measure the cimate impacts of the
apparel industry annually using the Higg
Index. We have asked our top clothing
suppliers to adopt this index to provide us
with datawisibitity on environmental KPIs,
including greenhouse gas ermissions QOur
Clothing & Home business also increasedits
vegan {ootwear ranges in 2019

Plant Kitchen

Food Innovation Hub partnerships wilt help
M&S Food build on its market share of plant
protein ranges.
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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

POSITION AND AMBITION

MES has a strategic ambitionlc enhance our
climate change commitrments from carbon
neutral operations loday to net zero emissions
by 2035 We are currently developing cur
Largets and delivery roadmap This work will be
completedin FY2021/22 and willupdate our
position on the use of renewable energy and
the role of carbon removals (offsets) This
strategic ambition builds on eartier actions
taken on climate change as part of Plan A

and o lhe exisling approved science bascd
targets to reduce greenhouse gas emissions;
80% reduction by 2030, 80% reduction by
2035, and a cumulative project-based target
for our wider value-chain of 13.3millientennes
COeby2030

The adjacent charl demonstrates that this has
been an issue we have taken seriously, and we
have already made demonstrable progress

on reducing our operaticnal emissions (scope !
and 2) against the baseline of 2006/2007 Gur
scope 3 baseline will be set against our 2016
position, in line wilth our science-based target
Madelling indicates that our total value-chain
greenhouse gas emissions at that time were
c.6 4milliontonnes

We intend to track our progress agamnsl scope 1
and scope 2 emissions iInfuture years using the
adjacent chart, and will incorporate and track
progress against scope 3emissionsinthe
coming years, building on our science-based
target inthis area.

In addition to this, we will undertake scenario
analyses during 2021/22 to update our
understanding of climate-related risks,
including transition risks and opportunities
ansing from the transition to a low-carbon
economy In line with Lhe Pans Agreement

WHATHAVE WE ALREADY DONE

M&S Operational emissions (Scope1and 2)”
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“

M&S is already taking action
to address the implications

of climate change, having had
emission reduction plans in
place for our own operations
for over 14 years.”

Steve Rowe, Chief Executive

10-year performance snapshot

Baseline

In 2017, we agreed
Science-Based Targels

2018 2019 2020 2021
|

2015 2016 2007

COVERNANCE

Over a decade ago, M&S recognised climate
change as a shared and potentially existential
environmental threat, and one that could pose
achallenge Lo our global business operations
and supply chain. In addition 1o our clear
corporate responsibility for cutting emussions
to avoid the worst consequences of climate
change, we recognised that our energy costs
could increase over time and we could be
required by law to cut emissions We also
acknowledged that a changing climate could
make sorme raw materials scarce and more
expensive it was our view Lhat, by responding
effectively, we would build greater business
resilience and be better placed to benefit from
shifting market dermands for lower ermission
products and services

That 1s why, In 2007, we commilled to making
our UK and Republic of Ireland cperations
{stores, offices, warehouses, business travel
and logistics) carbon neutral by 2012. M&S has
been aleader on climale change transparency,
being one of the early companies to make a
fullsubmission to the Carbon Disclosure
Project and to publish CHG emissions, assured
by a third party under their proprietary
rmethodology, in 2008, Since then, we have
transparently reporled on the progress

we have been making on reducing our
greenhouse gas emissions inour annual Plan A
reports and through the Carbon Bisclosure

Project Greenhouse gasemissionsdata

for M&S operations (scope 1and 2)in 2020/21
can be found within the slreambned energy
and carbon reparting section on page 32
andinour Plan AReport on pages 30-32,
available on our corporate website at
marksandspencer.com/plana

We alsc took early action to understand the
physical risks associated with climate change,
commissioning specialist consuitancies to
carry out reviews on our foed and clothing
supply chainin 2012 and our property estate
in 2015 We knew we would have ta revisit our
plans periodically to ensure they are keeping
pace with the need for decisive action on the
climate emergency

Since Lhen, much has changed The increased
focus and awareness onclimate changeinthe
investor community s noticeably different
from 2007 While this is our first yearon the
journey to aligning our climate related
disclosuresiothe TCFD framework, these
disclosures will evolve to become even more
comprehensive as the Company implements
the actions outlined on page 76 during
2021/22 We believe we have made good
progress towards TCFD recormrmendations
this year and plan on delivering a fully
compliant disclosure for FY2021/22

KEY MILESTONES IN OUR CLIMATE
CHANGE JOURNEY

Full submission te Carbon
Disclosure Project

20002
2006 Established our glebal greenhouse
gasemissions reporting boundary
2007 Launched Plan A, our sustainabilily
programme. Set an ambition to be
carbon neutral in operations by 2012
2012 Achieved carbon neutrality in UK
and RCH operations and reduced
emissions by 22%

2014 Achieved carbon neutrality in
International operations

2017 Newtargets approved by the
Science Based Targets Initiative.
Signed up as a supporterto TCFD

20020

Reduced emissions by 70% against
our 2006/7 baseline Signed upto
British Retail Consortium’s Cimate
Aclion roadmap

22t Began preparations for the future
adoption of TCFD reporting
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ESGCOMMITTEE REPORT CONTINUED

TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

PREPARING FOR TCFD - IMPROVING GOVERNANCE

Governance

At the end of 2020, in response to increasing stakeholtder interest and
pressures relating to environmental, sustainabilily and governance
matters, we announced Lhe creation of a new Board Sub-Committee
on ESG. While the creation of this new Committee provides enhanced
visibility at the top of the organisation, it is only part of the wider
governance arrangements in place to support the Committee, and
ultimately the Board, inleading the Cormpany’s response tothese
issues and discharging our responsibilities, particularly in this area of
increasing focus and regulation

As with all matters delegated by the Board, the CEQis ultimately tasked
with the delivery of the Company’s ESC programme To effectively
discharge these duties, his executive leadership team, the ExCo, have
collective responsibility for the delivery of the ESC targets, as approved
by the ESC Commitiees on behalf of the Board. The Managing Director
of each of the five accountable businesses (Food, Clothing & Home,
International, Retail & Properly and Bank & Services}has responsibility
for the creation and delivery of targetsin their business, In additionto
the collective responsibility they have as members of the ExCo.

During the course of the year, the Board, ESC Committee and ExCo have
made good progress on revitatising Plan A, which includes a strategic
ambition to be a nel zere business Inadditiontothis, the ESG
Committee recommended that the Group provides disclosure onits
progress towards adoption of the TCFD recommendations, ahead of the
new Listing Rule coming into effect fram our next year end. While the
detailed delivery plan and means of measurement underpianing this
ret zero ambilion and future TCFD statements will be developed in
2021/22, work s already under way to develop and agree short- and
medium-Lerm targets for each of the businesses aswell as the structure
Lo aggregate them at Group level Performance against thesetargets
will be Lracked by our Transformation Project Office team, with quarterly
reperts being provided to bolh the ExCe and ESG Commitlee, as well as
at least annually lothe Board

METRICS AND TARGETS - WHAT ARE WE COMMITTING TO?

Risk Management

ME&S has established a risk management framework that allows
consistent adherence to, and application of, risk management principles
acress the Group, with each business and funclion accountable for
identifyingits specific risks. Climate change is considered within

two principal risks In the Group risk assessment, "social, ethical and
environmental responsibility” has been identified as a new principal
riskinour 2020421 Annual Report, andwe have atso specified future
compliance with mandatory TCFD reporting in our existing ‘corporate
compliance and responsibility” risk. Al a business/functionalievel,
¢limale change considerations also form a part of the Plan Arisks that
are being managed by our International and Property businesses within
their riskregisters

The structure of the Group's overall risk management framework,
including climate-retated risks, is the responsibitity of the CFQ,
supported by the Group Risk team The Managing Directors of the five
accounlable businesses are responsible for their business risk register,
andfer managing and rescurcing mitigating activities The ExCo
members are individually responsible for reviewing and confirming risks
intheir own areas, with the Executive Direclors reviewing the entirety of
the pringipal risks, providing the Audit Committee with confidence that
significant rnisks are appropriately monitored and managed.

Asrequired by the UK Corperate Governance Cade, the Audit
Commuttee s tasked wilh ensuring the effectiveness ¢f therisk
management process, as well as confirming that the principal risks and
uncertainties of the business are appropriately disclosed externally.
However, from this year and as part of our governance and non-financial
controtarrangements, the ESC Committee has also supported this
process by reviewing and providing the Audit Comrmittee with
recommendations on all ESC related risks, including climate change
Furtherdetaits on Lthe Group's overall risk managemeril process are
available onpage 47.

When we launched Plan Ain 2007, we made
the commitment to have carbon neutral
operations by 2012.1n 2012, we achieved our
original climate-related goal for cur own
operations, reducing emissions by 22%,
sourcing renewable electricily and investing
in offsets to compensate for remaining
emissiens Since 2012, we have continuedto
refine our targets and deliver further
emissions reguctions in 2017, we confirmedad
our science-based targets. Thefirst was a
commitment to reduce operational emissions
{scope and 2) by 80% by 2030 {compared with
2007 levels) In 2020/21, our market-method
emissions were 177,000 tonnes CO e, down

by 72% on 2006/7 (640,000 tonnes CO,e),
putting usin agood position to achieve our
first operational emissions science-based

CONCLUSION

target of 80% by 2030 Creenhouse gas
emissions datafor M&S operauons (scope 1
and 2) in 2020/21 can be found within the
streamlined energy and carbon reporting
section on page 32 and in gur Plan Areport
onpages 30-32 (available on aur corporate
website) As detailed in the chart on page 75,
these measurements are set against our
onginal baseline year of 200677,

The second science-based target, overthe
same time period, commitied to cut emissions
inour supply ¢chain {(scope 3) by a cumulative
13.3millien tonnes (classified as beng "well.
under 2°C" by the Science Based Targets
Initiative} This was set against a baseline of
rmodelled ermissions totalling ¢ 6 4 rmillion
1onnes annually

Qur strategic ambition s to enhance our
climate change commit ments from carbon
neutral operalions today to net zero emissions
by 2035 Over the course of the nexL 12
maonths, we will sel out what we mean by Lhat
and the rale that reductions, renewable energy
and removals (of fsels) play in meeting the
overallambition Detaled work will be
conducted in2021/22 to determine the
delivery roadmap to achieve this amiitionin
the short, medium and long term, including
the contribulions required from each of the
accountable businesses and our supply chains.
The results from our scenario analyses will also
inform our proposed metrics and actions o be
taken on climate-related risks and oppeortunities

. ___ _____ |
ACTION WE WILL TAKE IN 2021/22

Playing our part in the retail sector

In September 2020, as part of supporting the low carbon
transition, we signed up as supporters to the British Retail
Consortium’s Climate Action Roadmap. M&S is committed to

I

three scopes.

working with other retailers, our suppliers, the government

and other stakehoclders, and to support customers collectively
to deliver the retail iIndustry's net zero amkition,
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Publish the delivery roadmap to underpin our new
net zero ambition with clear targets across each of the

Continue to track our performance against the baseline
- Conduct scenaric analysis

Publish the climate-related risks and opportunities over

the short, medium and long term.



GOVERNANCE

AUDIT COMMITTEE REPORT

9

Committee members
have guided
management on the
controls requiredto
navigate Covid-19
challenges and
re-position the
business for the
digitaLera.’,

Andy Halford,
Chair of

the Audit
Committee

INTRODUCTION

As Chair of the Audit Committee

(the "Committee™), [am pleased to
present the Committee’'s report for the
year ended 3 April 2021. These pages
cutline how the Committee discharged
the responsibilities delegated to it by the
Board over the course of the year, and
the key topics it considered in doing so.

While the Committee's core duties were
unchanged, there was particular focus
animproving internal controls and
accountabilities to support agile decision-
making in a year of unprecedented
uncertainty and accelerated business
transformation. This included helping

the business navigate the risks and
uncertainties arising from Covid-19 and
Brexit. For understandabie reasons, the
Committee has been focused on balance
sheet strengthening activity and business
continuity plans. Additionally, oversight
was provided to ensure comprehensive
measures were in place to safeguard the
health of our colleagues and customers,
prevent disruption in the supply chain, and
provide sufficient liquidity to continue
trading. These mitigating activities are
covered inmore detail in the Principal
Risks and Uncertainties section on
pages48to kA

However, the new envirgnment in which
the business now operates has also
presented opportunities to drive the scale
and pace of change. Committee members
have offered guidance and advice to
management on the risks involved and
controls required in successfully
delivering activities in this new digital and
data space covering the creation of MS2,
the introduction of third-party brands
onling and the relaunch of Sparks.

The Committee continued its work to
strengthen non-financial controls and
governance arrangements including:
introduction of the Code of Conduct
compliance framework; degpening the
understanding of responsibilities and
accountabilities within the Ccado Retail
joint venture, creation of the Compliance
Monitoring Committee to support
rmanagement in discharging their duties

COMMITTEE MEMBERSHIP

relating to M&S Bank; and, ongoing work
to improve business unit level risk
reporting and monitoring.

The Committee fulfils a vital role in the
Company's governance framewuork,
providing valuable independent challenge
and oversight across the Company’s
financial reporting and internal control
procedures. Ultimately, it ensures that
shareholder interests are protected, the
Company’s accelerated transformation

is supported and long-termvalue is
created The Committee’s newest
member, Evelyn Bourke, brings significant
financial and risk experience to drive the
continued improvements provided by

the Committee. Qurthanks goto Pip
McCrastie for her valuable contributions
over the last three years, having retired
from the Board and the Committee in
March 2021

MEETINGS HELD IN 2020/21

The Committee salely comprises independent
non-executive directors At the 2020 AGM,
Alison Brittain stepped down from Lhe Board
and the Committee Pip McCrostie also
retired at the end of March, following the final
Committee meeting of the year, and the
Commitlee welcomed Evelyn Bourke as iLs
newest memberin February 2021 Detailed
information on the experience, gualifications
and skillsets of all Committee members can
befound on pages 62 Lo 64

INDEPENDENCE AND EXPERIENCE

The Board has confirrmed that it is satislied
that Committee members possessan
appropriate level of iIndependence and
relevant financial and commercial experience
across various industries, including the

retail sector

The Board has also confirmed Lthat it is
satisfied thal Andy Halford and Evelyn
Bourke possess recent and relevant financial
experence, as did Pip McCrostie who was a
memtber of the Committee for the duration
of the year.

The Committee held six meetings during the
year, with members of senior management

inviled Lo altend and to present as and when
specialist technical knowledge was required.

The Committee met without management
present before each fullmeeting. It also met
privately with the lead audit partners, and
separately with the Head of Internal Audit &
Risk, after each meeting

Itisimportant far the Committee Chairto
fully understand any Lopics of particular
concern to facilitate meaningful dialogue
during Committee meetings To support him
infulfilling this role during Lthe year, Andy
Halford met regularly, on a cne-to-one basis,
with the Chief Financial Cfficer! the Director
of Group Finance, the Head of internal Audil &
Risk, members of senior management and
Lhe lead audit partner from Deloilte.

More information about the Audit
Committee is available in our full disclosure
of compliance with the UK Corporate
Governance Code at marksandspencer.com/
thecompany.

Member Number of Maximum

since meetings possible

attended meetings
Andy Halford 1Jan 2013 6 6
Justin King 4 Nov 2019 3] [¢)
Pip McCrostie 10 Jul 2018 6 6
Alison Brittain? 17 Mar 2014 2 2
Evelyn Bourke 1Feb 2021 1 1

1. Meetings were held with the [ntenm Chief Financial Officer as required prior to Fom Tonge jomimg the business
2. Alison Brittain steppeddown from Lne Commiltee 61 3 July 2020
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AUDIT COMMITTEE REPORT CONTINUED

WHAT WAS ON THE COMMITTEE’'S AGENDA IN 2020/21

CORE DUTIES

The Committeg undertook the following core
activities during the year

~ Monitored the integrity of the annualand
interim financial statements and any formal
announcements relating to the Company’s
financial performance, with a focus on
reviewing the significant financial reporting
policies and judgements within them.

- Reviewed internal controls and risk
management processes particularly inthe
contexl of challenges posed by Covid-19
and Brexit.

— Assessed and determined the treatment
for Covid-19 impacts on the balance sheet,
covering accounting treatment and
government support, specifically furlough
and business rates relief

— Reviewed the Board's approach
toassessing Lhe Company's
long-term viability

— Debated and agreed changesteLhe
principal rnsks

— Maintained the relationship with the
external auditor, including Monitorning
theirindependence and ef{ectiveness

—~ Reviewed the effectiveness of the
Company’s whistieblowmag, fraud, gifts
and hospitatity procedures.

— Reviewed and approved the Company’s
statement of compliance with the
Croceries Supply Code of Pract ice

— Assessed whether the Annual Report,
taken as awhole, was fair, balanced
and understandable,

- Reviewed and appraved the Campany's
Eurg Medium Term Note ("EMTN")
programme, including buyback of
previously listed mediurm-term roles,
aswell as supporting and approving the
decision to apply for the government’s
Covid Corporate Financing Facility ("CCFF™)
programme, which was sucressiully
obtained but remains undrawn

— Reviewed the effectiveness and
independence of the Internal
Audit & Risk function.

— Reviewed for the second year the
appropriateness of segmental reporting
units and assurnptions underlying the
cost allocations

INTERNAL CONTROLS FRAMEWORK

The Commuttee receved updates oninternat
control matters from the Internal Audit team
at each meeting, as part of its key duty to
review the Company's internal control
processes. This regular monitoring of the
internal control framework ensured timely
identification of issues and formal tracking
of rernechation plans

Instances where the effecliveness

of internal controls were deemed to be
insufficient were discussed during the year,
ether by the Audit Committee or the fult
Board, and the resulting improvement plans
were maonitored by the Committee
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Risk and control updates

Intine with the Group Risk Policy, our
accouritable businesses and key functicns
remain accountable for managing and
reporting their risks, as well as maintaining
theirinternal control environment, The output
of these activities are reviewed by the Audit
Commuittee through annual updates provided
directly by management Asumrmary of each
core management updale is provided below.

External audit

The Committee also noted the internal control
findings highlighted inthe external auditor's
reporl and confirmed that itis satisfied that
there is no material misstatement and that
relevant actions are being Laken Lo resolve

the control matters raised.

The FRC's Audit Quality Review ("AQR") learm’s
review of last year's audit resulled in an overall
rating of imited improvements required with
no key findings arising Only one area of
testing (inventory) was identified as requiring
lmted improvements The audit of our going
cancern basis of accounting was highlighted
by the FRC as an area of good practice

Non-financial controls

Finally, the Cornmillee reviewed improvements
tothe Croup's overarching governance and
internat control framework. As reported last
year, the Comnpany launched a new Code of
Conduct setting a floor of commtments and
responsibilities for business conduct based on
the Grougp's principalrisks and regulatory
requirernents During the course of the year,
the Committee has monitored compliance
with the Code on a br- annual basis via metrics
measuring adherence to key policy areas The
Commiltee believes that this change and Lhe
supporting architecture of the compliance
metnes has provided sufficiert visibilty to
rmontor and assess risk and produced an
averall iImprovement in Lhe Campany's
nen-financial controls.

MANAGEMENT UPDATES

TheCommittee received detailled updates
from one or more business area at each of
its meetings, an overview of each update s
summarised below Each update includes a
review of the risk register, including progress
made to implement key mitigating actions,
emerging risks being monitored and
outstanding actions from Internal Audit
reviews completed Management has also
confirmed how it continues 1o maiman key
control and assurance aclivities These
presentations are scheduted on a rolling
12-month basis, with additional matters
identified by Internal Audit added throughout
the year asthey arise

Retail, Property & Business Continuity

— Evaluated results and agreed actions from
business contuity exercises, tests ang
assurance reviews which had taken place
globally Assessment areas included
Covid-19 cutbreaks, terrorist threats,
disruption caused by Brexit, supplier
resilience, cyber-attacks and fire damage

- Assessedupdates on asset management,
covering strategic programmes n relation
tothe UK store estate, lease management
and payment systems

Clothing & Home

— Reviewed risks arising from rapid growth
inonline sales and plans o mitigate
them, including warehouse capacity and
logistics, supply ¢hain preparedness and
Lalent capability.

- Considered and monitored the risk appetite
for ihe third-parly brands strategy

— Discussed changing customer behaviour,
the uncertainty within the C&H market
anising from the pandemic, and reviewed
and monitored product design, stock
management plans and related aclvities,

Food

— Reviewed and assessed thachanging nature
of risks relating to the Ocado Retail joint
venture, from the successful launch of
M&S product on the platform through to
increasing dernand far online groceries
and the subsequent sfrategicimpacts

~ Challenged management on CSCOP issues
and encouraged proactive engagement
with the new Crocery Code Adjudicator

— Monitored custemer health as an emerging
risk and the acceleration of our health and
nutrition strategy as a mitigating initiative

International

- Evaluated the mitigating actions presented
by management against various Brexit
scenanosand differing responses to
Covid-191n tocal jurisdictions.

- Reviewed and debated the develaping
maturity of financial controts neach
market, Including planned enhancements
such as sourcing optimisation and SAP
implementation.

Digital & Data and Sparks

Assessed and debated theincreasing
possiiity of hacking and data breaches,
specifically the mitigations in place to
protect sensitive customer data.

— Discussed datause and ethics, encouraging
management to codifyinternal practices.

Bank & Services

- Considered the regulatory responsibilities
and risks associated with having commercial
partners operating under the M&S ibrand,

~ Enhanced oversight and assurance
of FCA-regulated activities through
the creation of the Compliance
Monitering Committee

Technology transformation

~ Reviewed new controls for probibiting
unauthorised technology use, protecting
infarmation securily and managing
critical technology suppliers

HR

— Challenged the ment of devolving HR
responsibilities iInto each business unit,
recommending that the Board review this
indetai

— Scrutinised the methodology and
calculatron for recarding furlough incorme,



AUDIT COMMITTEE EFFECTIVENESS REVIEW

The Committee’s performance was
reviewed as part of the 2020/21 externally
facilitated Board Evaluation, which is
covered on page 70.

The review found that the Committee
functions effectively and thatissues
are dealt with in a thoughtful, clear and
rigorous manner.

Feedback on the level of challenge and
quality of updates provided by the
Committee to the Board was positive.

FAIR,BALANCED AND UNDERSTANDABLE

The Cormmittee was considered to be
operating wellin terms of meeting
structure and the levels of engagement
provided by its members, with demands
on members' time viewed as extensive but
not problematic. The range of assurance
provided to the Board by the Committee
was deemed appropriate. However,
improvements could be made in respect
of the pace with which the business
actioned certain matters following
discussions with the Committee.

The Committee made good progress on
the 2020/21 action plan, particularly in
relation to increasing the focus on risk
reporting, compliance monitoring and
emphasising accountability forrisk at
business unit level.

2021/22 ACTION PLAN

— Review the effectiveness of the Internal
Audit function and its activities.

— Continuetoincrease focus onrisk
reporting and accountability for risk at
business unit level.

— Increase focus on financial and non-
financial controts, including monitoring
effectiveness of the Code of Conduct,
GSCOP compliance, the Financial
Controls Framework and master
datareviews.

— Review the implications of the BEIS
white paper on restoring trust in audit
and corperate gavernance.

— Monitor the progress of improvernents
to the Company's information
security, including the progress of
work taking place to migrate to
cloud-based systems,

At therequest of the Board, the
Committee has considered whether,
inits opinion, the 2021 Annual Report &
Financial Statements are fair, balanced
and understandable, and whether they
pravide the information necessary for
shareholders to assess the Group's
position and performance, business
model and strategy.

The structure of the Annual Report
focuses strongly on the key strategic
rmessages in the Strategic Report. It was
therefore important for the Committee
to ensure that this emphasis did not
dominate the overall transparency of the
disclosures made throughout the report,
which it knows stakehelders find useful,
and that the messages presented by the
business are koth clear and reflective of
the Company as awhole.

The Committee received a full draft of
the report and provided feedback onit,
highlighting the areas that would benefit
from further clarty. The draft report was
then amended toincorporate this
feedback ahead of final approval.

The Committee was provided with a List
of the key messages included in the
Annual Report, highlighting those that
were positive and those that were
reflective of the challenges from the
year. A supporting docurment was also
provided, specifically addressing the
following Listed points, highlighting
where these could be evidenced within
thereport.

When forming its opinion, the Committee
reflected on the information it had
received and its discussions

throughout the year. In particular,

the Committee considered:

1S THE REPORT FAIR?

— Isthe whole story presented and has
any sensitive material been omitted
that should have been included?

- Isthe narrative in the reporting on the
business performance in the front of
the report consistent with that used
for the financial reportingin the
financial statements?

— Are the key messages in the narrative
reflected in the financial reporting?

— Are the KPls disclosed at an apprepriate
level based on the financial reporting?

1S THE REPORT BALANCED?

- ls there a good level of consistency
between the narrative repertingin
the front and the financial reporting
in the back of the repert; and does the
messaging presented within each part
remain consistent when one is read
independently of the cther?

— Isthe Annual Report properly
considered a document for
shareholders?

- Arethe statutory and adjusted
measures explained clearly with
appropriate prominence?

— Are the key judgements referred
toin the narrative reporting and the
significant issues reported in this
Audit Committee Report consistent
with the disclosures of key estimation
uncertainties and critical judgements
set out in the financial staterments?

COVERNANCE

- How do the significant issues identified
compare with the risks that Deloitte
planstoincludeinits report?

IS THE REPORT UNDERSTANDABLE?

~ Isthere aclear and understandable
framework to the report?

— Aretheimpecrtant messages
highlighted appropriately throughout
the document?

— Isthelayout clear with good linkage
throughout in a manner that reflects
the whole story?

CONCLUSION

Followingits review, the Committee
was of the opinion that the 2021 Annual
Report & Financial Statementsare
representative of the year and present
afair, balanced and understandable
overview, providing the necessary
information for shareholders to assess
the Group’s position, performance,
business model and strategy.
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AUDIT COMMITTEE REPORT CONTINUED

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 is
transparent and provides the required
level of disclosure regarding significant
issues considered by the Committeein
relation tothe financial statements, as
well as how these issues were addressed,
while being mindful of matters that

may be business-sensitive.

This section outlines the main areas of
judgement that have been considered by
the Committee to ensure that appropriate
rigaur has been applied. All accounting
policies can be foundin note 1 te the
financial staterments. Where further
information is provided inthe notes to

the financial statements, we have
included the note reference.

Each of the areas of judgement has been
dentified as an area of focus and therefore
the Committee has also received detailed
reparting on these matters from Deloitte,

PRESENTATION OF THE
FINANCIAL STATEMENTS

The Committee gave considerationto 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 Croup accounting
policy. This policy states that adjustments
are only made to reported profit

before tax where income and charges

are significant in value and/or nature.

The Committee received detailed reports
from management outlining the
judgements applied inrelation to the
disclosure of adjusting items Inthe
current year, management has included
in this category: impairments of intangible
assets:; the implementation and execution
of strategic programmes; directly
attributable (gains)/ expenses resulting
from the Covid-19 pandemic impairments,
impairment reversals and write-offs of the
carrying value of stores and other
nroperty charges; Ocado Retail Limited
related charges; the Sparks {oyalty
programme transition; the reduction in
M&S Bank charges incurred inrelation
tothe insurance rmus-selling provision;

and charges relating to GMP cther
pensicn equalisation.

° See note 5 cn pl4]
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PROPERTY MATTERS (INCLUDING
ASSET WRITE-OFFS, ONEROUS
LEASE CHARGES AND USEFUL
ECONOMIC LIVES)

The Committee has considered the
assessments made inrelation to the
accounting associated with the Croup’s
UK store estate strateqy. The Committee
received detailed reparts from
management outlining the accounting
treatment of the relevant charges,
ncluding impairment, accelerated
depreciation, dilapidations, redundancy
and onerous lease costs (including void
periods). The Committee has reviewed the
basis for the key assumptions used in the
estimation of charges (most notably in
relation to the costs associated with
property exit/sub-tet costs, the sale
proceeds expected to be recovered

on exit, where relevant, and the cash
flows to be generated by each cash-
generating unitin the peried to closure).
The Committee has challenged
management and Is satisfied that the
assumptions made are appropriate.

The Committee 1s also satisfied that
approprate costs and associated
provisions have been recognised in

the current financial year

@ seenotes],5,15and 22 on pl29, pl4l,
p158 and p175

IMPAIRMENT OF GOODWILL, BRANDS,
TANGIBLE AND INTANGIBLE ASSETS

The Committee has considered the
assessments madeinrelationtothe
impairment of goodwill, brands, tangible
and intangible fixed assets, including land
and buildings, store assets and software
assets The Committee received detailed
reports from management outlining

the treatment of impairments, valuation
methodclogy, the basis for key
assumptions (e.g. discount rate and
long-term growth rate) and the key drivers
of the cash flow forecasts. The Committee
haschallenged management and is
satisfied that these are appropriate

The Committee has also understocd the
sensitivity analysis used by management
inits review of impairments, including
consideration of the specific sensitivity
disclosures in the relevant notes. In
addition, the business ptans detailing
management’s expectations of future
performance of the business are Board
approved. The Committeeis satisfied that
appropriate impairment of tangikie and
intangible assets has beenrecognised.
© Seenotes1,5,14and 15 on p129, p14l

and p156-160

INVENTORY VALUATION
AND PROVISIONING

As adirectresult of the restrictions on
non-essential retail imposedin response
to the Covid-19 pandemic, the Group's
ability to sell through existing Clothing &
Home stock was deemedto be
significantly impacted, and additional
Clothing & Home inventory provisioning
was required at the end of last year.
However, stronger trading particularly in
online, albeit at lower margins, has allowed
the Group to continue to sell much higher
volumes of stock than assumed versus
the Covid-19 scenario. As a result, and
supported by the certainty provided by
vaccines and a clear government Covid-19
re-emergence strategy, a net credit

has been recorded. This repraesents a
significant release to the Covid-related
inventory provisions recorded in the
2019/20 financial statements, to align with
our latest estimates based on current
sales performance, offset by chargesin
the period relating to reassessment of
storage and fabric cancellation provisions.

Incremental provisions remain in place
where risk remains and include a prevision
against excess slow-moving personal
protective equipment, committed to
during the peak of the first Covid-19
lockdown and incurred directly in
response to the Covid-19 pandemic.

The Committee considered the Group's
current provisioning policy, the impact

of expected future expectations of
sell-through impacting the recoverability
of the cost of inventories held at the
balance sheet date and the nature and
condition of current inventory. When
calculating inverdory provisions, the
Croup has considered the nature and
condition of inventory, as well as applying
assumptions around the easing of
Covid-19 restrictions. The Committee has
concluded that such are appropriate.

The assumptions have been disclosed
inthe financial statements

© Seenoctesland5on pl29 and pl141



SIGNIFICANT ISSUES CONTINUED

GOING CONCERN AND
VIABILITY STATEMENT

The Committee has reviewed the Group’s
assessmant of viability over a period
greater than 12 months. In assessing
viability, the Committee has considered
the Croup's position presented in the
budget and three-year plan recently
approved by the Board. in the context
of the current challenging environment
as a result of Covid-19, a downside
scenario was applied to the plan.

This was based on the potential financial
impact from business disruption as a
conseguence of one, or more, of the
Group's principalrisks and uncertainties
materialising and both the specificrisks
associated with the Covid-19 pandemic
and the uncertain high street trading
environment. The Committee

has concluded that these assumptions
are appropriate.

The Committee has also reviewed the
Croup's reverse stress test that was
applied to the mogel. The Committee
has reviewed this with management
and is satisfied that thisis appropriate in

supporting the Group as a Going Concern,

Imaddition, the Committee received
reqular updates on the steps taken

by management regarding liguidity,
including the extension of the relaxation
of covenant tests with the Group's lending
syndicate of banks providing the £1.1bn
revolving credit facility, now up to and
including the period to March 2022

The Committee is satisfied that these
measures have reduced liquidity risk.

e Seanotelonpl29

RETIREMENT BENEFITS

Following the significant reductionin
the pension surplus during the year, the
Committee has reviewed the actuarial
assumptions, such as discount rate,
inflation rate, expected return of scheme
assets and mortality, which determine
the pension cost and the UK defined
benefit scheme valuation, and has
conctuded that they are appropriate.
The assurnptions have been disclosed
in the financial staterments,

© Seenotellon pl49

REVENUE RECOCNITION IN RELATION
TO REFUNDS, GIFT CARDS AND
LOYALTY SCHEMES

Revenue accruals for sales returns and
deferredincormeinrelation to loyalty
scheme redemptions and gift card

and credit voucher redemptions are
estimated based on historical returns

and redemptions. The Committee has
considered the basis of these accruats,
along with the analysis of historical returns
and redemption rates and has agreed with
the judgements reached by management.

© seenctel9onplé2

SUPPLIER INCOME

The Committee is satisfied that this
continues to be monitored closely by
management and controls are inplace
to ensure appropriate recognition in
the correct period. Further control
improvements are planned in the coming
year. The financial statements include
specific disclosures in relation to the
accounting policy and of the effect of
supplier income on certain balance
sheet accounts

o Seenote 1on pl29
VALUATION OF MARKS AND

SPENCER CROUP PLC COMPANY
ONLY INVESTMENT

Marks and Spencer Croup plc holds
investments in Group companies which
arereviewed annually forimpairment.
Management has prepared an impairment
review based on estimated value in use of
the Croup. A partial impairment reversal
of the prior year impairment charge has
beenrecorded (see note C6 Investments
on page 185). The Committee has reviewed
management papers outlining the key
assumptions used in catculating the
valuein use and is satisfied that these

are appropriate.
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AUDIT COMMITTEE REPORT CONTINUED

EXTERNAL AUDITOR

TENURE

Deloitte was appointed by shareholders
as the Group’s statutory auditorin 2014
following a formal tender process. The
lead audit partner, Richard Muschamp,
has beenin post since the start of the
2019/20 audit. The external audit
contract will be put out to tender at least
every 10 years. The Committee considers
that it would be appropriate to conduct
an external audit tender by no later

than 2024.

The Committee recommends that
Deloitte be reappointed as the Company’s
statutory auditor for the 2021/22 financial
year. It believes the independence and
objectivity of the external auditor and
the effectiveness of the audit process

are safequarded and remain strong.

The Company is in compliance with the
requirements of the Statutory Audil
Services for Large Companies Market
Investigation (Mandatory Use of
Competitive Tender Processes and Audit
Committee Responsibitities) Order 2014
and the Corparate Governance Code.
There are no contractual obligations

that restrict the Committee's choice of
external auditor.

EFFECTIVENESS

The effectiveness of our external auditor
15 assessed in accordance with a process
agreed by the Audit Committee, which
involves the Committee’s own views, as
well as providing opportunity to
comment, viacompletion of a
guestionnaire, from a targeted group
that have regular fnteractions with the
external auditer. The targeted group
incluge: the Chief Financial Officer,
Director of Group Finance, the four
Finance Directors for Clothing & Home,
Food, International and Retail & Property,
the Head of Investor Relations, Head of
Finance Croup Reporting and Head of
Finance Business Services.
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The Committee was provided with a
summary of the responses received
from management to assist with its
own considerations.

Feedback from the target groups was
overall positive. It was agreed that

the audit team had continued to be
responsive and cooperative and had again
demanstrated flexibility and adaptability
in working with management day-to-day
to avercome the challenges faced both
throughout the year and during the year
end as a result of the pandemic and
continued rermote working. Earty
engagement thraughout the year again
onanumber of key issues had been
appreciated and had allowed a number
of items to be addressed in advance of
the year end

The audit partners continue te have a
good understanding of our business.
Acommon theme reflected a desire for
more engagement outside of the peak
year end pericd.

NON-AUDIT FEES

To safeguard the independence and
objectivity of the external auditor, the
Committee has put in place a robust
auditor engagement policy which it
reviews annually. The policy is disclosed
on marksandspencer.com/thecompany.

The Committee is satisfied that the
Company was compliant during Lthe year
with both the UK Corporate Governance
Code and the FRC’s Ethical and Auditing
Standards inrespect of the scope and
maximum permitted level of fees
incurred for non-audit services provided
by Deloitte. Where non-audit workis
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 fees in excess of £50,000,
was put to the Audit Committee for
pricr consideration and approval. For
non-audit work where fees were below
£50,000, approval was cbtained by the
Chief Finance Officer and the Audit
Committee notified of all work falling
within this threshold. Further details
onnon-audit services provided by
Deloitte can be found in Note 4 to the
financial statements,

The non-audit fees to audit fees ratio for
the financial year ended 3 April 2021 was
0.09:1, compared with the previous year's
ratio of 0.331. The majority of the £0.2min
non-audit fees paid intotal to Deloitte
during 2020/21 was incurred for assurance
services provided during the year. These
comprised fees inrespect of the Half Year
review, turnover certificates and, the
annual Euro Medium Term Note (EMTN)
programme renewal It is normal practice
for such assurance services to be provided
by the Company’s statutory auditor

No additional recurring or one-off
non-audit services were provided during
the year.

In addition, the Committee reviewad and
approved the audit fee for the year,
making sure any feeincrease was
understood and reasonable,



ASSURANCE AND INTERNAL CONTROL ENVIRONMENT

The Board assumes uttimate
responsibility for the effective
management of risk across the Group,
determining its risk appetite and
ensuring that each business area
implements appropriate internal
controls. The Group’s risk management
systems are designed to support the
business in actively managing risk, based
on our awareness of risk factors, rather
than to simply avoid risks, in order to
achieve business objectives, and can
only provide reasonable and not
ubsolute assurance against material
misstatement or loss. These systems are
also designed to be sufficiently agile to
respond to changes in circumstances,
such as the recent impact of Covid-19.

@ Scepas-56 of the Strategic Report

for more information on our principal risks

and uncertainties,
The key features of the Group's internal
controland risk management systems
that underpin the accuracy and reliability
cf financial reporting include clearly
defined lines of accountability and
delegation of authority, policies and
procedures that cover financial planning
and reporting, preparing consolidated
accounts, capital expenditure, project
governance and information security,
and the Group's Code of Conduct.

SQURCES OF ASSUJRANCE

The Board has delegated responsibility
far reviewing the effectiveness of the
Croup's systems of internal control to the
Audit Committee, which includes financial,
operational and compliance controls

and risk management systems The
Committee is supported by a number of
sources of internal assurance from within
the Croup to complete these reviews:

1. Internal Audit

The Group's primary source of internal
assurance is delivery of the Internal Audit

Plan, which is structured tc align with the
Group's strategic priorities and key risks and
is developed by Internal Audit with input
from management. The plan has been
reviewed periodically throughout the year to
confirm it remains relevant for new and
emerging crcumstances, particularly
changes during the pandemic which
impacted business priorities, our risk profile
and assurance activities. For example,
multiple lockdowns across all UK and
internationaliocaticnsimpacted howfood
safety audits were conducted at our own
sites and those managed and operated by
suppliers and franchise partners. The
findings and actions from Internal Audit
reviews are agreed with the relevant business
area, communicated to the Audit Committee
and tracked through to completion,

The work completed by Internal Audit
during the year focused on key risks
including information security,

preparations for the Ocado launch,
financial controls and new business
actlivity like external brands, as welt as
areas driven by Covid-19,such as furlough,
supplier payments, elements of stock
management and food safety assurance
activities during the pandemic.

2.Management updates and risk
deep dives

As part of the Committee’s annual
calendar, it receives updates onrisk
management, maturity of control and
assurance activities from individual
business areas and functions. These
updates are complemented by internal
Audit’s independent audits performed
within these areas.

2. Functional assurance

Abroadrange of assurance activity has
been designed and deployed across

the business to target key risk areas, such
as ethical assurance, food safety, fire,
health and safety, and business continuity.
While reporting lines for these activities
are directly to business areas, the
processes and controls of these functions
are periedically tested by Internal Audit.

4. Operational oversight

Senior management forums and
committees provide oversight and
challenge on key risk areas within individual
business areas, cross-business programmaes

and activities, such as business continuity,
fire, health and safety, transformation
projects, and Brexit. The output from these
discussions forms part of the cyclical
updates provided to the Audit Committee.

GOVERNANCE

The Croup was compliant throughout
the year with the provisions of the UK
Corporate CGovernance Coderelatingto
internal controls and the FRC's revised
Guidance on Andit Committoes and
Guidance on Risk Management, Internal
Controland Related Financial and
Business Reporting.

The Committee has considered the
controls findings raised in the
independent auditor's report on pages 11
to122. No other significant failings or
weaknesses were identified during the
Committee’s review in respect of the year
ended 3 April 2021 and up to the date of
this Annual Report.

Where the Cormnmittee hasidentified areas
requiring Improvement, processes are in
place to ensure that the necessary action
is taken and that progress is monitored.

Further details of these processes

can be found within our full disclosure
of compliance with the UK Corporate
Governance Code at marksandspencer.
com/thecompany.

INTERNAL ASSURANCE FRAMEWORK

Source ot informat.on

Frequency/nalure of report’ ng

Internal Audit — Internal Audit Plan
- Follow-up of remediation

and otherirregularity
- Adhoc engagement with

— Regularreports against Plan

— Updates on fraud, whistleblowing

Farmal updales
presented to the
Commiltee at
each meeling

Updatestothe
Audit Committee Chair

the business in response to new/
emerging risks or major incidents
- forexample, Cowvid-19

as required

Management
updates and
risk deep dives

Papers submitied on a range of
Issues including

- Information security

- Bribery

— Codeof Conduct

- GCSCOP

— Financial control

— Risk deepdives from individual
business areas and functions

Formal updates
presented te the
Commitlee annually
and as needed

Audit
Committee

Functional
assurance

Functional audit activities
undertaken, including.

- Foodsafety and integrity
— Ethical audits
— Trading safely and legally

Updates provided Lo
the Committee as part
of annual business
updates where
appropriate and
as reguested

Operational

oversight

For example

- Compliance Monitoring
Commitlee
— Fire,Health & Safety Committees
— Cuslomer & Brand
Protection Commitige
— Business Continuity Committee
— Business Unit Operating Reviews

Updates presented
to the Commitiee
annually,

and as needed
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REMUNERATION

REMUNERATION OVERVIEW

66

Retail atits heartisa
people business. The
Committee takes a keen
interestinall colleague
pay arrangements to
ensure fairnessand
appropriateness of

pay principles across

the business. ,,

Andrew Fisher,
Chair of the
Remuneration
Committee
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INTRODUCTION

On behalf of the Board, | am pleased to
prasent our 2020/21 Remuneration Report.

The Remuneration Report provides a
comprehensive picture of the structure
and scale of our remuneration framework,
its alignment with the business strategy
and the rest of the workforce, as well as
the decisions made by the Committee

as aresult of business performance for
this year and the intended arrangements
for2021/22.

IMPACT OF COVID-19 ON

REMUNERATION ARRANGEMENTS

As highlighted in last year's report, the
Committee applied robust and proactive
discretion to the 2020/21 application of
the Rermnuneration Policy. This took the
form of cancelling the bonus scheme for
the year and mitigating against the risk of
windfall gains in Performance Share Plan
(PSP) cutcomes by significantly reducing
the grant level for the year In addition, and
with shareholders’ support, target setting
for the PSP award was delayed until
December 2020 to ensure, as best as
possible, that specific metrics were
challenging but achievable following the
significant impact of the pandemic

The Committee remains focused on
ensuring flexibility in pay structures
allowing for appropriate reward and
recognition of executives, balanced
against shareholder interests and
uncertain external influences. As detailed
earlier in this Annual Report, the events of
the past year have had a marked impact
on customer behaviours, M&S's trading
results and the delivery of the
transformation. The transfarrmation

plan has been turbocharged and a
reshaped business has been forged from
the pandemic. As such, the Committee
reflected on the appropriateness of the
executive pay framework. It concluded
that there rermnains sufficient flexibility in
the current structures and metrics and
alignment with the business plans to
motivate and reward strong performance
at both the Group and individual level.

Following continued dialogue and
engagement with shareholders, the
Committee has agreed to reinstate in
full the incentive arrangement policies
previously approved by shareholders
Far 2021/22, executive directors will,
subject to the satisfaction of challenging
performance conditions, be eligible tc
receive a bonus payment of up to 200% of
salary [splif equally between cash and
deferred shares) and a PSP award of

the typical level, Z50% of salary. The
Committee believes that this approach
is appropriate when retention and
mctivation of the sentor leadership team
remains critical. In approving this decision,
the Committee carefully considered
how to appropriately reward executives
where a successful Covid-19 recovery
performance would be in the bhest
interests of shareholders and 70,000
M&S colleagues. Further details of the
specifics of these incentives are detailed
an pages 96 to 98 of thisreport.

SHAREHOLDER ENGAGEMENT
AND FEEDBACK

Ag referenced earlier, the setting of
performance targets for the 2020 PSP
award was delayed to allow the business
time to assess the initial impact of
Covid-19 on the business and to review
the proposed strategic measures in light
of the business’s response to the post-
pandemic trading environment. Anead of
confirmation, the Committee consulted
with our major shareholders (representing
almost 50% of total shares inissue) and
shareholder representative bodies to
discuss the proposed strategic measures
and targets.

This diatogue followed engagement

at the end of thelast financial year
confirming the proposed approach to
delaying the targets and the weightings
of performance measures. As a result of
this ongoing process of consuttation
and adjustments made to the proposed
measures and weightings disclosed in
last year's report, no further adjustmients
to the proposed targets and strategic
measures were made. Shareholders were
positive in their feedback and we thank
them for their continued support.



I he Committee, represented by the Chair,
confirmed that targets set will support the
business over the remaining perfermance
period and are aligned with investor
expectations. The measures and targets
for the 2020 PSP awards are detailed on
page 97 of thisreport.

In addition, to explicitly support key areas
of transformation delivery, the Committee
with the support of its shareholders,
introcduced a basket of strategic measures
comprising 20% of the total award. Metrics
in this basket include digital growth and
food sales targets aligned with financial
plans and the provision of o better
customer experience in stores as a result
of the delivery of the strategic measures.
There will be ne associated payment for
threshold performance levels. The
Committee is clear that the delivery of
these measures is vital to M&S's future
success; reward for partial achievement is

not considered appropriate. While
shareholders acknowledged that a
cliff-edge vesting for measures is unusual,
they recognised the clearmessage being
sent by the Committee and welcomed

the simplicity of these key targets.
Balanced against the remaining 80% of
the perforrmance targets being measured
on a sliding scale, no significant issues
were raised during consultation.

STRATEGIC ALIGNMENT OF PAY

The Covid-19 pandemic has increased
focus at M&S on transformation, with a
view to never being the same again.

The measures and targets used in M&S’s
incentive schemes, namely those of the
Performance Share Plan and Annual
Bonus Scheme, were reviewed againduring
the year to ensure alignment with the key
performance indictors (KPIs) and strategic

priorities being used across the business.
The illustration below demonstrates this
strong linkage between the KPls and
strategic pricrities with executive
remuneration at M&S. This strength of
alignment will enable the Committee to
ensure pay arrangements help to deliver
transformation and fulfil M&S's potential
for long-term sustainable growth.

The Cammittee will continue to
thoroughly review the pay structures

and incentive arrangements for the
senior leadership team to ensure strong
alignment botwecen the deliver y ol
business performance and the associated
remuneration arrangements, as the
business continues along this accelerated
transformaticon journey to emerge
stronger and more comgetitive.

STRATEGIC ALIGNMENT OF REMUNERATION FRAMEWORK WITH KPIS

[}
[¥]
r4
Performance Annual Bonus ‘:Z(
KPi/Strategic priority As measured by Share Plan (PSP) Scheme (ABS) &
KPl Adjusted earnings per share (EPS) [ ] 3
@ SecKPIs Return on capital employed (ROCE) Financial Results @ >
on p37 Croup PBT before adjusting items (PBT) [ )
% ] g
Strategic Food with Ocado re-positioned for growth @ ]
priority Delivering a reshaped and increasingly PY ®
@ Sce omni-channel Clothing & Home business Achievernent
Stfat.et?" Accelerating the rotation of the Store Estate  against objectives ®
priorities - - -
onp? An International business focused on major ® Py
partnerships and online growth
2020/21 PERFORMANCE
® ® @

ADJUSTED EARNINGS PER SHARE

1.1p

Adusted [PSin 2020/ 21was 1 1p Thiswas
belowthe 26 Ipthreshold required for any vesting
undar tns elemnent ot the 208 PSP award

USE OF DISCRETION

RETURNON CAPITAL EMPLOYED

9.0%

Average threc-year ROCE porformancowas 9 3%
This was below the required 11 1% threshold for any
vestingunder-this element of tne Z018 PSP award

GROUPPBT BEFORE ADJUSTINGITEMS

£41.6m

Asreported intne 2019/20 Directors’ Remuneration
Repoart, as aresult of perfarmance nihe prios
yearandthe unprecedented . mpact of the
Cowvid-19 pandemic,the Conmittee decided tnat
for 2020/21 only, there would oe no sonus scneme
inoperation forthe executive directors

To ensure that pay cutcomes
appropriately reflect individual and
business performance, together with
the wider economic and societal

climate, the Committee has overriding
discretions on directors pay in addition
to the ability to apply malus, clawback
and responsible application of discretion
to override formulaic outcomes of the
incentive schermes.

During the year, the Committee did not
apply any discretion to the variable pay
outcomes of the bonus and PSP. The
Committee agreed that the final vesting
of the 2018 PSP was reflective of the last
three years of M&S's performance and that
the Policy cperated asintended.

As wasdisclosed in last year'sreport, the
Committee applied its discretion te cancel
the operation of the 2020/21 directors’
bonus scheme. The quantum of PSP
grants were also significantly reduced,
reflecting the Committee’s pro-active
decision te mitigate against future
windfall profits on vesting in view of the
impact of Covid-19 on the share price at
the time cf grant.
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REMUNERATION OVERVIEW CONTINUED

WIDER WORKFORCE PAY ARRANGEMENTS

The Committee received regular and
varied updates during the year relating to
M&S pay arrangements. In addition to
those already outlined in the Committee’s
remit, detailed discussions ranged from
hourly pay for store colieagues, the review
of the pay and benefits package which was
undertaken during the year, to approving
anincreasegin the Save As You Earn share
scheme savings limit based on colleague
participation levels in prior years.

The Committee welcomes the
collaboration with the Business
Involvement Group (BIG) in receiving
direct feedback an colleagues’ views in
formal meetings. This dialogue ensures a
close link between the pay philosophies at

Customer assistant hourly rate progression
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the most senior levels with those for the
broader population and understanding at
acolleague level any pay concerns and
questicns raised.

To dernonstrate the Committee’s
keeninterest in wider workforce pay
arrangements within M&S, we have this
year expanded disclosure on these
specific areas, see pages 88 and 89

As referenced earlier in this Annual
Report, the business has taken great care
to support all colleagues during the
Covid-i9 pandemic, which the Committes
and the Board were supportive of From a
pay perspective, these have included
supporting every colleague either to
selfasolate or shield themselves to do so

and the CEQ

~ Customer %
Assistant 130
hourly rate

changes 125
— CEQ base

salary 120
changes

Tio

105

100

95

2020721 2027722

in

SINGLE FIGURE AND INCENTIVE SCHEME OUTCOMES

Asis shownin the table on page 94, the
total pay for the CEO was c. 1% lower this
year, reflecting the lapse in full of the
2018 PSP award, Payments made to the
CFQ reflect the annual contractual
remuneration payments since his
employment on 8 June together with the
specific arrangements made to facilitate
his recruitment. Further details are
provided on page 94.

None of the 2018 PSP will vestinrespect
of the three-year performance period up
to 3 Aprit 2021. Page 98 of this report
provides further detail on the specifics
of the targets set and the respective
achievement under each measure. The
remit of the Committee is to ensure that
targets set are stretching yet achievable,
rewarding the delivery of sustainable,
ambitious long-term performance.
Vesting under the PSP remains low when
reviewed in the context of the wider
market. However, the Comritteeis
satisfied that this level of vesting is
reflective of the challenging business
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environment Steve Rowe and Archie
Norman have both highlighted sarbier in
this Annual Report.

As previously disclosed, the 2020/21
Annual Bonus Scherme was not operated
for executive directors. To ensure
continued strong governance and
transparent reporting to shareholders,
and in line with the normal Committee
processes, executive directors continued
to bbe measured against a scorecard of
individual objectives aligned with the
strategic priorities set out earlierin this
report. No financial payment will be
made in respect of their achievements
The Committee discussed each director’s
achievement against the relevant
individual performance targets and final
achievement against these individual
objectives and this is detailed on page 96
of this report. In particular, the Committee
noted the strong and responsible action
taken by Eoin Tonge to strengthen
liquidity and preserve cashfiow during
the pandemic.

on full pay; paying full pay for those
lower-paid colleagues placed on furtough;
and rewarding hardworking front-line
store and e-cornmerce distribution
colleagues with an additional short-term
15% supplementary payment.

For the financial year 2021/22 the hourly
rate for customer assistants increased by
5.6%to £9.50 an hour, compared with a 1%
increase for the CEQ. Between 2016 and
2021 the hourly rate paid to custormer
assistants hasincreased by 24% and over
the same period the increase in base
salary for the CEC has totalled 4%, as
tlustrated in the charts below.

Percentage change in pay for customer assistants

2016417 201778 2018719 Z0i9/2Q 2020721 202122

Under Steve Rowe's leadership, M&S
successfully harnessed the impact of
Covid-19, ensuring the turbba charging of
the transformation while supporting
colleagues through this difficult period.

CEO single figure as a percentage
of maximum opportunity

Annual
Bonys



PAY ARRANGEMENTS FOR 2021/22

When reviewing salary levels, the
Cornrnittee considers a number of internal
and external factors, primarily the salary
review principles applied to the rest of

the organisation, but also Company
performance during the year and externat
market data. As a result of performancein
the year and the considerable effortand
resilience shown by colleagues across the
wider arganisation, despite theimpact of
the Covid-19 pandemic, it was decided to
implement salary increases in the wider
organisation of between 1% and 5.6%. The
Cornmittee agreed toaward a salary
increase of 1% to the executive directors.
Thisincrease is aligned to the increase

awarded to other management colleagues.

As already referenced, the Annual Bonus
Scheme will resume operation for 2021/22
as per the shareholder approved Policy.
Performance will once again be measured
against corporate financial targets
(currently 70%) and individual objectives
(30%). The Committee believes it remains
appropriate for PBT to continue to
represent the largest element of bonus
potential as M&S seeks toreturn to
significant levels of profitability. The
maximum opportunity will remain at
200% of base salary.

The Committee continues toensure

that the remuneration framework for
executivesisaligned with shareholder
interests. This means fully aligning
performance measures usedin the
incentive schemes with the business
strategy and setting targets which are
stretching and yet motivating for
directors. It is proposed that the 2021
PSP will maintain measures applied to
the 2020 PSP awards, being 30% adjusted
EPS, 30% ROCE, 20% retative TSR and
20% strategic measures. Given the
continuing uncertainty of the impact

of the pandemic on macroeconomic
factors, the Committee has again delayed
the setting of PSP targets. Targets will

be disclosed by 31 December 2021 and
will be discussed with sharehclders prior
to confirmation. Any targets proposed
will be set with reference to estimated
outturn, the business’s long-term
financial plans, consensus and brokers
forecasts to ensure they are appropriately
stretching with maximum payments only
possible for significant outperformance
of expectations.

Having reduced award levels in 2020 to
acknowledge the sharehclder experience
of Covid-19 and to mitigate against
windfall gains, the Committee believes,
inlight of the return of the share price to
pre-pandemic levels, itis appropriate to
incentivise executives and ensure that
they remain aligned with shareholders’
long-term interests. itis therefore
intended to grant PSP awards of 250% of
salary in June 2021 to executive directors.
in determining the size of the 2021 PSP
awards, the Committee noted that as a
result of the share price recovery over the
last 12 months, fewer shares would be
awarded thanin 2020. Further details are
set out on page 98

SHAREHOLDING AGAINST
SHAREHOLDING GUIDELINES

The Committee is aware that an
executive's tevel of shareholdingis one

of the measures used by investors to
determine the alignment of interests
between shareholders and directors.
While the CEQ has not reached the
targeted level of shareholding within five
years of his appointment to the role, the
Committeeis satisfied that this does not
reflect Steve Rowe's life-long commitment
to M&S. Rather, thisis a conseguence

of the challenging targets set by the
business inits incentive arrangements.
The Committee recognises that the CEC
demonstrably continues to make sound
decisionsin the best interests of M&S
shareholders and colleagues, including
the voluntary reduction in his contractual
pension arrangements that was reported
last year. That said, the Committee
continues to keep a watching brief on
executives’ shareholdings against targets
to ensure that their attentions are focused
on the delivery of a positive shareholder
experience. The decisions implemented
for 2021/22 incentive arrangements

will help to provide an opportunity

for anincrease in shareholdings,

subject to achievement of associated
performance targets.

LOOKING AHEAD

Looking to the future, the Committee
intends to continue to review M&S's pay
policies, ensuring appropriate alignment
between executive pay arrangements
and the wider workforce with a focus on
flexibility of reward and recognition in
uncertain times while maintaining
fundamental M&S values of fairness and
value for money. The Committee will
continue to carefully monitor the pay
framewecrks at the most senior levels and
the organisation’s incentive arrangements
with a focus on M&S being an employer
of choice where hard work and financial
results are appropriately recognised

and rewarded

Asis detailed later inthis reporton

page 104, the Committee intends to also
discuss senior succession planning and
the link between Plan A and executive
reward, ensuring that solid foundations
are in place to nurture and develop the
leaders of the future, as M&S plans for
leng-term financial and environmental,
social and governance (ESG) success.

On behalf of the Remuneraticn
Committee, | would like to thank our
shareholders for their continued
support and opendialogue during
this challenging year.

Andrew Fisher, Chair of the
Remuneration Committee

GOVERNANCE
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REMUNERATION

REMUNERATION
IN CONTEXT

COLLEAGUE ENCAGEMENT

- Share ownership across our colleagues:
ME&S is a proud advocate of employee share
ownership. The Board believes Lthat this
supports colleagues to not only sharein
M&S’s success bul also to behave as
owners of our business, aligned with our
shareholders' interests. Across our UK and
Irish colleagues, M&S has a significant.
number of participantsin allemployee
share schemes; colleagues hold over
120m SAYE oplions in cur ShareSave
scherne and aver 3,000 colleagues hold
shares in our Share incentive Plan
ShareBuy During the year, the Board
approved an increase to the monthly
savings limit for the 2020 ShareSave
scheme, from £25010 £500, Over 67% of
colleagues benefiting from the increased
umits are our front-une colleagues

CONSIDERATION OF COLLEACUE PAY

The Committee monitors and reviews the
effectiveness of the executive reward
policy and its impact and compatibility
with remuneration policies in the wider
workforce, Throughout the year, the
Committee reviews the frameworks and
budgets for key components of colleague
pay arrangements, together with the
broader structure of Croup bonus
provisions, which ensures appropriate
alignment with senior pay arrangements.

The Committee s provided throughout
the year with information detailing pay
in the wider workforce, which gives
additional context for the Cormmittee to
make infarmed decisions, The Head of
Executive Reward & Pay Governance
advises the Committee of the approach
which will e adopted with the
forthcoming UK pay review and

the Committee then considers the
executive directors pay in line with
these arrangements.

Inapproving the budget for the annual
bonus, the Committee reviews ail bonus
costs for the Company against the
operating plan. The Committee also
reviews and approves any PSP awards
rnade to executive directors and directors
below the Board prior to their grant.

38 Marks and Spencer Group ple

~ Direct engagement with our colleagues:
Since 2018, the Chair of the National
Business Involvement Croup (BIG), cur
colleague representative body, is invited
to attend a Remuneration Committee
meeting each year Lo engage and
contribute an arange of topics and
activities During the year, representatives
from BIG have been engaged on a number
of pay-related topics, beyond Lhe executive
level, including encouraging colleagues
Lo participate in the review of our pay and
benefits package, and providing feedback
and support on increasing the monthly
savings limit for our ShareSave scheme The
collabarative relationship that we have with
BIC strongly reflects our belief in the key
role that BIC plays In ensuring that the
Commiltee has greater visitutity of the

The Committee receives updatesona
variety of colleague engagement
initiatives. During the year, we moved away
from an annual survey to mare inthe
moment’ direct feedback. The new
monthly digital colleague pulse tracks
colleague sentiment throughout the year.

This year, a thorough review of M&S's total
reward proposition was carried out and all
colleagues were asked to give their views
onthe current reward package and to
hightlight what really matters to them
both now and for the future. Over 14,000
colleagues provided their views. Results
were presented to the Remuneration
Committee which discussed findings and
the proposed policy updates as aresult of
colleagues feedback.

Colleagues are encouraged to raise
gquestions at the periodic all-colleague
announcements led by the CEC. All
guestions raised at this time are answered,
and comments made during the year
through surveys or our network of elected
colleague representatives via BIG are
considered The Head of Executive Reward
&Pay Covernance typically provides

an annual update to these colleague
representatives with an explanation of the
executive directors' pay arrangements
during the year, and they are able to ask
questions on the arrangements and

their fit with the other reward policies

at this time.

things Lhat really matterto our colleagues.
Thisalso gives the Committee the
oppoertunity Lo explain and discuss our pay
practices and how executive pay aligns with
pay across the wider workforce In addition,
the Head of Executive Reward & Pay
Governance provides updales tothe
Committee as appropriate on pay and
people-related issues during Lthe year.

- Pay budgets: Under the remit of the

Remuneration Committee, tolal budgeted
salary expenditure across M&S for salary
review is noted, as are bonus and share
scheme budgets ensuring principles for
reward allocation are aligned across the
full workfarce, inciusive of senior leaders

CONSIDERATION OF
STAKEHOLDER VIEWS

The Committee is committed to an
open and transparent dialogue with
shareholders on the issue of executive
remuneration. Where appropriate,

the Committee will actively engage
with shareholders and shareholder
representative bodies, seeking views
which may be considered when making
any decisions about changes to the
directors’ Remuneration Policy.

The Committee secks the views of

the largest shareholders individually
and others through shareholder
representative bodies when considering
making any significant changes to the
Rermuneration Policy; this may be done
annually or on an ad hoc kasis, dependent
upcn theissue. This year, the Committee
consulted on the proposed strategic
measures and targets to be applied to
the PSP The Committee, led by the Chair,
annually engagesin a process of investor
consultation, which is typically in written
format, but has included face-to-face
meetings, telephone or video calls.

The Committee Chair is available to
answer guestions at the AGM and the
answers to specific questions are

posted on our website.

As part of our sccially responsiole
reporting strategy, an annual shareholder
meetingis normally held and the
consideration of views on a variety

of topics, including executive pay,

is takeninto account.



GENDER PAY GAP

The M&S median gender pay gap for the
yearto April 2020is 4 1%, compared with a
national average of 15 5% The M&S mean
gapforthe same period is 12 3%

During the year, we've made several sleps
to further promote and enhance inclusion
and diversity at M&S, including hiring our
first Croup Head of Inclusion and Diversity
ta further drive the agenda throughout
the business, via a new strategy aimed at
creating an inclusive culture within a
diverse environment for our colleagues,
custormers and communities

We continue our partnerships with such
organisations as Businessinthe Community,
Retail Week's BeInspired programme (for
which a number of cur senior leaders serve
as Ambassadors)and the 30% Club

Qur dynamic and fast-paced programme of
aclivity s supporied by our seven colleague
networks, including the Gender Fguality
Network, all of which hold events, celebrate
key events in Lthe inclusion calendar, such as
International Women's Day and raise
important discussions on gender equality
via their online secial communities.

We're proud that 73% of our Customer
Assistants are women but we needtode
more toencourage diversity in senior roles
Inclusion and diversily remains a key priority
far us. We will not be letting our facus relent
through these challenging times,

4.1%

Gender pay gap (median)

CHIEF EXECUTIVE’S PAY RATIO

25thpercentile 50tn percent te 75th parcent o

Year Methodology ratig -atio rat.o
2021 Option A 55:1 50:1 421
2020 Option A 64 :1 59:1 51:1

Asreported last year, the Committee
approved the use of Methodolegy A, as
setoutintheregulations, as we believe it
to be the simplest, most appropriate and
robust way to calculate the ratio

Option Arequires the calculation of

pay and benefits of all UK colleagues to
identify the three colleagues at the 25th,
50th and 75th percentiles as at 3 April
2021. Thisis caleulated onthe same

basis as the CEQ total single figure of
remuneration. The only exception being
the individual performance element of the
Annual Bonus Scheme applicable to the
relevant colleagues (when operating}is
assumed to be the respective target value,
asthe actualvalue is not known at the
time of producing the Annual Report.

This requires:

— Starting with colleague pay that was
calculated based on actual base pay,
benefits, bonus and long-term
incentives for the 12 monthly payrolls
within the full financial year. Earnings
for part-time colleagues are annualised
on a full-time equivalent basis to allow
equal comparisons.

— Adjusting the value of any bonus so that
it only reflects the amount earnedin
respect of the 2020/21 financial year

and does not include the value cof any
deferredshares.

— Addingin the employer pension
contribution from the Your M&S Pension
Saving Plan.

Joiners and leavers in the year have
been excluded from the calculations.
The percentile figures are therefore
representative of the whole colleague
population but do not include all
colleagues as at 3 April 2021

The table above shows the ratio of CEQ
pay in 2020/27, using the single total figure
remuneration as disclosed in Figure 7
(page 94} to the comparable equivalent
total reward of those colleagues whose
pay is ranked at the relevant percentilesin
our UK workforce We believe the median
pay ratio this year is consistent with pay,
reward and progression pclicies for UK
colleagues as it reflects the consistent
approach to pay (pay freezes across the
whole company) along with M&S's policy
to pay for performance. The reduction in
the pay ratio this year is predominantly the
result of the reduction of the CEO single
figure value due to nc long-term incentive
vesting in 2021 and the decrease inthe
cost of benefits provided in the year.

PAY ARRANGEMENTS FOR Total pay and Total pay and
COLLEAGUES DURING COVID-19 Salary oenefits Salary benefits
Pay data (£000) (FOQ0) (£000) (£000)
The impact on our business during the year - 2019/20 2008/29 2020/21 2020/21
was profound For extended periods, most CEQO remuneration 828 1,205 834 1,068
if not allof our Clothing & Horme store space UK colleague 25th percentile 18 19 18 20
was closed and our cafes and hospitality UK colleague 5Cth percentile 19 71 20 21
services have all been closed Qurfranchise -
business was also severely impacled, UK colleague 75th percentile 22 24 24 25

particularly in travel hubs. Despite these
inlense pressures, we have rightly
recognised the incredible efforts of our
colleagues, around 27,000 colleagues were
provided with government supporlviathe
Coronavirus Job Retention Scheme (CJRS)
Thus supporl was welcomed by our
calleagues whose roles were significantly
impacted by the restricted trading
environment With a large number of our
stores closed, a significant number of
redundancies have been avoided through
the benefit of the CJRS. To financially help
colleagues and Ltheir families during this
difficult period, M&S voluntarily ensured
that furlocughed front-line calleagues
received full pay. AColleague Support Fund
was set up to help colleagues experiencing
financial hardship as aresult of the
pandemic. In addition, vulnerable
colleagues needing to sell-isolate or shield
have done soon full pay M&S s proud to
have been able to support our colleagues
inline with the values whichunderpinthe
way we do business.

Forthose front-line colleagues continuing
to work, a short-term 15% supplementary
payment was made inrecognition of
therefloris

PERCENTAGE CHANGE IN CEQO’S REMUNERATICN

The table below sets out the change in the CEO's remuneration (.. salary, taxabie
benefits and annual bonus) compared with the change in the average non-executive
director and our UK-based colleagues’ pay. This group has been chosen as the majority
of our workforce are based in the UK. Further details of the non-executive director pay

changes are shown on page 101.

% change 2019/20 - 2020/21

Base salary/fees Benefits Annual bonus
CEO (Steve Rowe) 0% -36.8% -
Average non-executive director 0% 0% N/A
UK colleagues (average per FTE) 0% 0% -

There were no annual base pay increases
awarded to the CEO, non-executive
directors or to colleaguesin respect of
the 2020/21 financial year.

There has been no fundamental changein
the CEO benefit offering. During periods
of national lock down, Steve Rowe drove
himself, rather than make use of the
chauffeur service, to ensure the safety

of his driver and maintain the required
social distancing.

No award under the Annual Bonus
Scheme was made to either the CEO or
anyone else within the wider werkforce
in either 2019/20 or 2020/21.
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REMUNERATION

SUMMARY

REMUNERATION POLICY

SUMMARY EXECUTIVE DIRECTORS’ REMUNERATION POLICY (AS APPROVED ON 3 JULY 2020}

This report sets out a summary of M&S's policy on remuneration for executive and non-executive directors. The full Policy was

approved by shareholders at the AGM on 3 July 2020 and can be found on our website at marksandspencer.com/the company.
The Policy took effect from this date and is designed to attract, retain and motivate our leaders within a framework designed to
promote the long-term success of M&S and aligned with our shareholders'interests.

FIGURE 1: EXECUTIVE DIRECTORS’ REMUNERATION POLICY TABLE

ELEMENT OPERATION OPPORTUNITY

Base salary Salaries are payable in cash and are reviewed annually by the Commillee considering a Narmally in line with those in
number of factors, Including external market data, historic increases made to the individual — the wider workforce, although
and salary review principles appliedtothe rest of the organisation no maximum is set

Benefits In line with our policies, directors are eligible to receive benef ILs which may include acar There 1s no set maximum;
or cash sllowance and a driver, life assurance and relocation and tax equatisation allowances  however, any provision will
in line with our mobility policies be commensurate with locat
Aswith all colleagues, directors are also offered other benefits including colleague rr;arkets;nd for alt»fr:‘r;pliyrf]ee
discount, salary sacrifice schemes and participation in all-employee share schemes STIAre SCNemes 15 1 ine wi

local statutory limits.
Pension Directors may participate in the Your M&S Pension Saving Plan {a defined contribution A maximum employer
benefits arrangement), on the same terms as all other colleagues contribution currently of 12%

The defined benefit pension schemes closed to new members. Directors who are members
of this scheme will continue to accrue benefits as a deferred member

of salary where the employee
contributes 6% of salary.

From 3 July 2020, pension cash
supplements were removed for
future directors.

Annual Benus
Scheme
including
Deferred Share
Bonus Plan
{DSEP)

Directors are eligible toparticipate In this non-contractual, discrelionary scheme,
Performance is measured against one-year linancral and individual performance targets
linked with the delivery of the business plan Al teast half of awards are measured against
financial measures which typically include Group PBT before adjusting items (PBT)

Corporate and individual elements may be earned independently, bul no part of the
individual objectives may be earned unless athreshold level of PBT has been achieved, after
which up to 40% of maximum may be payable for the achievement of individual objectives.

Not less than 50% of any bonus earned is paid in shares which are deferred for three years.

The Commitieeretains the right to exercise discretion, both upwards and downwards, Lo
ensure that the level of award payable is appropriate

Malus provisions apply Lo the deferred share awards Cash bonus payments are subject to
Lwo-year clawback provisions Clawback would be triggered in specified events such as,
but not liMited to, a material misstatement of the Company's audiled resulls, an errorin
calculatien of the award, gross misconduct, or events or behaviour that have a detrimental
impact onthe reputation of any member of the Croup,

Total masximum annual
potentiat of up to 200% of
salary for each direclor

Performance
Share Plan
(P5P)

Directors are eligible to participale in the Performance Share Plan Thisis a non: contractual,
discretionary plan and is M&S's main long-termincentive scheme Performance may be
measured against appropriate financiat, non-Ninancial and/or strategic measures Financial
measures must comprise at least 50% of awards.

Malus and clawback provisions apply to these awards Clawback triggers include but are not
limited to, a material misstatement of the Company’s audited resulls, an error i calculation
of the award, gross misconduct or events or behaviour that has a detnimental impact on the
reputation of any member of the Group.

Awards are subject to a further two-year holding period after the vesting date

The maximum value of shares
at grant is capped at 300% 10
respect of afinancial year

Shareholding
Requirement

Directors are required to hold shares equivalent in value to a minimum percentage of their
salary wilhin a five-year period from their appointment date

Directors are required to continue to hold their shareholding reguirement, or, If ther level
of sharehalding is below the requirement, their actual shareholding for two years afler
leaving M&S.

For the CEQ, this requirement
15 250% of salary. For all other
executive directors, the
requirement is 200%.

Qq Marks and Spencer Group Plc




FIGURE 2: RECRUITMENT POLICY & SERVICE CONTRACTS

The table below summarises the Company’s policy on the recruitment of new executive directors. Similar considerations may also
apply where a director is promated to the Board.

Ir addition, the Committee has discretion to include any other rermuneration component or award which it feels is appropriate,
considering the specific circumstances of the individual, subject to the Umit on variable remuneration set out below. Therationale
for any such component would be appropriately disclosed.

ELEMENT APPROACH

— All executive directars have rotling contracts for service which may be termmated by M&S giving 12 months' notice and the

Service * =t : r
contract individual giving six months notice
Base salary — Salaries are set by the Committee, taking into consideration a number of factors, including the current pay for other executive
directors, the expenence, skill and currenl pay level of the individual and external market forces.
I Benefits - The Committee will offer a benefits package in line with our benefits policy for executive directaors,
Pension — Maximurm contribution intine with our policy for future executive directers {currently up to 12% of salary)
benefits
Annual Bonus - Eligible to take part inthe Annual Bonus Scheme wilh a maximum bonus of 200% of salary inline with our poelicy for
Scheme executive directors "
o
z
z
Ipsp - Amaximum award of up to 300% of salary in line with our policy §
0
0
Buy-out - The Committee may offer compensalory payments or buy-oul awards, dependent on the individual circumstances of
awards recruitment, determined on a case-by-case basis
— Thespecifics of any buy-out awards would be dependent on the individuat circurmnstances of recruitment The Committee’s

ntentionwould be that Lhe expected value awarded 1s no greater than the expected value (orfeited by Lthe individual

FIGURE 3: TERMINATION POLICY

The Company may choose to terminate the contract of any executive director in Line with the terms of their service agreement either
by means of a paymentin lieu of notice or through a series of phased payments subject to mitigation. Service agreements may be
terminated without notice and, in certan circumstances such as gross misconduct, without payments.

The table below summarises our termination policy for executive directors under their service agreements and the incentive
plan rules.

ELEMENT APPROACH

- Payment made up tothe termination date in line with contractual notice periods.

Basa salary,
benefits and
pension
benefits

- Thereis no contractual entitlement to payrments under the Annual Bonus Scheme. If the director is under nolice ornot in
active service at either the relevant year end or on the date of payment, awards (and any unvesled deferred bonus shares)
may lapse The Committee may useits discretion to make a bonus award.

Annual Bonus
Scheme

Lang-term — Thetreatment of putstanding awards is determined in accordance with Lhe plan rules

incentive
awards

Repatriation - M8&S may pay for repatriation where a director has been recruited from overseas.

— Where adirector leaves by mutual consent, M&S may reimburse for reasonable legal fees and pay for professional

Legal
outplacement services

expenses &
outplacement

The full Policy sets out further detail on the treatment of the executive directors pay arrangements, including the treatment of share
schemes in the event of a change of control or winding up of the Company.
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SUMMARY REMUNERATICN POLICY CONTINUED

APPLICATION OF REMUNERATION POLICY

The charts below provide an illustration of what could be received by each of the executive directors in 2021/22 under the Policy.
These charts are itlustrative, as the actual value which will ultimately be received will depend on business performance in the year
2021722 {for the cash element of the Annual Bonus Scheme) and in the three-year pericd to 2023/24 (for the PSP), as well as share
price performance to the date of the vesting of the PSP awards in 2024.

DIRECTORS

BASIS OF CALCULATIONS AND KEY

Steve Rowe
£000

£5,824

Fixed Fixed rermuneration onty,

No vesting under the ABS and PSP

£4,781

Maximum
+50%

Fixed Target Maxirmum

Eoin Tonge
£0G0
£4,145
£3,395

44% 54%

£1,589
£683

TS 7
37% 29%
J1oox]| 43% 19% 17%

Fuxed Target Mazimarn Maxirnurn
+50%

Target Includes the following assumplions
for the vesting of the incentve

components of the package

- ABS. 50% of maximurm, assumes
no share price growth,

~ PSP:20% of 250%, assumes no
share price growth

Maximum Includesihe following assumptions
forthe vesting of the incentive

components of the package:
- ABS 100% of maximum,
assumes no share price growth
- PSP:100% of 250%, assumes no
share price growth
Maximum  Includes the following assumptions
+50% share for the vesting of the incentive
price components of the package:
growth

- ABS 00% of maximurm,
assumes na share price growth

- PSP 100% of 250% with 50%
share price growlh

— Grant share price for the
purpose of demanstrating the
50% growth taken as closing
share price al 2020/2) year end

FIGURE 4: SUMMARY OF REMUNERATION POLICY

@ Fixed remuneration
includes all elerments of fixed remuneration

— Base salary (effective | July 2021}, as
shownin the table on page 95.

— Pension benefits as detailed on page 95.

— Benefils (using the value for 2020/21
included inthe single figure table on
page 94) For Eoin Tonge this excludes
histemporary relocation allowances

@ Annual Bonus Scheme (ABS)

Represents the potentialtotal value of the
annual banus for 2021/22 Half of any bonus
would be deferred into shares for three years
and this s included in the value shown.

@ PSP

PSP represents the potential value of the
PSP 1o be awarded in 2021, which would vest
in 2024 subject to the relevant performance
targets, Awards would thenbe held fora
further two years

The diagram below illustrates the balance of pay and time period of each element of the Remuneration Policy for executive directors,
approved in July 2020. The Commirtee believes this mixture of short- and long-term incentives and fixed to performance-related pay
1s currently appropriate for M&S's strategy and risk profile.

Year |

Fixed pay - Base salary
—Benefits
- Pension benefts
Annual -Upto 100% salary
Bonus {casn)
7 Schem
Q cheme —One-year
E pertarmance
2 - Clawback
Drovisions agply
PSP = Max murmn 300% of salary

- Trree-year perfarmance

- Malus provis.ons apoly

92 Marks and Spencer Group ple

Year3

Year 2

~Upto 'D0% salary [deferred shares)
- Taren-year deferal perod
- Nofurtner performance condit ons

- Matus BTowisions apply

Yaar 4

-Two. year hold.ng penod cost-vesting
—Nofurtner performance cong Lions

- Clawback prov s ons anply



FIGURE 5: NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY

The table below sets out our Policy for the operation of non-executive director fees and benefits at the Company. The Policy was
approved in July 2020 and rmay operate for up to three years.

ELEMENT OPERATION AND CPPORTUNITY
Chairman’s — Fees are reviewed annually and are determined by the Remuneration Committee
| fees — Totat fee comprises the non-executive direclor basic fee and the additional fee for undertaking the role
— Themaximum aggregate fees for the non-executive direclors basic fees, including the Chairman's basic fee,is £750,000 p a.
as set gut inour Articles of Association.
Nonh-executive — Fees are reviewed annually and are determined by the Chairman and executive directors.
I director’s — Themaximum aggregate non-executive director basic fees, including the Chairman, 1s £750,000 p a as set out inour
basic fee Articies of Association.
Additional Additional fees are paid forundertaking the extra responsibilitres of
I fees - Board Chairman.
— Seniorindependent Director.
— Commilttee Chair
Benefits — Inline with our other colleagues, the Chairman and non-executive directors are entitled to receive colleague discount
I — TheCompany may reimburse the Chairman and non-executive directors for reascnable expenses in performing Lheir duties
and rmay sellle anytaxincurred in relation to these
— TheChairman may also be entitled to the use of acar and driver
Share — Allnon-executive direclors, including the Chairman, are required to build and maintain a shareholding of at least 2,000 shares
Ownership upoen joining M&S,

This shareholding must be held for the period of thetr tenure.

REMUNERATION FRAMEWORK FOR
THE REST OF THE ORGANISATION

Around 170 of M&S's top senior executives
may be invited to participate in the PSP,

AlLUK colteagues are eligible to
participate in the Your M&S Pension Saving

M&S's philosophy is to provide a farr
and consistent approach to pay.
Remuneration is determined by level
and is broadly aligned with thase of
the executive directors.

Base salaries are reviewed annually and
reflect the local labour market.

Plan onthe same terms as the executive
directars. In addition, all UK colleagues
are provided with life insurance and
colleague discount, and may choose

to participate in the Company’s
atl-employee share schemes and

salary sacrifice arrangements.

measured against the same performance
conditions as executive directors. Award
levels granted are determined to be
aligned with market practice and reflect
an individual's level of seniority as well as
therr perfarmance and potential within
the business.

Asignificant number of colleagues are
eligible to be considered to participate in
an annual bonus scheme which is partially
determined by Croup PBT performance.
For M&S's most senior executives, part

of the bonus is deferred into shares for
three years.
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REMUNERATION

REMUNERATION REPORT

EXECUTIVE DIRECTORS' REMUNERATION

Each year, the Remuneration Committee ohly is the frameweork strategically aligned  The diagram below (Figure 6) details
assesses the current senior remuneration tothe delivery of business priorities, the achievement of each executive
framework to determine whether the but also that payments made during the director under the Company's incentive
existing incentive arrangements remain year fairly reftect the performance of the schemes as a result of short- and long-
appropnately challenging in the context business and individuals. A significant terrm performance to the end of the

of the business strategy, fulfil current proportion of the performance measures reported financial year and summarises
external guidelines and are aligned with a used in the incentive schemes are the main elements of the senior

range of internal factors, including the integrated with M&S’s key performance remuneration framework, Further details
pay arrangements and policies indicators {(KPIs) and strategic priorities of payments made during the year are
throughout the rest of the organisation. detailed in the Strategic Report, as set cutinthe table below (Figure 7) and
In its discussions, the Remuneration iltustrated on pages 37 and 7 respectively. later in this report,

Committee aims to ensure that not

FIGURE 6: REMUNERATION STRUCTURE 2020/21

. =~ = |
Fixed pay + Annual bonus + PSP = Total pay for 2020/21

200% of salary maximurm 250% of salary awarded
bonus opgortunity n 2018
-------------------------- {(with 50% deferral) TTmeTTmmmmormmmsesmemesos

Base salary

Measured against adjusted

Measured against a balance £PS. average ROCE and TSR

777777777777777777777777 O;Q'O%'p PBT beforde Achievement was 0% Tota: payments are
Pension benefits _adjusting items an againsttargets set €.22% of maximum
individual performance potential

No salary increasein line . .
4 Bonus not in operation

with other M&S colleagues 0% of award vested

@ ror more information see p96 © For more information see p98

FIGURE 7: TOTAL SINGLE FIGURE REMUNERATION (AUDITED)
Lt 2 1 & ¢ ¢ _____§ _ ____J |

Salary Benefits Total Total PSP Pensions Total RSP Total Total Total
bonus vested benefits granted pay fived pay variablepay
£000 £000 £000 £000 £000 £000 £000 £000 £000
D rector Year
Steve Rowe 2020/21 834 k) 0 0 203 - 1,068 1068 0
2019/20 828 37 0 137 203 - 1,205 1,068 137
Eoin Tonge 2020/21 489 105 0 0 39 1,316 1,949 1,949 0

{from 8 Jure 2020) 2019/20 -

Note that the value of the PSP awards vesting in 2019/20 has been restated to reflect the actuat share price on the date of vesting, £1.11,

In line with the approved Recruitment Policy, Eoin Tonge's Restricted Share Plan (RSP) award reflects the total face value of share
awards granted to compensate him, on a fair value basis, for Greencore Group ple awards forfetted on joining M&S. The fair value was
calculated to take account of the criginal performance period and the estimated satisfaction of the performance conditions of the
original awards. The vesting timeline for the first tranche of this award isin line with the time horizons of the original awards. For the
remaining tranches the original time horizon has been extended by six months. In addition, as part of his recruitment package,

Eain also received the benefit of a home search, tempaorary accommodation and relocation allowances (£83,000) and a travel
allowance (£15,000)
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SALARIES

When reviewing salary levels, the
Committee takes into account a
number of internal and external factors,
including Company performance
during the year, external market data,
historic increases made to the individual
and, to ensure a consistent approach,
the salary review principles applied to
the rest of the organisation.

As detailed in last year's report, for salaries
effective July 2020, in light of the Covid-19
pandernic and the salary freeze across the
wider organisation, the Committee
discussed pay arrangements for all

colleagues and decided it was appropriate
to also freeze the salary for Steve Rowe.
Eoin Tonge joined the Company on 8§ June
2020, his salary on joining was £600,000.

For salaries effective July 2021, in line with
increases for management positions, the
Committee has awarded Steve Rowe an
increase of 1%, making his salary £842,845.
Eoin Tonge was similarly awarded an
increase of 1% of salary. Effective 1 July
2021 his salary will increase o £606,000.
Across the wider population salary

increases ranged from 1% for management

roles to 5.6% for custormer assistants.

The next annual salary review for the
executive directors will be effectivein
July 2022,

The table below details the executive
directors’ salaries as at 3 April 2021

and salaries which will take effect from
1July 2021,

FIGURE 8: SALARIES
Annual salary  Annual salary
asof asof Changen
3 Aprl 2021 Tuly 2021 salary
£000 £000 %ncrease
Steve Rowe 8345 842.8 1%
Eoin Tonge 600.0 606.0 1%

BENEFITS (AUDITED)

PENSION BENEFITS (AUDITED)

The Remuneration Policy permits that
each executive director may receive a car
or cash allowance as well as being offered
the benefit of a driver. During the year,

in lieu of a car allowance, Steve Rowe
received a car and the benefit of a driver
during pericds when England was not
under lockdown. Eoin Tonge does

not receive a car or cash allowance.

To facilitate Eoin Tonge's recruitment
and relocation, he was provided with
temperary short-term travel and
accommaodation altowances. The total
cost of this provision is reflected in the
single figure table.

In line with all other colleagues,
executive directors receive life assurance,
colleague discount and are eligible to
participate in salary sacrifice schemes
such as Cycle2Work.

FICURE 9: PENSION BENEFITS (AUDITED)

During the year, Steve Rowe received a
cash paymentin lieu of participation in
an M&S pensicn scheme. As reported last
year, the CEC has agreed that his pension
cash supplement be reduced tozero
over a three-year period. For 2021/22,

the CEQ's total annual cash supplement
will be reduced by one-third to £135,000
and will be reflected in the single figure
tablein next year’s report.

Steve Rowe is a deferred member of the
Marks & Spencer UK Pension Scheme.
Details of the pension accrued during the
year ended 3 April 2021 are shown below.

Eoin Tonge is a member of the Your M&S
Pension Savings Plan, as described on
page 90. Eoin contributes 6% of his salary
into the scheme and the Company
rnatches this with a 12% contribution.

The value of the Company's contribution
inthe yearis shown in Figure 7 on page 94.
This is the maximum level of contribution
offered by M&S and is consistent with the
terms available to all other colleagues.

Accrued Increase 'n Trans‘ervalue

0en5I0n Add Lional Increase  accrued value of tatal

Normal entitlementas  value onearly inacerued (net of accrued

rotiresnent al year end retirement value inflation) pension

age £Q00 £000 £000 £000 L0000

Steve Rowe &0 159.7 0 0.7 0 4,998

The accrued pension entitlement is the deferred pension amount that Steve Rowe would receive at age 60 if he left the Company on

3 April 2021 All transfer values have been calculated on the basis of actuarial advice in accordance with the current Transfer Value
Regulations. The transfer value of the accrued entitlement represents the value of the assets that the pension scheme would transfer
to another pension provider on transferring the scheme’s Liakility in respect of a director’s pension benefits. [t does not represent sums
payable to a director and therefore cannot be added meaningfully to annual remuneration.
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REMUNERATION REPORT CONTINUED

ANNUAL BONUS SCHEME

ANNUAL BCNUS SCHEME 2020/21 (AUDITED)

Aswasdisclosedin last year's report, the
Committee took decisive action at the
start of the pandemic, and cancelled the
executive directors'bonus scherne for
2020/21. Despite this, the Committee
continued toreview the achievernent of
the individual objectives aligned with
the strategic priorities set at the start of

the financial year to fulfilits remit and
to enable transparent disclosure to
shareholders. The table below describes
the achievements of the executive
directors, without disclosing the specific
targets associated. These targets are
considered commercially sensitive

The Cornmittee will continue to assess

the commercial sensitivity of targets with
the aim of disclosure wherever possible.

The Committee ensures that targets set
are the relevant drivers of required annual
performance, recognising that it operates
in the context of a highly competitive
market and uncertain rmarket conditions.

FIGURE 10: INDIVIDUAL OBJECTIVES (AUDITED)

Drector Individual

Steve Rowe Broadening M&S Food appeal
Significant overhaul of Food ranges and value position along with repurposing of space towards core categories allowing the
loss offset of convenience trade Family locused innovation and the broadening appeal of Food led to strong Christmas and
Easter sales performance
Food distribution
Significant Food cost reductions and synergy savings from Ocado growth. Better Food availabitity through the Vangarde
supply chain programme and food waste reductions
Turbocharging online growth in Clothing & Home and Food
Successfullaunch of M&S preducts on Ocado from 1 September 2020. Pos tive customer response with M&S products forming
25% of sales, outperforming Waitrose,
Successfulrelaunch of Sparks with over 10m members reached Creation of MS2 to further enhance the Sparks data insights
for customer personalisation,
Progressive ncrease ingrowth in online sales throughout Lhe year satisfied by the Castle Donungton distribution centre and
the expansion of BOSS capabilty resulted in overall online sales growth of 53 9%
Establishing a store estate for the new world
15 Food stores renewed with a further 16 opening in the coming months, with the efficiency of a supermarket andthe 'soulof a
fresh food market of fering customers quality produce, ambient, grocery and frozen in a distinctive environment
Re-evaluated store estale roadmap and locations as part of three-year plan Renegotiated rental arrangementsto churn
Simply Foods. Launched five '10x stores as part of the ormni-channel Clothing & Home strategy

Eoin Tonge Restore M&S5 to sustainable, profitable growth
Delivery of a stronger balance sheet than expected through investment intechnology Lo reduce fixed cost s, reduction in
discretionary costs, managed stock flow and a focus on working capital.
Cashflow was preserved through a combination of actionsincluding new terms with suppliers, adjustments Lo arrangements
with landlords and careful management of capital expenditure
Strengthened Liguidity by reducing net debt, refinancing 2022 finance comrnitments and managing slandby liguicht y with
the banks
Implemented an effective planning and review process in annual and three-year financial planning including improvement s
to budgeting
Accelerate the transformationin Finance capability across the organisation
Successful recruitment and onboarding of high calibre Finance leaders to build a strong new management team to support
Lhe family of businesses.

DEFERRED SHARE BONUS ANNUAL BONUS SCHEME FOR 2021/22

PLAN (AUDITED}

Currently 50% of any bonus payment is
compulsorily deferred into shares. These
awards vest after three years subject to
continued employment as well as malus
provisions. As no bonus was awarded in
respect of performance year 2019/20,

no share awards under the Deferred
Share Bonus Plan (DSBP) were made
during the year. In relation to the 2020/21
performance year, as the Annual Bonus
Scheme did not operate, there willbe no
awards under the DSBP made in 2021

96 Marks and Spencer Group plc

During the year, the Committee reviewed
the 2021/22 scheme, considering the
accelerated transformation programme
Never the Same Again together with
bonus arrangements elsewhere in

the business.

The Committee was satisfied that the
structure of the annual bonus scheme,
asapproved by shareholders at the 2020
ACM, remains appropriate. Subject to the
achieverment of stretching targets, setin
line with the 2021/22 financial plan, the
scheme provides for a competitive bonus
opportunity with a strong focus on
stretching PBT performance.

Executive directors are eligible to receive a
bonus payment of up to 200% of salary.

Performance will be focused on Croup
PBT before adjusting items (PBT) (70%)
with individual measures set against key
areas of delivery of the transformation
plan Individual performance will again
be measured independently of PBT
performance; no individual element
may be earned until a threshold level of
PBT is achieved.




ANNUAL BONUS SCHEME CONTINUED

The remaining 30% of the bonus will

be measured against a scorecard of
individual cbjectives, identified as the
measurable key priorities required to drive
the continued transformation of M&S.

CORPORATE TARGETS

The performance targets for the 2021/22
Scheme are deemed by the Board to be
too commercially sensitive to disclose

at this time as they are not disclosed
elsewhere in the report. Where possible,
they will be disclosed in next year’s report.
The Committee, inits absolute discretion,

may use its judgement to adjust
outcomes to ensure that any paymaents
made reflect overall business and
individual performance during the year.
Any discretion applied wil be clearly
disclosed and justified.

INDIVIDUAL OBJECTIVES

Group PBT before adjusting items PBT

Scorecard of
individual
measures

Director

% bonus %bonus  Measures

Steve Rowe

- Creation and implementation of revised Executive
Committee structure and roles and the development
of strong succession plans.

- Delivery of the transformation programme in
Clothing & Home

- Reset the strategic relationship with Ocado regarding
platform integration, data sharing, infrastructure and
category strategy

- Revitalise Plan A

Eoin Tonge

- Driveafocus on financial delivery of critical transformation
strategies in Property and supply chain

- Design and deliver critical Group investment evaluation
processes and models

—Shape and strengthen the balance sheet

- Deliver slep change in the control environment.

PERFORMANCE SHARE PLAN {PSP)

PSP AWARDS MADE IN 2020/21 (AUDITED)

As reported last year, between September
2019 and January 2020, the Committee
reviewed the long-term incentive
framework at M&5, assessing the extent to
which it remamed suitable and actively
consulted with shareholders during

this time. As part of this review and
engagement process and taking into
account shareholder feedback, it

was determined that 20% of the PSP
award would be based upon strategic
transformation goals ralevant to the
achievement of the business strategy
over the next three years, The remaining
80% of the award would be based on

EPS (30%), ROCE {30%) and relative TSR
(20%) similar to recent years.

TSRis measured against a bespoke group
of 12 companies taken from the FTSE 350
Generaland Food & Drug Retailers indices,
reviewed prior to grant to ensure the
constituents remained appropriately

aligned to M&S's business cperations to
best reflect the value of shareholders’
investment in M&S over the respective
performance period. These companies
are tistedin Figure 12

Recognising the materiat fallin share
price, the Cornmittee significantly
reduced the quantum of the PSP grant
for 2020 only from the typical 250% of
salary to 175% of salary. The grant was
made on 6 July 2020.

Having taken the decisicn to delay target
setting, the Committee consulted with
shareholders on the propased targets

and received support for the action taken
to reduce awards and for the praposed
targets and strategic measures. For clarity,
the Food like-for-like sales growth
excludes sales on Qcado as arcund 95% of
M&S product sold on Ocade does not pass
through the M&S network. Ocadc sales are

incorporated into the EPS figures.

The strategic targets are deemed too
commercially sensitive to disclose but
will be reported at the time of vesting.

In line with Policy, awards will vest three
years after the date of grant, to the extent
that the performance conditions are

met, and must then be held for a further
two years. Clawback provisions apply
during this holding period. For financial
measures, 20% of awards will vest for
threshold performance increasing to 100%
on a straight-line basis between threshold
and maximum performance. 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 measuresis critical, payment
forachievernent below the targetis not
appropriate Detailed targets can be seen
inFigure 11.

FIGURE 11: PERFORMANCE CONDITIONS FOR PSP AWARDS MADE IN 2020/21 (AUDITED)

Derals

2020421 award measures We ghting Threshold Maximum
Adjusted EPS i 2022/23 (o) 30% 13p 22p
ROCE N 2022/23 (%) 30% S% 12%
Relative TSR 20% Median Upper quartile
Strategic measures M&S . com growth

20% Food like-for-like sales

Store staff cost to sales ratio
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REMUNERATION REPORT CONTINUED

PERFORMANCE SHARE PLAN (PSP)CONTINUED

FIGURE 12: TSR COMPARATOR GROUP 2020/21 AWARDS

J Sainsbury ASQS Dunelm Group N Brown Group
W Morrisons B&M European JD Sports Fashion Next
Tesco Dixons Carphone Kingfisher Frasers (formerly Sports Direct International)
WHSmith
FIGURE 13: PSP AWARDS MADE IN 2026/21 (AUDITED)
Threshold Face value Endof
Basisof award lovel of of award perlformance
% of salary vesting f000 penocd Vesting date
Steve Rowe 175% 20% 1,460  01/04/2023  06/07/2023
Eoin Tonge 175% 20% 1050 01/04/2023  06/07/2023

PSP grants were made as a conditional share award, When calculating the face value of awards to be granted, the number of shares
awarded was multiplied by the average mid-market share price on the five dealing days prior to the date of grant. For the 2020 award,
the share price was calculated as £1.00, being the average share price between 29 June 2020 and 3 July 2020

FIGURE 14: PSP AWARDS VESTING IN 2020/21 (AUDITED)

For directors in receipt of PSP awards granted in 2018, the awards will vest in July 2021 based on three-year performance over the
period to 3 April 2021 Performance has been assessed and it has been determined that 0% of the total award will vest. The Committee
reviewed this level of vesting against the wider business performance of the pericd and determined this level of payment was
appropriate; no discretion was applied either for share price movements or for formulaic vesting outcomes.

Detalls of performance against the specific targets set are shown inthe table below.

The total vesting values shown in Figure 15 directly correspond to the figure included in the single figure table on page 94.

Adjusted EPS

Average ROCE

2000/21  (2018/'9-2020/21)
to) (%) TSR
]
Total vesting
% of award

200819 award 143 of award “J3of award 3ot award
Threshold performance 269 1n.1 Median
Maximum performance 327 141 Upper guartile
Actual performance achieved 11 9.3 Belowmedian
Percentage of maximum achieved 0% 0% 0% 0%

Targets outlined above are stated on a post-IFRS 16 pasis and include adjustments that have been made for the impact of the
investment in Ocado Retail Limited. The original targets were EPS 31.7p-28 7p and ROCE 13.0%-17.0%.

FIGURE 15: VESTING VALUE OF AWARDS VESTING IN 2020/21 (AUDITED)

Ongrant Al the end of perfarmance per od (3 April 2021)
Thvidend -
Number of equivalents Impact Pf Total vesting
shares granted accrued durng share price of award
(inel rghs ssue % of salary  the poerlformance Numberof Number ot performance £000
ad ustment} granted period snares vesung shares laps.ng
Steve Rowe 680,545 250% 52,935 0 733,480 - £0k

Dividend eguivalents accrued during the performance period have beenincluded in the table above.

PSP AWARDS TO BE MADE IN 2021/22

During the year, the Committee reviewed the long-term incentive framework at M&S, agsessing the extent to which it remained
suitable While the 2021 PSP will maintain the measures used for the 2020 PSP awards (30% adjusted EPS, 30% ROCE, 20% relative

TSR and 20% strategic measures), given the continuing uncertainty of theimpact of the p

andemic on macroeconomic factors, the

Committee has again decided to delay the setting of PSP targets. The targets will be disclosed by 31 December 2021 and will be
discussed with sharehaiders prior to confirmation. Having reduced award levels in 2020 to acknowledge the shareholder experience of

Covid-19 and to mitigate against windfall gains from directors awards, the Committee be

lieves, in light of the return of the share price

to pre-pandemic levels, it is appropriate to incentivise the executives and ensure they remain aligned with shareholders' long-term

interests. Itis intended to grant PSP awards of 250% of salary for 2021, noting that the exp
be fewer than in 2020 as a result of the share price recovery over the last 12 months
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RESTRICTED SHARE PLAN (RSP}

RSP AWARDS MADE TO EQIN TONGE IN 2020/21 {AUDITED}

As reported last year and in line with the For the purposes of this award, the share Fﬂ(fvalus vest, Endof pos
approved Recruitment Policy, Eoin Tonge price was calcutated as £1.00, being the © a;éa[;(, " ﬂo?;;tgvszi o
received replacement share awards to average share price between 29 June 2020

cormpensate for the awards that he and 3 July 2020. The vesting timeline for 226 10/12/2020 10/12/2G22
forfeited on resigning from Greencore the first tranche of this awardis in Uine 526  24/08/2027 24/06/2024
Croup PLC. The fair value of these with the time horizons of the criginal 263 19/06/2023 19/06/2025
conditionalshare awards was calculated awards; fgrthe remamingtranches,the Dividend equivalents will be paid on the
taking account of the original ariginal time horizon has been extended vesting date based on the number of

performance pericd and estimated by six rmonths. vested shares.
satisfaction of the performance
conditions of the original awaids.

FIGURE 16: DIRECTORS’ SHAREHOLDINGS (AUDITED)

The table below sets out the totat number of shares held by each executive director serving on the Board during the pericd to
3 Apnl 2021. Shares owned outright include those held by connected persons.

There have been no changesin the current directors’interests in shares or options granted by the Company and its subsidiaries
between the end of the financial year and 25 May 2021, No director had an interest in any of the Company’s subsidiaries at the statutory
end of the year.

m

Unvested ¥

z

With witnout o

performance pertormance :

cond tions condit ons Vosted g

Snares owned Performance Restricted Share unexercisad [=4

outnignt Share Plan Plan aptions ©
Steve Rowe 562,662 3,228,450 - -
Eoin Tonge 277999 1,049,538 789,252 -

FIGURE 17: SHAREHOLDING REQUIREMENTS INCLUDING POST-CESSATION (AUDITED)

All executive directors are required to hold shares eguivalent in value to a minimum percentage of their satary within a five-year period
from their appointment date. For the CEQ, this requirement 1s 250% of salary and for other executive directors the requirement s
200% of salary. A similar requirement of 100% of salary currently applies te members of the Executive Committee below Board level.

The chart below shows the extent to which each executive director has met their target shareholding as at 3 April 2021. For Steve Rowe,
his 250% shareholding requirement is measured from the date he was appointed CEQ. Although the respective target has not yet been
achieved, the Committee is satisfied that no shares granted or held have been sold by either the CEQ or his related parties and that the
CEC’s interests remain strongly aligned with shareholders.

For the purposes of the requirements, the net number of unvested share awards not subject tec performance conditicns is included
and is reflected in the chart below The Committee continues to keep both shareholding reguirement guidelines and actual director
shareholdings under review and will take appropriate action should they feel it to be necessary.

Supporting the Committeg’s intention to drive long-term, sustainable decision-making for the benefit of M&S and our shareholders
andin line with the 2018 Code changes and the Investment Association’s updated guidelines, in 2020 the Committee approved the
extension of shareholding guidelines beyond the time at which an executive director leaves M&S. Directors are required to maintain
their minimum shareholding requirement, or, if their level of shareholding is below this, their actual shareholding for two years after
leaving M&S. For the avoidance of doubt, the Committee has approved all vesting awards from 2020 grants onwardsto be held ina
nominee vehicle to ensure the successful eperation of this policy.

Forthe purposes of this calculation, an average share price is used to reduce the impact of share price volatility on the results The
average share price for the year was £1.16, with resultant shareholdings illustrated in the chart below At 3 April 2021, the share price
was £1.524, which would increase the CEO's and CFO's total shareholding by 33% (106% of salary) and 31% (177% of salary) respectively.

Steve
Rowe

| 81% 250% of salary

Eoin

Tonge |135% 200% of salary

@ Shares owned outrnight @ Unvested DSBP/RSP shares  Shareholding requirement
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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS REMUNERATION CONTINUED

EMPLOYEE SHARE SCHEMES

ALL-EMPLOYEE SHARE SCHEMES
(AUDITED)

Executive directors may participate in
beoth ShareSave, the Company'’s Save As
You Earn Scherne, and ShareBuy, the
Company’s Share Incentive Plan, on the

same basis as all other eligible colleagues.

Further details of the schemes are set out
in note 13 to the financial staterments on
pages 153 to 155,

DILUTION OF SHARE CAPITAL BY EMPLOYEE SHARE PLANS

Awards granted under the Company’s
Save As YouEarn Scheme and
discretionary share plan can be

met by the issue of new shares when
the options are exercised of through
market purchase shares.

The Company monitors the number
of shares issued under these schemes
and theirimpact on ditution timits. The

FIGURE 18; All share plans

Actual
Limnit

8.86%
10%

FIGURE 19: Executive share plans

Actual 2.28%
Company's usage of shares compared Limit -
with the dilution limits set by the
Investment Association in respect of all
share plans (10% in any roiling ten-year
period) and executive share plans
(5% in any rolting ten-year pericd)
asat 3 April 2021 is as foliows.
FIGURE 20: EXECUTIVE DIRECTORS’ INTERESTS IN THE COMPANY’S SHARE SCHEMES (AUDITED}
Maxmum [Hwidend Max mum
recovable sl Awarded dur ng  Exercised dur ng Lapsed dur ng enuivalents recenvable at
29March 2020 Lne year tne year the year accrued 3 April 2021
Steve Rowe
Performance Share Plan 2499156 1,459,732 267,878 566,932 104,372 3,228,450
Deferred Share Bonus Plan 20,744 - 90,744 - - -
SAYE 9,557 21951 - 9,557 - 21,951
Total 2,599,457 1,481,683 358622 576,489 104,372 3,250,401
Eoin Tonge
Performance Share Plan - 1,049,538 - - - 1,049,538
Restricted Share Plan - 1,315,420 526,168 - - 789,252
SAYE - 21,851 - - - 21,951
Total - 2,386,209 526168 - - 1,860,741

The aggregate gain for Steve Rowe arising in the year from the exercise of awards granted under the DSBP and the PSP totalled
£395,471 based on the respective share price ¢n the date of exercise of £1100 and £1.113. The aggregate gain for Ecin Tonge arising
during the year frorm the exercise of awards granted under the RSP totalled £718,845 based ona share price on the date of exercise
of £1.3661. The market price of the shares at the end of the financial year was £1 524; the highest and towest share price during the
financial year were £1.588 and £0.85C respectively.

Figure 21 shows the time harizons of outstanding discretionary share awards {including dividend equivalent shares accrued during
the performance period) for all directors serving on the Board during the year,

FIGURE 21: VESTING SCHEDULE OF EXECUTIVE DIRECTORS’ OUTSTANDING DISCRETIONARY SHARE AWARDS

Max mum 202°422 2022/23 2023/24
recoivable at
3Apnl 2021
(all d s¢retionary Maximum Max mum Maximurnm
sehemes) rece vaole Laosed recevable Lapsed recevable Lansed
Steve Rowe Performance Share Plan 3,228,450 - 733480 1035238 ~ 1,459732 -
Eoin Tonge Performance Share Plan 1,049,538 - - - - 1,048,538 -
Restricted Share Plan 789252 - - 526,168 - 2632084 -

As reported on page 98, the 2018 PSP awards included within the totals shown in Figure 21 will vest at 0% in July 2021, This has been
reflected above inthe 2021/22 Lapsed column.
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EXECUTIVE DIRECTORS'REMUNERATION CONTINUED

FIGURE 22: PERFORMANCE AND CEO REMUNERATION COMPARISON

This graph illustrates the Company’s performance against the FTSE 100 over the past 10 years. While M&S is not currently a constituent
of the FTSE 100 Index, the Committee feels that it remains the most appropriate comparator. The calculation of TSR is in accordance
with the relevant remuneration regulations. The table below the TSR chart sets out the remunaration data for directors undertaking
the role of CEO during each of the last 10 financial years.

2010471 20112 2012/13 207314 200415 2075416 20617 20017/18 2018119 2019720 2020421

= Marks and L Em

Spencer 200 40
Groupplc (£}

-FTSE00 TN e, *
Index () e e rsensreneoprt o S
Saurce weee ST T e 30
Thomsan e et T et ——, T 2
Routers e et 28,0315 02/04/16
. ' oyoan; 20
CEC single 00 N
e figure za/03 040472 OIS oane
remuyneration 13
(£000)
50 oz04/n 1
28/03/20 :
) ® ) ® o ® [ o ® [ ®
CEO
CEOC single Steve Rowe - - - - - 1.642 1,123 1,517 1,205 1,068
figure (£000}  Marc Bolland 3,324 2142 1568 2.095 2,015 - - - R -
Annualbonus  Steve Rowe - - - - - 36.98% 0 00% 0.00% 0.00% 000%
payment
(% of maximum) Marc Bolland 34 00% 42 50% 0.00% 30 55% 3190% - - - - -
PSP vesting Steve Rowe - - - - - 0 00% 8 20% 34.0% 11.20% 000%
(% of maximum) Marc Bolland 31.96% 0.00% 760% 470% 4.80% - - - - -
FIGURE 23: PERCENTAGE CHANGE IN DIRECTORS' REMUNERATION
% change 2019/20 - 2020/2| The table sets out the annual percentage
s L?OW??U Bemel N | change in salary, benefits and bonus for
ase salary/ Ejs ene ‘:’ Lo eee each director compared with that of the
Steve Rowe 0% -36.8% — average full-time equivalent total reward
Ecin Tonge 0% - -  forall UK ceclleagues.
Archie Norman 0% 4% N/A For non-executive directors, benefits
Andy Halford 0% 0% N/A  comprise taxable expense
Alison Brittain 0% 0% N/A  reimbursements relating to travel,
Andrew Fisher 0% 100% N/A accomrﬁodat_iohnti]nd stbscijstence in J
Katie Bickerstaffe 0% 100% N/A connectionwith the attendance at Boar
: - - " and Committee meetings during the
Pip McCrostie 0% 0% N/A  year The significant change in the taxable
Justin King 0% 100% N/A  kenefitsis aresult of travel being
Tarnara Ingram 0% - N/A  impacted by Covid-19 and not a change
Sapnz Scod 0% _ N/A inthe benefits policy.
UK colleagues (average FTE) 0% 0% -

FIGURE 24: RELATIVE IMPORTANCE OF SPEND ON PAY

The table opposite illustrates the 2019/20 2020/

Company's expenditure on pay in fm £m #change
comparison with profits before tax and Total colleague pay 1,464.4 1,437.7 -1.82%
distributions to shareholders by way of Tatal returns to shareholders 1911 Nil -100%
dividend payments and share buy-back. Croup PBT before adjusting items 4031 4.6 -89.70%

Total colleague pay is the total pay for
all Group colleagues. Group PBT before
adjusting items has beenused as a
comparisen as this is the key financial
metric which the Board considers when
assessing Company performance.
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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS' REMUNERATION CONTINUED

FIGURE 25: SERVICE AGREEMENTS

in line with our Policy, directors have
rotling contracts which may be terminated
by the Company giving 12 months’ notice
ot the director giving six months' natice.

CHANGES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2020/21

DIRECTORS APPOINTED TO THE BOARD

Eoin Tonge jcined the Board on 8 June
2020 as Chief Financial Officer. His basic
annual salary is £600,000. Eoin does not
receive a pension supplement or car
allowance, Eoin has joined the pension
scheme on the same terms as all other
colleagues. Eoin received temporary
short-term travel and accommodation
allewances in the year. In line with the

EXTERNAL APPOINTMENTS

Date of
appo nlment Notice penod
Steve Rowe 02/04/2016 12 months/a months
Eoin Tonge 08/06/2020 12 months/6 months
Company's recruitment policy, Eoin PAYMENTS FOR THE

received a replacement share award to
compensate him for shares forfeited by
him joining M&S. These shares will vest
broadly in line with the original award time
harizons although some have been
extended by sixmonths. Further details of
Eoin's award is set out on page 99. The rest
of Eoin’s incentive arrangements are
aligned with that of an executive director.

LOSS OF OFFICE {audited)

There were na payments made for loss
of office during the period.
PAYMENTS TO PAST

DIRECTORS {audited)

There were no payments made to past
directors during the period.

The Company recognises that executive
directors may be invited to become
non-executive directors of other
companies and that these appointments

can broaden their knowledge and
experience to the benefit of the Company.
The policy is for the individual director
toretain any fee. There are currently

no external appointments held
by the executive directors.

FIGURE 26: NON-EXECUTIVE DIRECTORS’ TOTAL SINGLE FIGURE REMUNERATION (AUDITED}

Non-executive directors receive fees
reflecting the time commitment, demands
and responsibilities of the role. Fees paid
to the non-executive directors and Board
Chairman for 2020/21 and 2019/20 are
detailed in the table opposite

Benefits include expense reimbursements
relating to travel, accommaodation and
subsistence in connection with the
attendance at Board and Committee
meetings during the year, which are
deemed by HMRC to be taxable.

The amounts in the table opposite
include the grossed-up cost of UK tax
paid by the Company on behalf ofthe
non-executive directors. Non-faxable
expense reimbursements have not been
includedinthe table.

During the year, fees for all non-executive
directors were reviewed., Taking into
account therelevant market data and the
increases for the wider workforce, it was
agreed that the basic non-executive fee
will be increased by 1% to £72,215 with
effect from 1July 2021. The Board
Chairman was similarly awarded an
increase of 1% with effect from 1 July 2021,
The total aggregate fee for the Board
Chairman will be increased to £618,000
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Fee levels will be reviewed again during 2022/23 as per the normal annual process.
.9 B B |

Basic fees Additional Benefits Total
£000 fees £000 £000
£000
Director Year
Archie Norman 2020/ 71 541 5 617
2019420 71 538 19 628
Andy Halford 2020/21 7 31 c 102
2019/20 7! 3 0 102
Alison Brittain 2020721 18 6] 8] 18
{to 3 July 2020} 2019720 71 ¢} 0 71
Andrew Fisher 2020/21 71 16 ] 87
2019/20C 71 15 2 38
Katie Bickerstaffe 2020/21 6 0 0 6
{to 27 April 2020) 2019/20 7 0 3 74
Pip McCrostie 2020/2 7 0 0 71
{to 24 March 2021} 2019/20 71 0 0 7
Justin King 202072 71 0 ! 72
2019/20 Al 0 o 71
Tamara [ngram 2020/21 60 5 Q 65
{from 1 June 2020) 2019420 0 0 o 0
Sapna Sood 2020/21 60 0 0 60
{from 1 June 2020) 2019420 0 0 0 0
Evelyn Bourke 2020/21 12 0 0 12
(from 1 February 2021)  2019/20 0 0 o 0



NON-EXECUTIVE DIRECTORS' REMUNERATION CONTINUED

FIGURE 27: NON-EXECUTIVE DIRECTORS’ SHAREHOLDINGS (AUDITED)

The non-executive directors are not
permitted to participate in any of the
Company’s incentive arrangerments.
All non-executive directors are required
to build and maintain a shareholding
cfat least 2,000 shares in the Company
upon joining M&S.

The table opposite details the
shareholding of the non-executive
directors who served on the Board during
the year as at 3 April LU21 {or upon therr
date of retiring from the Board), including
those held by connected persons.

Changes in the current non-executive
directors’interestsin shares in the
Company and its subsidiaries between the
end of the financial year and 25 May 2021
{or upon their date of retiring from the
Board)are shown in the table opposite.

FIGURE 28: NON-EXECUTIVE DIRECTORS' ACREEMENTS FOR SERVICE

Number of Numiper of

shares held snares neld

asat 3April asat 25 May
Direclor 202 202
Archie Norman 148,600 Nochange
Andy Halford 25,200 Nochange
Alison Brittain 6,115 Nochange
Andrew Fisher 4,243 Nochange
Katie Bickerstaffe 24800 Nochange
Pip McCrostie 7,200 Nochange
JustinKing 654,000  Nochange
Tamara Ingram 0 2,000
Sapna Sood 2,000 Nochange
Evelyn Bourke 50,000 Nochange
Fiona Dawson 0 12,352

Non-executive directors have an
agreement for service foran initial
three-year termwhich can be terminated
by either party giving three months’
notice {six months for the Chairman).

The table opposite sets out these terms
for all current members of the Board.

Director Date o’ apponiment Notice oenod
Archie Norman 01/09/2017 6 months/& months
Andy Halford o1/0/2013 3months/3 months
Andrew Fisher 01/12/2015 3 months/3 months
JustinKing /01,2019 3months/3 months
Tamara Ingram 01/06/2020 3Imonths/3 months
Sapna Sood 01/06/2020 3 rmonths/3 months
Evelyn Bourke 01/02/2021 3 months/3 months
Fiona Dawson 25/05/2021 3 months/3 manths

NON-EXECUTIVE DIRECTOR CHANGES TO THE BOARD DURING 2020/21

DIRECTORS APPOINTED TO THE BOARD

Evelyn Bourke jcined the Board as a
non-executive director on 1 February 2027.
Evelynreceives the standard annual
non-executive director fee of £71,500
(increasing to £72,215 with effect from
1July 2021) and is a member of the
Nomination and Audit Committee.

Fiona Dawson joined the Board as a
non-executive director on 25 May 2021
Ficna receives the standard annual
non-executive director fee of £71,500
{increasing to £72,215 with effect frem
1July 2021y and is @ member of the
Nomination Committes.

ROLE CHANGES WITHIN THE BOARD

Katie Bickerstaffe stepped down from
the Board at the AGM on 3 July 2020, she
started in her role of Chief Strategy and
Transformation Directoron 27 April 2020.

DIRECTORS RETIRING FROM
THE BOARD

Pip McCrostie retired as a non-executive
director and stepped down from the
Board on 24 March 2021, As i1s reguired
from a reporting perspective, we can
confirm that there were no payments
made for loss of office to Pip.
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REMUNERATION REPORT CONTINUED

REMUNERATION COMMITTEE

REMUNERATION COMMITTEE REMIT

During the year, the Remuneration Committee reviewed the Terms of Reference ensuring that they reflected the government's
latest recommendations and the revised principles of the Remuneration Policy, as set out in the UK Corporate Governance Code
2018. In particular the Committee, in its support of the Nomination Committee, expanded its remit to specifically discuss the talent
and succession in the senior leadership group and associated pay arrangements, The Terms of Reference can be found cn the
Company’s website at corporate.marksandspencer.com/finvestors/corporate-governance/governance-framework

KEY RESPONSIBILITIES

The role of the Commuttee continues to have a
strong focus on ensuring an appropriate
atignment between the remuneration of
executive direclors, the Executive Commiltee
and that of colleagues across M&S, ensuring
that the serior remuneration frameworkis
strategically aligned with the business bul
that it also attracts and recognises the talent
required to drive transfarmation and cultural
change within M&S The respansibilities are
broadiy as fallows

- Setting remuneration policy and practices
that are designed to supporl strategy and
promote the long-term success of M&S
while following the below principles:

Clarity - remuneration arrangements
are lransparent and promote effective
engagement with shareholdersand

the workforce

Simplicity -remuneration structures are
uncomplicated, and their rationale and
operation are easy to understand

Risk - ensure that reputational and other
risks from excessive rewards, and

behavioural risks that can artse from
target-based incentive plans,
are identified and miligated.

Predictability - the range of possible
values of rewards Lo executive direclors
areidentified and explained at the time
of approving the pelicy.

Proporttionality - the link between
individuat awards, the delivery of
strategy and the long-term performance
of the Company is clear Qutcomes
should nol reward poor performance

Alignment with culture - incentive
schemes Lhat drive behaviours
consistent with M&S’s purpose, values
and strategy.

- Determining the terms of employment and
rermuneration for the executive directors
and the Executive Committee, including
recruitment and termination arrangements

- Caonsidering Llhe appropriateness of Lhe
senior remuneraticn framework and
exercising independent judgementand

REMUNERATION COMMITTEE AGENDA FOR 2020/21

discretion when authorising remuneration
outcomes, taking account of Company and
individual performance, and the context of
the wider workforce

Noting thetotal pay budgets including salary,
bonus and share schere allocations across
all of M&S together with the principles of
allocation to ensure appropriate consistency
with the senior pay frameworks.

Approving the design, targets and Lotal
payments forall performance-related pay
schemes operated by M&S, seeking
shareholder approval where necessary

Assessing the appropriateness and
subsequent achievernent of performance
targetsrelaling to any share-based
incentive plan for the executive directors
and Executive Committee.

Receiving direcl feedback from BIG, the
Group’s colleague representative body,
colleague voice surveys and managerment
reporis to ensure colleague views on Group
culture, including remuneration strategy
and inclusion and diversity are considered

REGULAR ITEMS
Pay arrangements

- Withinthe terms of the M&S Remuneration
Policy, approval of the remuneration
packages for the execulive directors, the
Executive Committee, and any termination
paymentswhere applicable.

- Consideration ofthe appropriateness of
Lhe senior remuneration framework nthe
context of the rest of the organisation and
external governance,

-~ Noting of the total budgeted salary
expenditure acress M&S, ensuring principles

for reward allocation are aligned across M&S.

Annual Bonus Scheme

— Review of achievements against 2020/21
performance objectives [or executive
directors and the Executive Commitiee

- Approval of targets far the 2021/22 Annuat
Bonus Scheme ensuring that the
performance condilions are transparent,
stretching and rnigorously applied.

- Approvalof the 2021/22 indwidual
performance objectives for executive
directors and the Executive Commitiee

EFFECTIVENESS OF THE
REMUNERATION COMMITTEE

- Notingof the total budgeted expenditure
for the Annual Bonus Scheme across M&S.

Long-term incentives

- Approvatof 2021 PSP awards for Lthe
executive directors and the Executive
Committee, following engagerment with
key stakeholders.

- Approval of the vesting level of the 2018
PSP awards across M&5S.

- Regular review of all in-flight performance
share plans against targets

- Consideration of long-term share awards
granted to coileagues below Executive
Committee level.

Governance and external market

- Review of the M&S Remuneration Policy,
ensuring that it cortinues Lo support the
long-term success of M&S and is aligned
with the 2018 UK Carporate Covernance
Code, olher external governance and
emerging beslt practice

- Review the appropriateness of the
senior remuneration framework in the
context of the rest of the organisation
and external governance

2021722 ACTION PLAN

Approval of the Directors' Rermuneralion
Report for 2020/21 and review of the AGM
voling gutcome forthe 2019/20 Report

Review of the Commiltee’s performance

in 2020/271, including assurance that the
principles of the revised Terms of Reference
and broader remit of the Commitiee

are embedded.

Assessment of the external market
when considering remuneration
arrangements for executive directors
andthe Executive Committee,

Review Lthe effectiveness and transparency
of remuneration reporting

Noting of direct feedback from the
Business involvernent Croup (BIC), M&S's
colleague representative body, to ensure
that all employee views are received and
considered by the Board when making
remuneration and reward decisions

Talent planning

Noting the performance management
process across the business.

Discussing senior leadership talent and
succession planning

- Approve the 2021 PSP targets ensuring
appropriate alignment between driving
exceptional performance and motivating
and retaining top talent

- Continue to review the pay framework for
seniorleaders of the business with thosein
the wider workforce to ensure a fairness of
principtes inline with M&S's values

The Committee’s performance was reviewed

as part of the 2020/21 externally faclitated

Board Evaluation The review found that the
Committee functions effectively and ensures -
asound independent review of remuneration
policies across the business

- Supporlthe work of the Nomination
Committee through the assessment of
senicr leadership tatent, succession
planning and associated pay arrangements.

Review and discuss the link between ESG,
executive pay and ncentives lo ensure
appropriate focus on Plan A goals with
strategic and transformational performance
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REMUNERATION COMMITTEE CONTINUED

FIGURE 29: REMUNERATION COMMITTEE MEETINGS

The table opposite details the
independent non-executive directars
that were members of the Committee
during 2020/21.

COMMITTEE ADVISERS

Member Maximum Number of % of
since possible meetings meetings
meetings attended attended

MEMBER
Andrew Fisher 1 October 2018 8 8 100%
(Cormmittee Chair)
Archie Norman 3 November 2017 8 8 10C%
Katie Bickerstaffe 10 July 2018 2 2 100%
(to 27 April 2020)
Tamara Ingram N Septemiber 2020 5 5 100%

In carrying out its responsibilities,

the Committee is independently
advised by external advisers. The
Committee was advised by PwC during
the year. PwC is a founding member of the
Remuneraticn Consultants Group and
voluntarily operates under the Code

of Conduct inrelation to executive
remuneration consulting in the UK,
The code of conduct can be found at
remunerationconsultantsgroup.com

The Committee has not explicitly
considered the independence of the
advice it receives, although it regularly
reflects on the quality and objectivity of
this advice. The Committee s satisfied
that any conflicts are appropriately

managed, PwC was appointed by the
Committee as its independent advisers

in 2014 following a rigorous and
competitive tender process. PwC provides
independent commentary on matters
under consideration by the Committee
and updates on legislative requirements,
best practice and market practice. PwC’s
fees are typically charged on an hourly
basis with costs for work agreed in
advance. During the year, PwC charged
£54,000 for Remuneration Committee
matters. Thisis based on an agreed fee for
business as usual support with additicnal
work charged at hourty rates. PwC has
provided tax, consultancy and risk
consulting services to the Group in the
financial year

REMUNERATION COMMITTEE STAKEHOLDER AND SHAREHOLDER ENGAGEMENT

The Committee alsc seeks internal
support from the CEQ, CFO, Ceneral
Counsel & Company Secretary and the
Head of Executive Reward & Pay
Covernance as necessary All may attend
the Committee meetings by invitation but
are not present for any discussions that
relate directly to their own remuneration.

The Committee also reviews external
survey and bespoke benchmarking
data, including that published by
Acn Hewitt Limited, KPMG, PwC,

FIT Remuneration Consultants,

Korn Ferry and Willis Towers Watson.

The Committee is committed toc ensuring
that executive pay remains ccmpetitive,
appropriate and fair in the context of the
external market, Company performance
and the pay arrangements of the wider
workforce. In collaboration with the
Head of Executive Reward & Pay
Covernance, the Committee gives
colleagues, through colleague
representatives, the opportunity to raise
guestions or concerns regarding the

remuneration of the executive directors.
During the year, colleague representatives
were given the opportunity to raise ther
views with the Remuneration Committee
via the BIC chair. Details of the directors’
pay arrangerments were discussed in the
context of the reward framework for the
rest of the organisation and external
factors; no concerns were raised either
during these discussions or subseguently.

The Committee is committedto a
continuous, open and transparent
diatogue with shareholders on the issue
of executive remuneration. As described
inthe Committee Chair’s letter, dialogue
continued during the year, cn the PSP
proposed measures and weightings.
Shareholders were positive in their
feedback and confirmed that the targets
set aligned with their expectations.

SHAREHOLDER SUPPORT FOR THE REMUNERATION POLICY AND 2019/20 DIRECTORS’ REMUNERATION REPORT

At the Annual Ceneral Meeting on 3 July
2020, 67.65% of sharcholders voted in
favour of approving the Directors’
Remuneration Repert for 2019/20.

In addition, 97.14% of shareholders voted

in favour of the Remuneration Policy.
The Committee believes that this
illustrates the strong level of shareholder
suppert for the senior remuneration
framework. The table below shows full

details of the voting outcomes for the
2019/20 Directors’ Remuneration Report
and Remuneration Policy.

FIGURE 20: VOTING OUTCOMES FOR THE REMUNERATION POLICY AND 2019/20 REMUNERATION REPORT AND
REMUNERATION POLICY AT THE 2020 AGM

Votes for % Votesfor Votes aga nst % Voles agamnst Votes withheld
Remuneration Policy 1125,697134 9714%  33,187602 2.86% 942,792
2019/20 Remuneration Report 1,131,776,274 97.65% 27184460 2.35% 867638

APPROVED BY THE BOARD

Andrew Fisher, Chair of the
Remuneration Committee
London, 25 May 2021

Tnis Remunerat on Policy and these remuneration reports have oeenpreparedin accardance withthe relevant pravisionof the Companes Act 2006 andonthebasisprescrbed
Intae Large and Mediumn-sized Comoanies and Groups (Account s and Reports) (Amendment) Regulations 2013 ("the Regulations”) Where required, data nas beenaudted by

Delaitteand thisis nd cated appropr ately
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OTHER DISCLOSURES

DIRECTORS’ REPORT

Marks and Spencer Group plc (the
“Company”)is the holding company of
the Marks & Spencer Croup of companies
{the “Group”).

The Directors Report for the year ended
3 April 2021 comprises pages 58 to 110 and
pages 210 to 211 of thisreport, together
with the sections of the Annual Report
Incorporated by reference. As permitted
oy legislation, some of the matters
required ta be included inthe Directors’
Report have instead beenincluded in the
Strategic Report on pages 1o 57, as the
Board considers them to be of strategic
importance Specifically, these are:

— Future business developments
(throughout the Strategic Report).

- Risk managemment on page 47.

- Details of branches operated by the
Company on pages 9to 23.

- Total global M&S greenhouse gas
emissions 2020/21 on page 32.

- Information on how the directors
have had regard for the Company’s
stakeholders, and the effect of that
regard, on pages 34 to 36,

The Strategic Report and the Directors’
Report together formthe Management
Report for the purposes of the Disclosure
Cuidance and Transparency Rules
(DTR)4.18R.

Information retating to financial
instruments car be found on pages 164
to 175 and 1s incorporated by reference

For information on aur approach to

sacial, environmental and ethical matters,

please see our ESC Committee report on
pages 73 to 76, and refer to our Plan A
website marksandspencer.com/plana.
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Other information to be disclosed inthe
Directors Report is given in this section.

The Rirectors’ Report fulfils the
requirements of the corporate
governance statement for the
purposes of DTR7.2.3R Further
information is available online at
marksandspencer.com/thecompany.

Both the Strategic Report and the
Directors’Report have been drawnup
and presented in accordance with, andin
reliance upon, applicakle English
company law, and the liabilities of the
directorsin connection with those reports
shall be subject to the limitations and
restrictions provided by such law

INFORMATION TO BE DISCLOSED

Cifective date of

UNDER LR 9.8.4R
Page
Listing Rule Dretail reterence
9.84R(1)(2) Not applicable N/A

(5-14) (A) (B)

G8A4AR(4)  Long-term 85-87,
incentive schemes 90-93
and
97-98

BOARD OF DIRECTORS

The membership of the Board and
biographical details of the directors

are provided on pages 62 and 63. Changes
to the directors during the year and up to

the date of this repert are set out opposite.

Detarls of directors' beneficial and
non-beneficial interests in the shares of
the Company are shown on pages 99,100
and 103 Options granted to directors
under the Save As You Earn (SAYE) and
Executive Share Cption Schemes are
shown on page 100. Further information
regarding employee share option
schemes is provided in note 13 to the
financial statements on pages 153 to 155.

departuief
Name Role appointmenl
Departures
Pip Non-Executive 24 March
McCrostie  Director 2021
Alison Non-Executive 3 Jduly 2020
Brittain Director
Katie Non-Executive 3 July 2020
Bickerstaffe Director
Appointments
Eoin Executive 8 June 2020
Tonge Director
Sapna Non-Executive  1June 2020
Sood Director
Tamara Non-Executive 1June 2020
Ingram Director
Evelyn Non-Executive  1February
Bourke Director 2021
Fiona Non-Executive 25 May 2021
Dawson Director

The appointment and replacement of
directorsis governed by the Company's
Articles of Association (the "Articles™),

the UK Corporate Governance Code

{the "Code™), the Companies Act 2006 and
related legislation. The Articles may be
amended by a special resolution of the
shareholders. Subject ta the Articles,

the Companies Act 2006 and any
directions given by special resclution,
the business of the Company will be
managed by the Board who may exercise
all the powers of the Company.

The Company may, by ordinary resolution,
declare dividends not exceeding the
amount recommended by the Board.
Subject to the Companies Act 2006, the
Board may pay interim dividends and also
any fixed rate dividend, whenever the
financial pesition of the Company, in the
opinion of the Board, justifies its payment.

The directors may from time to time
appoint one or more directors The Beard
may appoint any person to be a director
(solong as the total number of directors
does not exceed the limit prescribedin
the Articles) Under the Articles, any such
director shall hold office only until the
next Annual Ceneral Meeting ("ACM")
where they will stand far annual election.




DIRECTORS' CONFLICTS OF INTEREST

The Company has procedures in place for
rmanaging conflicts of interest. Shcould a
director become aware that they, or any of
their connected parties, have aninterest
in an existing or proposed transaction
with Marks & Spencer, they should notify
the Board in writing or at the next Board
meeting. Internal controls are in place to
ensure that any related party transactions
involving directors, or their connected
parties, are conducted on anarm's length
basis. Directors have a continuing duty

to update any changes to these conflicts.

DIRECTORS’ INDEMNITIES

The Company maintains directors and
officers uability insurance which provides
appropriate cover for legal action brought
againstits directors, The Company has
also grantedindemnities to each of its
directors and the Company Secretary

to the extent permitted by law. Qualifying
third-party iIndemnity provisions (as
defined by Section 234 of the Companies
Act 2006) were in force during the year
ended 3 April 2021 and remain inferce in
relation to certain losses and Liabilities
which the directors (or Company
Secretary) may incur te third parties in the
course of acting as directors or Company
Secretary or employees of the Company
or of any associated company. Gualifying
pension scheme indemnity provisions {as
defined by Section 235 of the Companies
Act 20086) were in force during the course
of the financial year ended 3 April 2021 for
the benefit of the Trustees of the Marks &
Spencer UK Pensicn Scheme, bothin

the UK and the Republic of Irelana.

PROFIT AND DIVIDENDS

During the financial year, 556 ordinary
sharesin the Company were issued
under the terms of the United Kingdom
Employees’ Save As You Earn Share
Option Scheme at a price of 151p.

In addition, during the period, ordinary
shares were issued to satisfy employee
share awards at a price of 25p as follows:

Performance Share Plan 861,888
Restricted Share Plan 4,351,339
Deferred Bonus Share Plan 1,240,000

© Thisinrindes shares ssuedlo satisly the Company's
5% Covid-19 award made tocolleagues forworking
through the pandem c

Details of movernentsin the Company’s

issuad share capital can be found in

note 24 to the financial statements

onpage 177,

RESTRICTIONS ON TRANSFER
OF SECURITIES

The (loss)forofit for the financial year,
after taxation, ameounts to £{194.4m}

{last year £27.4m). The directors have
declared dividends as follows:

Orchinary shares frm

No proposed interim dividend
{last year 3.9p per share) -

There are no specific restrictions on the
transfer of securities in the Company,
which is governed by its Articles of
Association and prevailing legislation.
The Company is not aware of any
agreements between holders of securities
that may resultin restrictions on the
transfer of securities or that may result

in restrictions on voting rights.

VARIATION OF RIGHTS

Subject to applicable statutes, rights
attached toany class of share may be
varied with the written consent of the
holders of at least three-quartersin
nominal value of the issued shares of
that class, or by a special resolution
passed at a separate general meeting
of the shareholders.

RIGHTS AND OBLIGATIONS
ATTACHING TO SHARES

Subject to the provisions of the
Companies Act 2006, any resolution
passed by the Company under the
Cormpanies Act 2006 and other
shareholders’rights, shares may beissued
with such rights and restrictions as the
Company may by ordinary resclution
decide, or (if there is no such resolution

or so far asit does not make specific
provision) as the Board may decide.

POWERS FOR THE COMPANY ISSUING
OR BUYING BACKITS OWN SHARES

The Company was authorised by
shareholders at the 2020 AGM to purchase
In the market up to 10% of the Company's
1ssued share capital, as permitted under
the Company’s Articles. No shares were
bought back under this authority during
the year ended 3 April 2021 and up tothe
date of thisreport.

INTERESTS IN VOTING RIGHTS

Information provided to the Company
pursuant to the Financial Conduct,
Authority's (FCA) Disclosure Guidance
and Transparency Rules (DTRs)is
published on a Regulatory Information
Service and on the Company’s website.
As at 3 April 2021, the following
information has been recerved, in
accordance with DTR 5, from holders of
notifiable interests inthe Company’s
issued share capital.

Netifiable nterests

Votingrights

The information provided below was
correct at the date of notification;
however, the date received may not
have beenwithin the current financial
year. |t should be noted that these
holdings are likely to have changed
since the Company was notified.
However, notification of any change is
not required until the next notifiable
threshold is crossed.

% of capital
disclosed Natureof holding as per disclosure

No proposed final dividend Schroders plo 90,153,730 5 549" Indirect interest (5.547%),
{last year no proposed final CFD {0.001%)
leld-efjd) - Citadel LLC and its group 97,679,549 5.00052" Equity swap
No dividend proposed for Blackrock, Inc. 112,631,280 574 Indirectinterest (5.08%),
2020/21 securities lending (0.43%),
{last year 3.9p per share) - CFD{0.23%)

RWC Asset 104,965,660 5.38 Indirect interest
SHARE CAPITAL Management LLP
The Company's 1ssued ordinary share Norges Bank 78,149,847 399 Directinterest (3.98%),

capital as at 3 April 2021 comprised a
single class of ordinary share. Each share
carries the right to one vote at general
meetings of the Company.

securities lending (0.1%)

* [isclosures made priortothe 2009 rights 1ssue

“* Disclosed on 15 Septemoer 2020 Afurther disclosure was mada on 5 September notifying the Company
that Citadel'sholding hao decreased below the 5% not f able threshold. which did not state the new position
In the period from 3 April 2021 to the date of this report, we received four further
notifications in accordance with DTR 5 from Blackrock Inc, the most recent of
which was on 24 May 2021, disclesing a holding of 107,746,080 ordinary shares
(5.49%, broken down as follows: Indirect 5.01%; Securities lending, 0.39%; and

CFD, 0.05%).
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This standard authority is renewable
annually; the directors will seek to renew
this authority at the 2021 AGM.

The directors were granted authority
atthe 2020 ACM to allot relevant
securities up to a nominalamount of
£162,504,984. This authaority will apptly
untit the conclusion of the 2021 ACM. At
this year's AGM, depending on the voting
cutcome of resolutions 15,16 and 22, which
have the effect of reducing the nominat
value of the Company’s ordinary shares
from £0.25 to £0.01, shareholders will be
asked to grant an authoerity to allot
relevant securities (i) up to anominal
amount of {a) £163,043,966 (if resolution 15
1s not passed) or (b} £6,521,758.64 (if
resolution 15 is passed) and (i} comprising
equity securities up to a nominal amount
of (a} £326,087932.25 (if resolution 15 is not
passed) or (b) £13,043,517 29 (if resolution
15 is passed) (after deducting from such
limit any relevant securities allotted under
(1), in cennection with an offer of arights
issue {the Section 551 amount), such
Section 551 amcunt to apply until the
conclusion of the AGM to be held in 2022
or, if earlier,on 1 Qctober 2022

A special resolutionwill also be proposed
torenew the directors powers to make
non pre-emptive 1ssues for cashin
cennection with rights issues and
otherwise up to a nominal amount of

(1) £24,456,595 (if resolution 15 is not
passed) or (i) £978.263.80 (if resolution 15
is passed). In addition, this year a separate
special resolution will be proposed, in line
with institutional shareholder guidelines,
Lo authorise the directors to make
non-pre-~emptive issues for cashin
connection with acquisitions/specified
capitalinvestments, up to a further
nominalamount of (i) £24,456,595

(if resolution 15 is not passed) or (ii)
£978,263 80/(if resolution 15 is passed).

Aspecial resolution will also be proposed
to renew the directors’authority to
repurchase the Company's ordinary
shares in the market. The authority will
be limited to a maximum of 195 652,759
crdinary shares and sets the minimum
and maximum prices which will be paid.
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OTHER DISCLOSURES CONTINUED

DEADLINES FOR EXERCISING
VOTING RIGHTS

Votes are exercisable at a general meeting
of the Company in respect of which

the business being voted upon is being
heard. Votes may be exercised in person,
by proxy or,in relation to corperate
mernbers, by corporate representatives.
The Articles provide a deadline for
submission of proxy forms of not less than
48 hours before the time appointed for
the holding of the meeting or adjourned
meeting. However, when calculating the
48-hour period, the directors can, and
have, decided not to take account of any
part of a day thatis not a working day.

SIGNIFICANT AGREEMENTS -
CHANGE OF CONTROL

There are a number of agreements to
which the Company is party that take
effect, alter or terminate upon achange
of control of the Company following a
takeover bid. Details of the significant
agreements of this kind are as follows:

- The $300m US Notes issued by the
Company tovarious institutionson 6
December 2007 under Section 144a of
the US Securities Act contain an option
such that, upon a change of controt
event, combined with a credit ratings
downgrade to below sub-investment
tevel, any nolder of such a US Note may
require the Company tc prepay the
principal amount of that US Note.

- The amended andrestated £1.1bn
Credit Agreement dated 16 March 2016
{originally dated 29 Septembar 20113
between the Company and various
banks contains & provision such that,
upon a change of control event, unless
new terms are agreed within 60 days,
the facility under this agreement will
be cancelled with all outstanding
amounts becorming immediately
payable with interest.

~ The amended and restated Relationship

Agreement dated 6 October 2014
(originally dated S Novernber 2004 ag
amended on 1 March 2005), between
HSBC and the Company and relating to
M&S Bank, contains certain provisions
which address a change of control of
the Company. Upon a change of control,
the existing rights and obligations of
the parties inrespect of M&3 Bank
continue and HSBC gains certain limited
additional nghts in respect of existing
customers of the new controller of

the Company. Where a third-party
arrangermentis in place for the supply of
financial services preducts to existing
customers of the new contraller, the
Company is required to procure the
termination of such arrangement as
50N as practicable (while not being
required to do anything that would
breach such a third-party arrangement).

- Where a third-party arrangement is
soterminated, or does not exist, HSBC
has the exclusive right to negotiate
proposed terms for the offer and sale,
of financial services products to the
existing customers of the new controller
by HSBC on an exclusive basis.

- Wherethe Cornpany underiakes 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 nght (exercisable at HSBC's
election) to terminate the Relationship
Agreement. The Company does not
have agreements with any directar
or employee that would provide
carmpensation for loss of office or
employment resulting from a takeover
except that provisions of the Company's
share schemes and plans may cause
aptions and awards granted to
ernployees under such schermes
and plans to vest on a takeover.

COLLEAGUE INVOLVEMENT

We remain committed to colleague
involverment throughout the business
Colleagues are kept well informed

of the performance and strategy of
the Group. Examples of colleague
nvolvement and engagement, and
information on our approach to our
workforce, are highlighted throughout
this Annual Report and specifically an
pages 26 to 29,34 to 36 and 66 to 69.

Share schemes are a long-established and
successful part of colleagues'total reward
packages, encouraging and supporting
employee share ownership. The Company
operates both an all-employee Save As
You Earn Scheme and Share Incentive
Plan. As at 3 April 2021,15,738 colleagues
were participating in ShareSave, the
Company’s Save As You Earn Scheme,

Full details of all schermes are given on
pages 15310 155.

There are websites for both pension
schemes - the defined contribution
scheme {Your M&S UK Pension Saving
Plan) and the defined benefit scheme
(the Marks & Spencer UK Pension Scheme)
—which are fully accessible to employees
and former employees wha have retained
benefits in either scheme. Employees are
updated as needed with any pertinent
information on their pension savings.



EQUAL OPPORTUNITIES

RESEARCH & DEVELOPMENT

GOINGC CONCERN

The Croup s committed to an active
inclusion, diversity and equal
opportunities policy: fromrecruitment
and selection, through training and
development, performance reviews
and promotion, to retirement.

The Company's policy is to promote an
environment free from discrimination,
harassment and victimisation, where
everyone will receive equal treatment
regardless of gender, colour, ethnic or
national origin, heallh condilion, age,
marital or civil partner status, sexual
orientation, gender identity or faith.

All decisions relating to employment
practices will be objective, free from
bias and based solely upon work criteria
and individual merit The Company is
responsive to the needs of its employees,
custorners and the community at large.

M&Sis an organisation which uses
everyone’s talents and abilities and

where inclusion and diversity are valued.
M&S has a business-wide inclusion and
diversity strategy, which is led by the
Inclusion Activation Croup and chaired by
amember of the Executive Committee.
Qur seven employee-led diversity
networks are supported by acentral
Inclusion and Diversity team, who work to
embed a culture of inclusion across the
crganisation. in 2017, our inclusion and
diversity targets were agreed as: aiming to
have 50% female representation and 15%
ethnic minority representation on the
M&S senior management team by 2022

Furtherinformation on our inclusion and
diversity initiatives can be found on pages
27 to 29, and page 65.

EMPLOYEES WITH DISABILITIES

Research and innovation remain key to
our Food offer and the development of
improved product and fabricin Clothing &
Home. Further informationis providedin
the Plan A Report, available online.

GROCERIES SUPPLY CODE
OF PRACTICE

The Company is clear in its policy that
people with health conditions, both
visible and non-visible, should have

full and fair consideration for all vacancies.

M&S has continued to demonstrate

its commitment to interviewing those
applicants with disabilities who fulfil

the minimum criteria, and endeavouring
to retain employees in the workforce

if they become disabled during
employment. M&S will actively retrain and
adjust employees environments where
possible to allow them to maximise their
potential and will continue to work

with external organisations to previde
workplace cpportunities through our
innovative Marks & Start scheme, working
closely with The Prince’s Trust and
Jobhcentre Plus, most recently via the
Kickstart programme.

The Croceries (Supply Chain Practices)
Market Investigation Order 2009 (the
"Order™ and The Croceries Supply Code
ol Practice (the “Codc”} impasc obligations
on M&Sregarding its relationships with its
suppliers of groceries. Under the Order
and Code, M&S s required to submit an
annual compliance report to the Audit
Committee for approval and then to the
Competiticn and Markets Authonty and
Croceries Code Adjudicator ("GCA™).

M&S submitted its report, covering the
period from 29 March 2020 to 3 April 2021
to the Audit Committee on 12 May 2021.

It was approved on 20 May 2021.

In accordance with the Order, a summary
of that compliance report is set cut below.

M&S believes that it has materially
complied with the Code and the Order
during the relevant period. No formal
disputes under the Code have arisen
during the reporting pericd. There have
been fourinstances during the reparting
pericd inwhich suppliers have either
alleged a breach or made areferencete
potential non-compliance with the Code.
M&S has worked with the suppliers to
address the issues raised and three of
them have beenresclved or closed. One
additional Codereference madeby a
supplier before 29 March 2020 was also
resclved during the reporting pericd.

Adetailed summary of the compliance
reportis available on cur website.

POLITICAL DONATIONS

The Company did not make any political
donations or incur any political
expenditure during the year ended

3 April 2021 M&S has a policy of

not making donations to political
organisations or independent election
candidates or incurring political
expenditure anywhere in the world

as defined in the Political Parties,
Elections and Referendums Act 2000.

In adopting the going concern basis for
preparing the financial statements, the
directors have considered the business
activities as set cutonpages 10to 25

as well as the Group's principal risks and
uncertainties as set out on pages 48

to 56, including the downside sensitivities
outlined onpage 57.

Based onthe Croup’s cash flow forecasts
and projections, the Board is satisfied
that the Croup will be able to operate
within the level of its facilities for the
foreseeable future. For this reason, the
Board considers it appropriate for the
Croup to adopt the going concern basis
in preparing its financial statements.

€@ seenote 20 to the financial statements
for more information on our facilities.

LONG-TERM VIABILITY STATEMENT

The directors have assessed the prospects
of the Company over a three-year period
to March 2024. This has taken into account
the business model, strategic aims,

risk appetite, and principal risks and
uncertainties, along with the Company's
current financial position Based on

this assessment, the directors have a
reascnable expectation that the Company
will be abte to continue in operation and
meet its liabilities as they fall due over

the three-year pericd under review

COVERNANCE

° See our approach to assessing long-term
viability on page 57.

AUDITOR

Resolutions to reappoint Deloitte LLP as
auditor of the Company and to authorise
the Audit Committee to determine its
remuneration will be proposed at the
2021 AGM.

ANNUAL GENERAL MEETING

The AGM of Marks and Spencer Croup
plc will be broadcast online from

ME&S Waterside House suppart centre
on 6 July 2021 at lam. Shareholders

are advised not to travel to the venue on
the day. The Notice of Meeting is given,
togetherwith explanatory notes and
guidance on how tc access the meeting
and vote electronicatly, on pages 196

to 209.
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DIRECTORS’ RESPONSIBILITIES

The Board s of the view that the Annual
Report should be truly representative of
the year and provide shareholders with
the information necessary to assess the
Group's position, performance, business
model and strategy.

The Board requested that the Audit
Commitiee review the Annuat Report and
provide its opinion on whether the report
is fair, balanced and understandable. The
Audit Cornrnittee’s opinion is on page 79.

The directors are also responsible

for preparing the Annual Report, the
Rernuneration Report and Policy and

the financial statements in accordance
with applicable law 2nd regulations.
Company law requires the directers

to prepare financial statements for
eachfinancial year. Under that law the
directors are required to prepare the
group financial staternents in accordance
with international accounting standards in
conformity with the requirements of the
Companies Act 2006 and International
Financial Reporting Standards adopted
pursuant to Regulation (EC) Ne 1606/2002
asit applies in the European Union, Under
company law, the directors must not
approve the financial staterments uniess
they are satisfied that they give atrue
and fair view of the state of affairs of the
Group and the Caompany and of the profit
or loss of the Croup and the Company
forthat period.

In preparing these financial statements,
the directors are required to:

- Select suitable accounting policies
and then apply thermn consistently.

- Make judgements and accounting
estimates that are reasonable
and prudent.

~ State whether applicable IFRS
{(as adopted by the EU) have been
followed, subject to any material
departures disclosed and explained
in the financial staterments.

— Prepare the financial statements
on a going concern basis unlessit is
inappropriate to presume that the
Company will continue in business.

M0 Marksand Spencer Groupplc

QOTHER DISCLOSURES CONTINUED

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the
company’s transactions and disclose with
reasonable accuracy at any time the
financial position of the company and
enable them to ensure that the financiat
staterments comply with the Companies
Act 2006. They are also responsible for
safeguarding the assets of the company
and hence for taking reasonable steps for
the prevention and detection of fraud
and other irregularities. They are also
responsible for safeguarding the assets of
the Group and the Company and hence
for taking reasonable steps for the
prevention and detection of fraud and
other irreguiarities.

The directors are responsible for the
maintenance and integrity of the
Company's website. Legislationin

the UK governing the preparation

and dissermination of financial statements
may differ from legislationin

cther jurisdictions.

Each of the current directors, whose
names and functions are listed on pages
62 and 63, confirms that, to the best

of their knowledge:

- The Croup financial statements,
prepared in accordance with the
applicable set of accounting standards,
give atrue 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 whole.

- The Management Report includes a
fair review of the develeprnent and
performance of the business and
the position of the Company and
the undertakings included in the
consolidation taken as a whole, together
with a description of the principal risks
and uncertainties that they face.

~ The Annual Report, taken as a whole,
is fair, balanced and understandable,
and provides the necessary information
for shareholders to assess the Croup’s
position, performance, business model
and strategy

DISCLOSURE OF INFORMATION
TO AUDITOR

Each of the persons who are directors at
the time when this Directors' Report is
approved confirms that, so far as he/she
is aware, thare is no relevant audit
information of which the Company’s
auditor is unaware and that he/she has
taken all the steps that hefshe ought

to have taken as a director to make
himself/ herself aware of any relevant
audit information and to establish that
the Company's auditor is aware of

that information.

The Directors’ Report was approved by a
duly authorised committee of the Board
of Directors on 25 May 2021 and signed
on its behalf by

Nick Folland, General Counsel
and Company Secretary

London, 25 May 2021



INDEPENDENT
AUDITOR’S REPORT

TO THE MEMBERS OF MARKS AND SPENCER GROUPPLC

Report onthe audit of the financial statements

1.OPINION

In our opinion:

- thefinancial statements of Marks and
Spencer Group ple (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
asat 3 April 2021 and of the Group’s
loss for 53 weeks then ended;

- the Group financial statements have
been properly prepared inaccordance
with international accounting
standards in conformity with the
requirements of the Companies Act
2006 and International Financial
Reperting Standards ('IFRSs’)as
adopted by the European Union;

- the Company financial statements
have been properly prepared in
accordance with international
accounting standards in conformity
with the requirements of the
Companies Act 2006; and

- the financial statements have been
prepared in accordance with the
requirements of the Companies
Act 2006.

We have audited the financial statements
which comprise,

- the Consolidated Income Statement;

- the Consolidated Staterment of
Comprehensive Ihcome,

- the Consoclidated and Company
Statement of Financial Position;

- the Consolidated and Company
Statements of Changes in Equity;

- the Consclidated and Company
Statement of Cash Flows; and

~ therelated notes 1to 31 and Clto C7.

2.BASISFOROPINION

The financial reporting framework that
has been applied in the preparation of the
Croup financial statements is appliceble
law and internaticnal accounting
standards in conformity with the
requirements of the Companies Act 2006
and IFRSs as adepted by the European
Union. The financial reporting framework
that has been applied in the preparation
of the Company financial statements

is applicable law and international
accounting standards in conformity

with the requirements of the Companies
Act 2006.

GOVERNANCE

We conducted our audit in accordance
with International Standards on Auditing
(UK)('ISAs (UKY) and applicable law. Qur
responsibilities under those standards
are further described in the auditor's
responsibilities for the audit of the
financial staterments section of

our report.

We are independent of the Croup and the
Company in accordance with the ethical
requirements that are relevant to our
audit of the financial statementsin the
UK, including the Financial Reporting
Council’s (the 'FRC'S) Ethical Standard as
applied to listed public interest entities,
and we have fulfilled our other ethical
responsibilities in accordance with these
requirements. The non-audit services

provided to the Group and Company for
the period are disclosed in note 4 to the
GCroup financial statements. We confirm
that the non-audit services prohibited
by the FRC's Ethical Standard were nat
provided tothe Group or the Company.

We believe that the audit evidence
we have obtained is sufficient and
appropriate to provide a basis for
our opinicn.
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INDEPENDENT AUDITOR'S REPORT CONTINUED

3.SUMMARY OF OUR AUDITAPPROACH

KEY AUDIT MATTERS

MATERIALITY

The key audit matters that we identified
in the current period were:

- accounting for the UK store estate
prograrmme;

- impairment of UK store assets,;
- impairment of per una goodwill;

- Inventory provisions for UK Clothing
& Home;

- disclosure of adjusting items as part
of alternative performance measures;
and

- the going concern basis of accounting.

Within this report, key audit matters are
identified as follows:

Increased level of risk
Similar level of risk

Decreased level of risk

The materiality that we used for the
Group financial statements was £16.0m
(2020 £18.0m) which was determined on
the basis of considering a number of
different metrics used by investors and
other readers ofthe financial statements.
These included:

- adjusted profit before tax;

- earnings before interest, tax,
depreciation and amartisation; and

— revenue,

SCOPING

We have performed a full-scope audit

on the UK component of the business,
representing 96% (2020: 95%) of the
Group’s revenue, 95% (2020: 93%) of
adjusted profit before tax, 93% (2020: 92%
of profit before tax) of loss before tax,
80% (2020: 82%) of total assets and 88%
{2020: 90%) of tetal liabilities. We perform
analytical review procedures on the
residual batances.

SIGNIFICANT CHANGES IN
OUR APPROACH

We have determined that the recognition
of lease balances under IFRS 16 Leases
and the accounting for the Ocado Retall
Limited transaction are no longer key
audit mattersin the current period.
These changes are discussed further
insection

4.CONCLUSIONS RELATING TO GOING CONCERN

inauditing the financial statements,

we have concluded that the directors use
of the going concern basis of accounting
inthe preparation of the financial
stalements is appropriate.

Our evaluation of the directors’
assessment of the Group's and Company's
abitity to continue to adopt the going
concern basis of accounting is discussed
insection5.6.

Based on the work we have performegd,

we have not identified any material
uncertainties relating to events or
conditions that, individually 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 financial
statements are authorised for issue.

In relation to the reporting on how the
Group has applied the UK Corporate

5.KEY AUDIT MATTERS

Governance Code, we have nothing
rnaterial to add or draw attention toin
relation to the directors’ statementin
the financial statements about whether
the directors considered it appropriate
to adopt the going concern basis of
accounting.

Ourresponsibilities and the
responsibilities of the directors with
respect to going concern are described
in the relevant sections of this report.

Key audit matters are those matters that,
inour professional judgement, were of
mast significance in our audit of the
financial statements of the current. period
and include the most significant assessed
risks of material misstaterment (whether
of not due to fraud) that we identified.
These matters included those which had
the greatest effect on: the overatl audit
strategy, the allocation of resourcesin
the audit; and directing the efforts of

the engagement team.

These matters were addressed inthe
context of our audit of the financial
statements as a whole, and in forming our
opinion therson, and we do not provide a
separate opinion on these matters.
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Changes in the current period relative to
prior periods are as follows:

- We have not identified the recognition
of lease balances under [FRS 16 Leases
asa key audit matterin the current
period. The adoption of IFRS16in the
prior pericd was significant for the
Croup as leased storesform a
significant proportion of the estate
and the application and judgemants
made in transitioning to IFRS 16 were
significant. This 1s the second peried
inwhich IFRS 16 is applied and the level
of complexity and judgement required
has reduced, accordingly we have not
identified this as a key audit matter.

- We have not identified the accounting
for the Ocado Retail Limited ("ORL")
transaction as a key audit matter inthe
current period. The ORL transaction
completed in the prior period and
accordingly there is a reduced audit
effort required and a number of
judgments and estimates, such as
the initial assessment of contral and
the identification and valuation of
intangible assets, no longer apply.



5.1 ACCOUNTING FOR THE UK STORE ESTATE PROGRAMME

KEY AUDIT MATTER DESCRIPTION

In February 2018, the Board approved a
list of stores marked for closure as part of
its UK store estate programme. The total
charge recognised in connection with this
closure programme in previous periods
was £562.3 million. Afurther net charge
of £95.3 million has been recognised in
the current period as a result of.

- accelerating rotation of the store
estate, with an increase in the number
of stores assessed as probable for
closure and the adequacy of estimates
madeinlight of known developments
inthe exit strategy, including current

trading performance, negotiations with
landlords and changes in the retail
property market;

depreciation of store assets where
previously identified for ctosure as they
approach therr planned closure dates;
and

accelerated depreciation and
impairnment of buildings and fixtures
and fittings in respect of additional
stores added to the programme.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Further information is set out in notes |1
and 5 to the financial statements and
page 24 of the strategic report.

Qur key audit matter was focused on the
specific assumptions applied inthe
discounted cash flow analysis prepared
by management including the discount
rate, expected sublet income, sublet
lease incentives, void periods, freehold
sales proceeds and store closure Costs.

The Audit Carnmittee considers this to be
a significant matter. Their consideration is
on page 80.

In responding to the identified key audit matter we completed the following audit

procedures;

- obtained an understanding of relevant
controls relzting to the review and
approval of the Group’s UK store exit
model;

- performed enguiries of management
and inspected the latest strategic
plans, Board and relevant sub-
committee minutes of meetings;

- understocd and challenged the basis
of managernent’s judgement where
stores previously marked for closure
are no longer expected to close and
additional stores have been identified
for closure;

- with the involvement of our internal
reat estate specialists, we evaluated the
appropriateness of management'’s
judgements for a representative
sampte of properties and
benchmarked with reference to
externaldata;

assessed the mechanical accuracy of
discounted cash flow models and other
key provision calculations;

assessed theintegrity of key inputs

to the discounted cash flow models
including the discount rate, expected
sublet income, sublet lease incentives,
void periods, freehold sales proceeds
and store closure costs with reference
ta supporting evidence;

recalculated the closing provision for
arepresentative sample of stores;

evaluated the accuracy and
completeness of provisions recorded
in light of the status of the Group’s
UK storerationalisation plan, and

assessed the completeness and
accuracy of disclosures withinthe
financial statementsin accordance
with IFRS.

Key observations

We are sabisfied that the Croup's estimate
of the impairments and store exit charges
and the associated disclosures are
appropriate.

GCOVERNANCE
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INDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.2 IMPAIRMENT CF UK STORE ASSETS

KEY AUDIT MATTER DESCRIPTION

Asat 3 April 2021 the Group held £3,594.0
million (2020: £3,926.0 million) of UK
store asselsinrespect of stores not
considered for closure within the UK store
estate programme. In accordance with
1AS 36 Impairment of Assets, the Group
has undertaken amannual assessment of
indicators of impairment. Animpairment
charge of £66.4 million (2020: £69.3
millicn) and the reversal of previously
recognised impairment charges of £64.5
million for the UK store assets have been
recognised within adjusting items as set
outinnotes 5 and 15 to the financial
statements,

As described in note 15 to the financial
statermnents, the Croup has estimated the
recoverable amount of store assets
based on their value inuse, derived from
a discounted cash flow model prepared

by management. The model relies on
certain assumptions and estimates of
future trading performance,
incorporating committed strategic
changes to the UK Clothing & Home and
Food businesses and the performance of
new stores operating within their shelter
period {which takes into account the time
new stores take to establish themselves
in the market), all of which involve a high
degree of estimation uncertainty (as
disclosed innote 1 and note 15). The level
of risk related to the impairment of UK
store assets has decreased relative to the
prior period as aresutt of some reduction
inthe level of uncertainty in forecasting
future cash flows.

The key assumptions applied by
management in the impairment reviews
performed are:

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

- future revenue growth and changesin
gross margin,

- lang term growth rates; and
- discount rates.

The Croup considers that each retal
store constitutes its own cash generating
unit (CGUY and is assessed for
impairment separately, with the
exception of the cutlet stores which are
used to clear aged seasonat Clothing &
Home inventary at a discount. The outlet
stores are considered to be 2 single group
of assets for the purpose of impairment
testing.

The Audit Committee considers this to be
a significant matter. Their consideration is
on page 80

In responding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of relevant
controls relating Lo the impairment
review process,

- evaluated and challenged
rmanagement’s range of impairment
indicators with due consideration given
to the profitability impact of
committed strategic changes to the UK
Clothing & Home and Food businesses
and the performance of new stores;

— assessed themechanical accuracy of
the impairment models and the
methodolegy applied by management
for consistency with the requirements
of |1AS 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;
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— assessed the appropriateness of the
discount rates applied with the
involvement of our internal valuations
specialists and compared the rates
applied with our internal
benchmarking data;

- evaluated the appropriateness and
compieteness of infermation included
nthe imparrment model based on our
cumulative knowledge of the business
driven by our review of trading plans,
strategic initiatives, minutes of
property and investment committee
meetings, and meetings with regional
store managers and senior trading
managers from key product
categories, tegether with our wider
retailindustry knowledge; and

- assessed the completeness and
accuracy of disclosures within the
financial statermentsin accordance
with IFRS.

Key obhservations

We are satisfied that the judgements
applied, mpairments and impairment
reversals recorded and disclosures within
the financial statements are appropriate.



KEY AUDIT MATTERS CONTINUED

5.3 IMPAIRMENT OF PER UNA GOODWILL

KEY AUDIT MATTER DESCRIPTION

Asat 3 April 2021 the Group held £16.5
million {2020: £56.3 millicn) of goodwill
associated with peruna. The Groupis
required to assess the goodwill and
intangible assets annually for impairment
in accordance with{AS 35 These
represent a key source of estimation
uncertainty as disclosed in note 1, and
management has provided sensitivities
innote 14

The test ferimpairment of intangible
assets compares the carrying value of
related assets to the higher of their fair
value or value-in-use {a ‘recoverable

amount’ using an impairment model.
Developing a recoverable amount
requires significant management
judgement; the key judgements applied
by management in the develepment of
its impairment model are.

- therevenue and gross margin growth
rates;

- longerterm growth forecasts; and
- thediscount rate used.

Following the cormpletion of the
impairment review, management has

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

recognised animpairment charge of
£39.6 million (2020: £13.4 million}in
relation to the per una goodwill.

We consider this to represent a key audit
matter reflecting the sensitivity of the
recoverable amount calculation to
changes inthese key assumptions.

Refer to nnte 14 nf the financial
statements.

The Audit Committee considers this to be
a significant matter. Their consideration is
on page 80.

In responding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of relevant
controls relating to the review and
approval of the impairment review;

- assessed the appropriateness of
forecast revenue and gross margin
growth rates through comparison with
external economic benchmarking data
to determine if it provided
corroborative or contradictory
evidencein relationto management’s
assumpticns, and with reference to
historical forecasting accuracy,

- assessed the mechanicalaccuracy of
the impairment models and the
methodology applied by management
for consistency with the requirements
of IAS 36,

- assessed the appropriateness of the
discount rates applied with the
involvernent of our internal valuations
specialists and compared the rates
applied with our internal
benchmarking data;

- evaluated other material assumptions
applied to the cash flow forecasts with
reference to the macro-economic and
industry envircnment; and

- assessed the completeness and
accuracy of disclosures within the
financial statementsin accordance
with IFRS.

Key observations

We are satisfied that the assumptions
used by management in determining
their valuation and the disclosure made
are appropriate.
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INDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.4 INVENTORY PROVISIONS FOR UK CLOTHING & HOME

KEY AUDIT MATTER DESCRIPTION

As at 3 April 2021, the Group held UK
Clothing & Home inventories of £430.6
million (2020: £355.4 miluon), inclusive
of a provision of £78.2 million (2020:
£184.3 million).

in 2020 the Croup recognised an
inventory write-down of £157.0 million
(of which £145 3 million related to UK
Clothing & Home inventory) which was
included within the Croup’s directly
attributable gains/{lexpenses)resulting
from the Covid-19 pandemic adjusting
item

In 2021 a net reversal of the inventory
impairment of £90.8 million (£1016
million relating to UK Clothing & Home
inventory) has been recorded within the
same adjusting item as disclosed in
note 5.

As described in the Accounting Policies
innote 1 to the financial statements,
inventaries are carried at the lower of
cost and net realisable value, As aresult,
judgernent is applied in determining
the appropriate provisions reguired

for obsolete inventory and inventory
expected to be sold below cost based
upon a detailed analysis of old season
inventory and forecast net realisable
value based upon plans for inventory to
gointo sale. We consider the assessment
of inventory provisions within UK
Clothing & Home to reguire the most
judgement due to histerical trading
performance and the guantum of gross
Inventory.

HOW THE SCOPE OF QUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Whilst it remains a significant judgement,
the level of risk associated with inventory
pravisicn has reduced in the period as a
result of a reduction in the uncertainty
associated with forecasting future sales,

Management has determined the level
of provision with reference to forecast
future sales and purchiases, utilising
available data from the past period on
the saleability of stock in the current
environment. Management has
described its methodolagy for the
calculation of the inventory provision
innotes Tand 5,

The Audit Committee considers this to be
a significant matter. Their consideration is
onpage 80.

In responding to the identified key audit matter we completed the following audit procedures:

- obtained anunderstanding of relevant
controls relating tonventory
management and the review and
approval of the inventory provision;

- assessed the validity, accuracy and
completeness of the information used
by management in cornputing the
provision;

- assessed the mechanical accuracy and

logic ef the models underpinning the
provision;

- understood thechangesinthe
provisioning methodology and
challenged the appropriateness
thereof:

116  Marksand Spencer Group plc

- challenged and validated the key
assumptions applied by management
nestimating the provision, by
performing enguiries of buyers and
merchandisers, considering the current
purchasing strategy and ranging plans,
assessed the historical accuracy of
forecasting stock Lo be subjectto a
future discount;

- testedthe accuracy of the process
used by managerment toidentify
potentially impaired inventory acrass
arepresentative sample of individual
product lines; and

~ assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied with the judgements
taken by management and that the
resutting mventory provision for UK
Clothing & Home is appropriate. We
believe the disclosures made around the
level of uncertainty appropriately reflect
reasonably possible future changes to
management's estimates.



KEY AUDIT MATTERS CONTINUED

5.5 DISCLOSURE OF ADJUSTING ITEMS AS PART OF ALTERNATIVE PERFORMANCE MEASURES

KEY AUDIT MATTER DESCRIPTION

The Group has presented an alternative
performance measure being adjusted
profit before tax of £50.3 million (2020:
£403 1 million), which is derived from
statutory loss before tax of £209.4 millon
(2020 profit before tax of £67.2 miltion)
adjusted for anumber of items (totalling
£259.7 million {2020: £335.9 million)}
which the Croup considers meet

their definition of an ‘adjusting item’.
Judgementis exercised by management
in determining the classification of such
items and accordingly we consider there
tobe arisk of fraud in the reporting of
adjusting items within the alternative
performance measures.

Cuidance has been issued by the FRC
and European Securities and Markets
Authaority (ESMA} during the period in
relation to the impact of Covid-19 on
alternative performance measures which
encourages companiesnot to include
such costs within adjusting items, rather
toinclude separate disclosure.

Explanations of each adjusting itemn
are set out innote 5 to the financial
statements and are summarised inthe
graphic to theright:
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In determining adjusted profit before tax,
we identified the following risks’

- theidentification and classification
of iterns as ‘adjusting’ as part of
the presentation of alternative
performance measures may
be inapproepriate, distorting the
reportedresults;

- the omission of items which are
considered materiatl, one-off or
significant in nature, distorting the
alternative performance measures,
and

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER
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- the clarity and detail of disclosuresin
respect of adjusting items as part of
alternative performance measures
may be insufficient, preventing
Investors from obtaining a clear
understanding of the Group's results
and performance.

The Group's policy regarding adjusting
items s setoutin note 1. Thisisa
significant matter considered by the
Audit Committes on page 80

Inresponding to the identified key audit matter we completed the following aud:it procedures:

- obtained an understanding of relevant
controls, relating to the identification
and disclosure of adjusting items within
alternative performance measuras;

- performed enquiries of management
to understand the rationale applied
inidentifying items as adjusting
and completed anindependent
assessment as to the selection
and presentation of adjusting items
based on their nature,

- assessed theidentification and
consistency of items reported as
adjusting period on pericd with
reference to guidance published
by ESMA and the FRC specifically
considering the treatment of directly
attributable gains/{expenses) resuiting
from the Covid-18 pandemic;

- performed tests over arepresentative
sample of adjusting items through
agreement to supporting evidence,

- used our cumulative audit knowledge
and applied data analytics to identify
and test other transactions outside
of the normal course of business, or
which display characteristics of being
material, significant orone-offin
nature;

- considered the impact of adjusting
iterns on the directors’ remuneraticn
targets to determine whether any
increased fraud risk factor existed
based on actual results for the period;
and

— assessed the completeness and
accuracy of disclosures within the
financial statementsin accordance
with IFRSs.

Key observations

We are satisfied that the items included
in adjusting items within the alternative
performance measures (including the
directly attributable gains/(expenses)
resulting from the Covid-19 pandemic of
£90.8 million) are in line with the Croup’s
policy and that they are appropriately
disclosed.
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INDEPENDENT AUDITOR’'S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.6 THE GOING CONCERN BASIS OF ACCOUNTING

KEY AUDIT MATTER DESCRIPTION

inundertaking their assessment of gaing
concern for the Croup, whichis
supported by the cash flows of the
Croup, the Directors reviewed the
forecast future performance and
anticipated cash flows. In doing so they
considered the financing available to the
Croup and associated debt covenants,
including the covenant relaxation that
the Group has obtained in relation to

its financing facility, and cost saving
actions that the Group have taken in their
response to the Covid-19 pandemic
including certain Government support
schemes (including the furlough scheme

and business rates holidays). The
Directors have also determined
appropriate sensitivities to these
forecasts and considered the results
in forming their conclusion

Whilst there continues to be a high level
of judgement as a result of the current
challenges in the retail praperty market
and the increasing move towards online
retail as well as the longer-term wider
economic impact of Covid-19, the level of
risk associated with the going concern
conclusion has reduced as aresultof a
reduction in the uncertainty associated
with forecasting future cash flows.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

in responding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of relevant
controls relating to the assessment of
going concernmadels, including the
review of the inputs and assumptions
used in those modals,

- obtained management’s board
approved three-year cash flow
forecasts and covenant cormpliance
forecasts, including the sensitivity
analyses;,

~ assessediheappropriateness of
forecast assurmptions by:

reading analyst reports, Industry
data and other external information
and comparing these with
management’s estimates to
determine if they provided
corroborative or contradictory
evidence in relationto
rmanagement’s assurmptions;

comparing forecast sales with recent

historical financial information to
consider accuracy of forecasting;

enguiring of management regarding
the mitigating actions to reduce
costs and manage cash flows and
chalienging the gquantum cf those
actions with reference to supporting
evidence and assessing whether the
mitigating actions were within the
Croup's control,
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testing the underlying data
generated to prepare the forecast
scenarios and deterrmined whether
there was adeguate support for the
assumptions underlying the
forecast,

reviewing correspondence
confirming UK Covernment support
such asindirect tax holidays and
staff furlough;

reviewing correspondence relating
tothe availability of the Group's
financing arrangements, inctuding
the covenant relaxation obtained by
the Group in relation to its financing
facility;

understanding and challenging the
level of further mitigations available
to the Group beyond those included
within the forecast; and

considering the results of the
sensitivity analyses performed; and

~ evaluated the Croup’s disclosures on
going cancern against the
requirements of IAS 1

Taking into account the sensitivity
analyses performed by management the
Directors have concluded that the Group
has sufficient resources available to meet
its liabilities as they fall due and have
concluded that there are no material
uncertainties around the going concern
assumptions.

Further detaits of the Directors’
assessrment, including the sensitivities
applied, are included within the Strategic
Reporton pages 57 and 10% and innicte 1
to the financial staterments,

Key ebservations

We are satisfied that the Directors’
conclusion that there are no material
uncertainties over the Group and
Company's akility to continue as a

going cancernis appropriate and the
associated disclosures are in accordance
with the accounting standards.



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 knowledgeable

Caompany financal

Group financial staterments statements

Materiality

£14.4 million
(2020: £16.2 mitlion)

£16.0 million (2020: £18.0 million)

person would be changed or influenced. Basis for We considered the fotlowing metrics in the current 3% of net assets.
We use materr’ali:y bothin ptran mirng thg deterrpir}ing and prior period: We have used 3% of
scope of our audit work and in evaluating materiality _ Adjusted profit before tax net assets in both the
the results of our work. ) ] current and prior
. - Earnings before interest, tax, depreciation and .
Based on our professional judgement, we amortisation (EBITDA) periods, capped at
determined matenality for the financial 90% of Group
statements as a whole as follows: - Revenue materiality, asthe
Using professional jJudgement we determined basis for materiality.
materiality tobe £16.0m.
Rationale In determining our benchmark for materiality Net assets is used as
for the we considered a number of different metrics the benchmark as the
benchmark used byinvestorsand cther readers of the Company operates
applied financiat statements. primarily as a holding
L . company for the
Croup materiality represents: Group and we
Metng *_ therefore consider
Adjusted profit before tax 31.8  this as the key metric
EBITDA 2.8 forthe Company. §
Revenue 0.2 Wecapped materiality 3
at 90% of Croup ;
materiality to reduce 3
the risk of a matenat
error arisingas a
result of the
consolidation of the
Company'sresultin
the Group financiat
statements.
6.2 PERFORMANCE MATERIALITY
We set performance materiality at a level Company “nancial
lower than rnatedallty to reduce the Group tinanoal statenents statements
probability that, in aggregate, uncorrected Perfot:m‘ance 60% (2020, 50%) of Group maternality 60% (2020: 50%) ‘of‘
and undetected misstatements exceed materiality Company materiality
the materiality for the financial Basis and In determining performance materiality, we considered the following
statements asawhole. rationale for factors:
determining _ - 0y lative knowledge of the Group and its environment, including
perfor_m_ance industry wide pressure on retailers;
materiality

6.3 ERROR REPORTING THRESHOLD

the level of change to the business in the period;

T

the changes to management personnel;

the level of centralisation in the Croup’s financial reporting controls
and processes; and

- the level of misstatements identified in pricr periods.

We have increased the performance materiality used as a percentage of
Group materiality, primarily due to the reduction in risk during this period
associated with the impact of Covid-19 on the Group's internal control
environment and the financial close process compared with the prior
period.

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £0.8 million (2020
£0.9 million), as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report
to the Audit Cammittee on disclosure matters that we identified when assessing the overall presentation of the financial statements.
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INDEPENDENT AUDITOR’S REPORT CONTINUED

7. AN OVERVIEW OF THE SCOPE OF OUR AUDIT

Z1IDENTIFICATION AND SCOPING
OF COMPONENTS

Our audit was scoped by obtaining an
understanding of the Group and its
environment, including group-wide
contrals, and assessing the risks of
materiat misstatement at the Croup level.

Components were selected to provide an
appropriate basis for undertaking audit
work to address the risks of material
misstaternent identified Based on our
assessment we have focused our auditon
the UK business which was subject to full
audit procedures. We have performed our
fullaudit scope of the UK companent
using a materiality of £15.2 million {or 95%
of Group materiality} (Z020: £16.2 million)
as this makes up substantially ait of the
Croup's operations (96% of the Croup’s
revenue, 2020: 95%)

The Croup holds 50% of the ordinary
shares of ORL, and this interest is
accounted for as aninvestmentin
associate in accardance with IAS 28 on the
basis that the shareholders’ agreement
gives control over ORL to Ocado Group
plc. inthe current period the Group
recorded g share of profit of asscciate
from ORL of £64.2 million and I1s subject to
specified audit procedures.

We have also tested the consolidation
process and carried cut analytical
procedures in forming our conclusion
that there were no significant risks of
material misstatement remaining in

the consolidated financial information
arising from the components not subject
te a full audit.

4% 5%
T ol
96% 95%
Revenue Adjusted profit
before tax
20%
93% 80%
Lass Total assets
before tax
12%
@ Fullaudht scope
@ Review st Grouo level
88%
Total liabilities

7.2 0UR CONSIDERATION OF THE
CONTROL ENVIRONMENT

Qur audit strategy 1s to rely on controls
over certain processes within a number
of business cycles. These included
procurement within UK Clothing & Horne
and Food, inventary, treasury and fixed
assetsincluding IFRS 16 Leases. As part
of our controts testing, we obtained an
understanding of the Group's processes
and tested controls Lthrough a
combination of tests of inguiry,

8.0THER INFORMATION

observation, inspection and re-
performance.

On certain business cycles, we obtained
an understanding of, but did not rely on,
controls. These included inventory
provisions, feod rebates and financial
close and reporting.

Civen the importance of information
technology (“IT") to the recording of
financial information and transactions, we
have tested General IT controls relating to
certain of the Croup’s {T systems where
relevant to our audit work. We have been
ableto place IT controls reliance across
these systems to support the audit over
anumber of business cycles, such as
payables.

7.3 WORKING WITH OTHER AUDITORS

ORL Is the only component of Lthe Group
where work is conducted by a Deloitte
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 audrtor’s files
for the period ended 29 Novembper 2020
and the reporting received from the
component auditor for the pericd
subseguent to 29 November 2020.

We have engaged regutarly with the
component auditor throughout the audit
process, determining the nature, timing
and extent of the specified audit
procedures to be performed and to review
their component reporting. A dedicated
member of the Group audit team is
assigned to facilitate an effective and
consistent approach to component
oversight.

The other informaton comprises the
information included in the annual report,
other than the financial statements and
our auditor's report thereon. The directors
are responsible for the other information
contained within the annual report.

Our opinion on the financial statements
does not cover the other information and,
except to the extent otherwise explicitly

stated in our repoert, we do not express any
form of assurance conclusion therean.

Our respansibility s to read the cther
information and, in doing so, consider
whether the other informationis
materially inconsistent with the financial
statements or our knowledge obtained in
the course of the audit, or ctherwise
appears to be materially rmisstated

9. RESPONSIBILITIES OF DIRECTORS

If we identify such material inconsistencies
or apparent material misstatements, we
are required to determine whether this
gives rise to a material misstaternentin
the financial statements themselves. if,
based on the work we have performed,

we conclude that there is a material
misstaternent of this other inforrnation,
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 stalements and for being
satisfied that they give a true and fair view,
and for such internal control as the
directors determineis necessary toc enable
the preparation of financial statements
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that are free from material misstatement,
whether due to fraud or error.

In preparing the financial staterments, the
directors are responsible for assessing the
Croup's and the Company's ability to
continue as a going concern, disclosing

as applicable, matters 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.



10. AUDITOR’S RESPONSIBILITIES FOR THE AUDITOF THE FINANCIAL STATEMENTS

Cur objectives are to obtain reasonakble
assurance about whether the financial
staterments as a whole are free from
material misstatement, whether due to
fraud or error, and to 1ssue an auditor’s
report that includes cur opinion.
Reasonable assurance is a high level of
assurance but is not a guarantee that an

aucdit conducted inaccordance with

1SAs (UK) will always detect a matenal
misstatement when it exists.
Misstatements can arise from fraud or
error and are considered material if,
individually or in the aggregate, they could
reasonably be expected toinfluence the

economic decisions of users takencn the
basis of these financial statements.

A further description of our
responsibilities for the audit of the
financial statements is located on the
FRC’s website at: www.frc.org.uk/
auditorsresponsibilities. This description
forms part of our auditor’s report.

M.EXTENT TOWHICH THE AUDIT WAS CONSIDERED CAPABLE OF
DETECTING IRREGULARITIES, INCLUDING FRAUD

Irregulanties, including fraud, are
instances of non-compliance with taws
and regulations. We design proceduresin
line with cur responsibilities, cutlined
above, to detect material misstatements
inrespect of irregularities, including fraud.
The extent to which our procedures are
capable of detecting irregularities,
including fraud is detailed below.

NI IDENTIFYING AND ASSESSING
POTENTIAL RISKS RELATED
TO IRREGULARITIES

Inidentifying and assessing risks of
material misstatement in respect of
irregularities, including fraud and
non-compliance with laws and
regulations, we considered the fallowing:

- the nature of the industry and sector,
control environment and business
performance including the design of
the Croup's remuneraticn policies, key
drivers for directors remuneration,
bonus levels and performance targets;

- the Group’'s own assessment of the
risks that irregularities may occur either
asaresult of fraud or error that was
approved by the board;

- results of our enquiries of management,
internal audit and the Audit Committee
about their own identification and
assessment of therisks of irregularities;

- any matters we identified having
obtained and reviewed the Group's
documentation of their policies and
procedures relating to:

identifying, evaluating and complying
with laws and regulations and
whether they were aware of any
instances of non-compliance,

detecting and responding to therisks
of fraud and whether they have
knowledge of any actual, suspected
or alleged fraud;

the internal controls established
to mitigate risks of fraud or
non-compliance with laws and
regulations; and

- the matters discussed among the audit
engagement team and relevant internal
specialists, including tax, valuations,
pensions, IT and industry specialists
regarding how and where fraud might
occur in the financial statements and
any potentialindicators of fraud.

As aresult of these procedures, we
considered the opportunities and
incentives that may exist within the
organisation for fraud and identified the
greatest potential for fraud in the areas in
which managementis reguired to exercise
significant judgment, such as disclosure of
adjusting items. Incommon with all audits
under ISAs {UK), we are alsc required to
pnerform specific procedures torespond to
the risk of management override.

We also obtained anunderstanding of the
legaland regulatory framework that the
Croup operates in, focusing on pravisions
of those laws and regulations that had a
direct effect on the determination of
raterial amounts and disclosures in

the financial statements. The key laws
and regulations we considered in this
context included UK Companies Act,
Financial Coenduct Authority regulations
including the Listing Rules, pensions and
tax legislation.

In addition, we considered provisicns of
other laws and regulations that do not
have a direct effect on the financial
statements but compliance with which
may be fundamental to the Group’s ability
to operate or to avoid a material penalty.
These included the competition and
anti-bribery laws, data protection,
Groceries Supply Code of Practice,

and employment, environmental and
health and safety regulations.

1.2 AUDIT RESPONSE TO
RISKS IDENTIFIED

As aresult of performing the above, we
identified the disclosure of adjusting items
as a key audit matter related to the
potential risk of fraud. The key audit
matters section of our report explains the
matters in more detail and also describes
the specific procedures we performed in
response to that key audit matter.

In addition to the above, our procedures
torespond torisks identified included the
following:

COVERNANCE

- reviewing the financial statement
disclosures and testing to supporting
documentation to assess compliance
with provisions of relevant laws and
reqgulations described as having a direct
effect on the financial statements;

- enguiring of management, the Audit
Committee and in-house legal counsel
concerning actual and potential
litigation and claims;

- performing analylical procedures to
identify any unusual or unexpected
relationships that may indicate risks of
material misstatement due to fraud;

- reading minutes of meetings of those
charged with governance, reviewing
internal audit reports and reviewing
correspondence with HMRC; and

— inaddressing the risk of fraud through
management override of controls,
testing the appropriateness of journal
entries and other adjustments,
assessing whether the judgements
made in making accounting estimates
are indicative of a potential bias; and
evaluating the business rationale of any
significant transactions that are unusual
or outside the normal course of
business.

We also communicated relevant identified
laws and regulations and potential fraud
risks to all engagement team memkbers
includinginternal specialists, and
remained alert to any indications of

fraud or non-compliance with laws and
regulations throughout the audit
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INDEPENDENT AUDITOR'S REPORT CONTINUED

REPORTON OTHER LEGALAND REGULATORY REQUIREMENTS

12. OPINIONS ON OTHER MATTERS
PRESCRIBED BY THE COMPANIES
ACT 2006

In our opinion the part of the directors’
remuneration report to be audited has
been properly prepared inaccordance
with the Companies Act 2006.

In Gur opinian, based on the wark _
undertaken in the course of the audit:

the information given in the strategic
report and the directors report for the
financial period for which the financial
statements are prepared is consistent
with the financial staterents; and

the strategic report and the directors'
report have been preparedin
accordance with applicable legal
requirements.

Inthe light of the knowledge and
understanding of the Group and the
Company and their environment obtained
in the course of the audit, we have not
identified any material misStatementsin
the strategic report or the directors’
report.

13.CORPORATE GOVERNANCE
STATEMENT

The Listing Rules require us to review the
directors’ staternantin relation to going
concern, longer-term viability and that
part of the Corporate Governance
Statement relating to the Croup’s
compliance with the provisions of

the UK Corporate Governance Code
specified for our review.

Bascd on the work undertaken as part of
our audit, we have concluged that each of
the Following elements of the Corporate
Covernance Statement is raterially
consistent with the financial statements
and ous knowledge obtained during the
audit:

- thedirectors statement with regards to
the appropriateness of adopting the
going concern basis of accounting and
any materiat uncertainties identified set
out on page 109,

the ¢irectors explanation as to its
assessrment of the Group's prospects,
the period this assessment covers and
why the period is appropriate set out on
page57;

the directors' staterment o fair,
balanced and understandable set out
on page 110;
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- the boord's confirmation that it has
carried out a robust assessment of the
emerging and principal risks set out on
page 110;

the section of the annual report that
describes the review of effectiveness of
risk management and internal control
systems set out onpages 47 to 57, and

- the section describing the work af the
audit committee set out on pages 77
to B3,

14, MATTERS ON WHICH WE ARE
REQUIRED TO REPORT BY EXCEPTION

15. OTHER MATTERS WHICH WE ARE
REQUIRED TO ADDRESS

15,1 Auditor tenure

Following the recommendation of the
Audit Committee, we were appointed by
the shareholders on 8 July 2014 to audit
the financial statements for the period
ending 28 March 2015 and subisequent
financial periods. The period of total
uninterrupted engagement including
previous renewals and reappointrments of
the firm is 7 periads, covering the periods
ending 28 March 2015 to 3 April 2021

14,1 Adequacy of explanations received
and accounting records

Under the Companies Act 2006 we are
required to report to you if, in our opinion:

- we have not received all the information
and explanations we require for our
audit; or

adeguate accounting records have not
been kept by the Company, or rekurns
adequate for our audit have not been
recerved from branches act visited by
us, or

the Company financial staternents are
not inagreement with the accounting
records and returns

We have nathing 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 audited is not in agreesnent with the
account ng records and returns,

We have nothing to report in respect
of these matters.

15.2 Consistency of the audit report
with the additional report to the
Audit Committes

Our audit opinion is consistent with the
additional report to the Audit Committee
we are required to provide in accordance
with 1ISAs (UK),

16. USE OF OUR REPORT

This report is made solety to the
Company's members, as a bady, in
accordance with Chapter 3 of Part 16 of the
Companigs Act 2006. Cur audit work has
been undertaken so that we might state
to the Company’s members those matters
we are requied to state totheminan
auditor’s report and for no other purpose.
To the fuliest extent permitted by law, we
da not accept or assuime responsibility to
anyone other than the Company and the
Company's members as a body, forour
audit work, for this report, or far the
opinions we have formed.

AP s A (|
Richard Muschamp FCA

(Senior statutory auditar}

For and on behalf of Deloitte LLP
Statutory Auditor

London

25 May 202}



CONSOLIDATED INCOME STATEMENT

S53weeksended 52 wecksended
3April2021  28March 2020

Total Total

Notes £m £fm
Revenue . - 23 91857  10]819
Share of result in associate - Ocado Retail Limited 3,529 64.2 (14.2)
Operating (loss)/profit 2,35 (30.7} 2548
Finance income 5.6 57.4 469
Finance costs 56 (236.1) (234.5)
(Loss)/profitbeforetax - ' 45  (2094) 672
Income tax credit/(expense) L ) 7 82 (398
(Loss)/profit for the year (201.2) 274
Attributable to:
Owners of the parent (198.0} 237
Non-controlling interests (3.2) 37
- (012 _ 274
(Loss)/earnings per share
Basic {loss)/earnings per share 8 {10.1p) 1.3p
Diluted (loss}/earnings per share 8 (1C.1p) 1.2p
Reconciliation of profit before tax & adjusting items:
(Loss)/profit before tax (209.4} 672
Adjusting items 5 259.7 3359 E
Profit before tax & adjusting items - non-CAAP measure 50.3 4031 =
<
Adjusted earnings per share - non-GAAP measure it
Adjusted basic earnings per share 8 1.4p 16.7p 3
Adjusted diluted earnings per share 8 1.4p 16.6p E
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

53weeksentled 52 weeksended
3April 2021 28 March 2020
Notes £m £m

(Loss)/profit for the year (201.2) 274
Other comprehensive (expense)/income:
ttems that will not be reclassified subsequently to profit or loss

Remeasurements of retirement benefit schemes 1 (1,352.0) 9279

Tax credit/(charge) on retirement benefit schemes 256.5 (186.7)
(1,095.5) 731.2

Items that may be reclassified subsequently to profit or loss

Foreign currency translation differences

- rmovements recagnised in other cornprehensive income (27.7) 5.1

—reclassified and reported in profit or loss 3.7 29

Cash flow hedges

- fair value moverments recognised in other comprehensive income 21 {215.5) 140.3

~reclassified and reported in profit or loss 21 26.5 (18.4}

Tax credit/(charge) on cash flow hedges 37.0 (270)

{176.0) 102.9
Other comprehensive (expense)/income for the year, net of tax (1,271.5) 834
Total comprehensive (expense)/income for the year {1,472.7) 8615

Attributable to:

Owners of the parent (1,469.5) 8578
Non-controllng interests (3.2) 37
- (1,472.7) 8615
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Asat3April  Asat28March Asat30March
2021 2020 (Restated) 2019(Restated)

Notes Em fra £m
Assets
Non-current assets
Intangible assets 14 232.0 3991 4995
Property, plant and equipment 15 5,058.6 5,494.2 5,662.3
Investment property 15.2 15.5 155
Investments in joint ventures and associates 29 825.8 760.4 4.¢
Other financial assets 16 9.7 9.7 99
Retirement benefit asset 1 639.2 19150 9315
Trade and other receivables 17 261.4 262.6 2730
Derivative financial instruments 21 0.3 112.4 198
o 7042.2 89689 74159
Current assets
Inventories 5 624.6 5641 7004
Other financial assets 16 18.4 1.7 141.8
Trade and other receivables 17 209.6 298.0 2672
Derivative financial instruments 21 32.8 735 403
Current tax assets 35.4 19.3 -
Cash and cash eguivalents 18 674.4 254.2 3104
e 1,595.2 1,220.8 1,460
Total assets - 8,637.4 10,1897 8,876.0
Liabilities
Current liabilities
Trade and cther payables 19 1,599.0 1,501.0 1,518.2
Partnership liability to the Marks & Spencer UK Pension Scheme 12 124.9 719 719
Borrowings and other financial liabilities 20 432.8 247.8 6256
Derivative financial instruments 21 96.0 130 73
Provisions 22 431 215 100.7
Current tax liabilities ) - - 26.2
i L - 22958 1,855.2 2,3499
wn
Non-current Liabilities 'uz:
Retirernent henefit deficit 11 7.8 124 17.2 z
Trade and other payables 12 192.3 2226 156 5
Partnership liability to the Marks & Spencer UK Pension Scheme 12 68.6 135.5 2005 E
Borrowings and other financial liabilities 2C 3,659.9 3,8659 36285 g
Derivative financial instruments 21 10.7 07 2.8 z
Provisions 22 74.2 56.5 727 Z
Deferred tax liabilities o ) 23 42.3 3324 19.6 -
- - - ) ) 4,055.8 4,626.0 4,056.9
Total liabilities o 6,351.6 6,481.2 6,406.8
Net assets 2,285.8 3,7085 2,469.2
Equity
Issued share capital 24 489.2 4876 406.3
Share premium account 24 910.4 9104 416.9
Capital redemption reserve 2,210.5 2,210.5 2,2105
Hedging reserve 2] {54.8) 68.6 (14.6)
Cost of hedging reserve 21 4.6 57 1.7
Otherreserve (6,542.2) (6,542 2) (6,542.2)
Foreign exchange reserve (59.9} (359) (43.9)
Retained earnings L 5,325.2 6,597.8 6,024.8
Equity attributable to owners of the parent 2,283.0 3,702.5 24695
Non-controlling interests 7 i 28 ) 6.0 (©3)
Total equity 2,285.8 37085 24692

1 Seenoctetfordetalls of achangein accounting pelicy and the resulting restatemoent of prior years

The financial statements were approved by the Board and authorised for issue on 25 May 2021. The financial statements alsc comprise
notes 1to 31

Aloy ZM: 7:”V

Steve Rowe, Chief Executive Officer Eoin Tonge, Chief Financial Officer
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Qrdinary Share Capital Fore'gn Naon-
share premwum redernption Hedging  Costof Other exchange Reta ned cantrolling
capitat  account reserve  reserve nedging reserve'  reserve earnings’ Tatal interest Total
Lm m fm £m fm £m £n Em fm £m Im
Asat 31 March 2019 406.3 4169 2,210.5 (146) 1.7 (6,542.2) (43.9) 6,024.8 2,469.5 (0.3) 2,469.2
Profit for the year - - - - - - - 237 237 37 274
Other comprehensive
income/(expense):
Foreign currency translation
-movements recognised in cther
comprehensive Income - - - - - - 51 - 51 - 51
—reclassified and reportedin
profit or loss - — - — - - 29 — 29 - 29
Remeasurements of retirement
benefit schemes - - - - - - - 9279 9279 - 9279
Tax charge on retirement
benefit schemes - - - - - - - (1967 (96.7) - (196.7)
Cash flow hedges
-fair value movement in other
comprehensive income - - - 1478 (7.5) - - - 140.3 - 1403
-reclassified and reportedin
profit or loss - - - (18.4) - - - - (18 .4) - (18.4)
Tax on cash flow hedges - - - (28.5) 15 - - - {27.0) - (27.0)
Other comprehensive income/
(expense} - - - 1009 (6.0) - 8.0 731.2 834.1 - 834.1
Total comprehensive income/
(expense} - - - 100.9 (6.0} - 8.0 754.9 857.8 3.7 861.5
Cash flow hedgesrecognisedin
inventories - - - (21.8) - - - - (21.8) - (21.8)
Tax on cash flow hedges
recognised ininventories - - - 41 - - - - 4] - 41
Transactions with owners:
Dividends - - - - - - - (1911 (191.) - {1911y
Transactions with non-controlling
shareholders - - - — - - - - - 26 26
Shares issued on exercise of
employee share options - 01 - - - - - - 01 - 01
Shares issued onrightsissug’? 81.3 4934 - - - - - - 574.7 — 5747
Purchase of own shares held by
employee trusts - - - - - - - (8.9 8.9) - 8.9)
Credit for share-based payments - - - - - - - 8.5 18.5 - 18.5
Deferred tax on share schemes - - - - - - - (0.4) 0.4) - (0.4)
As at 28 March 2020 4876 9104 2,210.5 68.6 5.7 (6,542.2) (35.9) 6,597.8 3,702.5 6.0 3,708.5
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY CONTINUED

Ordinary Share Capital Fore gn Non-
share promium redempt on Hedging  Cost of Other exchange Retainod controlling
capital  account reserve  reserve nedging reserve'  reserve earn ngs? Total interest Tolal
fm £m £m £m £m £ fm £n fm £ fm
As at 29 March 2020 4876 9104 2,210.5 68.6 5.7 (6,542.2) (35.9) 6,597.8 3,702.5 6.0 3,708.5
Loss for the year - - - - - - - (198.0) (198.0) (3.2} (201.2)
Other comprehensive
(expense)/income:
Foreign currency translation
—movements recognised in other
comprehensive income - - - - - - (227) - (27.7) - (22.7)
-reclassified and reportedin
profit or loss - - - - - - 3.7 - 3.7 - 3.7
Rerneasurements of retirement
benefit schemes - - - - - - - (1,252.0) (1,352.0) - (1,352.0)
Tax credit on retirement benafit
schemes - - - - - - - 256.5 256.5 - 256.5
Cash flow hedges
—fair value movement in cther
comprehensive income - - - {(214.2) (1.3) - - -  (215.5) - (215.5)
-reclassified and reported in
profit or loss - - - 265 - - - - 26.5 - 26.5
Tax on cash flow hedges - - - 36.8 0.2 - - - 37.0 - 37.0
Other comprehensive
{expense)/income - - - {150.9) (1.1) - (24.0) (1,095.5) (1,271.5) « {1,271.5)
Total comprehensive
{expense)/income - - - (150.9) (1.1) - (24.0) (1,293.5) (1,469.5) (3.2) 0,472.7)
Cash flow hedges recognised in
inventeories - - - 339 - - - - 33.9 - 339
Tax on cash flow hedges
recognised in inventories - - - (6.4) - - - - (6.4) - (6.4)
Transactions with owners:
Shares issued in respect of
employee share options 16 - - - - - - {1.6} - - -
Purchase of own shares held by
employee trusts - - - - - - - (0.8) (0.8) - {0.8)
Credit for share-based payments - - - - - - - 19.3 19.3 - 18.3
Deferred tax on share schemes - - - - - - - 4.0 4.0 - 4.0
As at 3 April 2021 489.2 9104 22105 (54.8) 4.6 {6542.2) (59.9) 5,325.2 2,283.0 2.8 2,2858

1 The Otherresarve’wasoriginally created as part of the capitalresirucilunngthat look place in 2002 It representsthe dfference betweenthe nominal value of the shares 1ssued
priar tothe capital reduction by the Comoany (eing Lhe carry ng value of tnenvestmeant in Marks and Spencer plc) and the share capital, share premium and capitat redemption

reserve of Marksand Spencer ple 8t Lhe date of thetransact o

[N

Included w Lhin Reta ned earningsis the fair value through other comprehens ve incame reser ve
The share premiumamount of £493 4m s not of £26 6min relation Lo transaction costs associated with tne nights ssue.

Annual Repart & Financial Statements 2021

127

v
-
r4
w
=
w
-
<
P
%]
]
i
o
=
L)
z
w



CONSOLIDATED STATEMENT OF CASH FLOWS

52 weeks ended

Siweeksended 28 March 2020
IAprit2021 (Restated)
Notes £m fm
Cash flows from operating activities
Cash generated from operations 26 876.7 1,045.4
Income tax paid - L (5.8) (91.6)
ﬂg_t__cagr_;ihflow from operating acti\;itigs o ) B 8709 9538
Cash flows from investing activities
Proceeds on property disposals 2.9 27
Purchase of property, plant and equipment (158.9) (251.0)
Purchase of intangible assets (47.8) (77.6)
(Purchase)/sale of current financial assets (6.7} 1301
Purchase of Investmentsin associates and joint ventures’ 8.7 (580.3)
Interest received - L - 9.2 104
Net cash used ininvesting activities =~ o o o o o (192._63;__ (76_57_)
Cash flows from financing activities
interest paid’ (219.3) (224.2)
Issuance of Medwm Term Notes 300.0 2500
Redemption of Medium Term Notes (136.4) (400.0)
Repayment of lease Liabilities (184.3) (201.4)
Payment of liability to the Marks & Spencer UK Pension Scheme {12.2) (63.5)
Equity dividends paid 9 - (191.1)
Shares issued on exercise of employee share options 24 - 01
Proceeds from rights issue net of issue costs 24 - 574.4
Purchase of own shares by employee trust (0.8) (8.9}
Cash received from settlement of derivatives L 14.0 2.7
l_d_i_c;;I; used in financing activities i L N o _-”(244.0) (_2_569_)
Net cash inflow/(outflow) from activities o - 4343 (68.8)
Effects oﬁéxchange rate changes T o _(55) 0.5
Openingnetcash o o . 2387 3070
Closing net cash 27 669.7 2387

1 Seenolalfeordetalsonachange .naccount ngpolicyand bneresulting restatement

[

(tast year £25m) nrelatior to Founders Factory Retail Liitea

w

(lastyoar £134 3m)

128 Marhksand Spencer Group plc
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NOTES TO THEFINANCIAL STATEMENTS

1ACCOUNTING POLICIES

General information

Marks and Spencer Group ple (the *Company”)is a public
Company imited by shares incorporated in the United Kingdom
under the Companies Act and is registered in England and Wales.
The address of the Company's registered of fice is Waterside
House, 35 Nerth Wharf Road, London W2 INW.

The principal activities of the Company and its subsidiaries (the
“Group’) and the nature of the Group's operations is as a Clothing
& Home and Food retailer.

These financial staternents are presentad in sterling, which is
also the Company’s functional currency, and are rcunded to the
nearest hundred thousand Foreign operations are included in
accordance with the policies set out within this note,

Basis of preparation

The financial statements have been prepared for the 53 weeks
ended 3 April 2021 (Last year: 52 weeks ended 28 March 2020)
in accordance with international accounting standards in
conformity with the requirements of the Companies Act 2006
and the International Financial Reporting Standards adopted
pursuant te Regulation (EC) No 1606/2002 as it applies inthe
European Union.

The Marks and Spencer Scottish Limited Partnership has taken
an exernption under paragraph 7 of the Partnership {Accounts)
Regulations 2008 from the requirement to prepare and deliver
financial staterments in accordance with the Companies Act.

The financial statements have been prepared on a going concern
asis. In adopting the going concern basis, the directors have
considered the business activities as set out cn pages 10 to 25,
the financial position of the Group, its cash flows, liquidity
position and borrowing facilities as set out in the Financial
Review on pages 38 to 46, the Group's financial risk management
objectives and exposures to liguidity and other financial risks as
set outin note 21 and the principal risks and uncertainties as set
out on pages 48 to 56.

AL 3 April 2021, the Group had available liguidity of £1,799.4m,
comprising cash and cash equivalents of £674 4m, an undrawn
committed syndicated bank revolving credit facility ('RCF") of
£11bn (set to mature in April 2023), and undrawn uncommitted
facilities amounting to £25.0m. Thisis an increase of £395.2m
comparedto the £1,404.2m liquidity position as at 28 March
2020 and has been achieved through the active measures taken
by the Group to strengthen liguidity in respoense to the risks
posed by the Covid-19 pandemic. In addition to operational
cash preservation gctions, the following measures have also
been undertaken:

- Refinancing the upcoming December 2021 bond maturity with
a£300m 2026 bond issuance.

- Extending the relaxation of covenant tests with the lending
syndicate of banks providing the £1.1bn revolving credit facility,
up to and including the period to March 2022,

In adopting the going concern basis of preparation, the directors
have assessed the Group's cash flow forecasts which incorporate
alatest estimate of the ongoing impact of Covid-19 on the Group.
The forecast assumes that the UK government's four-step
roadmap out of lockdown continues as planned, but that a fulk
Lifting of restrictions does not occur until G3 2021/22.

Under these tatest forecasts, the Croup is able to operate without
the need to draw on its available facilities and without taking any
supplementary mitigating actions, such as reducing capital
expenditure and other discretionary spend. The forecast cash
flows also indicate that the Croup will comply with all relevant
banking covenants during the forecast period, being at least

12 months from the approval of the financial statements.

The directors have reviewed the evolution of Covid-19 and
theimpact onthe business and considered the potential
longer-termimpacts of the pandemic by modelling a more
severe, but plausible, downside scenario. This downside scenario
assumes that.

- Afour-month lockdown between December 2021 and
March 2022 will be mandated by the government, resulting
in store closures and a 3% decline in Food sales Between this
period, a range of 10%- 20% decline in Clothing & Home sales
has been modelled, as well as a 10% decline in International
sales These declines have been set with reterencetothe
2020/21 results; and,

- Aneconomic recession in the UK froam October 2021, following
the cessation of the Coronavirus Job Retenticn Schemeiin
the UK, that continuesinto 2022/23 and 2023/24, resulting ina
decline in sales of between 1% - 5% per annum, continuing for
three years, across both sides of the business.

Even under this severe but plausible downside scenario, the
Croup would continue to have sufficient liguidity headrcom
onits existing facilities and against the revolving credit facility
financial covenant for the forecast pericd. Although should
such a scenario arise, there are a range of mitigating actions that
could be taken to reduce the impact. Civen current trading and
expectations for the business, the directors consider that this
downside scenario reflects a plausible, but remote, cutcome for
the Group.

In addition, reverse stress testing has been applied to the model,
which represents a significant decline in sales compared to the
downside scenario. Such a scenario, and the sequence of events
which could lead to it, is considered o be remote

As aresult, the directors believe that the Croup is well placed to
manage its financing and other significant risks satisfactorily
and that the Croup will be able to operate within the level of its
facilities for the foresecable future, being a period of at least

12 rnonths from the approval of the financial statements.

For this reason, the directors consider it appropriate for the
Croup to adopt the going concern basis in preparing its
financial statements.
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Change in accounting policy

Due to a change in the Group's accounting policy to recognise
BACS payments at the settlement date, rather than when they
are initiated, to more apprepriately reflect the nature of these

transactions, the comparative amounts have been restated.

The impact cnthe 28 March 2020 balance sheet is an increase

to current trade and other payables of £74.6m (2019 £93.8m),
adecrease to bank loans and overdrafts, within current liabilities,
of £68.8m (2019: £f68. 8m) and an increase t¢ cash and cash
equivalents of £5.8m (2019 £25.0m). Net cash cutflow from
activities in 2019/20 hasincreased by £19.3m while net debt

as at 28 March 2020 has decreased by £74.6m {2019 £93 9m).
Thereis noimpact on the income staterment, earnings per share
or net assets.

New accounting standards adopted by the Group

The Group has applied the following new standards and
interpretations for the first time for the annual reporting period
commencing 29 March 2020:

- Amendments to IAS ] and IAS 8 Definition of Material
- Amendments to [FRS 3: Definition of a Business

- Amendments to References to the Conceptual Framework in
IFRS Standards
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The Group also elected to adopt the following amendment early:
- Amendment to IFRS 16: Covid-19-Related Rent Concessions

Theimpact of early adopting the amendment to IFRS 16 is
described below.

The adoption of the other standards and interpretations listed
above has not led to any changes to the Group's accounting
policies or had any other matenal impact on the financial position
or performance of the Group.

Amendment to IFRS 16: Covid-19-Related Rent Concessions

The Group has applied the amendment to IFRS 16 in advance of
its effective date and, as a result, has treated rent concessions
ccecurring as a direct conseauence of Covid-19 as variable lease
payments rather than as lease modifications.

The amount recognised in profit or loss in the period to reflect
changes in lease payrnents arising from Covid-19-related rent
concessions was a gain of £10 9.

New accounting standards in issue but not yet effective

New standards and interpretations that are inissue but not yet
effective are listed below:

— IFRS17 Insurance Contracts

- Amendments to IFRS 9, 1AS 39, IFRS 7,{FRS 4 and IFRS 16
Interest Rate Benchmark Reform Phase 2

- Amendments to IFRS 10 and 1AS 28: Sale or Contnibution of
Assets between an Investor andits Associate or Joint Venture

- AmendmentstolaST Classification of Liabilities as Current
or Non-Current,

- Amendments to IFRS 3: Reference to the Conceptual Framework

- Amendments to lAS 16 Property, Plant and Equipment -
Proceeds before Intended Use

- Amendments to 1AS 37: Onerous Contracts - Cost of Fulfilling
aContract

- Annuallmprovernents to IFRS Standards 2018-2020 Cycle:
Amendments to IFRS 1 First-time Adoption of International
Financial Reporting Standards, IFRS 9 Financial Instruments,
IFRS 6 Leases and |AS 4] Agriculture

The adoption of the above standards and interpretations is not
expécted to lead to any changes to the Group's accounting
policies or have any other material impact on the financial
position or performance of the Group.

Alternative performance measures

In reporting financial inforrmation, the Group presents alternative
performance measures (APMs), which are not defined or specified
under the reguirements of IFRS.

The Croup believes that these APMs, which are not considered
to be a substitute for, or superior 10, IFRS measures, provide
stakeholders with additional helpful information on the
performance of the business These APMs are consistent with
how the business performance is planned and reported within
the internal management reporting to the Board and Executive
Committee. Some of these measures are alsoused for the
purpose of setting remuneration targets.

The key APMs that the CGroup uses include: Like-for-like revenue
growth; operating profit before adjusting items; profit before tax
and adjusting iterms; adjusted basic earnings per share; net debt,
net debt excluding lease liabilities; free cash flow; and return on
capital employed. Each of these APMs, and others used by the
Croup, are set outin the Glossary including explanations of how
they are calculated and how they canbe reconciled to a statutory
measure where relevant.
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The Group reports sorme financial measures, primarily
International sales, on beth a reported and constant currency
basis. The constant currency basis, which is an APM, retransiates
the previaus year revertues at the average actual periadic
exchange rates usedin the current financial year. This measure
is presented as a means of eliminating the effects of exchange
rate fluctuations on the year-on-year reported results.

The Group makes certain adjustments to the statutory profit
measures in order to derive many of these APMs The Croup’s
policy is to exclude items that are considered significant in nature
and/or quantum to the financial statement line item or applicable
disclosure note or are consistent with items that were treated as
adjusting in prior periods. The Group's definition of adjusting
iterns is consistent with prior periods. Previously these were
presented in the consolidated income statement in a columnar
farrmat; the Croup now presents a reconciliation of profit before
tax and adjusting items to profit before tax on the face of the
consolidated income statement Adjusted results are consistent
with how business performance is measured internally and
presented to aid comparability of performance. On this basis,

the following items were included within adjusting items for the
53-week period ended 3 April 2021

— Net charges associated with the strategic programme in
retation to the review of the UK store estate.

- Significant restructuring costs and cther associated costs
arising from strategy changes that are not considered by the
Group to be part of the normal operating costs of the business.

- impairment charges and provisions that are considered ta be
significant in nature and/or value to the trading performance
of the business.

- Charges and reversals of previous impairments arising from
the write-off of assets and other property charges that are
considered to be significant in nature and/or value.

- Adjustments toincome from M&S Bank due to a provision
recognised by M&S Bank for the cost of providing redress to
customersin respect of possible mis-selling of M&S Bank
financial products

- Significant non-cash charges relating to the Group’s defined
benefit scheme arising from equalisation of guaranteed
minimum pensions (GMP) and other pension equalisation.

- Significant costs arising from establishing the investment in
Cceado Retail Limited.

- Amortisation of the identified intangible assets arising as part
of the investment in Ocado Retail Limited.

- Rermeasurement of contingent consideration including
discount unwind.

- Directly attributable gains and expenses resulting from the
Covid-19 pandemic.

- Transition costs associated with the Sparks loyalty programme’.

1 Adpusting itermns inthe current yeasnclude the charges associatedwith ihe transtion
af tne Sparksloyalty programme Wnile bne Groun prov desvoucnersto customers as
partof itsongoingonerations, vouchers of t+is nature andguantumnave never been
pravided betore rrelationto a one-off event (refer to note b “or further det ailsy
The Grouo nas rev.ewed now taoplhes iLs oolicy and has concluded to nelude these
charges nadusting tems

Refer to note b fora summary of the adjusting items.
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A summary of the Company's and the Group's accounting
policies is given below.

Accounting convention

The financial statements are drawn up on the historical cost
basis of accounting, except for certain financial instruments
(including derivative instruments) and plan assets of defined
benefit pension schemes which are measured at fair value at
the end of each reporting period, as explained in the accounting
policies below.

Basis of consolidation

The Croup financial statements incorporate the financiat
statements ot Marks and Spencer Group plc and all its
subsidiaries made up to the periad end date, Where necessary,
adjustments are made to the financial staterments of subsidiaries
to bring the accounting policies used in line with those used by
the Croup.

Subsidiaries

Subsidiary undertakings are all entities (including special
purpose entities) over which the Company has control. Control
is achieved when the Company has the power over the entity;

is exposed, or has rights to, variable returns from its involvement
with the entity; and has the ability to use its power to affect its
returns. The Company reassesses whether or not it controls an
entity if facts and circumstances indicate that there are changes
to one or more of these three elements of control. Consolidation
of a subsidiary begins when the Company obtains control over
the subsidiary and ceases when the Company loses control of the
subsidiary. Subsidiary undertakings acquired during the year are
recorded using the acquisition method of accounting and their
results are included from the date of acgquisition.

The separable net assets, including property, plant and
equipment and intangible assets, of the newly acquired
subsidiary undertakings are incorporated into the consolidated
financial statements on the basis of the fair value as at the
effective date of control.

Intercomnpany transactions, balances and unrealised gains
on transactions between Group companies are eliminated
on consotidation,

Associates

An associate is an entity over which the Group has significant
influence and that is neither a subsidiary nor aninterestin a

jeint venture. Significant influence is the power to participate in
the financiat and operating policy decisions of the investee but is
not control or joint control aver those policies. The resuits and
assets and liabilities of associates are incorporated in these
financial statements using the equity method of accounting.
Under the equity methed, an investment in an associate is
recognised initially in the consclidated statement of financial
position at cost and adjusted thereafter to recognise the Group's
share of the profit or loss and other comprehensive income of
the associate. When the Group’s share of losses of an associate
exceeds the Croup’s interest in that associate (which includes any
long-term interests that, in substance, form part of the Croup’s
netinvestment in the associate), the Croup discontinues
recognising its share of further losses. Additional losses are
recegnised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of

the associate, Dividends received ¢r receivable from an associate
are recognised as a reductionin the carrying amount of

the investment.

Associated undertakings acquired during the year are recorded
using the equity method of accounting and their results are
included from the date of acquisition. On acquisition of the
investment in an asscciate, any excess of the cost of the
investment over the Croup’s share of the net fair value of the
identifiable assets and Labilities of the investee isrecognised as
goodwitl, which is included within the carrying amount of the
investrment. Any excess of the Croup’s share of the net fair value
of the identifiable assets and liakilities over the cost of the
investrment, after reassessment, is recognised immediately in
profit or loss in the period in which the investment 1s acguired.
The Croup's share of the net fair value of identified intangible
dssels is amaortised over the expected useful economic life of
the assets.

The requirements of IAS 36 are applied to determine whether it is
necessary to recognise any impairment loss with respectto the
Croup’s investment in an associate. When necessary, the entire
carrying amount of the investment (including goodwill} is tested
forimpairment in accordance with 1AS 36 as a single asset by
comparing its recoverable amount (higher of value in use and
fair value less costs of disposal) with its carrying amount.

When & Group company transacts with an associate of the Group,
profits and losses resulting from the transactions with the
associate are recognised only to the extent of interestsin the
associate that are not related to the Group.

Revenue

Revenue comprises sales of goods to customers outside the
Group less an appropriate deduction for actual and expected
returns, discounts and loyalty scheme vouchers, and 1s stated net
of value added tax and other sales taxes Revenue is recognised
when performance obligations are satisfied and gocds are
delivered to our franchise partners or the customer and the
control of goodsis transferred to the buyer Online sales are
recognised when iterns are delivered, as thisis when the
performance obligationis deermed to have been satisfied.

Aright of return is not a separate performance obligation and
the Groupis required to recognise revenue net of estimated
returns A refund liability and a corresponding assetininventory
representing the right to recover products from the customer
are recognised.
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The Group enters into agreements which entitle other parties
to operate under the Marks & Spencer brand name for certain
activities and operaticns, such as M&5 Bank and M&S Energy
These contracts give rise to performance-based variable
consideration. Income dependent on the performance of the
third-party operations is recognised when it is highly orobable
that a significant reversal in the amount of income recognised
will not occur, and presented as other operating income.

Supplier income

In line with industry practice, the Croup enters into agreements
with suppliers to share the costs and benefits of promotional
activity and votume growth. The Croup receivesincome from its
suppliers based on specific agreements in place. This supplier
income received is recognised as a deduction from cost of sales
based on the entitlement that has been earned up to the balance
sheet date for each relevant supplier agreement. Marketing
contributions, equipment hire and other non-judgemental,

fixed rate supplier charges are notincluded in the Group’s
definition of supplierincome.
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The types of supplierincome recognised by the Group and the
asscciated recognition policies are:

A. Promotional contribution Includes supplier contributions to
promotianal giveaways and pre-agreed contributions to annuat
“spend and save” activity.

incorne is recognised as a deduction to cost of sales over

the relevant promotional period. Income s calculated and
invoiced at the end of the promoticnal period based on actual
sales or according to fixed contribution arrangements.
Contributions earned but not invoiced are accrued at the end
of the relevant period.

B. Volume-hased rebates Includas annual growth incentives,
seasonal contributions and contributions to share economies of
scale resulting from moving product supply.

Annual growth incentives are calculated and invoiced at the end
of the financial year, once earned, based on fixed percentage
growth targets agreed for each supptlier at the beginning of the
year. They are recognised as a reduction in cost of salesin the
year to which they relate Other volume-based rebates are
agreed with the supplier and spread over the relevant season/
contract period to which they relate Contributions earned but
not inveiced are accrued at the end of the relevant period.

Uncollected supplier income at the balance sheet dateis
classified within the financial statements as follows:

A.Trade and other payables The majority of income due from
suppliersis netted against amounts owed to that supplier as the
Croup has the legal right and intention to offset these balances.

B. Trade and other receivables Supplier income that has been
earned but not invoiced at the balance sheet date is recognised
intrade and other recevables and primarily relates to volume-
based rebates that run up to the pericd end,

in order to provide users of the accounts with greater
understanding in this area, addittonal balance sheet disclosure
is provided in note 17 to the financial staternents.

MES Bank

The Croup has an economic interast in M&S Bank which entitles
the Group 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 pericdin
which they are approved and paid.

Government grants

Government grants are recognised where there is reasonable
assurance that the grants will be received and that the Group will
comply with the conditions attached to them.

Government grants that compensate the Croup for expenses
incurred are recognised inprofit orloss, as a2 deduction against
the related expense, over the periods necessary to match them
with the related costs.

Government grantincome is disclosed in note 30.

Pensions

Funded pension plans are in place for the Group's UK employees
and some overseas employees
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For defined benefit pension schemes, the difference between
the fair value of the assets and the present value of the defined
benefit obligationis recognised as an asset or Liability in the
statement of financial position. The defined benefit obligation is
actuarially calculated using the projected unit credit method.
An asset can be recognised as in the event of a ptan wind-up, the
pension scheme rules provide the Croup with an unconditional
right to a refund of surplus assets assuming a full settlement of
plan liabilities. In the ordinary course of business, the Trustees
have ne rights to wind-up, or change, the benefits due to the
members of the scheme. As a result, any net surplus in the UK
defined benefit (DB) scheme is recognised in full.

The service cost of providing retirement benefits to employees
during the year, together with the cost of any curtailment, is
charged to operating profit in the year. The Group no langer
INcurs any service cost or curtailment costs related te the UK
DB pension scheme as the schemeis closed to future accrual.

The net interest cast on the net retirement benefit asset/liabdity
is calculated by applying the discountrate, measured at the
beginning of the year, to the net defined pbenefit asset/liability
andisincluded as a single net amount in finance income.

Remeasurements, being actuarial gains and losses, together with
the difference between actual investrnent returns and the return
implied by the net interest cost, are recognised immediately in
other comprehensive income,

Payments to defined contribution retirernent benefit schemes
are charged as an expense on an accruals basis.

For further details on pension schemes and the partnershio
tiability to the Marks & Spencer UK Fension scheme, see notes 11
and 12

Intangible assets

A. Goodwill Coodwill arising on consabdation represents the
excess of the consideration paid and the amount of any non-
controlling interest inthe acquiree aver the fair value of the
identifiable assets and liabilities (including intangible assets)

of the acquired entity at the date of the acquisition. Goodwill is
recognised as an asset and assessed for impairment annually or
as triggering events occur. Any impairment in value is recognised
within the iIncome statement.

8. Acquired intangible assets Acquired intangible assets include
trademarks or brands. These assets are capitalised onacquisition
at cost and amoartised on a strarght-line basis aver their estimated
useful lives.

Acquired intangible assets are tested for impairment as
triggering events occur. Any impairment in valueis recogrused
within theincome staterment.

C. Software intangibles Where computer software s not an
integral part of a related item of computer hardware, the
software is treated as an intangible asset. Capitalised software
costsinclude external direct costs of goods and services, as well
as internal payroll-related costs for employees whe are directly
associated with the project

Capitatised software development costs are amortised on a
straight-line basis over their expected economic lives, normally
between 3 and 10 years. Computer software under development
is held at cost less any recognised impairment loss. Any
impairment in value is recognised within the income statement.
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Property, plant and equipment

The Group's policy is to state property, plant and equipment

at cost less accumnulated depreciation and any recognised
impairment loss. Property is not revalued for accounting
purposes. Assetsin the course of construction are held at cost
less any recognised impairment loss. Cost includes professional
fees and, for qualifying assets, borrowing costs Leasehold
buildings with lease premiums and ongeing peppercorn lease
payments are considered in-substance purchases and are
therefore included within the buildings category of property,
plant and equipment.

Depreciation is provided to write off the cast of tangible
non-current assets (including investrment properties), less
estimated residual values on a straight-line basis as follows:

- Freeholdland -not depreciated.

- Bulldings - depreciated to their residual value over their
estimated remaining economic lives of 25-50 years.

- Fixtures, fittings and equipment - 3 to 25 years according to
the estimated economic life of the asset.

Residual values and useful economic lives are reviewed annually.
Depreciation is charged on all additions to, or disposals of,
depreciating assets inthe year of purchase or disposal.

Any impairment in value, or reversal of animpairment,
is recognised within the iIncorme statement.

Leasing

The Group recognises a right-of-use asset and corresponding
liability at the date at which a leased gsset 1s made gvailable far
use by the Group, except for short-term leases (defined as leases
with a lease term of 12 months or less) and leases of low-value
assets. For these leases, the Group recognises the lease
payments as an operating expense on a straight-line basis over
the term of the lease.

Lease Liabilities are measured at the present value of the future
lease payments, excluding any payments relating to non-lease
components. Future lease payments include fixed payments,
in-substance fixed payments, and variable lease payments
that are based onan index or a rate, less any lease incentives
receivable. Lease liabilities also take inte account amounts
payable under residual value guarantees and payments to
exercise aptions to the extent that itis reasonably certain that
such payments will be made. The payments are discounted at
the rate implicit in the lease or, where that cannot be readily
determined, at an incremental borrowing rate.

Right-of-use assets are measured initially at cost based on

the value of the associated lease liability, adjusted for any
payments made before inception, initiat direct costs and an
estimate of the dismantling, removal and restoration costs
required in the terms of the lease. The Croup presents right-of-
use assets in ‘property, plant and equipment’in the consolidated
staterment of financial position.

Subseguent to initial recognition, the lease liability is reduced

for payments made and increased to reflect interest onthe lease
liability {(using the effective interest method). The related right-of-
use assel is depreciated over the term of the lease or, if shorter,
the useful economic life of the leased asset. The lease term shall
include the period of an extension option where it is reasonably
certain thal the option will be exercised. Where the {ease contains
a purchase option the asset is written of f over the useful life of
Lhe asset whenit is reascnably certain that the purchase cption
will be exercised.

The Croup remeasures the lease Liability (and makes a
corresponding adjustment ta the related right-of-use
asset) whenever

- The lease term has changed or there is a change inthe
assessment of exercise of a purchase option, in which case the
lease liability is remeasured by discounting the revised lease
payments using a revised discount rate,

~ Thelease payments change due to changesin anindexor
rate or a change in expected payment under a guaranteed
residual value, in which cases the lease Liability is remeasured
by discounting the revised lease payments using the initial
discount rate (unless the lease payments changeisduetoa
changein afloating interest rate, in which case a revised
discount rateis used).

- Alease contract is modified and the lease modification 1s not
accounted for as a separate lease, in which case thelease
liability 15 remeasured by discounting the revised lease
payments using a revised discount rate.

Leases for which the Group is a lessor are classified as finance or
operating leases. A lease is classified as a finance lease if it
transfers substantially all the risks and rewards of ownership
tothe lessee and classified as an operating lease if it does not.
When the Croup is an intermediate lessor, it accounts for the head
lease and the sub-lease as two separate contracts. The sub-lease
is ctassified as a finance or operating lease by reference to the
right-of-use asset arising from the head lease.

Amounts due from lessees under finance leases are recognised
as receivables at the amount of the Group's net investmentin the
leases. Finance leaseincome s allocated to accounting periods
so as to reflect a constant periodic rate of return on the Group’s
net investrnent in the lease. Rentalinceme from operating
leases is recognised on a straight-line basis over the term of the
relevant lease.

Cash and cash equivalents

Cash and cash equivalents includes short-term deposits
with banks and other financial institutions, with an initial
maturity of three months or less and credit card payments
received within 48 hours. Bank transactions are recorded on
their settiement date.

Inventories

Inventories are valued on a weighted average cost basis and
carried at the lower of cost and net realisable vatue. Cost includes
all direct expenditure and other attributable costs incurred in
bringing inventcries to their present location and condition.

All inventories are finished goods. Certain purchases of
inventories may be subject to cash flow hedges for foreign
exchange risk. The initial cost of hedged inventory is adjusted by
the associated hedging gain or loss transferred from the cash
flow hedge reserve (“basis adjustment”™).
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Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that the
Group will be required to settle that obligation. Provisions are
measured at the best estimate of the expenditure required to
settle the obligation at the end of Lhe reporting period, and are
discounted to present value where the effect is material.

Share-based payments

The Group issues equity-settled share-based payments to
certain employees. A fair value for the eguity-settled share
awards is measured at the date of grant. The Group measures
the fair value of each award using the Black-Scholes model
where appropriate.

The farr value of each award is recognised as an expense over
the vesting period on a straight-line basis, after allowingfor an
estimate of the share awards that will eventually vest. The level
of vesting is reviewed at each reporting period and the chargeis
adjusted to reflect actual and estimated levels of vesting.
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Foreign currencies

The financial staternents are presented in sterling which is the
Company’'s functional currency.

The results of overseas subsidiaries are translated at the weighted
average of monthly exchange rates for revenue and profits.

The statements of financial position of overseas subsidiaries are
translated at year-end exchange rates. The resulting exchange
differences are booked into reserves and reported in the
consolidated statement of comprehensive income. On disposal
of an overseas subsidiary the related cumulative translation
differences recognised in reserves are reclassified to profit or
loss and are recognised as part of the gain or lass on disposal.

Transacticns denominated in foreign currencies are translated
at the exchange rate at the date of the transaction. Foreign
currency monetary assets and Liabilities held at the end of the
reporting period are translated at the closing balance sheet rate.
The resutting exchange gain or loss is recognised within the
income statement.

Taxation

Tax expense comprises current and deferred tax. Tax is
recognised in the income statement, except to the extent that it
relates to itemns recognised in other comprehensive income or
directly in equity, in which case the related tax is recognised in
other comprehensive income or directly in equity.

Provision is made for uncertain tax positions when it is considered
probable that there will be a future outflow of funds to a tax
authority. The provisioniis calculated using the single bast
estimate where that outcome 1s more Likely than notand a
weighted average probability in other circumstances. The
position is reviewed on an ongoing basis, to ensure appropriate
provision is made for each known tax risk.

Deferred taxis accounted for using a temporary difference
approach, and is the tax expected to be payable or recoverable
on temporary differences between the carrying amount of
assets and liabilities in the statement of financial position and the
corresponding tax bases used in the computation of taxable
profil. Deferred tax is calculated based on the expected manner
of realisation or settlement of the carrying amount of assets and
Labilities, applying tax rates and laws enacted or substantively
enacted at the end of the reporting pericd.

Deferred tax Liabilities are generally recognised for all taxable
temporary differences. Deferred tax Labilities are recognised

for taxable temporary differences arising oninvestrmentsin
subsidiaries, associates and joint ventures, except where the
reversal of the temporary difference can be controlled by the
Group and it s probable that the difference will not reverse in the
foreseeable future. In addition, deferred Lax liabilities are not
recognised on temporary differences that arise fromn goodwill
which is not deductible for tax purpcses

Deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which the
deductible temporary differences can be utilised The carrying
amount of deferred tax assetsis reviewed at the end of each
reporting pericd and reduced to the extent that it is no longer
probabie that sufficient taxable profits will be available to allow
all or part of the asset to be recovered.

Deferred tax assets and liabilities are not recognised in respect of
termporary differences that arise on initial recognition of assats
and liabilities acguired other than in a business combination.

134 Marks and Spencer Group plc

Financial instruments

Financial assets and liabilities are recognised in the Croup’s
statement of financial position when the Group becomes a party
to the contractuatl provisions of the instrument. Financial assets
are initially classified as at fair value through profit and loss, fair
value through other comprehensive income or amortised cost
depending on the Group's business model for managing the
financial asset and its cash flow characteristics. Financial assets
that are held for collection of contractual cash flows, where those
cash flows represent sclely payrments of principal and interest,
are measured at amortised cost

A.Trade and other receivables Trade receivables are recorded
initially at transaction price and subsequently measured at
amortised cost. This results in their recognition at nominal value
less an allowance for any doubtful debts. The allowance for
doubtful debts is recognised based on management's
expectation of losses without regard to whether an impairment
trigger happened or not (an "expected credit loss” model).

B. Other financial assets Other financial assets consist of
investments in untisted equity securities and short-term
investrments with a maturity date of over 90 days and are
classified as either fair value through other comprehensive
income (FVOCI) or fair value through profit and loss (FVPL).
Financial assets held at FVOC| are initially measured at fair value,
including transaction costs directly attributable to the acquisition
of the financial asset. Financial assets held at FVPL are initially
recognised at fair value and transaction costs are expensed.

For equity investments at FVOCI, gains or losses arising from
changes in fair value are recegnised in cther comprehensive
income until the security 1s disposed of, at which time the
cumulative gain or loss previously recognised in cther
comprehensive income and accumulated in the FYOCl reserve
1s transferred toretained carnings.

The Group designated all non-listed equity investments not held
for trading as FYOCI on initial recognition because the Group
intends to hold them for long-term strategic purposes.

Financial assets that do not meet the critenia for being measured
at amortised cost or FVOClare measured at FVPL with gains and
losses arising from changes in fair value included in the income
statement for the period.

C. Classification of financial liabilities and equity Financial
tiabilities and eqguity instrurments are classified according to
the substance of the contractual arrangements entered into.
Aneqguity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of

its liabilities.

D. Bank borrowings Interest-bearing bank loans and overdrafts
are initially recorded at fair value, which equals the proceeds
received, net of direct issue costs. They are subsequently held at
amortised cost. Finance charges, including premiums payable on
settlerment or redemption and direct issue costs, are accounted
for using an effective interest rate method and are added to or
deducted from the carrying amount of the instrument.

E.Loan notes Long-term loans are initially measured at fair value
net of direct issue costs and are subsegquently held at amortised
cost. If the loan is designated in a fair value hedge relaticnship,
the carrying value of the loan is adjusted for fair value gains or
losses attributable to the risk being hedged.

F. Trade payables Trade payables are recorded initially at fair
value and subsequently measured at amortised cost. Cenerally,
this results in their recognition at their nominal value.

G. Equity instruments Equity instruments issued by the
Group arerecorded at the consideration received, net of direct
1Issue Costs.
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Derivative financial instruments and hedging activities

The Group primarily uses interest rate swaps, Cross-currency
swaps and forward foreign currency contracts to manage its
exposures to fluctuations in interest rates and foreign exchange
rates These instruments are initially reccgnised at fair value

on the trade date and are subsequently remeasured at their

fair value at the end of the reporting period. The method of
recognising the resulting gain or loss is dependent on whether
the derivative is designated as a hedging instrurment and the
nature of the item being hedged.

The Croup designates certain hedging derivatives as either:

- Ahedge of a highly probable ferecast transaction or change
in the cash flows of arecognised asset or liablity (a cash flow
hedge); or

- Ahedge of the exposure to change inthe fair value of a
recognised asset or liability (a fair vatue hedge).

At the inception of a hedging relationship, the hedging
instrument and the hedged item are documented, along with
therisk management objectives and strategy for undertaking
various hedge transactions and prospective effectiveness
testing is performed. During the life of the hedging relationship,
praspective effectiveness testing is performed to ensure that

the instrument remains an effective hedge of the transaction
Changes in the fair value of dervative financial instruments that
do not qualify for hedge accounting are recognised in the income
statement as they anse.

In 2019/20, the Croup early adopted the Phase 1 amendments
Interest Rate Benchmark Reform - Amendments {0 IFRS 9, IAS 39
and IFRS 7 These amendments modify specific hedge accounting
requirements to allow hedge accounting to continue for affected
hedges during the period of uncertainty before the hedged items
or hedging instruments affected by the current interest rate
benchmarks are amended as a result of the ongoing interest rate
benchmark reforms. The application of the amendments impacts
the Croup’s accounting in relation to a sterling denominated fixed
rate debt, for which it fair value hedge accounts using sterling
fixed to GBP LIBOR interest rate swaps. The amendments permit
continuation of hedge accounting evenif in the future the
hedged benchmark interest rate, GBP LIBOR, may no longer be
separately identifiable. Howaver, this relief does not extend to the
requirement that the designated interest rate risk component
must continue to be reliably measurable. If the risk component

is no longer reliably measurable, the hedging relationship

is discontinued.

A.Cash flow hedges Changes inthe fair value of derivative
financial instruments that are designated and effective as hedges
of future cash flows are recognised in cther comprehensive
income. The element of the change in fair value which relates

to the foreign currency basis spread is recognised in the cost

of hedging reserve, with the remaining change in fair value
recognised in the hedging reserve and any ineffective portion is
recognised immediately in the income statement in finance costs.
If the firm commitment or forecast transaction that is the subject
of a cash flow hedge results in the recognition of a non-financial
asset or liability, then, at the time the asset or tiability is
recognised, the associated gains or losses on the derivative that
had previously been recognised in other comprehensive income
and accumulated in the cash flow hedge reserve are removed
directly from equity and included in the initial measurement of
the asset or liability. if the hedged item is transaction-related the
foreign currency basis spread is reclassified to profit or loss

when the hedged item affects profit or loss. If the hedgeditemis
time-period related, then the amount accumulated in the cost of
hedging reserve is reclassified to profit or loss on a systematic
and rational basis. Those reclassified amounts are recognised in
profit or loss in the same line as the hedged item. If the hedged

item is a non-financial item, then the amount accumuiated in the
cost of hedging reserve is removed directly from equity and
included in the initial carrying amount of the recognised
non-financial item.

For hedges that do not result in the recognition of an asset or a
liability, amounts deferred in the cash flow hedge reserve are
recognised in the income statement 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 fair value hedge are recognised in the
income statement. The hedged item i1s adjusted for changesin
fair value attributable to the risk being hedged with the
corresponding entry in the income statement.

Changes in the fair value of derivative financial instrurnents that
do not quatify 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 the hedging instrument
oxpires,is sold, terminated or exercised, or when occurrence of
the forecast transactionis nolonger highly probable. The Group
cannot voluntarily de-designate a hedging relationship.

When a cash flow hedgeis discontinued, any cumulative gain or
loss on the hedging instrument accumulated in the cash flow
hedge reserve isretained in equity until the forecast transaction
occurs, Subsequent changes in the fair value are recegnised in
the incorme statement. If a hedged transactionis no longer
expected to occur, the net cumulative gain or loss accumulated
inthe cash flow hedge reserve is transferred to the income
statement for the period.

When a fair value hedge s discontinued, the fair value adjustrment
to the carrying amount of the hedged itern arising from the

hedged risk is amertised to the income statement based onthe
recalculated effective interest rate at that date

The Group does not use derivatives to hedge income statement
translation exposures.

Reserves

The following describes the nature and purpose of each reserve
within equity:
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A.Share premium account Proceeds received in excess of the
nominal value of sharesissued, net of any transaction costs.

B. Capital redemption reserve Amounts transferred from share
capital onredemption or repurchase of issued shares.

C. Hedging reserve Curmulative gains and losses on hedging
instruments deerned effective in cash flow hedges.

D. Cost of hedging Cumulative gains and losses on the partion
exciuded from the designated hedging instrurment that relates to
changesin the foreign currency basis.

E.Other reserve Originally created as part of the capital
restructuring that took place in 2002. It represents the difference
between the nominal value of the shares issued 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 redemplion reserve of Marks and
Spencer plc at the date of the transaction.

F. Foreign exchange reserve Gains and losses arising on
retranslating the net assets of overseas operations into sterling.

G. Retained earnings Allother net gans andlosses and
transactions with owners (e g. dividends) not recognised elsewhere.
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Critical accounting judgements and key sources of
estimation uncertainty

The preparation of consolidated financial statements requires
the Group to make estimates and jJudgements that affect the
application of policies and reported amounts.

Critical jJudgements represent key decisions made by
managemant in the application of the Group accounting policies.
Where a significant risk of materially different outcomes exists
due to management assumptions or sources of estimation
uncertainty, this will represent a key source of estimation
uncertainty. Estimates and judgernents are continually evaluated
and are based on historical experience and other factors,
including expectations of future events that are believed to be
reasonable under the circumstances. Actual results may differ
from these estimates.

The estimates which have a significant nsk of causing a material
adjustment to the carrying amount of assets and liakilities 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
shareholders on the performance of the business. These
measures are cansistent with how business performance is
measured internally by the Board and Executive Committee.
The profit before tax and adjusting items measureis nota
recognised profit measure under IFRS and may not be directly
comparable with adjusted profit measures used by other
cempanies, The classification of adjusting items requires
significant management judgement after considering the nature
and intentions of a transaction. The Croup's definitions of
adjusting items are outlined within both the Group accounting
policies and the Glossary. These definitions have been applied
consistently year on year, with additional items due to the
Lransition of the Sparks loyalty programme,

Note 5 provides further details on current year adjusting items
and their adherence to Croup policy.

UK defined benefit pension surplus

Where a surplus on a defined benefit scheme arises, the rights
of the Trustees to prevent the Croup cbtaining a refund of that
surplusin the future are considered in determining whether it is

necessary to restrict the amount of the surplus that is recognised.

The UK defined benefit scheme is in surplus at 3 April 2021. The
directars have made the judgement that these amounts meet
the requirements of recoverability on the basis that paragraph
11(b) of IFRIC 14 applies, enabling a refund of surplus assuming
the gradual settiement of the scheme liabilities over time until all
members have left the scheme, and a surplus of £639.2m has
been recognised,

Assessment of control

The directors have assessed that the Group has significant
influence over Ocado Retail Limited and has therefore accounted
for the investment as an associate {see note 29). This assessment
is based on the current rights held by the respective shareholders
and requires judgement in assessing theserights These rights
include determinative nghts currently held by Ocado Group Plc,
after agreed dispute-resolution procedures, inrelation to the
approval of the Ocado Retail Limited business plan and budget
and the appoimtment and removal of Ccado Retail Limited’s
Chief Executive Officer. Any future change to these rights
requires a reassessment of control and couldresult ina change
inthe status of the investment from associate to joint venture,
subsidiary or investment.
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Determining the lease term

The Croup determines the lease term as the non-cancellable
term of the lease, together with any periods covered by an option
to extend the lease if it is reasanably certain to be exercised, or
any periods covered by an option to terminate the lease if itis
reasonably certain not to be exercised.

The Group has several lease contracts for land and buildings that
include extensicn and termination options. The Group applies
judgement in evaluating whether it is reasonably certain whether
or not to exercise the option to renew or terminate the lease.
That is, it considers all relevant factors that create an economic
incentive for it to exercise either the renewal or termination,
including: whether there are significant penalties to terminate {or
not extend), whether any leasehold improvements are expected
to have a significant remaining value; historical lease durations;
the impertance of the underlying asset to the Croup's operations;
and the costs and business disruption required to replace the
leased asset.

Most renewal periods and periods covered by termination
options are included as part of the lease term for leases of land
and bulldings. The Group typicatly exercises its option to renew
(or does not exercise its option to terminate) for these leases
because there will be a significant negative effect on trading

if areplacement property is not readily available.

The lease termis reassessed if a significant event or a sigmficant
change incircurmnstances occurs which affects the assessment of
reasonabie certainty, for exampleif a store is identified to be
closed as part of the UK store estate strategic programme.

Determining whether forecast purchases are highly probable

The Groupis exposad to foreign currency risk, most significantly
tothe US dollar as a result of sourcing Clothing & Home products
from Asia which are paid for predominantly in US dollars.

The Group hedges these exposures using forward foreign
exchange contracts and hedge accounting is applied when the
requirements of IFRS 9 are met, which include that a forecast
transaction must be "highly probakble”.

The Group has applied jJudgement in assessing whether forecast
purchases are “highly probable” In making this assessment,

the Group has considered the most recent budgets and plans.
The Croup's policy is a "layered” hedging strategy where only a
small fraction of the forecast purchase requirements are initially
hedged, approximately 15 months pricr tc a season, with
incremental hedges layered on aver time as the buying period
for that seascn approaches and therefore as certainty increases
aver the forecast purchases. As a result of this progressive
strategy, areduction in the supply pipeline of inventory does not
immediately lead to over-hedging and the disquatification of
“highly probable” If the forecast transactions were no longer
expected to occur, any accumulated gain or loss on the hedging
instruments would be immediately reclassified to profit or loss

Lastyear,a £2.9m gain was recognised in the income statement
asaresult of USS76 6m notional forecast purchases no longer
being expected to occur. There was no such occurrence in the
current year.

During the year, the settlement of certain forecast purchases
were delayed as a result of the Covid-19 pandemic and, as a
result, the deferred fair value of the applicable forward foreign
exchange contracts has beenretained inreserves to be recycled
inline with the delayed forecast purchases. As discussed above,
due to our progressive hedging strategy, this delay does not
affect the gualification of "highly probable™ At 3 April 2021, the
Group had £4.0m of deferred fair value retained in the cash flow
hedge reserve which will be released over the first half of 2021/22.
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Key sources of estimation uncertainty
UK store estate programme

The Groupis undertaking a significant strategic programme to
review its UK store estate resulting in a net charge of £95.3m
(Last year: £29.3m) in the year. A significant level of estimation
has been used to determine the charges to be recognised in the
year. The most significant judgement that impacts the chargeis
that the stores identified as part of the programme are more
likely than not to close. Further significant closure costs and
impairment charges may be recorded in future years depending
on decisions made about further store closwes and the
successful delivery of the transformation prograrmmme,

Where a store closure has been announced thereis a reduced
level of estimation uncertainty as the programme actions are
to be taken over a shorter and more immediate timeframe.
Further significant estimation uncertainty arises in respect of
determining the recoverable amount of assets and the costs to
be incurred as part of the programme. Significant assumptions
have been made including:

- Reassessment of the useful lives of store fixed assets and
closure dates,

- Estimation in respect of the expected shorter-term trading
value in use, including assumptions with regard to the period of
trading as well as changes to future sales, gross margin and
operating costs.

— Estimation of the sale proceeds for freehold stares which
is dependent upon location-specific factors, timing of
likely exit and future changes to the UK retail property
rnarket valuations.

— Estimation of the value of dilapidation payments required
for leasehold store exits, which is dependent on a number
of factors including the extent of modifications of the store,
the terms of the lease agreement, and the condition of
the property.

The assumptions most tikely to have a material impact are
closure dates and changes to future sales. Seenotes 5and 15
for further detail.

Useful lives and residual values of property, plant and
equipment and intangibles

Depreciation and amortisation are provided to write down the
cost of property, plant and equipment and certain intangibles to
their estimated residual values over their estimated useful lives,
as set out above The selection of the residual values and useful
lives gives rise to estimation uncertainty, especially in the context
of changing economic and market factors, the channel shift from
stores te online, increasing technological advancement and the
Croup's ongoing strategic transformation programmes. The
usefullives of property, plant and equipment and intangibles are
reviewed by management annually. See notes 14 and 15 for
further details. Refer to the UK store estate programme section
above for specific sources of estimation uncertainty in relation

to the useful lives of property, plant and equipment for stores
identified as part of the UK store estate programme. Dug to the
nature of the Croup's property, plant and equipment, it is not
practicable to provide 8 meaningful sensitivity analysis.

Impairment of property, plant and equipment and intangibles

Property, plant and equipment and computer software
intangibles are reviewed for impairment if events or changes in
circumstances indicate that the carrying amount may not be
recoverable Coodwill and indefinite life brands are reviewed far
impairment on an annual basis. When a review for impairment is
conducted, the recoverable amount is determined based on the
higher of value in use and fair value less costs to sell. The value
inuse method requires the Group to determine appropriate
assumptionsin relation to the cash flow projections over the
three-vear strategic plan period (which is a key source of
estimation uncertainty), the long-term growth rate to be applied
beyond this three-year period and the risk-adjusted pre-tax
discount rate used to discount the assumed cash flows to present
value. See nctes 14 and 15 for further details on the Group's
assumptions and associated sensitivities.

The assumption that cash flows continue into perpetuity (with
the exception of stores identified as part of the UK store estate
programme}is a source of significant estimaticn uncertainty.

A future change to the assurnption of trading into perpetuity for
any Cash-GCenerating Unit (CCU) would result in a reassessment
of useful economic lives and residual value and could give rise to
a significant impairment of property, plant and eguipment
andintangibles, particularly where the store carrying value
exceeds fair value less cost ta sell. Due to the nature of the
Croup's property, plant and equipment, it is not practicable to
provide a meaningful sensitivity analysis for this source of
estimation uncertainty.

Inventory provisioning

The Group assesses the recoverability of inventories by applying
assumptions around the future saleability and estimated

selling prices of items. At 28 March 2020, the Group recorded a
write-down of £157.0m, based on the estimated impact of trade
restrictions introduced in response to the Covid-19 pandemic.
Performance during 2020/2) has exceeded the estimates made
at last year eng and the Croup has updated the assumptions
regarding future performance. As a result, and supperted by the
certainty provided by vaccines and a clear government Covid-19
re-emergence strategy, a net release of £101.6m of this provision
has beenrecognised in the period See note 5 for further details
onthe assumptions and associated sensitivities.
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Post-retirement benefits

The determination of pension net interest income and the
defined benefit obligation of the Croup’s defined benefit pension
schemes depends on the selection of certain assumpticns

which include the discount rate, inflation rate and mortality rates.
Differences arising from actual exgeriences or future changesin
assumptions will be reflected in subseguent periods. The fair
value of unguotedinvestments within total plan assetsis
estimated with consideration of fair value estimates provided

by the manager of the investrment 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 INFOCRMATION

IFRS 8 Gperating Segments requires operating segments to be identified on the basis of internal reporting on components of
the Croup that are regularly reviewed by the chief operating decision-rnaker to allocate resources to the segments and to assess
their performance.

The chief operating decision-maker has been identified as the Executive Committee. The Executive Cornmittee reviews the Grour's
internal reporting in order to assess performance and allocate resources across each operating segment.

The Group's reportable operating segments have therefore beenidentified as follows:

- UK Clothing & Home ~comprises the retailing of wornenswear, menswear, lingerie, kidswear and home products through UK retail
stores and online.

- UK Food-includes the results of the UK retail food business and UK Food franchise operations, with the following five main
categories: protein deli and dairy; produce; ambient and in-store bakery; meals, dessert and frozen; and hospitality and ‘Food on
the Move’; and direct sales to Ocado Retail Limited.

— International —consists of Marks and Spencer owned businesses in Europe and Asia and the international franchise operations
- Qcado -includes the Group's share of profits or losses from the investment w Qcado Retail Limited,

The Ocado operating segment has been identified as reportable in the current period based on the guantitative thresholds in IFRS 8.
As the Group's reportable segrnents have changed, the cormparative inforrmation has beenrestated.

Other business activities and opérating segrments, including M&S Bank and M&S Energy, are combined and presented in “All other
segments” Finance income and cosks are not allocated Lo segments as each is managed on a centralised basis

The Executive Committee assesses the performance of the cperating segments based on a measure of operating profit before
adjusting tems. This measurement basis excludes the effects of adjusting items from the operating segments.

The following is an analysis of the Group's revenue and results by repartable segment

53 weeks ended 3 April 2021 52 weeks ended 28 Marcn 2020

UK uk

Clothing & All other Clothing & All othar
Home UKFood International Ocado segments Group Home  UKFood International Ocado  segments Grougp
£m £m £m £m £m £m £n fm £m n m £m

Revenue before
adjusting items' 2,239.0 6,138.5 789.4 - - 9,166.9 32091 6,0282 944 6 — - 10,1818
Operating {loss)/
profit before
adjusting items? (130.8) 2286 44, 78.4 19 2222 2239 2367 No0.7 26 168 5907
Fipance income
before adjusting
items 57.4 440
Finance costs before
adjusting items (229.3) {231.6)
(Loss)/profit
before tax and
adjusting items (130.8) 22856 441 784 1.9 50.3 2239 2367 1107 26 6.8 403.
Adjustingtems {259.7) (3359)
{Loss)/profit
before tax (130.8) 228.6 441 78.4 1.9 (209.4) 2239 2367 no.7 26 16.8 67.2

Revenuesstated onorto ad usling tems e’ £17 2m(seenote 5)
2 Operating {loss)/prafit before adjustngiters s stated as ¢ross profiz less ooerating costs prior to adjusting items Alrepartable segment level costs are allocated where directly
attnibutable oroased onan aoproorate cost drver for the cost
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2SEGMENTAL INFORMATION CONTINUED

Other segmental information

53 weeks ended 3 April 2021

52 weeksended 28March 2020

Clothin';';. All other ClolhinLgJE Allother
Home UKFood International Ocado segments Group Home UKFood International Ccado  segments Group
£m £m £m £m £m £m £m £m £m £m Em £m

Additions to
property, plant
and equipment,
and intangible
assets (excluding
goodwill and
right-of-use assets) 50.5 105.0 6.8 - - 162.3 166.5 1701 157 - - 3523

Depreciation and

amortisation'? (312.3) (259.4) (25.1) - - (596.8) (350.6) (2834) {34.6) - - [bb8.6)
Impairment charges,
impairment reversals
and asset write-offs’ (155.1) (34.9) a.7) - - (194.7) (699) (453} (10.3) - - (125 5)

' Thesecostsareallocatedtoarcportable scgment wacre tnoy arcdirectly attributable Wnere costs arc not directly attr butaole, a proportignal allocaton s madeto each segment,

based onan appropr atecost driver

2 Includes £0 3m(last year. Lniljdeprecarion charged antheinvestment prooerty

Segment assets and liabilities, including investments in associates and joint ventures, are not disclosed because they are not reported

Lo or reviewed by the Executive Committee.

3 EXPENSE ANALYSIS
2021 2020
Totak Total
£m Im
Revenue 9,155.7 10,1819
Costofsales N {6,244.7) (6,746.5)
Gross profit 2,911.6 3,435.4
Selling and adrministrative expenses (3,018.9) (3,225.2)
QOther operating income 12.4 58.8
Share of results of Ocado Retail Limited. . . _ _64.2 (14.2)
Operating (loss)/profit (30.7) 2548

The figures above include revenue adjusting item charges of £11.2m (last year: £nil) and operating profit adjusting item charges of

£2417m (last year: £335.9m), totalling £252.9m (last year: £3359m) adjusting item charges within operating (loss)/profit.

The £252.9m (last year: £335.9m) adjusting items charges for the year (see note 5) are further analysed against the categories of
revenue (£11.2m; last year: £nil}, cost of sales (£86.3m gain; last year: £157.0m charge), selling and administrative expenses (£313.8m, last
year: £188 8m), other operating income (£nil; last year: £26.7m) and share of results of Gcade Retail Limited (£14.2m, last year: £16.8mj.

The selling and administrative expenses are further analysed below:

2021 2020
Total Total

im £fm

Employee costs'” 1,339.1 1,434.3
Oceupancy costs 223.9 3525
Repairs, renewals and maintenance of property 95.8 81.0
Depreciation, amortisation and asset impairments and write-of fs? 7917 7724
Other costs - . 5684 5850
Selling and administrative expenses 3,018.9 3,2252

| Ihereareanadditional £68 8m{lastyear £53 Im)employee costsrecorded witin cast of sates | hese costsareincluded withinthe aggragate remureration disclasares innote 10A

2 Includes furloughincome (see note 30)
3 Includes LO 3m{laslyear £Enill depreciation charged ontheinvestment property

Adjusting items categorised as selling and administrative expenses are further analysed as employee costs £100.4m (last year £23.1m),
occcupancy costs £6.1m (last year: retease £25.2m); depreciation, amortisation and asset impairments/reversals and write-offs £188.6m
(last year: £139.9m); and other costs £18.7/m (last year £51.0m}.
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

4 (LOSS)/PROFIT BEFORE TAXATION

The following items have been included in arriving at {loss)/profit before taxation:

2021 2020
£m fm
Net foreign exchange gains 2.9 2.9
Cost of inventories recognised as an expense 5,4276 57623
Write-down of inventories recognised as an expense 117.0 389.0
Depreciation of property, plant and equipment
- owned assets' 323 3292
- right-of-use assets 153.1 174.6
Amortisation of intangible assets 121.6 164.8
Impairments and write-offs of intangible assets and property, plant and equipment 252.0 149.4
Impairment reversals of property, plant and equipment {73.1) (58.1)
Impairments of right-of-use assets 52.7 844
Impairment reversals of right-of-use assets (36.9) (50.2)

I Includes £0 3m{last vear {ril)depreciabion charged or the investment property

included inadministrative expenses is the auditor's remuneraton, including expenses for audit and non-zudit services, payable (o the

Commpany’s auditor Deloitte LLP and its associates as follows:

2020 2020

Em £m
Annual audit of the Company and the consolidated financial statements 1.6 14
Audit of subsidiary companies 0.6 06
Totalaudit fees 22 20
Audit-related assurance services 02 02
Transaction-related services - 0.5
Total non-audit services fees 0.2 o7
Total audit and non-audit services 2.4 27
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5 ADJUSTING ITEMS

The total adjusting items reported for the 53-week period ended 3 April 2021is a net charge of £259.7m (last year: £335.9m).

The adjustments made to reported profit before tax to arrive at adjusted profit are:

2021 2020
Notes £m £m
Included in revenue
Sparks loyalty programme transition (11.2) -
(Mn.2) -
Included in operating profit
Strategic programmes - Organisation 15,22 (133.7) (13 8)
Strategic programmes - UK store estate’ 15,22 (95.3) (29 3)
Strategic programmes - international store closures and impairments 22 (3.6) (2.2)
Strategic programmes - UK logistics 15,22 {2.2) (10.2)
Strategic programmes - Operational transformation - (1.6)
Strategic programmes —Changes to pay and pensions 22 - (2.9)
Strategic programmes — T restructure 22 - ©.4)
Directly attributable gains/(expenses) resulting from the Covid-19 pandemic' 90.8 (166.5)
Intangible asset impairments 14 (79.9) (13.4)
Store impairments, impairment reversals and other property charges' 15,22 6.9 (78.5)
Amartisation and fair value adjustments arising as part of the investment in
Ocado Retail Limited (14.2) (16.8)
Sparks loyalty programme transition (5.4)
M&S Bank charges incurred inrelation toinsurance mis-selling and Covid-19 forward
economic guidance provision (2.4) (12.6)
Establishing the investment in Ocado Retall Limited (1.7 (12)
CMP and other pension equalisation 1 (1.0) -
Qther - 235
(2a1.7) {3359)
Included in net finance costs
Remeasurement of contingent consideration including discount unwind (6.8) (2.3)
Directly attributable gainsf(expenses} resulting from the Cowid-19 pandemic'? - 28
(6.8) -
Adjustments to profit before tax {259.7) (3359)

Cansflexpenses) directly attributable to the Covid-"9 pandermic nithe current and prnor year are presented below, this includes the resulting incrementalimpairment charge
disclosed withinthe sfrateg-c programmes above related to the LK store estate, UK storeimparrments, International store impairments and tnempairment of oer una goodwilt

2021 2020

£m £m

Directly attributable gains/{expenses) resulting from the Covid-19 pandemic - ircludedinoperating prof t 90.8 (66 5)
Directly attributable gaimsfexpensesy resulting from the Cowid-19 pandemic —included innet finance costs? - 29
UK store estate impa.rments - (114}
Stare moarrments - (24 7y
Caadwilt imparment-peruna - 134
Total Covid-19 gainsf{charges} 90.8 {(2°28)

2 1he2M9/20 gaintor Directly attnbutable gains/(expenses)resulting frorm the Covid-18 pardemic withinnet finance costsisa £2 9m gain -elatirgtoforecas! purchases nolorger

expected toaccur
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

Strategic programmes - Organisation (£133.7m)

During 2020721, the Group announced a commitment to
integrate more flexible management structuresinto store
operations as well as streamline the business at store and
maragement levelin the UK and Republic of ireland as part

of the ‘Never the Same Again’ transformation. As part of the
transformation, the Croup has incurred £8.5m of consultancy
costs. The changes have resulted in a reduction of ¢ 8,200 roles
across central support centres, regional management and stores,
with a charge of £99 7mrecognised in the pericd primarily for
redundancy costs associated with these changes. The majority
of the charges have been settled during 2020/21, with a provistan
being held on the balance sheet for the remaining charges.

The provision is expected to be fully utilised during 2021/22,

with no further significant charges anticipated.

During 2016/17, the Group announced a wide-ranging strategic
review across a number of areas of the business which included
UK arganisation and the programme to centralise qur London
Head Office functions into one building. A further £24.5m of
costs have been recognised in the period associated with
centralising the Group's London Head Office functions, with a
£6.7m charge relating to the sub-let of previously closed offices.
£14.8m of these charges relate to closure costs to further
consolidate our London Head Office functions as annaunced
in February 2021 Total costs of centralising our London Head
Office functions inte one building incurred to date are ¢.£98m
Any future charges will relate to the updating of assumptions
and market fluctuations over the life of the sub-let lease.

These costs are reported as adjusting items cn the basis that they
are significant in quantum, relate to a strategic initiative focused
on reviewing our organisation structure and to aid comparability
from one period to the next. The treatment as adjusting temsis
consistent with the disclosure of costs for similar restructuring
and centralisation programmes previously undertaken.

Strategic programmes - UK store estate (£95.3m)

InNovember 2016, the Group announced a strategic programme
to transform the UK store estate with the overall objective to
improve our store estate to better meet our customers’ needs,
The Group hasincurred charges of £562.3m up to March 2020
under this programme primarily relating to closure costs
associated with stores identified as part of the strategic
transformation plans.

While Covid-19 has continued te impact the Group's day-to-day
operations, the Group has experienced a significant channel ghift
from stores to online. The pandemic has driven a much faster and
more acute switch to online, accelerating the Group's ambition
tonow achieve a Clothing & Home online sales mix of at least
A40% over the next three years. This acceleration in channel shift
has required the Group to revise the UK store estate strategic
programme in arder to ensure the estate continues to meet our
customers’ needs. As aresult, the programrmne has been further
accelerated with additional stores identified as part of the
transformation, extending the length to 10 years. Coupled with
this, the Croupis identifying opportunities to unlock value from
the estate through redevelopments and new site acquisitions,
with charges and gains associated with these activities now
included within the UK store estate programme.

The Croup hasrecognised a charge of £95.3min the year
inrelation to those stores identified as part of the revised
transformation plans. The charge primarily reflects a revised view
of latest store exit routes and assumptions underlying estimated
store closure costs in response to the unanticipated acceleration
in channel shift experienced as a result of the pandemic. The
charge primarily relates toimpairment of builldings and fixtures
and fittings, and depreciation as a result of shortening the useful

142 Marks and Spencer Group plc

economic life of stores based on the latest approved exit routes.
Refer to notes 15 and 22 for further detail on these charges.

Further material charges relating to the closure and
reconfiguration of the UK store estate are anticipated over the
next 10 years as the programme progresses, the guantum of
which is subject to change throughout the programme pericd as
decisions are taken inrelation to the size of the store estate and
the specific stores affected. Following the latest view of store
closure costs, at 3 April 2021, further charges of c.£268m are
estimated within the next 10 financiat years, bringing anticipated
total programme costs since 2016 up to c.£926m.

These costs are reported as adjusting items on the basis that they
are significant in quantum, relate to a strategic nitiative focused
on reviewing our store estate and to aid comparability from one
pericd to the next.

Strategic programmes - International store closures and
impairments (£3.6m)

In 2016/17, the Group announced its intention to close owned
storesin 10 international markets. A charge of £3.6m has been
recognised in the year, reflecting an updated view of the
estimated final closure costs for certain markets and those costs
which can only be recognised as incurred, taking the programme
cost todateto £148.6m.

The net charge s considered to be an adjusting item as it s part of
a strategic proegramme which over the five years of charges has
been significant in both guantum and nature to the results of the
Croup. Mo further significant charges are expected.

Strategic programmes - UK logistics (£2.2m)

'n 2017/18, as part of the previcusly announced long-term
strategic programme to transition to a single-tier UK distribution
network, the Group announced the opening of a new Clothing &
Home distribution centre in Welham Green. As a direct result, the
Croup annaunced the closure of twa existing distribution centres.

In February 2020, the next phase of the single-tier programme
was announced with the closure of two further distribution
centres across 2020/21 and 2021422 Anet charge of £2.2m has
been recognised in the period, reflecting an updated view of
estimated closure costs and transition project costs relating to
these closures. Total programme costs to date are £39.8m with
further charges next financial year.

The Group considers these costs to be adjusting items as they
have been significant in guantum and relate to a significant
strategic initiative of the Group. Treatrment of the costs as being
adjusting itemsis consistent with the treatment of chargesin
previous periods in relation to the creation of a singie-tier
logistics network.

Directly attributable gains/{expenses) resulting from the
Covid-19 pandemic (£90.8m gain)

In March 2020, following the onset of the Cowid-19

global pandemic and subsequent UK government restrictions,
the Group sustained significant disruption tots operations.
Inresponse to the uncertainty resulting from the pandemic,
coupled with the fast-paced changes taking place across
the retail sector, the Board approved a Covid-19 scenario

to reflect management’s best estimate of the significant
volatility and business disruption expected as a result of the
ongoing pandemic.



NOTESTO THE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

As aresult, in 2019/20 the Croup identified total Covid-19 charges
of £212.8rm across four adjusting items programmes. The charges
related to three separately identifiable areas of accounting
judgement and estimates: the write-down of inventories to net
realisable value,impairments of intangible assets and property,
plant and equipment, and onerous contract provisions,
cancellation charges and one-cff costs. The Group disclosed

N 2019/20 that should the cstimated charges prove tobein
excess of the amounts required, the release or reassessment of
any amounts previously provided would also be treated as
adjusting items.

The pandemic continued to impact the Group throughout
202C/21 and it became increasingly more difficult to differentiate
Covid-19 items from costs that support the underlying
performance of the business. In addition, the estimated
timeframe over which these effects may impact the business
increased. As a result, the Croup took the decision in the interim
2020/21 results to only include changesin estimates to items that
were included in adjusting items in 2019720, in this case relating to
the inventory provision Impairment reversals in the period were
not able to be reliably differentiated from the underlying
performance of the business and therefore have not been
recognised within this category

Write-back of inventories to net realisable value (£90.8m gain)

The carrying value of the Croup’s inventories at 28 March 2020
was £564 1m.The carrying value of this inventory split across the
UK Clothing & Home, UK Food and International businesses
included gross inventories of £539.7m, £162.9m and £66.3m
respectively, against which a provision of £184.3m, £8 3mand
£12.2mwas recognised.

Included within directly attributable expenses resulting from the
Covid-19 pandemic of £163.6m at 2019/20, was anincremental
write-down of inventory to net realisable value of £157.0m (UK
Clothing & Home: £145.3m; UK Food: £6 0m: and International
£5.7m), reflecting management’s best estimate of theimpact

on the Group of the Covid-19 pandemic. Accordingly, of the total
£204 8m inventory provision, £157.0m was recognised in
adjusting items and £47 8m in the underlying results.

The Croup's half year results announced on4 November 2020
included a partial release of the £157.0m incremental write-down
of inventory. At the time of our half year resutts announcement,
a second national lockdown had just been implemented with the
return of restrictions on non-essential retail and an expectation
that at the end of naticnal lockdown the United Kingdom would
remain under regional tiered restrictions. However, stronger
trading, particutarly in online, has allowed the Croup to continue
to sell much higher volurmnes of stock than assumed versus the
Covid-19 scenario.

As aresult, and supported by the cerlainty provided by vaccines
and a clear government Covid-19 re-emergence strategy, a net
credit of £80.8m has beenrecorded, representing a significant
release to the inventory provisions recorded in the 2019/20
financial statements to align to our latest estimates based on
current sales performance, offset by charges in the period
relating to reassessment of storage and fabric cancellation
provisions. Incremental provisions remain in place where risk
remains and include a provision of £10.8m against excess slow
roving personal protective equipment, committed to during the
peak of the first Covid-19 lockdown and incurred directly in
response to the Covid-19 pandemic. The total remaining provision
heldis £35.0m.

The carrying value of the Group’s inventories at 3 April 2021is
£624 6m, split across the UK Clothing & Home, UK Food and
International businesses represents gross inventories of
£508.8m, £144.0m and £78.5m respectively, against which a

provision of £78.2m, £15.9m and £12 6m has been recognised.
Included within the UK Clothing & Home provision is an
incrermental write-down of inventory to net realisable value of
£18.6m reflecting management’s best estimate of theimpact

of the Covid-19 pandemic on UK Clothing & Home inventory as at
3 April 2021. The total UK Clothing & Home inventory provisions
represent 15.4% of UK Clething & Home inventory. The UK
Clothing & Home inventory provision is based on future trading
assumptions in line with the Croup’s 2021/22 Budget. However,
trading could be higher or lower than expected and a 5% increase
N the UK Clothing & Horme invenlory provision (from %% to 20%)
would result in a reductionin the valuation of inventory held on
the balance sheet of £25 4m and would result in a correspending
increase to recognised loss before tax in the period.

The £90.8m directly attributable net gains from the Cowvid-19
pandemic are considered to be adjusting itermns as they meet the
Croup’s established definition, being both significant in nature
and value to the results of the Croup in the current period and
treatment as adjusting items is consistent with the treatment of
charges of a consistent nature recognised in 2019/20. Further
charges may be incurredin 2021/22 should government
lockdown restrictions be reinstated and restrictions on trade and
cansumer behaviour return. Any future credits relating to these
items will continue to also be classified as adjusting.

The impact that Covid-19 has had on underlying trading
continues not to be recognised within adjusting items. The Group
has provided additional disclosure of the significant impacts of
Covid-19 on the underlying results on pages 38to 42,

Within this, the Group has received support from the government
during the period in the form of Business Rates relief of £174.6m
and the Coronavirus Job Retention Scheme of £131.5m. Further
details of which are provided in note 30 - government support.

Intangible asset impairments (£79.9m)

The Group has recognised impairment charges in the period for
certainintangible assets.

A further impairment charge of £39.6m has been recorded
against per una goodwill. The charge primarily reflects an
updated view of assumptions and cash flows to reflect the impact
of the new broader Brands strategy and a longer Covid-12
recovery period. Refer to note 14 for further details on the
impairment charge related to per una goodwill.
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The per una goodwill impairment charge has been classified as
an adjusting item on the basis of the significant quantum of the
charge in the period to the results of the Group and for
consistency with prior periods.

In November 2020, the Group performed a critical review of the
UK Clothing & Home operations leading to the launch of the
new MS2 division within UK Clothing & Home to build on our
investment in data and digital and step change online growth.

The Croup conducted areview of the intangible computer
software assets held on the balance sheet which were to be
replaced, retired or decommissioned as part of the MS2
programme. An impairment charge of £40.3m has been
recognised reflecting significant changes to certainintangible
assets used by UK Clothing & Home.

These costs are considered to be adjusting items as they relate to
the transformation and the total costs are significant in quantum
and as a result not considered to be normal operating costs of
the business. No further significant charges are expected to be
recognised within adjusting items in relation to MS2.
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NOTES TO THE FINANCIALSTATEMENTS CONTINUED

5 ADJUSTINGITEMS CONTINUED

Store impairments, impairment reversals and property
charges (£6.9m gain)

The Graup has recognised a number of charges and creditsinthe
period associated with the carrying value of items of property,
plant and equipment.

Inresponse to the ongoing pressures impacting the retail
industry in light of the ongoing Covid-19 pandemic, as well as
reflecting the Croup's strategic focus towards growing online
market share, the Croup has revised future cash flow projections
for UK and International stores (excluding those stores that have
been captured as part of the UK store estate programme). As 2
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 £66.4m has been
incurred primarily in respect of the impairment of assets
assoclated with these stores. in addition, a credit of £73.3mhas
beenincurred for the reversal of store impairments recognised
In previous periods, where revised future cash flow projections
more than support the carrying value of the stores, reflecting
improved trading expectations compared to those assumed

at the pricr year end. Refer ta note 15 for further details on

the impairments.

The charges/credits have been classified as an adjusting item on
the basis of the significant guantum of the charge/credit in the
period to the results of the Group.

Amortisation and fair value adjustments arising as part of
the investment in Ocado Retail Limited {£14.2m}

Intangible assets of £366.0m were acquired as part of the
investment in Ocado Retail Limited in 2019/20 relating to the
Ocada brand and acguired customer relationships These
intangibles are being amortised over their useful economic lives
of 10-40 years with an amortisation charge of £175m recognised
in the period and a related deferred tax credit of £3.3m.

The armortisation charge and changes in the related deferred tax
Lability are included within the Group's share of the profit or loss
of the associate and are considered to be adjusting items as they
are based on judgements about their value and economic life and
are not related to the Group's underlying trading performance.
Identifying these itemns as adjusting allows greater comparability
of underlying performance.

Sparks loyalty programme transition (£16.6m)

In July 2020, the Croup relaunched its Sparks loyalty programme
as a Digital First loyalty scheme. The new Sparks programme
removed certain elements of the old, such as points and sale
accesstiers, and introduced new instant rewards to deliver
immediate and clearer value to customers for shopping with
M&S. As part of the transition to the new Sparks programme,
customers who were members of the old loyalty scheme were
provided with thank your gifts for their loyalty, the value of which
was determined in part with reference to the number of Sparks
points earned historically. These 'thank you’ gifts consisted of
tote bags and vouchers for money off future purchases. As a
result, a charge of £16.6rm has been recognised in the periocd
relating to one-off transition and ‘thank-you' costs associated
with the closure of the old Sparks programme.

These costs are directly attributable to the closure of the old
Sparks programme and are considered to be adjusting as they
are stgnificant in quantum, are one-off irn nature and not
considered to be part of the normal operating costs of the
business. No similar charges of this type have beenincurred by
the Group in the past, and no further charges are expectedin
future years.
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M&S Bank charges incurred in relation to insurance mis-selling
and Covid-19 forward economic guidance provision (£2.4m)

The Croup has an ecanomic interest in Marks and Spencer
Financial Services plc (trading as M&S Bank), a wholly owned
subsichary of HSBC UK Bank plc, by way of a Relationship
Agreement that entitles the Group to a 50% share of the profits
of M&S Bank after appropriate deductions. The Group does net
share in any losses of M&S Bank and is not obliged to refund any
profit share received from HSBC, although future income rmay
beimpacted by significant ane-off deductions.

Since the year ended 31 Decermnber 2010, M&S Bank has
recognised in its audited financial statements an estimated
liability for redress to customers inrespect of possible mis-selling
of financial products. The Group's profit share and fee income
from M&S Bank has been reduced by the deduction of the
estimated liability in both the current and prior years. In Line with
the accounting treatment under the Relationship Agreement,
thereis a cap on the amount of charges that can be offset against
the profit share in any one year, whereby excass liabilities carried
forward are deducted frem the Group's future profit share from
M&S Bank. The deduction inthe period is £2.4m.

The treatment of this in adjusting items isin line with previous
charges in relation to settlement of PPl claims and although it

is recurring, itis significant in quantum in the context of the

total charges recognised for PP mis-selling to-date and is not
considered representative of the normal operating performance
of the Croup. As previously noted, while the August 2019 deadline
toraise potential mis-selling claims has now passed, costs
relating to the estimated liability for redress are expected to
continue. The total charges recognised in adjusting itemns since
September 2012 for both PPl and Covid-19 forward economic
guidance provision is £338 3m which exceeds the total offset
against profit share of £225 1m to date and this deficit will

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

M&S Bank

Establishing the investment in Ocado Retail Limited (£1,.7m})

In 2018/19, the Croup announced its 50/50 investment in Ccado
Retail Limited. £4.6m of charges were recognised across 2018/12
and 2019/20 primarily relating to due diligence for the Gcado
Retail transaction and one-off charges, that are not part of the
day-to-day operational costs of our business with Ocado Retail,
incurred in preparation for the launchin September 2020.

A further £1.7m of "getting ready” charges were incurredin
the period prior to launch on 1 September, bringing the total
one-off charges relating to Ocado Retail to £6 3m. No further
costs are expected.

These costs are adjusting items as they relate to a major
transaction and as a result are not considered to be normat
operating costs of the business

GMP and other pension equalisation (£1.0m)

The Group has recognised a charge of £1.0min respect of the
Croup's defined benefit pension liability arising from equalisation
of GMP for past transfers following a High Court ruting in
November 2020. Additional detail on the Croup’s GMP
assessment is provided in note 11

Treatment of the casts as being adjusting items is consistent with
the treatment of charges recognised in 2018/19 in relation to the
equalisation of GMP and other pension equalisation. Total OMP
and other pension equalisation costs are £21.5m.



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

Remeasurement of contingent consideration including discount unwind (£6.8m)

Contingent consideration, resulting from the investment in Ocado Retail Limited, is remeasured at fair value at each reporting date
with the changes in fair value recognised in profit or loss. Acharge of £6.8m has been recognisedin the period, representing the
revaluation of the contingent consideration payable. The changein fair value s considerad 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 Group. The
remeasurement will be recognised in agjusting items until the final contingent consideration payment is made in 2024/25.

6 FINANCE INCOME/COSTS

2021 2020
£m £m
Bank and other interest receivable 2.9 8.6
Other finance income 1.8 59
Pension net finance income (see note 11F) 47.2 236
Interestincome of subleases 5.5 59
Finance income before adjusting items 57.4 440
Finance income in adjusting items - 29
Finance income 57.4 46.9
Other finance costs (0.6) -
Interest payable on syndicated bank facility (3.9) (2.3
Interest payable on Medium Term Nates (86.4) (78.2)
Interest payable on commercial paper facility {0.4) -
Interest payable on lease Liakilities {130.4) {139.3)
Unwind of discount on provisions (2.7) (4.9)
Urwind of discount on partnership liability to the Marks & Spencer UK Pension Scheme (see note 12) (4.9) 6.9)
Finance costs before adjusting items (229.3) (231.6)
Finance costsin adjusting items (6.8) 2.9
Finance costs (236.1) (234.5)
Net finance costs (178.7) (1876) @
z
w
7 INCOME TAX (CREDIT)/EXPENSE é
A.Taxation charge %
2021 2020 <
£m fm g
Current tax <
UK corpoeration tax on prefits for the year at 19% (Last year: 19%) &
—current year 37 42.8
—adjustments in respect of prior years (12.1) “n
UK current tax B S a 7(W 387
Qverseas current taxation
—current year 0.2 88
—adjustments in respect of prior years - 02) (O
Total current taxation - o (8.4) 474
Deferred tax T T T S S
—origination and reversal of temporary differences 6.7 0.4
—adjustments in respect of prior years (5.9) Aan
~changesintaxrate _(06) (39
Total deferred tax (see note 23) - S 02  (76)
Total income tax (credit)/expense - I (8.2) 39.8
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NOTES TO THE FINANCIALSTATEMENTS CONTINUED

7 INCOME TAX {CREDIT)/EXPENSE CONTINUED

B. Taxation reconciliation
The effective tax rate was 3.9% (last year: 59.3%) and is explained below.

2021 2020
£m £t
{Loss)/profit before tax (209.4) 672
Notional taxation at standard UK corporation tax rate of 19% (last year: 19%) (39.8) 12.8
Depreciation and other amounts inrelation to fixed assets that do not qualify for tax relief 5.2 4.8
Other income and expenses that are not taxable or allowable for tax purposes 8.6 16.5
Jaint venture results accounted for as profit after tax {14.6) -
Retranslation of deferred tax balances due to the change in statutory UK tax rates - (6.6
Overseas profits taxed at rates different to thase of the UK 0.7 (0.6}
Movementin unrecognised overseas deferred tax assets 0.9 0.8
Adjustments to the current and deferred tax charges in respect of pricr periods (18.2) 8.3)
Capital losses no longer recognised 25.8 -
Adiusting items:
- UK store and strategic programme impairments and other property charges where no tax relief is available 8.5 1.5
- International store closures and impairments (1.0) 07
- Other strategic programme income and expeanses that are not taxable or allowable for tax purpases 13.0 50
- Amartisation arising as a part of the investrment in Ocado Retail Limitea 27 32
Total income tax (credit)/expense (8.2) 39.8

The effective tax rate of profit before tax and adjusting items was 50.3% {Last year: 20.7%).

Other income and expenses that are not taxable or allowable for tax purposes include a charge of £4.1m (last year: £12.8m charge)
in relation to the Marks and Spencer Scottish Limited Partnership. Under this structure tax relief for payments to be made to the
Marks & Spencer UK Pension Scheme inrelation to the first partnership interest arose in the first 10 years of the structure and some
of this benefit is recaptured in subsequent years.

Capital losses no longer recognised relate to a restriction on deferred tax assets recognised following changesto the UK tax
legislation Please refer to note 23.

The UK Budget 2021 announcements on 3 March 2021 included measures to support economic recavery as a result of the ongoing
Cowvid-19 pandemic. These included anincrease to the UK's main corporation tax rate to 25%, which is due to be effective from 1 April
2023. These changes were not substantively enacted at the balance sheet date and hence have not been reflected in the measurement
of deferred tax balances at the period end. If the Group's deferred tax balances at the period end were remeasured at 25% this would
resultin a deferred tax charge of £13 3m. It is not possible to accurately calculate how much of the deferred tax liability at the balance
sheet date would reverse at 19% vs 25%. This is because a large portion of the liability relates to the pension surplus for which future
actuarial gains or losses cannot be reliably forecasted.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

C.Current tax reconciliation

The current tax recenciliation 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 items differ from those in note 7B as the effects of deferred tax temporary differences are
ignored below.

2021 2020
£m Em
(Loss)/profit before tax (209.4) 672
Notional taxation at standard UK corporation tax rate of 19% (last year: 15%) (39.8) 12.8
Disallowable accounting depreciation and other similar items 75.1 52.5
Deductible capital allowances (50.0) (56.8)
Adjustments in retation to employee share schemes 1.9 2.3
Adjustmentsin relation to employee pension schemes a.7) 8.2
Overseas profits taxed at rates different to those of the UK 0.7 {0.6)
Movement in unrecognised overseas deferred tax 0.9 08
Joint venture results accounted for as profit after tax (14.6) -
Current yeariosses carried forward n3 -
Otherincome and expenses that are not taxable or allowable {0.1) 46
Adjusting items:
- UK store and strategic programme impairments and other property charges where no taxretief
is available 8.5 210
~ Internaticnal store closures and impairments (1.0 0.5
- Other strategic programme income and expenses that are not taxable or allowable for tax purposes 55 31
- Impairment to per una goodwill 75 -
- Amortisation arising as a part of the investment in Ocado Retail Limited 2.7 32
Current year current tax charge 3.9 516
Represented by:
UK current year current tax 37 428 "
Overseas current year Current tax 0.2 8.8 'uz:
3.9 516 z
UK adjustments inrespect of prior years (12.1) 4.0 E
Overseas adjustments in respect of prior years (0.2 ©1n 2
Total current taxation (note 7A) (8.4) 474 g
o
-4

8 EARNINGS PER SHARE

The calculation of earnings per ardinary share is based on earnings after tax and the weighted average number of ordinary shares in
i1ssue during the year.

The adjusted earnings per share figures have also been calculated based on earnings before adjusting items that are significant in
nature and/or quantum and are considered to be distortive (see note 5} These have been presented to provide shareholders with an
additional measure of the Croup's year-on-year performance.

For diluted earnings per share, the weighted average number of ordinary sharesin issue is adjusted to assume conversion of all dilutive
potential ordinary shares. The Group has four types of dilutive potential ordinary shares, being: those share options granted to
employees where the exercise price is less than the average market price of the Company’s ordinary shares during the year; unvested
shares granted under the Deferred Share Bonus Plan; unvested shares granted under the Restrnicted Share Plan, and unvested shares
within the Performance Share Plan that have met the relevant performance conditions at the end of the reporting pericd.
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Details of the adjusted earnings per share are set out below:

2021 2020
£m £m
(Lossj/profit attributable to equity shareholders of the Company (198.0) 237
Add/{less).
Adjusting items (see note 5) 259.7 3359
Tax on adjusting iterms {33.5) 43.6)
Profit before adjusting items attributable to equity shareholders of the Company 28.2 3160
Million tilLian
Weighted average number of ordinary sharesinissue 1,953.5 1,8949
Potentiatly dilutive share options under Group’s share option schemes' 15.0 10,7
Weighted average number of diluted ordinary shares 1,968.5 19056
I. Potentally dilul:ve share options only cons.dered m relalion to ad usted diluted earmings per share as the Group made a basic [oss per share
Pence Pence
Basic {loss)earnings per share {10.1) 13
Diluted (loss)/earnings per share (10.7) 1.2
Adjusted basic earnings per share 1.4 16.7
Adjusted diluted earnings per share 1.4 16.6
9 DIVIDENDS
2021 2020 2021 2020
pershare per share £m £&m
Dividends on equity ordinary shares
Paid final dividend - 6.8p - 15.1
Paid interim dividend - 39p - 76.0
- 10.7p - 1911
The Board of Directors has not proposed a final dividend for 2020/21. The Board of Directors continues to defer consideration of
further dividends until visibility of the pace and scale of market recovery hasimproved.
10 EMPLOYEES
A. Aggregate remuneration
The aggregate remuneration and associated costs of Group employees (including Executive Committee) were:
2021 2020
Total Total
£m £m
Wages and salaries 1,210.3 1,263.7
Social security costs 99.5 80.0
Pension costs 71.3 729
Share-based payments (see note 13) 19.3 18.5
Employee welfare and cther perscnnel costs 437 518
Capitalised staffing costs (6.4) {22.5)
Total aggregate remuneration’ 1,437.7 1464 4

1 Fxcluges amaunts recogrised w thin adjusting teeres of 100 dmlast year £23 Tmip{seenotes 3and 5)

Detaits of key management compensation are given in note 28.
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10 EMPLOYEES CONTINUED

B. Average monthly number of employees

2021 2020
UK stores
—-management and supervisory categories 4,870 5,278
- other 54,076 62,027
UK head office
- management and supervisory categories 2,948 2947
—other 749 764
UK operations
—-management and supervisory categories 17 115
-other 1,507 1,302
Overseas 5,579 5,598
Total average number of employees 69,846 78,031

The average number of full-time equivalent employeesis 49,177 (last year: 53 988).

11 RETIREMENT BENEFITS

The Croup provides pension arrangements for the benefit of its UK employees through the Your M&S Pension Saving Plan (a defined
contribution (DC) arrangement) and prior te 2017, through the Marks & Spencer Pension Scheme ("UK DB Pension Scheme”) (a defined
henefit (DB} arrangement).

The UK DB Pension Scheme operated on a final pensionable selary basis and is governed by a Trustee board which is independent of
the Group. The UK DB Pension Scheme closed to future accrual en 1 April 2017, There will be no further service charges relating to the
scheme and no future monthly employer contributions for current service. At year end, the UK DB Pension Scherme had no active
members (last year: nil}, 53,674 deferred members (last year: 55, 887) and 52,794 pensioners {last year: 52,165).

The DC plan is a pension plan under which the Group pays contributions to an independently administered fund. Such contributions
are based upon a fixed percentage of employees pay. The Group has no legal or constructive cbligations to pay further contributions
tothe fund once the contributions have been paid. Members' benefits are determined by the amcunt of contributions paid by the
Group and the member, together with the investment returns earned on the contributions arising from the performance of each
individual's investments and how each member chooses to receive their retirement benefits. As a result, actuarial risk {that benefits
will be lower than expected) and investment risk (that assets invested in will not perform in line with expectations) fall on the
employee. At the year end, the defined contribution arrangement had scme 46,191 active members (last year: 52,059) and some
40,604 deferred members {last year: 33,578).

The Group also operates a small funded DB pension scheme in the Republic of Ireland. This scheme closed to future accrual on
31 October 2013, Other retirement benefits also include a UK post-retirement healthcare scheme and unfunded retirement benefits.

The total Group retirement benefit cost was £23.9m (last year: £49.2m). Of this, income of £43 3m (Last year: income of £20.2m) relates
to the UK DB Pension Scheme, casts of £64.0m (last year. costs of £65.6m)to the UK DC plan and costs of £3.2m (last year: costs of
£3.8m) to other retirement benefit schemes.
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The most recent actuartal valuation of the UK DB Pension Scheme was carried out as at 31 March 2018 and showed a funding surplus of
£652m. Thisis an improvement on the previous position at 31 March 2015 {(statutory surplus of £204m), primarily due to lower assumed
life expectancy. The Company and Trustee have confirmed, in line with the current funding arrangement, that no further contributions
will be required to fund past service as a result of this valuation (other than these already contractually committed under the existing
Marks and Spencer Scottish Limited Partnership arrangements - see note 12). We have yet to reach agreement with the Trustee of the
UK DB Pension Scheme with regards to the triennial actuarial valuation of the scheme as at 31 March 2021

In September 2020, the UK DB Pensicn Scheme purchased additional pensioner buy-in pelicies with two insurers for approximately
£750m Together with the policies purchasedin April 2012 and March 2018, the Scheme has now, in total, insured around 80% of the
pensioner cash flow liakilities for pensions in payment. The buy-in policies cover specific pensioner liabilities and pass allrisks to an
insurer in exchange for a fixed premium payment, thus reducing the Group’s exposure to changes in tongevity, interest rates, inflation
and other factars.

In November 2020, there was a further High Court ruling in relation to guaranteed minimum pension benefits. The latest ruling states
that trustees of defined benefit (OB} schemes that provided guaranteed minimum payments should revisit, and where necessary,
top-up historic cash equivalent transfer values that were calculated on an unequalised basis if an affected member makes a
successful claim. The impact of the ruling implies that pensian scheme trustees are responsible for equalising the guaranteed
minimum payments for members who transferred out of its DB pension scheme. This has resulted in anincrease in the liabilities of
the UK DB Pension Scherme of £1.0m), which was recognised in the results as a past service cost.
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A.Pensions and other post-retirement Liabilities

2021 2020
£m £m
Total market value of assets 10,442.9 10,653.8
Present value of scheme liabilities (9,803.7) (8,743.3)
Net funded pension ptan asset 639.2 19105
Unfunded retirement benefits (2.8) (39
Post-retirement healthcare (4.0) (4.0)
Netretirement benefit surplus 631.4 19026
Analysed in the statement of financial position as:
Retirement benefit asset 639.2 - 1,915.0
Retirement benefit deficit (7.8) (12.4)
Net retirement benefit surplus 631.4 19026

In the event of a plan wind-up, the pension scheme rules provide M&S with an unconditional right to a refund of surplus assets
assuming the full settlement of plan liabilities. In the ordinary course of business, the Trustee has no rights 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 recogrused in full

B.Financial assymptions

The financial assumptions for the UK DB Pension Scheme and the most recent actuarial valuations of the other post-retirement
schemes have been updated by independent qualified actuaries to take account of the requirement s of IAS 19 Employee Benefits in
order Lo assess the liabilities of the schemes and are as follows:

2021 2020

% %

Rate of increase in pensions in payment for service 2.2-3.2 19-27
Discount rate 2.00 240
Inflation rate for RPI 3.30 270
Long-term healthcare cost increases 7.30 6.70

C.Demographic assumptions

The UK demographic assumptions are mainly inline with those adopted for the last formal actuarial valuation of the scheme
performed as at 31 March 2018. The UK post-retirement mortality assumptions are based on an analysis of the pensioner mortality
trends under the scheme for the period to March 2018, The specific mortality rates used are based on the VITA lite tables, with future
projections based on up-to-date industry models, parameterised to reflect scheme data. The life expectancies underlying the
valuation are as fotlows:

2021 2020
Current pensioners (at age 65) -male 222 22.2
- fernale 25.0 24.9
Future pensioners - currently in deferred status (at age 65) —male 24.0 24.0
- female 26.8 26.8

D. Sensitivity analysis

The table below summarises the estimated impact of changes in the principal actuanal assumptions on the UK DB Pension Scheme
surplus:

2021 2020

£m Im

(Decrease)/incraase in scheme surplus caused by a decrease in the discount rate of 0.25% (20.0) 50.0
{Decrease)/increase in scheme surplus caused by a decrease in the discount rate of 0.50% (30.0) 100.0
Decrease in scheme surplus caused by a decrease in the inflation rate of 0.25% (20.0) (50.0)
Decrease In scheme surplus caused by a decrease in the inflation rate of 0.50% (30.0) 100.0)
Increase in scheme surplus caused by a decrease in the average tife expectancy of ocne year 300.0 240.0

The discount rate sensitivity is comparable to the sensitivity quoted last year-end. However, the sign has changed from anincrease in
surplus to a reduction in surplus, as the 1AS19 over-hedge’ on gilt yields increased materially during the previous year. Consequently,
assets are projected to grow by less than liabilities this year, whereas assets were projected to grow by more than liabilities last year.

The sensitivity analysis above is based on a change in one assumption while holding all others constant. Therefore, interdependencies
between the assumptions have not been taken intc account within the analysis.
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E. Analysis of assets

The investment strategy of the UK DB Pension Scheme is driven by its liability profile, including its inflation-linked pension benefits.

In addition to its interest in the Scottish Limited Partnership (refer to note 12), the scheme invests in different types of bond (including
corporate bonds and gilts) and derivative instruments {including inflation, iInterest rate, cross-currency and total return swaps) in order
to align movernents in the value of its assets with movements in its liabilities arising from changes in market conditions. Breadly, the
scheme has hedging that covers 105% of interest rate movements and 102% of inflation movements, as measured on the Trustee’s
funding assumptions which use a discount rate derived from gilt yields.

By funding its DB pension schemes, the Group is exposed to the risk that the cost of meeting its obligations is higher than anticipated.
This could ncenr for several reasons, for example

- Investment returns on the schemes’ assets may be lower than anticipated, especially if falls in asset values are not matched by
similar falls in the value of the schemes’liabilities.

- Thelevel of price inflation may be higher than that assumed, resulting in higher payments from the schemes.

- Scheme members may Live longer than assumed; for exarmple, due to advances in healthcare. Members may also exercise (or not
exercise) options in a way that leads to increases in the schemes’ liabilities; for example, through early retirement or commutation
of pension for cash.

- Legislative changes could also lead to an increase in the schemes' Labilities.

Inaddition, the Group is exposed to additional risks through its obligation to the UK DB Pension Scheme via its interest in the Scottish
Limited Partnership (see naote 12). In particular, under the legal terms of the Partnership, a default by the Group on the rental payments
to the Partnership or a future change in legislation could trigger earlier or higher payments to the pension scheme, or an increase in
the collateral to be provided by the Group.

The fair value of the totai plan assets at the end of the reporting pericd for each category s as fotlows.

2021 2020
Quoted Unquoted Total Quoted Unguoted Total
£m £m £m fm £m £m
Debt investments
—Government bonds net of repurchase agreements’ 3,945.2 {1,443.5) 2,501.7 35968 3520 394838
—Corporate bonds 6.4 1,036.6 1,043.0 6.2 7283 734.5
- Asset-backed securities and structured debt - 256.1 256.1 - 264.4 264.4
Scottish Limited Partnership Interest (see note 12) - 1425 142.5 - 211.2 21.2 w
Equity investments a
- Developed markets 450.9 - 4509 3387 56.6 3953 é
—Emerging markets 1311 - 1311 303 - 90.3 =
Growth asset funds 3
- Glabal property 5.4 276.8 282.2 5.8 2914 2972 g
- Hedge and reinsurance 43.8 299.0 342.8 326 385.1 4177 z
- Private equity and infrastructure - 224.1 224.1 - 175.4 175.4
Derivatives
- Interest and inflation rate swaps 18.4 298.6 3170 19.9 2537 2736
- Foreign exchange contracts and other derivatives 93.2 4.5 97.7 {C.4} 162.4 1620
Cash and cash equivalents 13.6 148.9 162.5 108.1 181.8 2899
Other
- Buy-ininsurance - 3,177.0 3,177.0 - 24300 24300
-Secureincome asset funds - 1,064.4 1,064.4 - 9346 93416
- Other 387 2n.2 2499 28.8 01 289
4,746.7 5,696.2 10,442.9 42268 6,4270 10,653.8

| Repurchase agreementswere £1443 bm (last year £820 5my)

The fair values of the above equity and debt investments are based on publicly available market prices wherever available. Unguoted
investments, hedge funds and reinsurance funds are stated at fair value estimates provided by the manager of the investment or fund.
Property includes both quated and unquoted investments, The fair vaiue of the Scottish Limited Partnership interest is based on the
expected cash flows and benchmark asset-backed credit spreads. Itis the policy of the scheme to hedge a propertion of interest rate
and inflation risk. The scheme reduces its foreign currency exposure using forward foreign exchange contracts.

At year end, the UK schemes (UK DB Pension Scheme and post-retirement healthcare) indirectly held 75,223 {last year: 63,527)
ordinary shares inthe Company through its investment in UK Eguity Index Funds.
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F. Analysis of amounts charged against profits
Amounts recognised in comprehensive income in respect of defined benefit retirement plans are as follows:

2021 2020
£m £m
Current service cost 0.2 0.2
Administration costs 4.5 4.5
Past service costs 1.0 -
Net interest income (47.2) (23.6)
Total {41.5) 8.9)
Remeasurement on the net defined benefit surplus:
Actual return on scheme assets excluding amounts included in net interest income 17.5 (477.3)
Actuanial (gain)/loss — demographic assumptions {12.5}) 10.0
Actuarial gain - experience’ (82.6) 4sn
Actuarial loss/(gainy - financial assumptions 1,332.1 #414.5)
Components of defined benefit expense/{income) recognised in other comprehensive income 1,354.5 (927.9)
I Includesa£2 bmiloss (last year £niljrelatingto an eauahisaticncharge recognised n 2018719 that was reclassilied from provisions inthe current period
G.Scheme assets
Changes in the fair value of the scheme assets are as follows:
2021 2020
£m fm
Fair value of scheme assets at start of year 10,653.8 10,2247
Interest incorne based on discount rate 2549 245.4
Actual return an scherne assets excluding amounts included in net interest income” (117.5) 477.3
Employer contributions 41.5 41.8
Benefits paid (379.4) (333.2)
Administration costs (4.3} (4.3)
Exchange movement {6.1) 21
Fair value of scheme assets at end of year 10,442.9 10,653.8
I Theactualreturnonscheme assets was 4 gainof £137 dinflast year gain of £727 7m}
H. Pensions and other post-retirement liabilities
Changes in the present value of retirement benefit obligations are as follows:
200 2020
£m £
Present value of obligation at start of year 8,751.2 9,310.4
Current service cost 0.2 0.2
Adrmnistration costs 0.2 02
Past service cost 1.0 -
Interest cost 207.7 2218
Benefits paid {379.4) (333.2)
Actuarial gain - experience’ {82.6) {46.1)
Actuacial (gain)/loss - demaographic assumptions (12.5) 10.0
Actuarial loss/{gainy-financial assurmptions 1,332 14.5)
Exchange movement {6.4) 2.4
Present value of obligation at end of year 9,811.5 8,751.2
Analysed as:
Present value of pension scheme liabilities 9,803.7 8,743.3
Unfunded pension plans 3.8 3.9
Post-retirement healthcare 4.0 4.0
Present value of obligation at end of year 9,811.5 27512

T Includesa £2 Smiloss (last yesr Lnil)relanngioan equalisaticn charge recogrisenm 2018/19 that was reclassil ed from provisrons i the curent pernod

The average duration of the defined benefit obligation at 3 April 2021 is 19 years {last year: 19 years).
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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 involvement in the
management of the business and shall not take any partin the control of the partnership. The general partner isresponsible for the
management and control of the partnership and, as such, the Partnershipis consolidated inte the results of the Group.

The Partnership holds £1.4bn {last year: £1.4bn} of properties which have been leased back to Marks and Spencer plc. The Group retains
controt over these properties, including the flexibility to substitute atternative properties inte the Partnership. The first imited
partrership interest (held by the Marks & Spencer UK Pension Scheme) entittes the Pension Scheme te receive an annual distribution
of £71 2muntil June 2022 from the Partnership. The second limited partnership interest (also held by the Marks & Spencer UK Pension
Scheme), entitles the Pension Scheme to receive a further annual distribution of £36.4m from June 2017 until June 2031, All profits
generated by the Partnership in excess of Lhese amounts are distributable to Marks and Spencer ple.

The partnership tiability In relation to the first interest of £193.6m (last year: £207.4my}is included as a financial Liability in the Croup’s
financiat staterments as it is a transferable financial instrument and measured at amortised cost, being the net present value of the
future expected distributions from the Partnership. During the year to 3 April 2021, aninterest charge of £4.9m (last year: £6.5m}

was recognised in the income statement representing the unwinding of the discount included in this obligation. The first Limited
partnership interest of the Pension Scheme is included within the UK DB pensicn scheme assets, valued at £142.5m (last year: £211.2m).

The second partnership interest is not a transferable financial instrument as the Scheme Trustee does not have the right to transfer
it to any party other than a successor Trustee. Itis therefore notincluded as a plan asset within the UK DB pension scheme surplus
reportedin accordance with 1AS 19 Similarly, the associated liability is not included on the CGroup’s statement of financial position,
rather the annual distributicnis recognised as a contribbution to the scheme each year.

13 SHARE-BASED PAYMENTS

This year, a charge of £19 3m was recognised for share-based payments {last year: charge of £18.5m). Of the total share-based
payments charge, £9.2m (last year: £7.6m) relates to the Save As You Earn share option scheme and a charge of £1.7m {last year: £4.9m)
relates to the Performance Share Plan. The remaining charge of £8.4m (last year. £6m)is spread over the other share plans. Further
details of the cperation of the Croup share plans are provided in the Remuneration Report.

A.Save As You Earn scheme

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 Board may offer options to purchase ordinary shares in the Company once in each financial year
to those employees who enter into Her Majesty’s Revenue & Customs (HMRC) approved SAYE savings contract. The scheme allows
participants to save up to a maximum of £500 {last year: £250) each month. The price at which options may be coffered is 80% of the
average mid-market price for three consecutive dealing days preceding the of fer date. The options may normally be exercised during

the six-month period after the completion of the SAYE contract. E

2021 2020 5

Weighted We ghted E

Number of average Mumbaer of average =

options  exercise price opt’ons exercise price 2

Outstanding at beginning of the year 53,139,941 190.7p 38,023,501 2679p §

Granted 101,466,321 82.0p 34,087655 151.0p g

Exercised (556} 151.0p (49,610) 250.2p w
Forfeited (23,811,474) 1655.7p (15,727,568) 2379p
Expired . {mea2,826)  248.7p (3)94,037) 380.2p
Outstandingatendofyear 119,151,406 99.4p 53,139,941 190.7p
Exercisable at end of year 7,211,376 2125p 1,272515 24%.6p

For SAYE share options exercised during the period, the weighted average share price at the date of exercise was 152 4p (last year' 265.7p).
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The fair values of the options granted during the year have been calculated using the Black-Scholes model assurning the inputs
shown below:

I -
3-year plan

3-yearplan 2020 modified' 3-year plan

Grant date Dec-20 Dec-20 Decl19
Share price at grant date 103p 103p 189p
Exercise price B2p 151p 151p
Cpticn lifein years 3 years 3 years 3years
Risk-free rate 0.0% 0.0% 05%
Expected volatility 45.6% 456% 276%
Expected dividend yield 0.0% 0.0% 57%
Fair value of option 34p 19p 33p
Incremental fair value of option N/A 15p N/A

Inthe current year, there hasbeen armodf cat'onto the 2021 scheme tefatmg (o ermployess cancelling awards from previcus years n substitution for awards granted under the 2021
scheme The fairvalue of the modified awards will be amartised based on the incremental fair vawe. The noremental fairvalues the arfference hetween the fair value of the 2021
oplions, peing 34p,and the [ar value of repriced previous swards, calculated using 2020 award sssumplions, keep. ng theinitial exercise price consistent Thefarvalucof the
modified optinrs, being 15p far 2021 modified optiorsis already recogmsed inoperating loss

Volatility has been estimated by taking the historical volatility in the Company's share price over a three-year period.

The resulting fair value is expensed over the service period of three years on the assumption that 10% (last year: 10%) of options will
lapse over the service period as employees leave the Croup.

Cutstanding options granted under the UK Employee SAYE Scheme are as follows'

o Num_bio* optons Wr?\ghtcdiaiviemqe {emamnﬁgon\faciuakkﬂycar;}

Opligns granted' 202 2020 2021 2020 Cplion price
January 2016 - 3,720 - - Albp
January 2017 9,202 11,344,003 - 0.3 750p
January 2018 4,172,855 5,557,053 03 13 25
January 2019 3,405,862 4,910,783 1.3 23 238p
February 2020 12,331,683 31,324,382 2.3 33 151p
February 2021 99,291,804 - 33 - 82p

119,151,406 53,139,941 3] 24 99p

1 Forthe purposc of the above table the eptiongranted date s tho contract start date

B. Performance Share Plan’

The Performance Share Plan (PSP} is the primary long-term incentive plan for approximately 170 of the mast senior managers within
the Group. It was first approved by shareholders at the 2005 ACM and again at the 2020 ACGM. Under the plan, annual awards, based
on a percentage of salary, may be offered. The extent to which an award vests is measured over a three-year period against financial
targets which for 2020/21 included earnings per share (EPS), return on capital employed (ROCE), total shareholder return (TSR) and
strategic measures. The value of any dividends earned on the vested shares during the three years may alsc be paid on vesting.
Awards under this plan have been rmade in each year since 2005 More information is available in relation to this plan within the
Remuneration Report,

During the year, 19,777,921 shares (last year: 12,924,621) were awarded under the plan. The weighted average fair value of the shares
awarded was 101.4p{last year: 161.0p). As at 3 April 2021, 33,878,325 shares (last year: 20,502,705) were outstanding under the plan.

C. Deferred Share Bonus Plan’

The Deferred Share Bonus Plan (DSBP) was first introduced in 2005/06 as part of the Annual Bonus Scheme and was approved by
shareholders at the 2020 ACGM. It may be operated for approximately 4,000 of the most senior managers within the Group. As part of
the plan, the managers are reguired to defer a proportion of any bonus paid intc shares which will be heid for three years. There are no
further performance conditions on these shares, other than continued ernployment within the Croup and the value of any dividends
earned on the vested shares during the deferred periad may also be paid on vesting. More information is available in relation to this
plan within the Remuneration Report.

During the year, no shares {last year: no shares) have been awarded under the plan in relation to the annuat bonus. As at 3 April 2021,
422672 shares (last year: 1,359 166} were outstanding under the plan.
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D. Restricted Share Plan’

The Restricted Share Plan (RSF) was established in 2000 as part of the reward strategy for retention and recrutment of senior
rmanagers who are vital to the success of the business and was approved by shareholders at the 2020 ACM. The plan operates for the
senior management team. Awards vest at the end of the restricted period {typically between one and three years) subject to the
participant still being in employment of the Company on the relevant vesting date. The value of any dividends earned on the vested
shares during the restricted period may also be paid on vesting. More information is availakle in relation to this plan within the
Remuneration Report.

During the year, 11,996,248 shares (last year: 3,645,421) have been awarded under the plan. The weighted average fair value of the
shates awarded was 124 3p {last yoar: 150.0p). As at 3 April 2021, 10,772 919 shares (last vear: 4,896,084) were outstanding under
the plan.

E.Republic of Ireland Save As You Earn scheme

Sharesave, the Company’s Save As You Earn scheme, was introduced in 2009 to all employees in the Republic of Ireland for 2 10-year
period, after approval by shareholders at the 2009 ACM and again at the 2019 ACM. The scheme is subject to Irish Revenue rules and
allows participants to save up to a maximum of €500 (last year: €320) each maonth. The price at which options may be offered s 80% of
the average mid-market price for three consecutive dealing days preceding the offer date. The options may normally be exercised
during the six-month period after the completion of the SAYE contract.

During the year, 1,409,129 options (last year: 327,689) were granted, at a fair value of 33.7p (last year. 33.4p). As at 3 April 2021,
1,846,589 options (last year: 790,97 7) were cutstanding under the scheme

F. Marks and Spencer Employee Benefit Trust

The Marks and Spencer Employee Benefit Trust {the “Trust”) holds 527,116 (last year: 1,557,996) shares with a book value of £0.1m

(last yvear: £3.4m}and a market value of £0 8m {last year. £1.5m). These shares were acquired by the Trust through a combination of
rmarket purchases and new issues and are shown as areduction in retained earnings in the consolidated statement of financial position.
Awards are granted to employees at the discretion of Marks and Spencer plc and the Trust agrees to satisfy the awards in accordance
with the wishes of Marks and Spencer plc under the senior executive share plans described above. Dividends are waived on all of

these shares.

GC.ShareBuy

ShareBuy, the Company’s Share Incentive Plan, enables the participants to buy shares directly from their gross salary. This scheme
does not attract an IFRS 2 charge.

* Allawards both thisyear and last year were cand t anal shares For the purposes of calculabing the numoer of snares awarded, the snare price used 1sthe average of tne mid-market
price farthe five cansecutive dealing days preceding the gran' date
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NOTESTOTHE FINANCIAL STATEMENTS CONTINUED

14 INTANGIBLE ASSETS
Computer
Computer  saftware under
Coadwll Brands software development Total
Ern Em £m £m Lrn
Af 30 March 2019
Cost 1365 123 14022 746 1,725.6
Accumulated amortisation and impairments (59.0) {1095 (025 (321 (1,2257)
Net book value 775 28 311 a5 4999
Year ended 28 March 2020
Opening net book value 775 28 3771 42.5 4999
Additions - - 11 76.5 776
Transfers and reclassifications - - 918 (91.4) 04
Asset impairments (13.4) - - - (13.4)
Asset write-offs - - 0.5) - (0.5)
Arnortisation charge - (2.8) (162.0) - (164.8)
Exchangedifference o _ B (o)} - - - o
Closing net book value T a0 - 3075 276 399.1
At 28 March 2020
Cost 1364 N23 1,495 597 18035
Accumulated amartisation, impairments and write-offs o (72.4) (23 (00876) 0 {(320)  (1404.4)
Net book value 640 - 3075 276 3991
Year ended 3 April 2021
Opening net book value 64.0 - 307.5 27.6 399.1
Additions ~ 63 0.1 414 47.8
Transfers and reclassifications - ~ 44.7 (44.2) 0.5
Asset impairrnents' {39.6) ~ (40.0) ~ {79.6)
Assel write-offs - - (3.2) - (3.2)
Amortisaticn charge - (0.2) (131.4) - {131.6)
Exchangedifference n - o3 - (1.0}
Closing net book value B o 237 61 1774 248 2320
At3 April 2021 B ] B
Cost 135.7 118.6 1,539.6 56.9 1,850.8
Accurmutated arnortisation, imparments and write-offs {Nn2.0) {M2.5) {1,362.2} {32.1) {(1,618.8)
Net book vatue - ' 237 el 74 248 2320
Goodwill related to the following assets and groups of cash generating units (CCUs):
peruna India Other  Total goodwill
£m £m Em £m
Net boak value at 28 March 2020 56.1 72 Q.7 64.0
Asset impairments {39.6) - - (39.6)
Exchange difference - {0.7) - {0.7}
Net book value at 3 April 202) 16.5 6.5 0.7 23.7

1 Assetimpairmertsof £79 brnmade upof £3% 6m chargerecnraed against peruna goodwil | £40 Omiinrelationtorenlaced, retired of decommissonea as parsof MS2 (see note 5)
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

14 INTANGIBLE ASSETS CONTINUED

Goodwill impairment testing

Goodwill is not amortised but is tested annually for impairment with the recoverable amount being determined from value in
use calculations.

The goodwill balance relates to the goodwill recognised on the acquisition of per una £16.5m {last year £56.1m), India £6.5m
(last year: £7.2m}and other £0.7m (last year: £0.7m;.

Goodwill for India is monitored by management at a country level, including the combined retail and wholesale businesses, and has
been tested forimpairment on that basis.

The peruna brand is a definite life intangible asset amortised on a straight-line basis over a period of 15 years. The brand intangible
was acquired for a cost of £80.Um and is held at a net book value of tnil(last year: £nit). | he per una goodwill and brand are considered
together for impairment testing purposes and are therefore tested annually for impairment.

The cash flows used forimpairment testing are based on the Croup's latest budget and forecast cash flows, covering a three-year
period, which have regard to historical performance and knowledge of the current market, together with the Group’'s views onthe
future achievable growth and the impact of committed cash flows The cash flows inctude ongoing capital expenditure required to
maintain the store network but exclude any growth capital initiatives not committed

Cash flows beyond this three-year period are extrapolated using a long-term growth rate based on the Group's current view of
achievable long-term growth. The Croup's current view of achievable long-term growth for per una is 0.5% (last year: 0.7%), which is a
reduction from the overall Croup long-term growth rate of 1.75% {last year: 2%). The Group's current view of achievable long-term
growth for Indiais 5.9% (last year: 5.9%).

Management estimates discount rates that reflect the current market assessment of the time value of money and the risks specific
to each asset or CCU. The pre-tax discount rates are derived from the Croup's post-tax weighted average cost of capital ("WACC™)
which has been calculated using the capital asset pricing model, the inputs of which include a country risk-free rate, equity risk
premium, CGroup size premium and a risk adjustment (beta). The post-tax WACC is subsequently grossed up to a pre-tax rate and was
11.0% for per una (last year: 3.7%)and 12 9% for India (last year: 14.3%).

Management has performed sensitivity anatysis on the key assumptions in the impairment model using reasonably possible changes
in these key assumptions, both individually and in combination. Management has considered reasonably possible changes in key
assumptions that would cause the carrying amounts of goodwill or brands to exceed the value in use for each asset.

ForIndia, there is no reasonably possible change in key assumptions that would lead to animpairment and the assumptions do not
give rise to a key source of estimation uncertainty.

peruna
The future cash flows applied in the per una calculation reflect the Croup’s current plan for the per una brand cver the next three
years. These plans reflect the updated trading position of the per una brand post Covid-19 and rationalisation of the per una range
whereby certain product ranges have been removed from the brand.

The trading assumptions applied in the prior year reflected the expectation that the impact of Covid-19 would last 12 months, with
sales and customer trends returning to pre-pandemic levels in 2021/22. Therefare, the impact of Covid-19 was reflected within the
farecast per unasales for 2020/21 only, with return to pre Covid-19 levels by February 2021. A year on, it has becoeme apparent that the
recovery of per una sales will take longer and that there islikely to be a permanent shift in customer behaviour and habits, especially
triggered by two additional lockdowns in the second half of the financial year. As a result, therevised plan assumes a per una sales
decline of ¢ 40% in 202122 vs 2019/20, followed by moderate increases in sales in years 2 and 3 of the plan The revised plan does not
return ta 2019/20 sales levels.
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In the medium to long-term, the key assumption driving the value in useis the ability to generate profitable growth in the context of
significant change in the UK retail market. The modet assumes 0.5% {(last year: 0.7%) growth into perpetuity, which is the per una sales
growth assumed inyear 3 of the plan, If a shorter trading period was assumed then this could resultin a further impairment.

The outcome of the value in use calcutation is an impairment of £39.6m {prior year mpairment charge of £13.4m).

As disclosed in the accounting policies (note 1), the cash flows used within the impairment model are based on assumptions which are
sources of estimation uncertainty and small movements in these assumptions could lead to a further impairment. Management has
performed sensitivity analysis on the key assumptions in the impairment model using reascnably possible changes inthese key
assumptions for the per una brand. Individually a 50-basis pointincrease in the WACC rate or a reduction in the perpetuity growth rate
to 0% would cause an increase in the impairment below £0.7m. A 20% reduction in cash flows over the whole three-year plan period
would cause a £3.3m further impairment and in combination, these reasonably possible changes in the key assumptions would cause a
furtherimpairment of £3.9m.

Computer software impairment testing

Fotlowing the announcement of the new MS2 division, the Group conducted a review of the intangible computer software assets held
on the balance sheet which were to be decommissioned, replaced or retired as part of the MS2 programme. An impairment charge and
write off of £40 Om has been recognised reflecting significant changes to certain intangible assets used by UK Clothing & Home.

Jaeger

During the period, the Group recognised additions to brand intangible assets of £6.3m, relating to the purchase of the Intellectual
Property of the Jaeger brand {including registered trademarks, goodwill, logos, domain names and social media accounts) as part of
an asset acquisition.
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

15 PROPERTY, PLANT AND EQUIPMENT

The Group's property, plant and equipment of £5,058.6m {last year: £5,494 2m) consists of owned assets of £3,562.6m (last year:
£3,863 9m) and right-cf-use assets of £1,496.0m (last year: £1,630.3m).

PROPERTY, PLANT AND EQUIPMENT - OWNED

Assels nlhe

Landand Fixtures, FLt'ngs course of
buldings  andeguipment construction Tatal
£m £m Em £n

At 30 March 2019
Cost 2,8859 5,673.6 98,1 86576
Accumulated depreciation, impairments and write-offs e e3T (4,015.6) (18.0) (4,670.7)
Net book value 2,248.8 1,658.0 801 3,986.9
Year ended 28 March 2020
Opening net book value 2,248.8 1,658.0 B8O 3,986.9
Additions 2t 277 2449 2747
Transfers and reclassifications 222 183.6 (205.0) 0.8
Impairment reversals 257 324 - 581
Impairment charge (73.9) (52.7) - (126.6)
Asset write-offs {(18) [€A)] - (8.9)
Depreciation charge 162.0) (267.2) - (3292)
Exchange difference 63 18 - 81
Closing net book value 21674 15765 120.0 3,8639
At 28 March 2020
Cost 2,8875 5,457.1 1380 8,4826
Accumulated depreciation, impairments and write-offs (720.0) (3,880.6) 8.0 4.6187)
Net book value 21674 1,576.5 120.0 3,8639
Year ended 3 April 2021
Opening net book value 2,167.4 1,576.5 120.0 3,863.9
Additions 3.8 18.6 92.] 114.5
Transfers and reclassifications 7.2 157.0 (162.6) 1.6
Impairment reversals 36.9 36.2 - 73]
Impairment charge' (73.2) (48.7) - {121.9)
Asset write-offs (29.8) (17.4) (0.1) (47.3)
Depreciation charge (83.3) (228.5) - (311.8)
Exchange difference (6.6) (28 (@) (9.5
Closing net book value 2,022.4 1,490.9 493 3,5626
At 3 April 2021
Cost 2,809.9 5,450.2 &67.5 8,327.6
Accumulated depreciation, impairments and write-offs (787.5) (3,959.3) (18.2) (4,765.0)
Net book value 2,022.4 1,490.9 493 3,562.6

Asset imparrments of £12F9m made up of £48 Zm charge asaresu.tof UK storewmparment testing £/3 4mcharge relating to the ongaimg UK store estate programme and
£0 3monrelation loasselsreplaced, ret red or decomrmissionoed as part of the MS2 programme (see nole 5}

Asset write-offs inthe year include assets with gross book value of £67.4m (last year: £680C 5m) and £nil (last year: £nil) net book value
that are nc longer in use and have therefore been retired.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Right-of-use assets

The Group adopted IFRS 16 Leases from 31 March 2019. Refer to nate 1 for the accounting policy. The right-of-use assets recognised on
adoption of IFRS 16 are reflected in the underlying asset classes of property, plant and equipment.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period:

Landand Fixtures fthings

buldings  andequipment Total

Im 2] fm

As at 30 March 2019 16378 376 16754
Additions 140.3 404 180.7
Transfers and reclassifications 0.2 (0.2) -
Disposals (18.9) - (18.9)
Impairment reversals 50.2 - 50.2
Impairment charge (84.4) - (84.4)
Depreciation charge (155.9) (18.7) (174.6)
Exchange difference ) o - B ) 18 01 e
As at 28 March 2020 1,571.1 59.2 1,630.3
Additions 37.2 13.1 50.3
Transfers and reclassifications 0.3 - 0.3
Disposals (5.5) 0.2 {5.3)
Impairment reversals 36.9 - 36.9
Impairment charge (52.7}) - (52.7)
Depreciation charge {132.0) (21.1) (153.1)
Exchange difference ) ) (10.6) {0.1) (10.7)
Asat 3 April 2021 o N 1,444.7 513 1,496.0

Impairment of property, plant and equipment and right-of-use assets

For impairment testing purposes, the Group has determined that each store is a separate CGU, with the exception of Qutlets stores,
which are considered together as one CGU. Click & Collect sales are included in the cash flows of the relevant CGU.

Each CCU s tested forimpairment at the balance sheet dale if any indicators of impairment have beenidentified. Stores identified
within the Group's UK stare estate programme are automatically tested for impairment (see note 5). The ongoing Covid-19 pandemic
is considered animpairment trigger and as a result all stores have been tested for impairment.

The value in use of each CCU is calculated based on the Croup's latest budget and forecast cash flows, covering a three-year period,
which have regard to historic perfarmance and knowledge of the current market, together with the Group's views on the future
achievable growth and the impact of committed initiatives. The cash flows include ongoing capital expenditure required to
maintain the store network, but exclude any growth capitalinitiatives not committed. Cash flows beyond this three-year period are
extrapolated using a long-term growth rate kased on management’s future expectations, with reference to forecast CDP growth.
These growth rates do not exceed the long-term growth rate for the Group's retail businessesin the relevant territory. If the CCU
relates to a store which the Croup has identified as part of the UK store estate pregramme, the value in use calculated has been
mod fied by estimation of the future cash flows up to the point where it is estimated that trade will cease and then estimation of the
timing and amount of costs associated with closure detailed fully in note 5.

The key assumptions in the value in use calculations are the growth rates of sales and gross profit margins, changes in the operating
cost base, long-term growth rates and the risk-adjusted pre-tax discount rate. The pre-tax discount rates are derived from the Croug’s
weighted average cost of capital, which has been calculated using the capital asset pricing model, the inputs of which include a
country risk-free rate, equity risk premium, Group size premium and a risk adjustment {beta). The pre-tax discount rates range from
8.9% to 14.0% (last year: 8.6% t0 16.8%). If the CGU relates to a store which the Group has identified as part of the UK store estate
programme, the additional key assumptions in the value in use calculations are costs associatead with closure, the disposal proceeds
from stare exits and the timing of the store exits.

Annual Report & Financial Staternents 2021 159

w
=
z
w
=
w
E
<
F
ur
-
ot
c
z
<
z
[’



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Impairments - UK stores excluding the UK store estate programme

During the year, the Group has recognised animpairment charge of £66.4m and impairment reversals of £64.5m as a result of UK store
impairment testing unrelated to the UK store estate programme (last year: impairment charge of £63.3m}. The impaired stores were
impaired to their 'value in use’ recoverable amount of £98.5m, which is their carrying value at year end. The stores with impairment
reversals were written back to their ‘'value in use’ recoverable amount of £223.0m. These impairments and impairmeant reversals have
been recognised within adjusting items (see note 5).

For UK stores, cash flows beyond the three-year period are extrapolated using the Group's current view of achievable long-term
growth of 1.75%, adjusted to 0% where management believes the current trading performance and future expectations of the store
do not support the growth rate of 1.75%. The rate used to discount the forecast cash flows for UK stores 15 8.9% (last year: 8.6%).

As disclosed in the accounting policies (note 1), the cash flows used within the impairment model are based on assumptions which are
sources of estimation uncertainty and small movements in these assumptions could lead to further impairments. Management has
performed sensitivity analysis on the key assumptions in the impairment model using reasonably possible changes in these key
assumplions acrass the UK store portfolio.

Areduction in sales of 5% from the three-year plan in year 3 would result in an increase in the impairment charge of £33.0m and a

25 basis point reduction in gross profit margin from year 3 onwards would increase the impairment charge by £4.0m. In combination,
a 1% fallin sales and 3 10 basis point fall in gross profit margin would increase the impairment charge by £7 0m. Reasonably possible
changes of the other key assumptions, including a 5C basis point increase In the discount rate or reducing the long-term growth rate
to 0% across all stores, would not result in a significant increase to the impairment charge, either individually or in combination

Areduction in sales of 5% frorm the three-year plan in year 3 would result in a reduction in the reversal of £1.1m and a 25 kasis point
reduction in gross profit margin from year 3 onwards would have no impact on the reversal. In combination, a 5% fallin sales and a
25 basis peint fallin gross profit margin would reduce the reversal by £2.0m

Impairments - UK store estate programme

During the year, the Group has recognised an impairment charge of £107.9m and impairment reversals of £36,7m relating to the
ongoing UK store estate programme {last year: impairment charge of £132.0m and impairment reversals of £108.3m). These stores
were impaired to their 'value in use' recoverable amount of £109.6m, which is their carrying vatue at year end. The impairment
charge relates to the store closure programme and has been recognised within adjusting itemns (see note 5). impairment reversals
predominantly reflect improved trading expectations compared to those assumed at the end of the prior year end.

Where the planned closure date for a store is outside the three-year plan period, no growth rate is applied The rate used to discount
the forecast cash flows for UK stores is 8.9% (last year: 8.6%).

As disclosed in the accounting policies (note 1), the cash flows used within the impairment models for the UK store estate programme
are based on assumptions which are sources of estimation uncertainly and small movemoents in these assumptions could lead to
further impairments Management has performed sensitivity analysis on the key assumptions in the impairment model using
reasonably possible changes in these key assumptions across the UK store estate programme

Adelay of 12 months in the probable date of each store exit would result in a decrease in the impairment charge of £24 7m A 5%
reductionin planned sales in years 2 and 3 (where relevant) would result in an increase in the iImpairment charge of £217m Neither a
50 basis point increase in the discount rate, a 25 basis point reduction in management gross margin during the peried of trading nor a
2% increase in the costs associated with exiting a store would result in a significant increase to the impairment charge, individually or in
combination with the other reasonably possibie scenarios considered

Impairments - International stores

During the year, the Group has recognised an impairment reversal of £8.8m in Ireland (last year: impairment charge of £3.0m)and
£nilin the Czech Republic (last year: £0.2m) as a result of store impairment testing.

For Irish stores, cash flows beyond the three-year pericd are extrapolated using a long-term growth rate of 0% The rate used to
discount the forecast cash flows for Irish stores is 10.0% {last year: 14.1%).

As disclosed in the accounting policies (note 1), the cash flows used within the impairment model are based on assumptions which
are sources of estimation uncertainty and small movements in these assumptions could lead to further impairments. Management
has performed sensitivity analysis on the key assumptions in the impairment medel using reasonably possible changes in these
key assumphions.

For Irish stores, reasonably possible changes in other key assumptions, including a reduction in sales of 5% from the three-year plan in
years 2 and 3 toreflect a potential recession, a 25 basis point reducticn in gross profit margin throughout the plan period, a 50 basis
pointingrease in the discount rate or a 1% fall in sates combined with a 10 basis paint falt in gross profit margin would not resuttina
change in the impairment reversal.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

16 OTHER FINANCIAL ASSETS

2021 2020
£m Lt
Non-current
Unlisted investments 9.7 97
Current
Short-term investments' 18.4 n7

I Ireludes £9 2m {last year £5 8m)of money market depos 15 held by Marks and Spencer plein anescrow account

Upon transition to IFRS &, unlisted equity investments were irrevocably designated as fair value through other comprehensive income.
Other financiat assets are measured at fair value with changes in their value taken to the income statement.

17 TRADE AND OTHER RECEIVABLES

2021 2020
Em £m

Non-current
Trade receivables 0.1 0.2
Lease receivables - net 62.8 69.2
Other receivables 2.1 2.2
Prepayments 196.4 1910
o o o 2614 2626
Current
Trade receivables 109.8 150.8
Less: provision for impairment of receivables o (3.7 Ry
"Frade receivables - net - - 106.1 146.8
Lease receivables - net - 1
Otherrecelvables 30.5 410
Prepayments 53.9 848
Accruedincome 191 253
T T T 206.6 o 2980

The directors consider that the carrying amount of trade and other receivables approximates their fair value. The Group’s assessment
of any expected credit tosses is included in note 21 Included in accrued income is £5.7m (last year: £17.4m) of accrued supplier income
relating to rebates that have been earned but not yet invoiced. An immaterial amount of supplier income that has been invoiced but
not yet settled against future trade creditor balances is included within trade creditors, where thereis a right to offset. The mpact on
inventory is immaterial as these rebates relate to food stock which has been seld through by the year end.

The maturity analysis of the Group’s lease receivablesis as follows

2021 2020
£m Erm

Timing of cash flows

Within one year 4.8 IA

Between one and twa vears 4.8 47

Between two and three years 4.7 4.7

Between three and four years 4.7 47

Between four and five years 6.1 47

Mgare than five years ) 1289 135.0
Total undiscounted cash flows 154.0 1609

Effectof discounting L  (793) (86.9)
Present value of lease payments receivable 7 _ i 3 747 740

Less: provision for impairment of receiveal)}és; L ] (9 @n
Net investment in the lease o 62.8 69.3
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NOTESTOTHE FINANCIAL STATEMENTS CONTINUED

18 CASH AND CASH EQUIVALENTS

Cash and cash equivalents are £674 4m (last year: £254.2m (restated)). The carrying amount of these assets approximates their
fair value.

The effective interest rate on short-term bank deposits is 0.06% (last year: 0.42%). These deposits have an average maturity of 5 days
(last year: 2 days).

19 TRADE AND OTHER PAYABLES

2020
2021 (Restated)
£m £m
Current

Trade and other payables' 1,091.5 1,017.8
Social security and other taxes 46.8 64.4
Accruals 407.5 3793
Deferred income 532 385
T o ' S T ) 1,599.0 15010

Non-current
Other payables 179.2 206.6
Deferred income 13 16.0
o - ' ) . 192.3 Y

1 Seenctelfordelads on achange inaccounting pobicy and the resulling restatement
Included within current trade and other payabtesis £33.6m (last year: £nil} and non-current other payablesis £178.4m (last year:
£202.4m) of contingent consideration relating to the investment in Ocade Retail Limited. See note 21 for further details.

Acontract liabilicy anises in respect of gift cards and voucher schemes as payment has been received for a performance obligation
which will bbe performed at alater point in time. included within trade and other payables are gift card/voucher scheme Liabilities:

2021 2020

£m £m

Opening balance 180.8 186.9
Issues 363.2 4238
Released to the income statement (349.6) (4299
Closing balance 194.4 180.8

The Group operates a number of supplier financing arrangements, under which suppliers can obtain accelerated settlement on
invoices from the finance provider. This is a form of reverse factoring which has the objective of serving the Croup’s suppliers by
giving them early access to funding. The Croup settles these amounts in accardance with each supplier's agreed payment terms.

The Groupis not party to these financing arrangements and the arrangements do not permit the Group to obtain finance from the
pravider by paying the provider later than the Group would have paid its supplier The Group does not incur any interest towards the
provider on the amounts due to the suppliers. The Group therefore discloses the amounts factored by suppliers within trade payabtes
because the nature and function of the financial liability remain the same as those of other trade payables.

The payments by the Croup under these arrangements are included within cperating cash flows because they continue to be part,
of the normal operating cycle of the Group and their principal nature remains operating - 1.e. payments for the purchase of goods
and services.

At 3 Aprit 2021, £272.6m (last year: £215.6m) of trade payables were amounts owed under these arrangements During the year,
the maximum facility available at any one time under the arrangement s was £305.0m (last year: £299.0m).

Inresponse to the Covid-19 pandemic, during the year the Group implemented extended payment terms for suppliersin
Clothing & Home.
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

20 BORROWINGS AND OTHER FINANCIAL LIABILITIES

2020
2021 {Restated)’
£m [
Current

Bank loans and overdrafts 47 15.5
Lease liabilities 219.4 197.2
6.125% £400m Medium Term Notes 2021 163.5 -
Interest accrued on Medium Term Notes - ~ ) o 452 351
o ) _ 432.8 2473

Non-current o o
6.125% £300m Medium Term Notes 2021 - 2992
3.00% £300m Medium Term Notes 2023 298.5 298.0
4 75% £400m Medium Term Notes 20254 412.2 3994
3.75% £300m Medium Term Notes 2026'4 298.3 -
3 25% £250m Medium Term Notes 2027 248.0 2476
7125% US%$300m Medium Term Notes 20377 192.2 1921
Revaluation of Medium Term Noles® 242 64.8
Lease lizbilities - ) o 2,186.5 2,3648
' ' 3,659.9 38659
Total 4,092.7 AN37

Trescnotes areissued under Marks and Spencer ple's £3bn Curo Medium Term Mote programme and all pay nterest annualily

Interest onthese bonds s oayaole semi-annually

1158300m Medium Term Note expasure swapped to sterhing {(fixed-to-fixed cross currenty interesrrate swaps)

InNovember2020,a L300 3 75% Med urn Term Note was ssued wach matures 2 May 2026

The Croup occasionally ertersinto interest rate swaps to manage rterestrate exposure At year end, £ril(last year £ 75m)was swappea from fixed tofloating rate Alsoncludes
£13 6 ( ast year £12m}offair value adjustment for terminated hegges to e amortised over the remaining debt maturity

Reva.uatian consists of toreigr exchange loss on revaluation of tne 7 125% US$300m Medium “erm Notes 2037 of £24 2m{ ast year £50 8r) Last year thisalsorw luged afair value
hedge adjustment o £13 6m

7 Seenotelocdetalsonachange inaccount ng policy and tnaresult ng restatement

U karg -

o

Leases
The Group leases various stores, offices, warehouses and equipment with varying terms, escalation clauses and renewal rights.

The Group has certain leases with lease terms of 12 months or less and leases of assets with low values. The Croup applies the
‘short-term lease’ and ‘lease of low-value assets recognition exemptions for these leases.

Set out below are the carrying amounts of lease liabilities and the movements during the pericd.

2021 2020

£m im
Opening lease liabilities 2,562.0 25768
Additions 48.3 2041
interest expense relating to lease Liabilities 133.8 1413
Payments (316.7) (335.7)
Disposals (7.8) (25.7)
Exchange difference (13.7) 12
o ' S - 24059 25620
Current - ' 2194 1972
Non-current 2,186.5 2,364.8

The maturity analysis of lease liabilities is disclosed in note 21 (a).

Future cash outflows related to the post break clause period included in the lease liability

The Croup holds certain leases that contain break clause options to provide operational flexibility. In accordance with IFRS 16, the
Group has calculated the full lease term, beyond break, to represent the reasonably certain lease term (except for those stores
identified as part of the UK store estate programme) within the total £2,405.9m of lease liabilities held onthe balance sheet.

The following amounts were recognised in profit or loss:

2021 2020

£m £m
Expenses relating to short-term leases 4.6 1.0
Expenses relating to low-value assets 1.0 24
Expenses relating to variable consideration 2.5 6.0
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

21 FINANCIAL INSTRUMENTS

Treasury policy

The Croup operates a centralised treasury function to manage the Group’s funding requirements and financial risks in line with the
Board-approved treasury policies and procedures, and their delegated authorities.

The Croup's financial instruments, other than derivatives, comprise borrowings, cash and liquid resources and varous items, such as
trage receivables and trade payables that arise directly fromits operations. The main purpose of these financial instruments is to
finance the Croup's operations.

The Group treasury function also enters into derivative transactions, principally interest rate swaps, cross-currency swaps and forward
currency contracts. The purpose of these transactions is to manage the interest rate and foreign currency risks arising from the
Croup’s operations and financing.

It remains the Group's policy not to hold orissue financial instruments for trading purposes, except where financial canstraints
necessitate the need to tiguidate any ocutstanding investments. The treasury function is managed as a cost centre and does not
engage in speculative trading.

Financial risk management

The principal financial risks faced by the Group are liquidity and funding, counterparty, fareign currency and interest rate risks.
The policies and strategies for managing these risks are summarised on the following pages:

(a) Liquidity and funding risk
The risk that the Group could be unable to settle or meet 1ts obligations as they fall due:

- The Group's funding strategy ensures a mix of funding sources offering sufficient headroom, maturity and flexibility,
and cost-effectiveness to match the requirements of the Croup.

- Marks and Spencer plc s financed by a combination of retained profits, bank borrowings, Medium Term Notes and committed
syndicated bank facilities.

- Operating subsidianes are financed by a combination of retained profits, bank borrowings and intercompany loans.

At year end, the Croup had a committed syndicated bank revolving credit facility of £1.1bn set to mature on 15 April 2023 The facility
contains only one financial covenant, being the ratio of earnings before interest, tax, depreciation and amortisation; to net interest and
depreciation on right-of-use assets under IFRS 16. The covenant 1s measured semi-annually. The Group was not in breach of this
covenant at the reporting date.

Due to uncertainty around the ramifications of the Covid-19 pandemic on the reported cavenant, formal agreement has been
reached with the lending syndicate of banks to substantially relax the covenant conditions for the tests arising in September 2021
and March 2022,

The Group also has a number of uncommitted facilities available toit. At year end, these amountad to £25m (last year: £50m), all of
which are due to be reviewed within a year At the balance sheet date, a sterting eguivalent of £nil {last year: £nil) was drawn under the
committed facilities and £nil (Last year: £nil) was drawn under the uncommitted facilities.

In addition to the existing borrowings, the Group has a Euro Medium Term Note pragramme of £3bn, of which £1.4bn (last year: £1.3bn)
was Inissuance as at the balance sheet date. The initial rate of interest is fixed at the date of issue and the Notes are referred to as fixed
rate borrowings throughout the Annual Report as the coupon does not change with movements in benchmark interast rates. However,
the rate of interest on certain Notes vanes both up and down in response to third-party credit ratings (to above/below Bza3 or above/
below BBB-) that reflects the relative deterioration or improvement in the Group'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 ta reflect the relative deterioration or improvement. in the Croup’s cost

of credit, the Croup considers these Notes to be floating rate instruments when determining amortised cost under IFRS 9 and
consequently the Group applied IFRS 9 paragraph 85.4.5, which requires no adjustment to the carrying amount of the liabilities or
immediate impact on profit and loss. If the Group had determined these Notes to be fixed rate instruments, the Notes would be
remeasured to reflect the revised cash flows discounted at the original effective rate. This would result ininitially a higher interest
expense to profit or loss, offset by lower interest charges subsequently, when compared to the Group's treatment. The Croup
assessed that there are also no implications on the application of fair value hedge accounting. Prior to the early settlement of the
Group's interest rate swaps, the hedge effectiveness requirements of IFRS 9 were met, with an identified economic relationshipin
existence between the designated hedged iterm and the hedging instrument, with their respective fair values expected to movein
cpposite directions.

As part of the Ocado Retall Limited investment, Ocado Retail Limited entered into a £30m, three-year revolving credit facility.
Along with Ocado Group Plc, the Croup has provided a parent guarantee to cover 50% of the £30m revelving credit facility provided
by BNPP to Ocado Retail Linmited.
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The table below summarises the contractual maturity of the Group's non-derivative financial liabilities and derivatives, excluding trade
and other payables and accruals. The carrying value of all trade and other payables (excluding contingent consideration payable)

and accruals of £1.466.2m {last year: £1,401.3my}is equal to their contractual undiscounted cash flows (see note 19} which are due within
oneyear. Contingent consideration (see the fair value hierarchy section within note 21) of £33.7m (last year: £nil}is expected to become
payable within one year and £190.8m (last year: £222.6m) between two and five years.

Partnersh.o
Laodtytothe Total oorrawings

Marks & Spencer and ather Total dervative
Banx loansand Mediurm Term Lease UK Pans.an financial Cash nftow on Cash oulllaw on assets and
overdrafts Notes Liabilitios? Scnemce {note12) liao Uties der vatives der’vatives hiabl ties
frn £m £rn fm £ £m £m £m
Timing of cash flows
Within one year (15.5) (71.9) (340.2) 71.9) (499.5) 19720 (1,.898.() 740
Between one and
two years - (3719) {329.4) {(71.9) (773.2) 183.5 (167.2) 16.3
Between two and
five years - (451.6) (834.2) {(71.9) (1,357.7) 2968 (238.4) 584
More than five years - {1,164 0) (3,674.2) - 48382 2353 (1e83y 470
Total undiscounted
cash flows (15.5) (2,059.4) (5,178.0) (215.7) (7,468.6) 26876 (24919 195.7
Effect of discounting - 5232 26160 83 - 31475
At 28 March 2020
(restated)? {15.5) (1,536.2) (2,5662.0) (207.4) 4,321.1)
Timing of cash flows
Within one year (4.7) (244.8) {326.3) (124.9) (700.7) 2,082.2 (2,143.0) (60.8)
Between one and
two years - (74.8) {289.1) (71.9) (435.8) 208.8 (210.2) (1.4)
Between two and
five years - (898.8) (754.6) - (1,653.4) 46.5 (42.8) 2.7
More_ _t_h_a_n five_-_years o - (98?.7) (3,293.2) = (4,280.97)” 4042 ) (368.6) 3§i
Total undiscounted
cash flows @.n (2,206.1) (4,663.2) {196.8) (7,070.8) 2,741.5 (2,765.6) (24.1)
Effect of discounting - 524.0 22573 33 27846
At 3 April 2021 a7 (1,682.1) (2,405.9) (193.5) (4,286.2)

| Cashntlows anaoutflows onderpvative Instruments that require gross settlement (such as ¢-oss currenay swaps and farwardforeign excharge contracts) are disclosed gross
Cash nilows and outflows ondervative instruments that settle or a net has s are disclosed nat

2 Seenotel ordetats onachangeinaccount ng oolicy and the resulling restalement

3 Totalund scountedlease payrnents of £ 764 Om relating to the period post nreak clause, and the carliest contractuallease exit pont, are ncluded nleasel agilities Those
und scounted lease nayment s should be exciuded wnen determining the Croup’s contractuat ndeotedness under these leases, wnere there sacontractualrghlto oreax
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(b) Counterparty risk

Counterparty risk exists where the Group can suffer financial loss through the default or non-performance of the counterparties
with whom it transacts.

Exposures are managed in accordance with the Croup treasury policy which limits the vatue that can be placed with each approved
counterparty to minimise the risk of Loss. The minimum long-term rating for all counterparties s long-term Standard & Poor’s
(S&P)/Moody's A-/A3 (BBB+/Baal for committed lending banks). In the event of a rating by one agency being different from the
other, reference will be made to Fitch to determine the casting vote of the rating group. In the absence of a Fitch rating the lower
agency rating will prevail Limits are reviewed regularly by senior management. The cradit risk of these financial instruments is
estimated as the fair value of the assets resulting from the contracts.
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The tahle below anatyses the Group’s short-term investments and derivative assets by credit exposure excluding bank balances,
store cash and cash in transit.

Credit rating of counterparty

ARA e AA AA- A A A- BEB+ Total

fm £m rm £m Em Lm £m Im £m

Short-term investments' - - - 424 594 157 - 36 1211
Net derivative assets? - - =2 66.2 268 - - 172.2
At 28 March 2020 - - - 216 1256 425 - 36 2933
AAA AAs AA AA- Ar A A- BBE+ Total

£m £m £m £m £m £m £m £m £m

Short term investments! - - - 54.4 182.4 2503 4.7 33 495.]
Net derivative assets’ L - 8.3 0.6 - - 8.9
At 3 April 2021 - - - 54.4 120.7 250.9 4.7 33 504.0

1. Includes cash ondeposit and maney market funds neld by Marks and Spencer Scotlish Lirmited Partnership, Marks and Spencer plc and Mar<sand Spencer General lsurance
Excludescashinhandandinirans: of £197 7m{last year [144 8m)
? Standard & Poor's equivalent rating shown as roference to the ma.onty credit rat ng of the counterparty from e'ther Standard & Poor’s, Moody's or Fitch where applcable

The Group has a very low retail credit risk due to transactions principally being of high volume, tow vatue and short maturity.

The maximum exposure to credit risk at the balance sheet date was as follows: trade receivables £106.2m (last year: £147.0m),
lease receivables £62.8m (last year: £69 3m), other receivables £32.6m (last year: £43 2m), cash and cash equivalents £674.4m
{last year: £ 254.2m} and derivatives £33.1m {last year: £172.2m)

Impairment of financial assets

The credit risk management practices of the Group inciude internal review and reporting of the ageing of trade and other receivables
by days past due by a centralised accounts receivable function, and grouped by respective contractual revenue stream, along with
liaison with the debtors by the credit control function.

The Group applies the IFRS 9 simplified approach in measuring expected credit losses which use a lifetime expected credit loss
allowance for all trade receivables and lease receivables.

To measure expected credit losses, trade receivables have been grouped by shared credit risk characteristics along the lines of
differing revenue streams such as international franchise, food, UK franchise, corporate and sundry, as well as by geographicat
location and days past due. In addition to the expected credit losses calculated using a provision matrix, the Group may provide
additional provision for the receivables of particular customers if the deterioration of financial position was observed. The Group's
trade receivables are of very low credit risk due to transactions being principally of high velume, low value and short maturity.
Therefore, it also has very low concentraticn risk

The expected loss rates are determined based on the average write-offs as a propertion of average debt over a period of 36 months
prior to the reporting date. The historical loss rates are adjusted for current and forward-laoking information where significant.

The Group considers CDP growth, unemployment, sales growth and bankruptcy rates of the countries inwhich goods are sotd to

be the most relevant factors and, where the impact of these is significant, adjusts the historical loss rates based on expected changes
inthese factors.

Historical experience has indicated that debts aged 180 days or over are generally not recoverable. The Group has incorperated this
into the expected loss model through a uniform loss rate for ageing buckets below 180 days dependent on the revenue stream and

country and providing for 100% of debt aged over 180 days past due. Where the Group specifically holds insurance or holds the legal
right of offset with debtars which are also creditors, the loss provision is applied anly te the extent of the uninsured or net exposure.

Trade receivables are written off when there is noreasonable expectation of recovery. Indicators that there may be no reasonable
expectation of recovery include the failure of the debtor to engage in a payment plan, and failure to make contractual payments
within 180 days past due.

Impairment losses on trade receivables are presented as net impairment losses within operating profit and subsequent recoveries are
credited to the same line item.
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Upto30days 31-60days 61-80days N-180 days "Bl days or more
Current past due past due past due past due past due Total
Asat28March2020 Em im £m fm £ £m £m
Cross carrying amount -
tradereceivables 127.7 19.6 1.7 0.4 0.5 09 150.8
Expected loss rate ) - 263% ~24.60% 375% 29.22% 100.0% 267%
Lifetime expected creditloss ) 20 05 ) 04 ) - 02 S0y a0
Net carrying amount 1257 191 13 0.4 03 - 146.8
Up to 30 days 31-60days 61-90 days H-180days 181days or more
Current past due past due past due pastdue past due Total
Asat 3 April 2021 £m £m £m £m £m £m E£m
Cross carrying amount —
trade receivables 95.0 9.9 2.0 0.8 0.8 1.3 109.8
Expected loss rate ~ 1.45% 543% 12.88% = 1578% 17.06% 100.0% 3.40%
Lifetime expected credit loss 1.4 05 03 01 o1 1.3 ) 37
Net carrying amount 93.6 9.4 17 0.7 0.7 - 106.1

The closing loss allowances for trade receivables reconciles to the opening loss allowances as follows:

2021 2020
Trada receivables expectadloss provision £m £m
Opening loss allowance as at 28 March 2020 4.0 3.2
{Decrease)fincrease in loss allowance recognised in profit and loss during the year (0.3) 0%
Receivables written of f during the year as uncollectable - [(OR))]
Closing loss allowance as at 3 April 2021 3.7 4.0
The closing loss allowances for tease receivables reconciles to the opening loss allowances as follows'

2021 2020
| easerecevables expectedloss provis an Em fm
Opening loss allowance as at 28 March 2020 4.7 -
Increasein loss allowance recognised in profit and loss during the year! 7.2 a7
Receivables written off during the year as uncollectable - -
Closing loss allowance as at 3 April 2021 1.2 4.7

1 Relatesto the suo-lot of previously closed offices assocated with the strategic programime to centralise the Group's | ondonHead Office functions (see note 5)

The provision for other receivables is highly immaterial (it can be guantified) and therefore no disclosure s provided.

{c) Foreign currency risk

Transactional foreign currency exposure arises primarily from the import of goods sourced from overseas supptiers and also from
the export of goods from the UK to overseas subsidiaries. The most significant exposure is to the US dollar, incurred in the sourcing of
Clothing & Horme products from Asia.

Croup Treasury hedges these exposures principally using forward foreign exchange contracts progressively based on dynamic
forecasts from the business. Hedging begins around 14 months ahead of the start of the season, with between 80% and 100% of the
risk hedged eight months before the start of the season.

Other exposures arising from the export of goods to overseas subsidiaries are also hedged progressively over the course of the year
before they are incurred. As at the balance sheet date, the gross notional valuein sterling terms of forward foreign exchange sell or
buy contracts amounted to £1,776.6m {last year: £1,872.9m} with a weighted average maturity date of sixmonths {last year six months).

Gains and lasses in equity on forward foreign exchange contracts designated in cash flow hedge relationships as at 3 April 2021 will be
reclassified to the incormne staterment at various dates over the following 16 maonths (last year 18 months) from the balance sheet date.
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The foreign 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 recognised in other comprehensive income - cost of hedging reserve. The change in the fair value of the hedging instrument, to
the degree effective, is deferred in equity and subsequently either reclassified to profit or loss or removed from equity and included in
theinitial cost of inventory as part of the “basis adjustment™ This will be realised in the income statement once the hedged item is sold.
The Group has considered and elected not to recognise the currency basis spread element in the cost of hedging reserve, owing to the
relatively short-dated nature of the hedging instruments

The Group regularly reviews the foreign exchange hedging portfolio to confirm whether the underlying transactions remain highly
probable. Anyidentified instance of over-hedging or ineffectiveness would result in immediate recycling to the Income Statement.

A changein the timing of a forecast item does not disqualify a hedge retationship ner the assertion of "highly probable” as there
remains an econemic relaticnship between the underlying transaction and the derivative. In accordance with the Group’s treasury
palicy, hedges are entered into by business line and by season. In the prior period, management identified ovar-hedging n Clothing &
Home stock purchases resulting in a gain of £2.9min profit and loss. No such over-hedging has beenidentified in the current period.

The foreign exchange forwards are recognised at fair value. The Croup has considered and elected not to apply credit/debit valuation
adjustments, owing to their relatively short-dated nature. The risks at the reporting date are representative of the financial year.

The Group also holds a number of cross-currency swaps to 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 instrument, to the degree effective, isretained in other
comprehensive income, segregated by cost and effect of hedging. Under IFRS S the currency basis on the cross-currency swaps is
excluded from the hedge designation and recognised in other comprehensive income - cost of hedging reserve. Effectivenessis
measured using the hypothetical derivative approach. The contractual terms of the cross-currency swaps include break clauses every
five years which allow for the interest rates to be reset (last reset December 2017). The hypothetical derivative is based on the original
critical terms and so ineffectiveness may result. In order to mare closely align the hedging instrument with the original hypothetical,
the Group successfully renegotiated the cross-currency swaps portfolio during the prior year, receiving £7.7m cash settlement from
the counterparty banks, and increasing the average pay fixed CBP leg from 7.3% to 7.5%.

The cross-currency swaps are recognised at fair value. Theinclusion of credit risk on cross-currency swaps will cause ineffectiveness
of the hedge relationship. The Group has considered and elected to apply credit/debit valuation adjustments, owing to the swaps’
relative materiality and longer dated nature.

The Croup also hedges foreign currency intercompany loans where these exist. Forward foreign exchange contracts inrelation to 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 in a £1.4m gain (last year: £3.4m gain) in the income statement. As at the
balance sheet date, the gross notional value of intercomgpany loan hedges was £172 0m {last year: £157.0m)

After taking into account the hedging derivatives entered into by the Group, the currency and interest rate exposure of the Group’s
financiat liabilities, excluding short-term payables and the liability to the Marks & Spencer UK Pension 5cheme, is set out below:

2021 2020

Fixed rate Floating rate Total Fixed rate Floating rate Total
£m £m £m fm £n £rn

Currency
Sterling 3,886.2 4.7 3,890.9 36727 2056 38778
Euro 95.8 - 95.8 109.8 - 109.8
Other o - - Vﬁfo - 'IOQL 1261 ) - 1261
4,088.0 47 4,0927  3908] 2056 4137

The floating rate sterling borrowings are cash balances classified as overdrafts.

As at the balance sheet date and excluding lease liabilities, post-hedging the GBP and USD fixed rate borrowings are at an average rate
of 5.3% (last year: 4.8%) and the weighted average time for which the rate is fixed is six years (last year: six years).

During the year, the Group closed out all interest rate swaps designated in hedge relationships (last year: £175m)
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(d) Interest rate risk
The Group is exposed to interest rate risk in relation to sterling, US dollar and euro variable rate financial assets and liabilities.

The Group’s policy is to use derivative contracts where necessary to maintain a mix of fixed and floating rate borrowings to manage
this risk. The structure and maturity of these derivatives correspond to the underlying borrowings and are accounted for as fair value
or cash flow hedges as appropriate.

At the balance sheet date, fixed rate borrowings amounted to £4,088.0m (last year: £3,908.1m) representing the public bondissues
and lease liabilities, amounting to 99% (last year: 95%) of the Croup’s gross borrowings

The effective interest rates at the balance sheet date were as follows:

2001 2020

% %
Committed and uncommitted borrowings N/A N/A
Medium Term Notes 5.3% 4.6%
Leases 5.4% 55%

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 (FCAY regarding the transition away from GBP LIBOR to the Sterling Overnight Index Average Rate (SONIA).

In March 2021, the FCA announced that it will no longer seek to persuade, or compel, banks to submit LIBOR from 31 December 2021
{for USD | IBOR: 30 June 2023)

In response to the anncuncements, the Group has identified any contracts with reference te LIBOR within the business and has
appointed a project team to ensure a smooth transition to alternative benchmark rates under the governance of the Head of Treasury.
The work Is ongeing but is expected to complete well ahead of the cessation of the publication of LIBOR.

During the year, the Croup closed out all pay six-month GBP LIBOR, receive CBP fixed interest rate swaps (Last year: £175m). The Croup
no longer holds any derivatives or hedge relationships that reference LIBOR.

The Group will continue to apply the Phase 1 amendments to IFRS 9 (which were adopted last year) until the uncertainty arising from
the interest rate benchmark reforms that the Croup is exposed te ends. The Group has assumed that this uncertainty will not end unti
the Group's contracts that reference LIBORs are smended to specify the date on which the interest rate benchmark will be replaced,
the alternative benchmark rate and the relevant spread adjustment. This will, in part, be dependent on the introduction of fallback
clauses which have yet to be added to the Croup’'s contracts and the negotiation with lenders.
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Derivative financialinstruments

The below table illustrates the effects of hedge accounting on the consolidated statement of financial position and consolidated
income statement through detailing separately by risk category and each type of hedge the details of the associated hedging

instrument and hedged item,

28 March 2020

Current

Noa-current

Forward forcign

Forward “oreign

Forward foreign

exchange exchange Interest Cross-currency cxchange Interest
contracts cantracts rate swaps swaps contracts rate swapsg
£m fm £m £m £m Im
Hedging risk strategy Cash flow FVTPL Fair value Cash flow Cashilow Fairvalue
hedges hedges hedges hedges hedges
Notional/currency legs 16993 157.0 - 1935 1736 i75.0
Carrying amount assets 71.0 2.5 - 83.8 10.2 18.4
Carrying amount (liabilities) (10.2) (2.8) - - 0.7) -
Maturity date toFeb 2021 to Oct 2020 - Dec 2037 toAug 2021 Jun 2025
Hedge ratio 100% 100% - 100% 100% 100%
Description of hedged item Highly Inter- CBR fixed USD fixed Highly CBP fixed
probable company rate rate probable rate
transactional loans/ borrowing barrowing transacticnal borrowing
FX exposures deposits FX exposures
Change in fair value of 334 (06) - 79.7 111 38
hedging instrurpent
Change in fair value of hedged itermn (30.5) 4.0 - (79.7) [C1A)) (3.8
used to determine hedge effectiveness
Weighted average hedge rate for the year GBP/USD1.3, N/A - 75%CBP/USD 1.32, _
CBP/EUR 115 CBP/EURIIS
Amounts recegnised within finance 29 34 - 59 - -
costs in profit and loss
Balance on cash flow hedge reserve at (37.3) N/A N/A [[oR)] (9.8) N/A
28 March 2020
Balance on cost of hedging reserve al - N/A N/A 70 - N/A
28 March 2020
3 April 2021
Current Non-current
Forward foreign  Forward foreign Forward foreign
exchange exchange Interest Cross-currency exchange Interest
contracts contracts rate swaps swaps tontracts rate swaps
Em £Em £m £m £m £m
Hedging risk strategy Cash flow FVTPL Fair value Cash flow Cash flow Fair value
hedges hedges hedges hedges hedges
Notional/currency legs 1,585.9 3338 - 193.5 190.7 -
Carrying amount assets 321 0.7 - - 0.3 -
Carrying amount (iabilities) (83.9} (12.1) - (8.1) (2.6) -
Maturity date toSep2021 toJan 2022 - to Dec 2037 toMay2022 -
Hedge ratic 100% 100% - 100% 100% -
Description of hedged item Highly Inter- - USD fixed Highly -
probable company rate probably
transactional loans/ borrowing transactional
FX exposures deposits FX exposures
Change in fair value of (100.2) m.y - (91.7) (11.8) -
hedging instrument'
Change in fair value of hedgeditem 100.2 12,5 - 93.0 1.8 -
used te determine hedge effectiveness
Weighted average hedge rate for the year GBP/USD - - 7.5% GBP/USD _
1.32, 1.28,GBP/
GBP/EUR1.13 EURLI2
Amounts recogrised within finance - 14 - 1.3 - _
costs in profit and loss
Balance on cash flow hedge reserve at 40.6 - - 25.4 2.2 -
3 April 2021
Balance on cost of hedging reserve at - - - {5.8) - -
3 April 2021

1 TheE£(11 )ntar valee change represented ninefair value movernent of the “orward contractsunder FYTPLconsists of cconomic hedges of cerlain ntercompany loans/depos ts
andfarward cortracts that arenc longer inhedgerelayonsk ps (tolalequivalent notional £333 8m) OF Lhis fa r value change £{10 2)mrelates to movements in valid hedye
relaljonships - hat de-designated at theend of the f nancial vear and were rec.assificc tothe cost of inventory Thisline alsoincludes the cash settlement s of the genvat we positions

dur nglhe year
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3 Aprilzo21 28March 2020
Notional value Fair value Notianal value Fairvalue
Assets Liabitities Assets Liabitities Assets Liatalities Assets Liabilities
£m £m £m £m £m £m £m £m
Current
Forward foreign - cash flow 449.0 1,136.9 321 (83.9) 1,3850 3N4.3 71.0 (10.2)
exchange contracts hedges
-FVTPL 72.2 261.6 0.7 (12.1) 619 951 5 (2.8)
B21.2 1,398.5 328 (96.0) 14469 409.4 73.5 (13.0)
Non-current
Cross currency swaps - cash flow - 193.5 - (8.1} 193.5 - 838 -
hedges
Forward foreign —cash flow 46.2 144.5 0.3 (2.6} 1531 205 10.2 {07
exchange contracts hedges
Interest rate swaps - fair value - - - - 175.0 - 18.4 -
hedges
46.2 338.0 0.3 (10.7) 5216 205 124 ©.7)
The Croup's hedging reserves disclosed in the consolidated statement of changes in equity, relate to the following hedging
instruments:
Costof Cost of Total
hedgng hedging cost of Hedge Hedge Hedge Total
reserve FX reserve  Deferred  hedging rcsorve FX roserve reserve  Deferred hedge
dernvatives CCIRS tax reserve der valives CCIRS  gilt locks tax reserve
Lm £m £m £m £m im fm £mn £m
Opening balance 31 March 2019 - (14.6) 29 (1.7) mn 329 0.2 {(74) 146
Add: Change in fair vatue of hedging instrument
recognised in OCF? - - - - (592) (886) - - (147.8)
Add: Costs of hedging deferred and recognised
in QCl - 75 - 7.5 - - - - -
Less: Reclassified to the cost of inventory - - - - 218 - - - 21.8
Less: Reclassified from QCito profit or loss -
included in finance costs - - - - 29 15.6 0.0 - 18.4
Less: Deferred tax - - (15 (1.5} - - - 24.4 24.4
Closing balance 28 March 2020 - (7.1) 1.4 (5.7} (45.6) (40.1) 0.1 170 (68.6)
Opening halance 29 March 2020 - (71) 14 (5.7} (4586) 400 01 170  (68.6}
Add: Change in fair value of hedging instrument
recognised in OC| - - - - 1222 92.0 - - 214.2
Add: Costs of hedging deferred and recognised
in OClI - 1.3 - 1.3 - - - - -
Less: Reclassified to the cost of inventory - - - - (339 - - - (33.9)
Less: Reclassified from OClto profit or loss - - - - - (26.5) - - {26.5}
Less: Deferred tax - - (0.2) (0.2) - - - (304} (30.4)
Closing balance 3 April 2021 - (5.8) 1.2 (4.6) 427 25.4 0.1 (13.4) 548

T Cross-currency interest rate swaps
2 Otnercomprehensive iIncome
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

21 FINANCIAL INSTRUMENTS CONTINUED

In the previous year, management identified over-hedging in Clothing & Home stock purchases. The portion transferred from the cash
flow hedge reserve and recognised in profit or loss in relation to forecast purchases not expected tc occur amounted to a gain of
£2.9m. The corresponding cash flow hedges were discontinued prospectively; derivatives with the noticnal value of US$76.6m were
subseguently accounted for at fair value through profit or loss. No such over-hedging has been identified in the current year.

During the year, the Croup closed out allinterest rate swaps designating its GBP fixed debt to floating debt which were reported as
fair value hedges (see note 20 for details of fair value adjustment). At 3 April 2021, the Group had a deferred fair value adjustment of
£13.6m in borrowings relating to terminated fair value hedges. The ineffective portion recognised in profit or lass that arose from fair
value hedges amounted to a nil gain or loss as the loss on the hedged items was £4.4m {Last year gain of £3.8m) and the gainon the
hedging instruments was £4.4m {last year: loss of £3.8m).

. . L. 2021 2020
Movement in hedged items and hedging instruments £m £n
Net gain/{loss) in fair value of interest rate swap 4.4 (3.8)
Net (loss)/gain on hedgead items (4.4) 3.8

Ineffectiveness - -

The Croup holds a number of cross-currency interest rate swaps to designate its USD to GBP fixed debt. These arereported as
cash flow hedges. The ineffective portion recognised in profit or loss that arises from the cash flow hedge amounts toa £1.3m gain
{Last year: nil gain or Loss) as the gain on the hedged items was £93.0m {last year £79.7m loss) and the mavement on the hedging
instrumentswas a £91.7m loss (last year: £79.7m gain). A nil gain or loss {last year: £5.9m gain) was recagnised in profit or loss as
previously realised ineffectiveness reversed out.

2021 2020
Movement in hedged items and hedging instruments Em £m
Net (loss)/gain in fair value of Cross-currency interest rate swap (91.7) 797
Net gain/{loss) on hedged items 93.0 (79.7)
Ineffectiveness 1.3 -

Sensitivity analysis

The table below illustrates the estimated impact on the income statement and equity as a result of market movements in foreign
exchange and interest rates in relation to the Croup’s financial instruments. The directors consider that a 2% +/—{last year: 2%)
movernent in interest rates and a 20% +/— {last year: 20%) movement in sterling against the relevant currency represents a reasonably
possible change. However, this analysis is for illustrative purposes only. The Group believes that these illustrative assumed movements
continue to provide sufficient guidance.

The table excludes financial instruments that expose the Croup to interest rate and foreign exchange risk where such arisk is fully
hedged with another financialinstrument. Also excluded are trade receivables and payables as these are either sterling denominated
cr the foreign exchange risk is hedged.

interest rates The impact in the incorne statement due Lo changesin interest rates reflects the effect on the Group's floating rate debt
as at the batance sheet date. The impact in equity reflects the fair value movement in relation to the Group's cross-currency swaps.

Foreign exchange The impact from foreign exchange movements reflects the change in the fair value of the Croup’s transactional
foreign exchange cash flow hedges at the balance sheet date. The equity impact shown for foreign exchange sensitivity relates to
derivatives. This value is expected to be materially offset by the re-translation of the related transactional exposures.

2% decrease n 2% increase Z0%weakening  strengl hefw'(?\age
nterest rates interest rates nsterling nsterl ng
frn £m £m fm
At 28 March 2020
Impact on income statement: gain/(loss) 3.1 (1.7) - -
Impact on other comprehensive income: gain/{loss) 26.8 (197) 2127 (212.7)
At 3 April 2021
Impact on income statement: {loss)/gain {9.2) 9.2 - -
Impact on other comprehensive income: {loss)/gain (2.1} 4.7 199.4 {199.4)
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21 FINANCIAL INSTRUMENTS CONTINUED

Offsetting of financial assets and liabilities

The following tables set out the financial assets and financial iabilities which are subject to of fsetting, enforceable master netting
arrangements and similar agreements. Amounts which are set off against financial assets and Liabilities in the Group's balance sheet
are set out below. For trade and cther receivables and trade and other payables, amounts not offset in the balance sheet but which
could be offset under certain circumstances are also set ocut To reconcile the amount shown in the tables below to the Statement of
Financial Position, iterms which are not subject to offsetting should be included.

Net financial Related
assels/ amounlsnol sel
(hatutifies) per offintne
Cross financ al - Gross financial statement of statement of
assots) (Liakx lities)/ “mancial I mancial
(L acilities) assels sel of posihion pasition Net
£m £m £m £fm I
At 28 March 2020
Trade and other receivables 18.6 (14.3) 43 - 4.3
Derivative financial assets 185.9 - 1859 (13.7} 172.2
2045 (14.3) 190.2 (13.7) 176.5
Trade and other payables (272.8) 14.3 (258.5) - {258.5)
Derivative financial liabilities (13.7) - (13.7) 13.7 -
(286.5) 14.3 272.2) 137 (2585)
Net financial Retated
assets/ amounts not set
{Liabilities) per offin the
Gross financial  Gross financial statement of statementof
assets/ (Liabilities)/ financial financial
{Liabilities) assets set off position position Net
£m £m £m £m Em
At 3 April 2021
Trade and other receivables 16.5 (12.8) 3.7 - 37
Derivative financial assets 333 - 33. (33.1) -
49.6 (12.8) 36.8 (33) 37
Trade and other payables (257.4) 12.8 (244.6) - {244.6)
Derivative financial liabilities (106.7) - (106.7) 33.1 (73.6)
{364.1) 12.8 (351.3) 331 (318.2)

Amounts which do not meet the critenia for offsetting on the balance sheet but could be settled netin certain circumstances

principally relate to derivative transactions under ISDA agreements where each party has the option to settle amounts on a net basis

inthe event of default of the other party.

Fair value hierarchy

The Croup uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:

- Levell: guoted (unadjusted) prices in active markets for identical assets and liabilities. The Croup had no level Tinvestments or

financialinstruments

- Level 2: not traded in an active market but the fair values are based on quoted market prices cr alternative pricing sources with

reasonable levels of price transparency. The Group's level 2 financial instrurments include interest rate and foreign exchange

derivatives. Fair value is calculated using discounted cash flow methodology, future cash flows are estimated based on forward
exchange rates and interest rates {from cbservable market curves) and contract rates, discounted at a rate that reflects the credit

risk of the various counterparties for those with aleng maturity.

- Level 3: technigques that use inputs which have a significant effect on the recorded fair value that are not based on observable

market data.
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

21 FINANCIAL INSTRUMENTS CONTINUED

At the end of the reporting period, the Croup held the following financial instruments at fair value;

2021 2020
Level] Level2 Level 3 Total Level? Level 2 Lovel 3 Total
Em £m £m £m £m £m Im £

Assets measured at fair value
Financial assets at fair value
through profit or loss
—derivatives held at FVTPL - 0.7 - 0.7 - 25 - 25
Derivatives used for hedging - 32.4 - 32,4 - 183.4 - 183.4
Short-term investments - 18.4 - 18.4 - n.7 - n7
Unlisted investments! - - a.7 9.7 - - 97 a7
Liabilities measured at fair value
Financial labilities at fair value
through profit or loss
—derivatives held at FYTPL - (12.1} - {12.1) - (2.8 - (2.8)
- contingent consideration’ - - (212.0) (212.0} - - (202.4) (202 4)
Derivatives used for hedging - (94.6} - (94.6) - (10.9) - (10.9) i

There were no transfers between the levels of the fair value hierarchy during the period. There were also no changes made to any of
the valuation techniques during the period.

I 1beCroup holds £6 Yminunlisted equity secyrilies measured at far vawue through other comprehensive income {last year £9 /rrj{see note 16)whichis alevel 3.nstrument Thefair
vatuc ofthis investment s determined with re’erence tothe net asset value o the entity nwhich the investment - held, wn chin turn dernves Lhe majarity of its net asset value
through athrd-party property valuation

2 Aspart of theinvestment in Ocade Retail Limited, acont ngentconsiderationar-angement was agreed The fair value of contingent cons desation nayable s estimated by
caleulating the present value of the future especled cash flows |he contingent consideration arrangemertcemprises Lhree separate element s which only become payable on the
achevement of three separate financial and operatronal performarce targets, Lhe most significant of which1s Ocada Relan Limited achieving a specified target level of earningsin
the financial yvear ending Navember 2023 The maximum potentia: undiscounted armaount of all future payments tnat the Croup coula be required to make under the arrangement s
£187 5rmiplus interest of 4%

Trne "airvaluewas est mated by apolying anappropnatediscount raletot he expectad future pay heats Thekey assurnpt onsta<ento considerat o1 tae probability of meeting
eachperformance target and the d scount factor The performance targets arebinary and, based onthe latest five-ycar plan of Ocado Retail imited, arc expectedto be rretand
therefore the fair value refiects tne full, discaunted £187 5m plus interest, and it s thorefore expected that £33 7in will become payable in 2021722 and £ 190 8m will become payabile
1N 2024,25 Should some, or all, of tnese targets not e net, less, o no,consideration would be payaole Shauld the discount rate appl cd becnanged, tne “airvatue of the
contingenl considerat onwauld change, but the amount of considerationthat would ultimal ely be pa d would not necessarnly cnange Thed seount rates usedranged from 0 8% to
2 0% (lastyecar L7%t0? 7%)and a1 0% changemthed-scoant tates would rgsultinz change in fair value of L6 Omiflast year £73m) AG% change e forecast level ofcarnings used
toassess the perforrmance tatgets would not -esulbina significant change in fa rvalue of the contingent considerat on

The Marks & Spencer UK Pension Scheme holds a number of financial instruments which make up the pension asset of £10,442 9m
(Last year: £10,653.8m). Level 1and Level 2 financial assets measured at fair velue through other comprehensive income amounted to
£5,446.0m (last year: £6,328.7m). Additionally, the scheme assets include £4,996 9m (last year: £4,325 Im) of Level 3 financial assels.
See note 11 for information on the Croup's retirement benefits

The following tabla represents the changes in Level 3 instruments held by the Pension Schemes:

2021 2020

£m m
Opening balance 4,3251 3,216.1
Fair value gain/(loss)recognised in other comprehensive income 68.3 (130.0)
Additional investment - 7 7 _ y _ o L 6035 1,239
Closing balance 4,996.9 4,325

Fair value of financial instruments

With the exception of the Group’s fixed rate bond debt and the Partnership liability to the Marks & Spencer UK Pension Scheme
{ncte 12), there were no material differences between the carrying value of non-derivative financial assets and financial labilities and
their fair values as at the balance sheet date.

The carrying value of the Group's fixed rate bond debt (level 1 equivalent) was £1682.1m {last year: £1 536.2my; the fair value of this debt
was £1,807 6m {last year: £1,531.4m) which has been calculated using guoted market prices and includes accrued interest. The carrying
value of the Partnership liability to the Marks & Spencer UK Pension Scheme (level 2 equivalent}is £193.5m (last vear: £207.4m) and the
fair value of this liability is £185.5m (last year: £202.7m).
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21 FINANCIAL INSTRUMENTS CONTINUED

Capital policy
The Group's objectives when managing capital (defined as net debt plus equity) are to fund investment in the transformation and

rebuild balance sheet metrics towards levels consistent with investment grade, to safeguard its ability to continue as a going concern
in arder to provide optimal returns for shareholders and to maintain an efficient capital structure te reduce the cost of capital.

In doing so, the Group's strategy is to rebuild a capital structure commensurate with an investment grade credit rating and to retain
appropriate levels of liquidity headroom to ensure financial stability and flexibility. To achieve this strategy, the Croup regularly
monitors key credit. metrics such as the gearing ratio, cash flow to net debt and fixed charge cover to maintain this position. In addition,
the Group ensures a combination of appropriate committed shert-term Liguidity headroom with a diverse and balanced long-term
debt maturity profile. A< at the balance sheet date, the Croup's average debt maturity profile was six years (last year: six years).

During the year, the Group maintained credit ratings of Bal {(negative) with Moody's and BB+ {negative) witl Stardard & Poor's.

In order to maintain or realign the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce debt.

22 PROVISIONS

Property  Restructuring Other 021 2020
£m £m £m £m rm
At 28 March 2020 60.0 12.6 54 78.0 1734
Providedin the year - charged to profit or loss 225 105.2 9.6 137.3 443
Providedin the year - charged to property, plant and eguipment 259 - - 25.9 16.9)
Releasedin the year (29.8) (7.6) (0.1) {37.5) (93.2)
Utilised during the year (4.6) (81.6) {0.3) (86.5) (35.1)
Exchange differences - {0.1} - {0.1) 06
Discount rate unwind 2.7 - - 2.7 49
Reclassified to the pension tiabiity = = (25) (2.5) -
At 3 April 2021 76.7 28.5 121 7.3 780
Analysed as: S e
Current  am 215
Non-current 74.2 56.5

Properly provisions relate primarily to obligations such as dilapidations arising as a result of the closure of stores inthe UK, as part of
the UK store estate strategic programme. These provisions are expected to be utilised over the period to the end of each specific lease
(upto 10 years).

Restructuring provisions relate to the estimated costs associated with the strategic programme to reduce roles across central support
centres, regional management and our UK and Republic of Ireland stores; the historical International exit strategy; and the strategic
programme to transition to a single-tier UK distribution network. These provisions are expected to be utiised within the next year and
over the period of closure of sites.

Other provisions include amounts in respect of probable liabilities for employee-related matters.

Provisions related to adjusting items were £100 8m at 3 April 2021 {last year: £71.1m), with a net charge in the year of £90.1m (see note 5).
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

23 DEFERRED TAX

Deferred tax is provided under the balance sheet Liability method using the tax rate at which the balances are expected to unwind
of 19% as applicable {last year: 19%) for UK differences and local tax rates for overseas differences. Details of the changes to the
UK corporation taxrate and theimpact on the Group are described in note 7

The movements in deferred tax assets and liabilities (after the offsetting of balances within the same jurisdiction as permitted by
JAS 12 —'income Taxes) during the year are shown betow.

Deferred tax assetsf(liabilities)

Land and Captal Other
buldings allowances n Penson Short-term
temporary excassof temporary temporary Tatal UK Overseas
differences deoreciat on d fferences d “ferences deforred tax deferred tax Total
fm £n £m £m fm £ Em
At 31 March 2019 {301 6.9) {195.2) 10.4 (121.0) 1.4 (119.6)
Credited/{charged) to
income statement 1.8 59 (70 9.2 98 (2.2) 7.6
Credited/(charged) to equity/
ather comprehensive income - - (196.5) (24.4) (2209) 0.5 (2204)
At 28 March 2020 {28.3) {0.2) {398 8] 95.2 (3327) (0.3) (332.4)
At 29 March 2020 (28.3) {0.2) (398.8) 95.2 (332.1) (0.3) (332.4)
Creglited/{charged) to
incorme statement (22.0) 228 (7.6) 4.5 {2.3) 2] (0.2)
Creditedf{charged) to equity/
other comprehensive income - - 257.7 35.8 293.5 {3.2) 290.3
At 3 April 202 (50.3) 22.6 148.7) 135.5 {40.9) (1.4) 42.3)

Other short-term temporary differences relate mainly to employee share options, financial instruments and 'FRS 16,

The deferred tax liability on land and buildings temperary differences is reduced by the benefit of capital losses wittr a gross value of
£228 Om (Last year: £335.7m) and a tax value of £43 3m (last year: £63.8m) From 1 April 2020, the UK rules restricting the use of brought
forward losses to 50% of profits or gains in excess of £5m per year were extended to include capital losses. The change in tax legislation
has resulted in a restriction in the capital losses recognised by £108.6m (last year: £nil). It is not considered there are sufficient future
taxable profits to recognise the carry forward loss which is considered an unrecognised deferred tax asset at the year end. Due to
uncertainty over their future use, no benefit has been recognised in respect of trading losses carried forward in overseas jurisdictions
with a gross value of £11.0m (last year £9.5m) and a tax value of £3.0m {last year. £2.6m)

Adeferred tax asset of £10.5m has been recognised on current year trading losses in the UK which are being carried forward. The

utilisation of these losses is dependent on the existence of future taxable profits, which we expect to arise in future years without the
one-off current year impact on trading from Covid-19.

No deferred tax is recognised in respect of undistributed earnings of overseas subsidiaries and joint ventures with a gross value

of £24.rn (lastyear £27.0m) unless a material ability is expected te arise on distrioution of these earnings under applicable tax
legislation. There1s a potential tax liability in respect of undistributed earnings of £2 3m (last year: £2.6m) however this has not been
recogrised by the Croup, and it is probable that the temporary dif ference wilt not reverse in the foreseeable Future
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24 ORDINARY SHARE CAPITAL

2021 2020
Shares £m Shares £m
Issued and fully paid ordinary shares of 25p each
At start of year 1,950,059,808 4876 1625000,230 4063
Shares issued onrightsissue - - 325,009,968 813
Shares issued inrespect of share option schemes o 653783 1.6 49610 -
At end of year 1,956,513,591 489.2 1,950,059,808 4876

Issue of new shares

In May 2019, the Company offered a fully underwritten rights issue to existing shareholders on the basis of 1 share for every 5 fully paid
ordinary shares held. As a result, 325,009,968 ordinary shares with an aggregate nominal value of £81.3m were issued for cash
consideration of £601.1m. Transaction costs of £26.4m were incurred resulting in £493.4m being recognised in share premium.

6,453,783 (last year: 49,610) ordinary shares having a nominal value of £1.6m (last year. £0.0m)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 increase from prior year
is driven by DSBP, PSP and RSP schemes which were previously satisfied through market purchase. The aggregate consideration
received was £0.0m (last year: £0.1m).

25 CONTINGENCIES AND COMMITMENTS

A.Capital commitments

2021 2020

£m im

Commitments in respect of properties in the course of construction B8.3 787
Software capital commmitments 10.6 86
98.9 873

B.Other materiat contracts

In the event of termination of our trading arrangements with certzin warehouse operators, the Croup has a number of aptions and
commitments to purchase some property, plant and eguipment, at values ranging from historical net book value to market value,
which are currently owned and operated by the warehouse cperators on the Group's behalf. These options and commitments would
have animmaterial impact on the Croup’s Statement of Financiat Position.

See note 12 for details on the partnership arrangement with the Marks & Spencer UK Pension Scherme

26 ANALYSIS OF CASH FLOWS GIVEN IN THE STATEMENT OF CASH FLOWS

Cash flows from operating activities

2021 2020

£m £m
(Loss)/profit on ordinary activities after taxation {201.2) 274
Income tax (credit)/expense (8.2) 398
Finance costs 236.1 2345
Finance income (57.4) {46.9)
Qperating (loss)/profit (30.7) 2548
Share of results of Ocado Retail Limited (78.4) (2.6)
Decrease/(increase}in inventories 41.2 (29.3)
Decrease/(increase}in receivables 67.4 9.2)
Increase/(decrease) in payables’ 159.5 {29.3)
Depreciation, amortisation and write-offs 603.1 6325
Non-cash share-based payment expense 19.3 18.5
Defined benefit pension funding (37.1) (379
Adjusting items net cash outflows?? (118.1) {75.4)
Adjusting items M&S Bank* (2.4} (12.6)
Adjusting operating profit items o . __ 2528 3359
Cash generated from ope:a-ltams_ 876.7 1,045 4

1 Scenote” tardetails onachange in account.ng policy and the result ng restatement

2 Cxcludes£12 2milas: year £1' 3Im)of surrender payments included within repayment of lease liabibl ies inthe cansolidaled sialement of cash flows relating toteases witwathe
UK store estale orogramme

3 Adjustingitemsrei cashout’lows relate to strategic pragramme costs associated with the UK store estate, organisstion, UK logistics, the utibization of the provisions for
International store closures and impairnents, expensesdirectly attnbutable to the Covid-19 pandem ¢ cash culflows incurred as part of the Sparks leyalty pregramme Lransition
and establish ng theinvestment in Qcado Retail Limited

4 Adjusting items M&S Bark relates ta M&S Bank income recagnised in operaling profit offset by chargesircurresin relauon Le the insurance mis-sell.ng provision. which s 3
non-casnitem
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

27 ANALYSIS OF NET DEBT

A.Reconciliation of movement in net debt
Changes Leaseaddihons  Exchangeand

AL 3V March niar InNd  otneT non-casn AL 2B Mareh
20i9 Cashflow values remeasurements mMavements? 2020
Em £m £m £m Em £m
Net debt
Bank loans, averdrafts and syndicated bank facility
(see note 20) (3.5) (12.0) - - - (15.5)
(3.5) (12.0) - - - (15.5)
Cashandcashequivalentsfseenotel®y 305 68 - - _ 05 2542
Netcashper statementofcashflows = 3070 (88 - =~ _ - 05 2387
Current other financial assets (seenotels) 8  @on =~ -~ - - N7
Medium Term Notes (see note 20) (1,673.8) 230) - - (82.5) {1,536.2)
Lease liabilities (see note 20) (2,576 8) 3357 - (2041} 116.8) 2,662.0)
Partnership liability to the Marks & Spencer UK
Pension Scheme (see note 12) [ v-1-. v B A I S - - 84 (2027
Derivatives held to hedge Medium Term Notes _ 239 (7N 860 - = 1022
Liabilities from financing activities (44929 6300 860 (2041 (2177) (81987}
Less: Cashflows related tointerest and
derivatrve instruments - L 626 (251)  (860) - 2362 (23)
Net debt (3.981.5) 2160 - (2041) 19.0 (3,950.6)
Changes Lease additions Excnange and
AL 29 March nigr avd  athernon-cash AL 3 April
020 Cash (low wvalues  remeasuraments movernents: 2021
im £m Em Lm Em Em
Netdebt
Bank loans, overdrafts and syndicated bank facility
(see note 20} - - . (15.5) _ 108 - - - - @A
{15.5) 10.8 - - - (4.7)
Cashand cash eguivalents (seenote 18)' - _ 2542 4235 . - - (33 6744
Net cash per statement of cash flows - - 2387 4343 - B - (3.3 _ 669.7
Current octher jnaqcial;assets (see nqtglﬁ) S onwr 67 - - N - 184
Medium Term Notes (see note 20) (1,536.2) 879) - - {58.0) (1,682.1)
Lease lizbilities (see note 20) (2,562.0) 316.7 - (48.3) m2.3) (2,405.9}
Partnarship liability ta the Marks & Spencer UK
Pension Scheme (seenote12) L _(ec27y 0 236 - - (54  (185.5)
Derivatives held to hedge Mediurn Term Notes o 1022 (40)  (96.3) _ - - (83
Liabilities from financing activities o 41987) 2384 (963 483)  (1767)  (4,281.6)
Less: Cashflows related to interest and
gervativeinstruments . JExn @Ewee 0 983 T 2 Tie
Net debt (3.950.6) 466.8 - (48.3) 16.2 (3,515.9)
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27 ANALYSIS OF NET DEBT CONTINUED

B. Reconciliation of net debt to statement of financial position

2021 2020
£m fm
Statement of financial position and related notes
Cash and cash equivalents {see note 18)' 674.4 254.2
Current other financial assets (see note 16) 18.4 Nn.7
Bank loans and overdrafts (see note 20) (4.7} (15.5)
Medium Term Notes — net of fareign exchange revaluation (see note 20) {1,657.9} (1,471.4)
Lease liabilities {see note 20) (2,405.9)  (2,562.0)
Partnership liability to the Marks & Spencer UK Pension Schermne (see note 12 and 21) (193.5) (207.4)

(3,562.2)  (3,990.4)

Interest payable included within related borrowing and Lhe partnership liability to the
Marks & Spencer UK Pension Scheme 53.3 39.8

Total net debt (3,515.9)  (39505)

1 Seenocte!fordetails onachangein accounting polcy and the resultng restatement
2 Exchange and other non-cash movements includesinterast c~arge anMedium lerm Notes of E86 4m (las: vear £78 2). nterest charge onlease Liabnlizies of £130 4m
(last year £139 3)and interest chargerelating to Partnershipliabilitvie the Mar<s & Spencer LI Pension Scheme of £4 3m{last year £6 9n)

28 RELATED PARTY TRANSACTIONS

A.Subsidiaries

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not
disclosedin this note Transactions between the Company and its subsidiaries are disclosed in the Company's separate financial
statements.

B. Joint ventures and associates

A shareholder loan facility with Ocado Retail Limited was established in the prior year, with Ocado Retail Limited having the ability to
draw down up to £30m from each shareholder. The facility was not utilised by Ocado Retail Limited during the year ended 3 April 2021
{last year not utilised).

As part of the Ocado Retail Limited investrment, Ocado Retail Limited entered into a £30m, three-year revolving credit facility. Along
with Ocado Group Plc, the Croup has provided a parent guarantee to cover 50% of the £30m revolving credit facility provided by BNPP
to Ocado Retail Limited. The revolving credit facility was undrawn at 3 April 2021 (last year: undrawn).

The following transactions were carried out with Ocado Retail Limited, an associate of the Group.

Sales and purchases of goods and services:

20 2020

£m im

Sales of goods and services 28.5 -
Purchases of goods and services - -

Included within trade and other receivables is a balance of £2.3m (last yvear £nil) owed by Ocado Retail Limited.

C.Marks & Spencer UK Pension Scheme

Details of other transactions and balances held with the Marks & Spencer UK Pension Scheme are set out innotes Nand 12,

D. Key management compensation

The Croup has determined that the key management perscnnel constitute the Board and the members of the Executive Commitlee.

2021 2020

£m £rm
Salaries and short-term benefits 8.6 52
Share-based payments 3.2 1.7
Totat 1.8 76
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

29 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

The Croup holds a 50% interest in Ocado Retail Limited, a company incorporated in the UK. The remaining 50% interest is held by
Ocado Group Ple. Gcado Retail Limited is an online grocery retailer, operating through the ocadocom and ocadozoam caomwebsites.

Ocado Retail Limited is considered an assoctate of the Group as certain rights are conferred on Ocado Group Plc for an initial period of
at least five years from acquisition in August 2019, giving Ocado Group Plc control of the company. Following this initial period, a
reassessment of contral will be required as the Group will have an aption to obtain maore power over Qcado Retail Limited if certain
conditicns are met. If the Group is deemed to have obtained control, Gcado Retail Limited will then be consolidated as a subsidiary of
the Croup. Through Board representation and shareholder voting rights, the Croup is currently considered tc have significant
influence, therefore the investrment in Ocado Retail Limited is treated as an associate and applies the equity method of accounting.

Ocado Retail Limited has a financial year end date of 29 Novernber 2020, aligning with its parent company, Ocado Group Ple. For the
Group's purpose of applying the equity method of accounting, Ocado Retail Limited has prepared financial information to the nearest
guarter-end date of its financial year end, as to do otherwise would be impracticable. The results of Ocado Retail Limited are
incorporated in these financial statements from 2 March 2020 to 28 February 2021. There were no significant events or transactions in
the period from 28 February 202110 3 April 2021.

The carrying amount of the Group's interest in Ocado Retail Limited is £819.0m {last year £754.8m). The Group's share of Ocado Retail
Limited profits of £64.2m (last year: £14.2m loss) includes the Croup’'s share of underlying profits of £78.4m, which includes £25.2m of
exceptional income before tax related to insurance receipts (share of profit last year: £2 6m) and adjusting item charges of £14.2m
(last year: £16.8m) (see note b).

Surmnmarised financialinformation inrespect of Ocado Retail Limited (the Croup’s only materizl associate)is set out below and
represents amounts in the Ocado Retail Limited financial statements prepared in accordance with IFRS, adjusted by the Croup for
equity accounting purposes.

Asat28Feb A at Mar

2021 2020
£m £

Ocado Retail Limited
Current assets 353.9 484.9
Non-current assets 336.8 206.6
Current Liabilities (245.7) (4897)
Non-current liabilities (264.6) (178.2)
Net assets 180.4 236

2Mar 2020 to 5 ALg 2019 to

28 Feb 2021 1 Mar 2020

£m fm

Revenue 2,353.2 9797

Prefit for the period 156.8 51

Othercomprehensiveincome - -
Total comprehensive income 156.8 51 '

Reconciliation of the above summarised financial information to the carrying amount of the interest in Ocado Retail Limited
recognised in the consolidated financial statements:
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

29 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES CONTINUED

Asat3Apr As at 28 Mar

2021 2020
£m £fm
Ocado Retail Limited
Net assets 180.4 236
Proportion of the Group's ownership interest 90.2 1.8
Googwill 4493 449
Brand 249.2 2657
Customer relationships 88.3 989
Other adjustments te align accounting policies (63.5) (66.4)
Acquisition costs 5.7 57
Carrying amount of the Group’s interest in Ocado Retail Limited 819.0 754.8

In addition, the Croup holds immaterialinvestments in joint ventures totalling £6.8m (last year: £5.6m). The Croup’s share of losses
totalled £1.3m (last year: £0.9m loss).

30 GOVERNMENT SUPPORT

During the year, the Group has received support frem governments in connection with its response to the Covid-19 pandemic.
This support included furlough and job retention scheme reliefs, tax payment deferral schemes and business rates relief,

The Group has recognised government grant income of £131.5minrelation to furlough prograrmmes, such as the Coronavirus Job
Retention Scheme (CJRS) in the UK, and its eguivalents in other countries. The salary expense relating to those colleagues on
furlough during the period was £181.8m

The Croup also benefited from the business rates holiday for the retail, hospitality and Leisure sector of £174 6m.

There are no unfulfilled conditions or contingencies attached to these grants.

31 SUBSEQUENT EVENTS

Subsequent te the balance sheet date, the Group has monitored trade perfoarmance, internal actions, as well as other relevant external
factors (such as changes in any of the government restrictions). No matenial changes in key estimates and judgements have been
identified as adjusting post balance sheet events. There have been no material non-adjusting events since 3 April 2021,
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COMPANY STATEMENT OF FINANCIAL POSITION

Asat3April  Asat 28 March
2021 2020
Notes £m [
Assets
Non-current assets
Investments in subsidiary undertakings C6 9,730.8 8,763.2
Total assets 9,730.8 876327
Liabilities
Current liabilities
Amounts owed to subsidiary undertakings 2,541.8 25434
Total liabilities ' _ - ) 25418 25434
Netassets 7185.0 6,219.8
Equity
Ordinary share capital Cc7 489.2 4876
Share premium account c7 910.4 90.4
Capital redemptionreserve 2,210.5 2,210.5
Merger reserve C7 1,262.0 31.0
Retained earnings e - - o 23169 23003
Total equity ) 7,189.0 6.219.8

The Company's profit for the year was £951.0m (last year: loss of £892.5m),

The financial statements were approved by the Board and authorised for 1ssue on 25 May 2021. The financial

the notesCito C7.

o e

Steve Rowe, Chief Executive Officer
Registered number: 04256886

Eoin Tonge, Chief Financial Officer

COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

statements alsc comprise

Captal
Ordnary share  Sharc oremium redemption Retained

camtal account reserve  Mergerroserve earmnings Total

£m £m fm fm £m Lm

At 31 March 2019 406.3 116.9 2,2105 1,397.3 22900 6,721.0
Loss for the year - - - - (892.5) {892.5)
Dividends - - - - {191.1) (191.0)
Capital contribution for share-based payments - - - - 76 76
Shares issued on rightsissue 81.3 493.4 - - - 5747
Sharesissued on exerc@eois@ployee share options - 0B - - - a1l
Realisation of merger reserve - - - (1,086.3) 1,086.3 -
At 28 March 2020 487.6 910.4 2,210.5 31.0 2,300.3 6,219.8
At 29 March 2020 487.6 910.4 2,210.5 3n1.0 2,300.3 6,219.8
Profit for the year - - - - 951.0 951.0
Capital contribution for share-based payments - - - - 16.6 16.6
Shares issued on exercise of employee share options. 16 - - - - 1.6
Reclassification to merger lieggrve ] 77 - . - 9510 (951.-6)_“ o -
At 3 April 2021 489.2 910.4  2,2105  1,262.0 2,316.9 7,189.0
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COMPANY STATEMENT OF CASH FLOWS

S3weeksended 52 weeksended

3Aprit2021  28Marcn 2020

Em £m

Cash flow from investing activities

Dividends received - 193.8
Additional investment in subsidiary e - (572.4)
Net cash (used in)/generated from investing activities - (378.6)
Cash flows from fin;ncing activities o -

Shares issued on exercise of employee share options 1.6 01
Repayment of intercompany loan {1.6) (5.0
Proceeds from rights issue net of costs - 5747
Equity dividends paid - (191.1)
Net cash generated from/{used in) financrirrr'nigﬁa}:rtii'\;itﬂirés . - 3786

Net cash inflow

Cash and cash equivalents at heginning and end of year
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NOTES TOTHE COMPANY FINANCIAL STATEMENTS

C1 ACCOUNTING POLICIES

General information

Marks and Spencer Group plc (the “Company) is a public company limited by shares incorporated in the United Kingdom under the
Companies Act and is registered in England and Wales. The address of the Company's registered office is Waterside House, 35 North
Wharf Road, London W2 TNW.

The principal activities of the Company and the nature of the Company’s operations is as a holding entity.

These financial statements are presented in sterling, which 13 the Company’s functional 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 statements, except as noted below.

Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment. The Company grants share-based
payments to the employees of subsidiary companies, Each periad the fair value of the employee services received by the subsidiary
as a capital contribution from the Company is reflected as an addition to investments in subsidiaries.

Loans from other Group undertakings and all other payables are initially recorded at fair value, which is generally the proceeds
received. They are then subsequently carried at amortised cost. The loans are non-interest bearing and repayable on demand.

in accordance with the exemption allowed by Section 408(3) of the Companies Act 2006, the Company has not presented its own
Income staterment 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 impairment or impairment reversal on an annual basis.
The recoverable amount is determined based on vatue in use which requires the determination of appropriate assumptions (which are
sources of estimation uncertainty) in relation to the cash flows over the three-year strategic plan period, the long-term growth rate to
be applied beyond this three-year period and the risk-adjusted pre-tax discount rate used to discount the assurned cash flows to
present value.

Estimation uncertainty arises due to changing econormic and market factors, the channel shift from stores to online, increasing
technological advancement and the Croup's ongoing strategic transformation programmes. While performance during 2020/21 has
exceeded the estimates made at last year end, there is still significant uncertainty regarding the impact of Covid-19 on the Group's
operations and on the global economy. See note C6 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 discussad in note 21 of the Group
financial statements.

C2EMPLOYEES

The Company had na employees during the current or prior year. Directors received emoluments in respect of their services to the
Company during the year of £1,093,458 (last year: £1,081,875). The Company did not operate any pension schemes during the current
or preceding year For further infarmation see the Remuneration Report.

C3 AUDITOR'S REMUNERATION

Auditor's remuneration in respect of the Company’s annual audit has been borne by its subsidiary Marks and Spencer plc and has
beendisclosed on a consolidated basis in the Company's consolidated financial statements as required by Section 494{4)(a) of the
Companies Act 2006.

C4 DIVIDENDS
2021 2020 2021 2020
per share pershare £m £m
Dividends on equity ordinary shares
Paid final dividend - 58p - 51
Paid interim dividend o - 3% - 76.0
S o - 107p - el

The Board of Directors has not proposed afinal dividend for 2020/21 The Board of Directors will continue to defer consideration of
further dividends until visibility of the pace and scale of market recovery has improved.

C5 RELATED PARTY TRANSACTIONS

During the year, the Company has not received any dividends from Marks and Spencer plc (last year, £192.8m) and decreased its
loan from Marks and Spencer plc by £1.6m (last year: £5.1m). The outstanding balance was £2,541.8m (last year: £2,543 4m) and 15
non-interest bearing. There were no other related party transactions
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NOTESTO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS
A.Investments in subsidiary undertakings
2021 2020
£m fm
Beginning of the year B8,763.2 9,269.5
Contributions to subsidiary undertakings relating to share-based payments 16.6 76
Additions - 5724
Impairment reversal/{charge) e B . ~ 9510 (10863
End of year 9,730.8 87632

Sharesin subsidiary undertakings represent Lhe Curmpany's inveslimentlin Marks end Spencer plc and Marks and spencer
Holdings Limited.

During the previous year, the Company purchased additionat shares in Marks and Spencer Holdings Limited (£572.4m) to fund the
investment in Ocado Retail Limited.

Impairment of investments in subsidiary undertakings

The Company evaluates its investments in subsidiary undertakings annually for any indicators of impairment or impairment reversal.
The Company considers the relationship between its market capitalisation and the carrying value of its investments, among other
factors, when reviewing forindicators of impairment. As at 3 April 2021, the market capitalisation of the Group was significantly below
the carrying value of its investment in Marks and Spencer plc of £8,207.4m, indicating a potentiat impairment. However, performance
of the Group during 2020/21 has been more favourable than the estimates assumed in the Covid-19 scenario in 2019/20, indicating a
potential impairment reversal,

The recoverable amount of the investment in Marks and Spencer plcis determined based on a value in use calculation, The Company
has updated its assumptions as at 3 April 2021, reflecting the latest budget and forecast cash flows covering a three-year period.

The pre-tax discount rate of 8.9% (last year: 8.6%) was derived from the Group's weighted average cost of capital, the inputs of which
included a country nisk-free rate, equity risk premium, Group size premium and a risk adjustment (beta). The lang-term growth rate of
175% (last year: 2 00%) was based on inflation forecasts by recognised bodies and with reference to rates used within the retail industry.

The Company has determined that the recoverable amount of its investment in Marks and Spencer plcis £9,158.4m and as a result has
recognised animpairment reversal of £951.0m. This reversal primarily relates to improved trading expectations, reflecting the Group's
strategy and current three-year plan which reflects the latest view of trading and recovery from the pandemic as well as the year-on-
year reduction in net debt. Refer to the strategic report for details of the key drivers of the strategic plans which cash flow projections
are based on for the purpose of determining value in use,

Sensitivity analysis
As disclosed in the accounting policies nole Cl, the cash flows used within the value in use model, the long-term growth rate and the

discount rate are sources of estimation uncertainty. Management has performed a sensitivity analysis on the key assumptions and
using reasonably possible changes would result in the following impacts:

- A 25-basis point decrease inthe long-term growth rate would reduce the impairment reversal by £306.6m;
- AS%reductionin cash flows from the three-year plan would reduce the impairment reversal by £506.6m;
- A5B0-basis pointincrease in the discount rate would reduce the impairment reversal by £655.7m.

Inthe event that all three were to occur simultaneously, animpairment charge of £431.5m would be recorded.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings

in accordance with Section 409 of the Companies Act 2008, a full list of related undertakings, the country of incorporation and the
effective percentage of equity owned, as at 3 April 2021 s disclosed below.

Subsidiary and other related undertakings registered in the UK™

Proportion  Proportion Proportion  Propertion
of shares ofshares af shares at shares
neld by the held by ~eld by tne held by
Company supsidiary Company supsdiary
Name Shareclass (%) (%) ame Snare class (%) (%)
Amethyst Leasing (Holdings) Limited Llordinary - 100 Marks and Spencer Ll ordinary A 100 -
Founders Factory Retail Limited £0 0001 - 0004 Pension Trust Limited® Llordinary B - -
Registered office: Northcliffe ordinary Clordinary C - -
House, Young Street, London, 0000 _ 100 Marksand§
pencer plc £025 100 -
England, W8 SEH praferred ordinary
Hed_ge End Park Limited Elordinary B - 50 Marks and Spencer Property 1 ordinary _ 100
Registered Office: 33 Hotborn, Developments Limited
Londo.n, _EC"‘I ZHT Marks and Spencer Parlnership - 100
M&5 Limited Llordinary - 190 scottish Limited Partnership®™ mLerest
Manford (Textiles) Limited Ll ordinary - 100 Registered Office: 2-28 St Nicholas
Marks and Spencer Company N/a, - - Street, Aberdeen, AB10 18U
Archive (CIC)# Ocada Retail Limited fom - 50
P Registered Office: Apello Court ordnary
Mark d Sparks Limited Elording - 100 2 . "
arxsanc Sparks Limite arainary 2 Bishop Square, Hatfield Business
Marksand Spencer £lordinary - 100 park, Hatfield, Hertfordshire,
LNnr_tft'erndlr;::_nd)\l'}lmﬂefd . United Kingdom, ALIO 9EX
egistere: ice;Waterfront Plaza, " - P
8 Laganbank Road, Belfast, BT1 3LR St, Michael (Textiles) Limited Clardinary - 100
Marks and Spencer £114 _ 100 St. Michaet Finance plc flordinary - 100
France Limited ordinary
Marks and Spencer Guernsey Partnership - 100
Investments LLP interest

UK REGISTERED SUBSIDIARIES EXEMPT FROM AUDIT

Thefollowing UK subsidiaries will take advantage of the audit exemption set out within section 479A of the Companies Act 2006 for the year ended
3 Apnl 2021 Unless otherwise stated, Lhe undertakings listed below are registered at Waterside House, 35 North Wharf Road, London, W2 TNW,
United Kingdom, and allhave a single class of ordinary share with a nominal value of £1

Praportion  Proportion Praporton Proportion
o’ shares of shares of shares of shares
held by the held by hetd tyy the held by
Company  subs diary Comoany Comoany  subsicdary Company
Name %) (%) Aumber Name (%) {%) Aaumper
Amethyst Leasing {Properties) Limited - 100 4246934 Marks and Spencer 2005 {Kingston-on- 100 5502523
Busyexport Limited 100 4411320 Thames Satellite Store) Limited
Marks & Spencer Outlet Limited _ 100 AQ39568 Marks and SpenFe(ZOOS(Kingston-on- 100 5502520
Marks & Spancer Simply Foads Limited - 100 4739922 L"a’:“ 5;‘;"” LImlt::OS(P - oo tioreE
—— arks and Spencer arman House -
Marks and Spencer (Br.aflfovd) L-Ill’l-lted - 100 lDOHBE? Kingston Store) Limited
::;i:i:::isg;?::u:l'Zh::t::i‘;:r::::'e 106 5C315385 Marks and Spencer 2005 (Pudsey Store) - 100 5502544
96 Fountainbridge, Edinburgh, Limited _
Midlothian, EH39QA Marks and Spencer 2005 {Warrington - 100 5502502
Marks and $pencer {Jaeger) Limited - 100 13098074 Gemini Stare) Limited
Marks and Spencer - 100 5502582 Marks and Spencer 2005 Chester B 190 pl74129
{Propertylnvestments) Limited Limited — —
Marks and Spencer ~ 00 5507513 Marks and Spencer Holdings Limited 100 - 11845975
(Property Ventures) Limited ’ Marks and Spencer Hungary Limited - 100 8540784
Marksand $pencer 2005 _ 100 5502608 Marks and Spencer International - 100 261508)
(Brooklands Store) Limited Holdings Limited
Marks and Spencer 2005 (Chester - 100 5502515  Marks and Spencer Investments - 100 490306
Satellite Stare}Limited Marks and Spencer Property - 100 2100781
Marks and Spencer 2005 (Chester Store) - 100 5502542  HoldingsLimited
Limited Minterton Services Limited 100 4763836
Marks and Spencer 2005 (Fife Road - sle} 5502598 Ruby Properties (Cumbernauld) Limited 100 4922798
Kingston Store) Limited Ruby Properties (Hardwick) Limited - 100 4716018
;:::;:‘::2::::1}:?; 3313590‘" - 100 5502546 RypyProperties (Long Eaton) Limited - W00 4716031
) Properties (Thorneliffe) Limited - 100 4116110
Marks and Spencer 2005 {Hedge End - 100 5502538 n - Py
Store) Limited Ruby Properties (Tunbridge) Limited - 100 4716032
Marks and Spencer 2005 (Kensington - 100 5502478 Simply Faod(Property Investments) - 100 5502543
Store) Limited Simpty Food (Property Ventures) Limited - 100 2239799

The Company will guarantee the debts and labilitres of the above UK subsidiary undertakings at the balance sheet date of £38.3min accordance with
section 479C of the Comparies Act 2006 The Company has assessed the probability of loss under the guarantee as remote

1) Allcompanies reg stered at Waterside House, 35 hortn Wnarf Road, London, W2 iNW, U~aited K ngdem, unless otherwise stated

I accordancewilhthe articles of associaton of Mar«<s and Spencer Pension Trust Limuted Lhe holders of Band Cordinary shaces are botn directors of that company

{
{ ) Nasnarecap tal, as the company s hmited by guarantee Marssand Spencer ole sthesole member
{
{

wiMarks and Spencer (in tial LPY Lim ted and Mar<s and Spencer Pens.on Trust Lmited are the limited partners, Mar<s and Spencer plcistne General Partner
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings continued
international subsidiary undertakings®

Propartian of

Proporlion of

Ragstered snares veld by Registered snargs held by
Name address Country Shareclass  subsid ary (%) Name address Counlry Snarcclass  subsidiary (%
¥ (%)
Marksand Aurora Place, Austratia AUD 2 Ordinary 100 Marks and 24-27 Mary Street, Ireland €1 25 Qrdinary 100
Spencer 88 Phullip Street, Spencer Dublin, Ireland
(Australia) Sydney, NSW {Ireland}
Pty Limited 2000, Austratia Limited
Marksand 4th Floor 87 Rue  Belgium €1 210rdinary 100 Marksand 24-27 Mary Street, Ireland NI -
Spencer Royale, 1000 Spencer Dublin ', Ireland
(Belgium) S¥KL Brussels, Belgium Pensions Trust
Marks& Brunswick Square, Canada CAD 1 Comman 100 {ireland)
spencerng,  1Germain Streel Company
Suite 1700, 'E;L';';':::tgg
Saint-John, Now
Brunswick, E2L Marksand 3t Ahad Haam Israel NIS Ordinary 100
4W3, Canada Spencer (Israel) Street , Tel Aviv
Marks and Unit 03-04 6/F, China Rogstered 100 L-Iml-ted‘(ll'l 65202 lsrael
Spencer EcoCity 1788, Capital Lliquidation)
{shanghai) 1788 Wesl Nan PerUnaltalia ViaGiotto 25- Italy Cl Grdimary 190
Limited JingRoad, SRL(in 58100 Prate, llaly
Shanghai, China liquidation)
Marks and Vyskocilqva Czech CZK1,000 100 Marks and 15 Esplanade, 5t Jorsoy L10rchnary 100
Spence‘rCzech 1481/4, Michle, Republic Ordinary Spencer Helior, JETIRB,
Republica.s ?ZOESS,R?ESSEC. CZK 100,000 100 (Jersey) LimitedJerscy
e Crdmary M& S Mode Prins Netherlands (100 Ordinary 100
C7ZK 1,000,000 100 International Bernhardplen
Ordinary B, 200,10971B,
Marksand Vyskoclova Czoch Rogistered 100 Qgit:rrgigs’
Spencer 1481/4 Michle, Republic Capital
Services $.R.0 14000, Fraha 4, glarksand grmsh ol Netherlands (450 Ordinary 100
Czech Republic pencer ernhardplein
2001097 4B
Marks & 3‘t3v351EATh0u Greeco €3 Ordinary 80 (Bh":.derla"d) AmS’-tE(dam,‘
:AF::?::::oulos erqzcscc o Metherlands
Greece SA Marks and Prins MNetherlands €100 Ordinary 100
Bernhardplein
Ignazia Limited Hertage Hall,.Le  Guernsey £10rdinary 9489 Spencer BY 200 WOQ?EJ)B‘
Marchant Street, Arnsterdarn. 4
igieéer Port, C¥1 MNetherlands E
,Cuernse
n z Marksand Prins Netherlands €450 Ordinary 100 z
Teranis Heritage Hall,Le  Guernsey £10rdinary 949.99 Spencer Bernhardplein o
Limited Marchant Street, StoresBV.  200,1097.5, 2
St Peter Port, CY1 . W
Amsterdam, 3
4JH,Cuernsey Netherlands 2z
]
M.S. General He”tﬁgc Hall,Le  Guernsey Partnership 00 markss Avenida da Portugal €1 Ordinary 100 z
IhsuranceL.P. Ma{:c an{t} Street, Interest Spencer Liberdade 249, ;
iSHel.er ort, G¥1 (Portugal) Lda. 1250-143, Lisbon, H
Cuernsey ({inliguidation) Partugal
Marks and SOUI}t:e 1009, . Hong Kong HKDI Oradinary 100 Marksand 77 RobinsanRoad, Singapare MNo Par Value 100
Spencer JO/F, Tower b‘T e Spencer #13-00 Robinson Ordinary
{Heng Keng) Gateway, 9 Canton "
Investments  Road, Tsim Sha (Singapore) 77, Singapore
que.: r:en s Tsui Kowl Investments 068896,
imite Hon:g E;fnogon, Pte. Ltd. Singapore
Marks and Tower ¢ RMZ nda INRIO Ordinary 100 h:|&§(SPam.)S.L.Callc Fuencarral  Spain €10rdinary 100
" p (inligquidation) No.119, 78010,
Spencer{India) Millenia, 4th Floar, Madird. Spain
Pt Limited Lake Wing, #1 - 2P
Murphy Road, Marks and Woolworths SouthAfrica ZAR 2 Ordinary 100
Bangalore, Spencer(SA) House 93
560008, India (Pty)Limited Longmarket
Marks and 4th Floor,Courl India INR 10 Class A 51 gggf;gjﬁf};‘?‘l’ég
Spencer House, | okmanya (14 619% of total .
ReliancelIndia Tilak Marg, Chobi capital) Marksand Havaéar;w[i)(arsnsw Turkey TRLdZS [9]8] 100
Pvtiimited Talag, Mumbal N Spencer iskanbul Dunya Crdinary
: : INR10Class B 100 "
400002, India (43 544% of tatal Clotplng . Ticaret Merkez
capital) Textile Trading A3 Blok, Kat.l}
P J.SC Yesilkoy, Bakirkoy
INR 5 Class CH 0 Istanbul Turkey
i 837%2 "C;":Ll Marks and Anchor Plaza,Na Romania RON18 30 100
pital) Spencer 26Z Timiscara Qrdinary
Aprell Limited 24/29Mary Street, Ireland €125 Ordinary 100 Romania SA Boulevard, 3rd
Dublin1, Ireland {in liquidation) ;lgﬁr,g)rﬁgise_s no.
-1.6t strict,
Bucharest,
Romania
NOIL Anumber of the companies Ustea aretlegacy companieswh ch nolonger serve any operatjonal purpose.
P P
(1) Tnesharesof all international subs diary undertakings are held by companies wlhinthe Group atner than the Company (Marks and Spencer Croup pic)
(1) INR 5 Class € shares "00% awned by JV parines
(1) MNosharecapital asthe company s imiled by guarantee
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C7 SHARE CAPITAL AND OTHER RESERVES

Issue of new shares

In May 2019, the Company offered a fully underwritten rights issue to existing shareholders on the basis of 1 share for every b fully
paid ordinary shares held. As a result, 325,009,968 ordinary shares with an aggregate nominal value of £81.3m were issued for cash
consideration of £601.3m. Transaction costs of £26.6m were incurred resulting in £493.4m being recognised in share premiurm.

6,453,783 (last year: 49,610) ordinary shares having a nominal value of £1.6m {tast year: £0.0m) were allotted during the year under the
terms of the Company’s share schemes which are described in note 13 of the Group financial statements. The aggregate consideration
received was £0.0m (last year: £0.1m).

Merger reserve

The Company's merger reserve was created as part of a Group reorganisation that cccurred in 2001/02 and has an economical
relationship to the Company’s investment in Marks and Spencer plc. Last year, an amount equal to the impairment charge of
£1,086.3m was transferred from the merger reserve to retained earnings as that amount has become a realised profit in accerdance
with TECH 02/17. Following the reversal of impairment recognised in the current year, an amount equal to the reversal of £951.0m has
been transferred from retained earnings to the merger reserve, in accordance with TECH 02/17.
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GROUP FINANCIALRECORD

2020 2019
2021 52 weooxs 52 weeks 208 2007
B3 weeks (Rostated) {Restated) 52 weeks 52 weeks
£m Em fm £m £m
Income statement
Revenue'
UK Clothing & Home 2,239.0 3,209 3,4998
UK Food 6,138.5 6,028.2 5,903.4
Total UK 8,377.5 9,237.3 9,403.2 9,611.0 9,447
International 789.4 944 6 974 1 1,087.2 11803
Revenue before adjusting items 9,166.9 10,181.9 10,3773 10,698.2 10,622.0
Adjusting items included in reveriue (1.2) - - - -
Revenue 9,155.7 10,181.9 10,3773 10,698.2 10,622.0
Operating profit/(loss)’
UK Clothing & Home {130.8) 2239 3552
UK Food 228.6 2367 2129
Qcado 78.4 26 -
Other 1.9 16.8 270
Total UK 178.1 4800 5951 5354 626.2
Internationat 441 noy 130.5 1352 64 .4
Total operating profit before adjusting items 222.2 590.7 7256 670.6 6906
Adjusting items included in operating profit (252.9) (3359} (427.5) (514.1) (437.4)
Total operating profit (30.7) 254.8 2981 156.5 253.2
Net interest payable (219.1) (21.2) (239.7) (107.4} (1060}
Pension finance income 47.2 236 258 17.7 293
Net finance costs before adjusting items {171.9) (1876) (213.9) (89.7) (76.8)
Adjusting itermns included in net finance costs (6.8) - - - -
Net finance costs (178.7) (187.6) (213.9) (897) (76.8)
Profit before tax and adjusting items 50.3 4031 5.7 5809 613.8
(Loss)/profit on ordinary activities before taxation (209.4) 6772 84.2 668 176.4
Incorne tax credit/lexpense) 8.2 (32.9) 389 (37.7) (60.7)
(Loss)/profit after taxation (201.2) 27.4 453 291 15.7
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GROUPFINANCIAL RECORD CONTINUED

2021 2020 208 208 2007
52 weeks 52 wecks 52 woeks 52 weeks 57 weexs

Basic earnings/
Weighted average ordinary
Basic earnings per share’ sharesinissue (10.0)p 1.3p 2.5p 1.6p 7.2p
Adjusted basic earnings/
Weighted average

Adjusted basic earnings per share'  ordinary sharesinissue 1.4p 16.7p 23.7p 278p 304p

Dividend per share declared in

respect of the year - 39p 13.3p 18.7p 18.7p
Adjusted earnings per

Dividend cover share/Dividend per share - 4 3x 18x 1.5x% 1.6%
Operating profit before

Retail fixed charge cover depreciation/Fixed charges 2.0x 34x% 3.6% 3.8x 3.4x

Statement of financial position

Net assets (£Em) 2,285.8 37085 246972 29542 3,150.4

Net debt?? (Em) 3,515.9 3,950 6 39815 1,8275 19347

Capital expenditure (£m) 146.9 3320 2945 300.5 331.2

Stores and space

UK stores 1,037 1,038 1,043 1,035 979

UK selling space (m sq ft) 16.8 168 172 176 174

International stores 472 483 445 429 455

International selling space (m sq ft) 5.1 50 49 52 59

Staffing {full-time equivalent)

UK 44,423 49,094 50,578 53,273 53,562

International 4,754 4,894 4,862 5,655 6,202

The anove results are prepared under IFRS Tor cacnrenorung pernod an a consistent bas’s, wit o the exceplionalthe adoplion ol IFRS9and IFRS151n 2008 ‘orwh ch comparalive perods
nave not beenrestatedandthe adopt on of IFRS 1611 2020 *or whichthe comparat.ve perad of 2019 hasbeenrestated

1 Basedoanconlinungaperations

2 Excludesaccruedinterost

3 Secnoteltordetails onachange naccouating pobicy and tne result ng restatement 192020 and 2019
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GLOSSARY

The Group tracks a number of alternative 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 FRS.

The Group believes that these alternative performance measures, which are not considered to be a subshitute for or supernior io IFRS
measures, provide stakeholders with additional helpfulinformation onthe performance of the business. These alternative performance
measures are consistent with how the business performance is planned and reparted within the internal management reporting to the
Board. Some of these alternative performance measures are also used for the purpose of setting remuneration targets.

These alternative performance measures should be viewed as supplemental to, but not as a substitute for, measures presented in the
consolidated financial information relating to the Group, which are prepared in accordance with IFRS. The Group believes that these
alternative performance measures are useful indicators of its perforrmance. However, they may not be comparable with similarty-titled
measures reported by other companies due to differences in the way they are calculated.

Closest equivalent Reconcilingitems to
APM statutory measure statutory measure Definition and purpose
Income statement measures
Like-for-like Movernentin Sales fromnon The pericd-on-period change inrevenue (excluding VAT) from stores
revenue growth revenue perthe  like-for-like stores  which have been trading and where there has been no significant change
income staterment (greater than 10%) in footage for at least 52 weeks and online sates.
The measure is used widely in the retail industry as anindicator of sales
performance. It excludes the iImpact of new stores, closed stores or stores
with significant footage change.
2020f2) 2019/20
£m L
UK Food
Like-for-like 5,831.1 57544
Net new space’ 163.7 2738
Week 53 143.7 -
Total UK Food revenue 6,138.5 6,0282
UK Clothing & Home
Like-for-like 2,164.5 30845
Net new space 341 124.6 .
Week 53 404 - z
Total UK Clothing & Home revenue 2,239.0 3,2091 'uz_d
<
1 UKFood net newspaceincludes salesto Ocado Retail L mited 5
Food LFL ex Movement in Sales fromnon The period-on-period change in Food excluding the hospitality and E'
hospitality and revenlie per like-for-like stores  franchise categories revenue (excluding VAT) from stores which have g
franchise the lncome and hospitality been trading and where there has been no significant change (greater §
Statement and franchise than 10%) in foctage for least 52 weeks and online sales. The LFL measure x
categories is used widely in the retailindustry as anindicator of sales performance.

It excludes the impact of new stores, closed stores or stores with
significant footage change. The hospitality category includes cafés,
counters and marketplace. This measure has been introduced as both
hospitality and franchise were closed for a majority of the year.

2020721 2019/20
£m Im %

UK Food

Like-for-like 5,831.1 5,754.4 13
Hospitality (52.0) (249.4) (791
Franchise (420.2) 491.0) (14 4)
Like-for-like ex hospitality

and franchise 5,358.9 5014.0 69
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GLOSSARY CONTINUED

Closest aquivalent Reconcilingitems to
APM statutory measure statutory measure

Definitionand purpose

Income Statement Measures continued

Clothing & Home None Not applicable

stores/Clothing &
Home online

Clothing & Home revenue through stores and through the Clothing &
Home online platforms. These revenues are reported within the UK
Clothing & Home segment results. Store revenue excludes revenue from
'shop your way' and click & collect, which are included in online revenue.
The growth in revenues on a year-on-year basis is a good indicator of the
performance of the stores and online channels. This measure has been
introduced given the Group's focus on online sales.

2020721 2009/20

£m £m %
UK Clothing & Home
Stores 1,088.9 24878 (56.2)
Online 1,109.7 7213 539
Total UK Clothing & Home
revenue - 52-week basis 21986 3,2091 (31.5)
Week 53 40.4 - =
Total UK Clothing &
Home revenue 2,239.0 3,2091 (30.2)

M&S.com revenue/ None Not applicable

Online revenue

Total revenue through the Group's online platforms. These revenues are
reported within the relevant UK Clothing & Home, UK Food and
International segment results. The growth in revenues on a year-on-year
basisis a good indicator of the performance of the online channel and

is a measure used within the Group’s incentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
withinincentive plans.

Internationat ontine  None Not apglicatile

International revenue through International online platforms. These
revenues are reported within the International segment results. The
growth in revenues on a year-on-year basisis a good indicator of the
performance of the online channel. This measure has beenintroduced
given the Croup’s focus on online sales

2020/21 2019/ 20
£m {m %

International revenue

Stores 613.6 8674 {29.3)
Online 165.7 772 n4.6
Week 53 101 - -
Atreported currency 789.4 944 6 (16.4)

Revenue growth at  None Not applicable

constant currency

The period-on-period change in revenue retranslating the previcus
year revenue at the average actual periodic exchangerates usedin
the current financial year. This measure is presented as a means

of eliminating the effects of exchange rate fluctuations on the
period-on-period reported results

2020/21 2019/20

£m Lm %
International revenue
At constant currenty 779.3 9427 (17.3)
impact of FX retranslation - 19 -
Internationalrevenue -
52-week basis 779.3 9446 {17.5)
Week 53 10 - -
At reported currency 789.4 9446 (16.4)

Adjusting items None Not applicable

Those items which the Group excludes from its adjusted profit metrics in
order to present a further measure of the Group's performance Each of
these items, Costs or incomes, is considered to be significant in nature
and/or guantum or are consistent with items treated as edjusting in prior
periods. Excluding these items from profit metrics provides readers with
helpfut additional information on the performance of the business across
periods bacause it is consistent with how the business performance is
planned by, and reported to, the Board and the Executive Committee.
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GLOSSARY CONTINUED

APM

Closest equivalent

statutory measure

Reconciling items to
statutory measure

Detfinition and purpose

Income Statement Measures continued

Revenue before
adjusting items

Revenue

Adjusting items
{Seenote 5)

Revenue before the impact of adjusting iterns. The Croup considers this
to be an important measure of Group performance and is consistent with
how the business performance is reported and assessed by the Board
and the Executive Committee. This measure has been introduced as
certain adjustments have been made to revenue for the first time in
accordance with the Group's policy for adjusting items.

Operating
profit before
adjusting items

Cperating profit

Adjusting items
(Seenote 5)

Operating profit before the impact of adjusting items. The Group
considers this to be an important measure of Group performance and is
consistent with how the business performance is reported and assessed
by the Board and the Executive Committee.

Finance
income before
adjusting items

Finance income

Adjusting items
{Seenote b)

Finance income befcre the impact of adjusting items. The Group
considers this to be animportant measure of Group performance and is
consistent with how the business performance is reported and assessed
by the Board and the Executive Committee.

Finance costs before

Finance costs

Adjusting items

Finance costs before the impact of adjusting items. The Croup considers

adjustingitems (See note 5) this to be animportant measure of Group performance andis consistent
with how the business performance is reported and assessed by the
Board and the Executive Committee.
Interest on leases Finance Finance The net of interest income on subleases and interest payable on lease
income/costs income/costs Liabilities. This measure has been introduced as it allows the Board and
(See note 6) Executive Committee to assess the impact of IFRS16 Leases.
Net financial Finance Finance Calculated as net finance costs, excluding interest on leases and
interest income/costs income/costs adjusting items The Croup considers this to be an important measure of
(See note 6) Group performance and is consistent with how the business performance
is reported and assessed by the Board and the Executive Committee.
EBIT before EBIT Adjusting items Calculated as profit before the impact of adjusting items, net finance
adjusting itermns (See note 5) costs and tax as disclosed on the face of the caonsolidated income
statement. This measure is usedin calculating the return on capital
emploved for the Croup.
Ocado Retail EBIT! Not applicable Calculated as Ocado Retail Limited earnings before interest, tax,

Limited EBITDA

depreciation, amortisation, impairment and exceptional items.

Profit before tax
and adjusting items

Profit before tax

Adjusting items
(Seenote5)

Profit before the impact of adjusting items and tax. The Group considers
this to be animportant measure of Group performance and is consistent
with how the business performance is reported and assessed by the
Board and the Executive Committee.

Thisis a measure used within the Croup’s incentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
withinincentive plans.
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Adjusted basic
earnings per share

Earnings
per share

Adjusting items
(See note 5)

Profit after tax attributable to owners of the parent and before the
impact of adjusting items, divided by the weighted average numiber of
ordinary shares in issue during the financial year.

Thisis a measure used within the Group's incentive plans. Refer to the
Remuneration Report for an explanaticn of why this measure is used.

Adjusted diluted
earnings per share

Diluted earnings
per share

Adjusting items
(Seenote 5)

Profit after tax attributable to owners of the parent and before the
impact of adjusting itemns, divided by the weighted average number of
ordinary shares inissue during the financial year adjusted for the effects
of any potentially dilutive options.

Effective tax
rate before
adjusting items

tffective taxrate

Adjustingitems
and their
taximpact
{Seenote 5)

Totalincome tax charge far the Group excluding the tax impact of
adjusting ftems divided by the profit before tax and adjusting items.,
This measure is an indicator of the ongoing tax rate for the Croup.
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GLOSSARY CONTINUED

AFM

Closest equivalent
statutory measure

Reconciling iterns to
statutory measure

Definition and purpose

Income Statement Measures continued

52-week basis
for the 2020/21
financial year

Corresponding
equivalent

Last trading
week of 2020/

statutory measure

The Croup's financial year ends on the nearest Saturday to 31 March.

The current financiat yearis for the 53 weeks ended 3 April 2021 with the
comparative financial year being for the 52 weeks ended 28 March 2020.
In order to provide comparability with the prior year results, adjustments
have been made to the 2020/21 53-week income staternent to remove
sales, operating costs and otheritems reiating to 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
propertionally to week 53,

2020/21 Cxelude woek 53 2020471
Im Em L2-week basis

Revenue

UK Food 6,138.5 (143.7} 59948

UK Clothing & Home - 22390  (404)  2]986

Total UK Retail 83775 (184.1) 81934

international 7894 oy 7793

Total Group - 9)669 (1942 89727

Operating profit/(loss) before

adjusting items

UK Food 2286 (15.0) 213.6

UK Clothing & Home {130.8) 1.4 (129.4)

International 44 1.0 451

Adjusted profit before tax

Total Group 503 (8.7) 416

Loss before tax

Total Group (209 4) 82 (201.2)

Balance sheet measures

Nel debt

None

Reconciliation
of net debt
(see note 27)

Net debt comprises total borrowings (bank and bonds net of accrued
interest and lease liabilities), 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 eguivatents and
unlisted and short-term investments. Net debt does not include
contingent consideration as it is conditional upon future events which
are not yet certain at the balance sheet date

This measure is a good indication of the strength of the Group's balance
sheet position and 1s widely used by credit rating agencies

Net debt excluding  None

lease liabilities

Reconciliation
of net debt
(see note 27)

Lease Liabilities
(see nate 20)

Calculated as net debt less lease liabilities. This measure is a good
indication of the strength of the Group's balance sheet positior and is
widely used by credit rating agencies.

Cash flow measures

Free cash flow

Net cash inflow
from operating
activities

See Financial
Review

The cash generated from the Group’s operating aclivities less capital
expenditure, cash lease payments and interest paid,

This measure shows the cash retained by the Group in the year.

Free cash flow
pre-shareholder
returns

Net cashinflow
from operating
activities

See Financial
Review

Calculated as the cash generated from the Group's operating activities
less capital expenditure and interest paid, excluding returns to
shareholders (dividends and share buyback).

This measure shows the cash generated by the Group during the year
thatis available for returning to shareholders and is used within the
Croup's incentive plans.
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GLOSSARY CONTINUED

Closest equivalent Reconciling items to
APM statutory measure statutory measure Definitionand purpose
Other measures
Covid-19 scenario None Not applicable As part of the Group's normal financial planning process, the Board

approved the 2020/21 budget and three-year plan.

As a result of the UK government restrictions on trade that were
announced inresponse to the Covid-19 pandemic, the Group revisited the
2020/21 budget and three-year plan to determine a downside scanario.

The downside scenaric assumed the government guidelines at the
period end continued for a pernod of at least four months, resulting in 2
significant decline in sales for the remainder of 2020/21, as outlined

in the basis of preparationin the Croup's 2020 Annual Report and
Financial Statements.

This downside scenario was approved by the directors and is defined as
the Covid-19 scenario.

Capital expenditure None Not applicable Calculated as the purchase of property, plant and equipment,
investment property and intangible assets dunng the year, less proceeds
from asset disposals excluding any assets acquired or disposed of as part
of a business combination or through an investrmentin an associate.

Qcado Retail Limited None Not applicable References made to Ocado Retail Limited also include its two
subsidiaries, Speciality Stores Limited {disposed on 31 January 2021) and
Paws & Purrs Limited.

Return on capital None Not applicable Calculated as being EBIT' before adjusting items divided by the average
employed of opening and closing capital employed. The measures used in this

calculation are set out below:

2020/21 2019420

£m £m

EBIT’ before adjusting items 222.2 5907
Net assets 2,285.8 3,7085
Add back:
Partnership liability to the @
Marks & Spencer UK Pension Scheme 193.5 2074 =
Deferred tax liabilities 423 3324 :
Non-current borrowings and other E
financial liabilities 31,6599 38659 @
Retirement benefit deficit 7.8 12.4 S
Derivative financial instruments 73.6 - E
Current tax liabilities - - [rs
Less:
Investment property {15.2) (15.5)
Derivative financial instruments - (172.2)
Retirement benefit asset (639.2) {1,215.0)
Current tax assets (35.4) (19.3)
Net operating assets 5,573 6,004.6
Add back: Provisions related to
adjusting items 100.8 711
Capital employed 5,673.9 6,0757
Average capital employed 5,874.8 5,887.5
ROCE % 3.8% 10.0%

This measure is used within the Group's incentive plans. Refer to the
Remuneration Report for an exptanation of why this measure is used
within incentive plans.

1 LBINisnotdefined with rIFRS but s awidely accepted nrofis measure being sarnings belore interest ardtax
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Important netice

NOTICE OF ANNUAL
GENERAL MEETING
2021

Tuesday 6 July 2021 at 11lam
Held at, and broadcast from, Waterside House
35 NorthWharf Road, London, W2 INW

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to the action you should take, you should immediately consult
your stockbroker, bank manager, solicitor, accountant or other independent professional
adviser authorised under the Financial Services and Markets Act 2000 if you are resident in the
United Kingdom or, If you reside elsewhere, another appropriately authorised financial adviser.
if you have sold or otherwise transferred ail your shares in the Company, please forward this
document and accompanying documents (except any personalised form of proxy, if applicable)
to the purchaser or transferee, or to the stockbroker or other agent through whom the sale or
transfer was effecteq, for transmission to the purchaser or transferee.
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NOTICE OF MEETING 2021

DEAR SHAREHOLDER

66

lam pleased to
announce the 20th
Annual General
Meeting of Marks and
Spencer Group plc
will be held on

6 July 2021T. ’,

Nick Folland,
General Counsel and
Company Secretary

ANNUAL GENERAL MEETING (AGM)

YOUR VOTE COUNTS

As the Chairman has touched onin his
message to shareholders contained

in your Notice of Availability, last year's
ACM was an unprecedented success.
While Covid-19 restrictions prohibited
public gatherings so that physical
attendance was not permitted, our first
fully digital meeting received higher levels
of shareholder engagement than we've
seen inrecent years. Nearly three times as
many of you took the time to watch the
broadcast tive, vate or submit questions to
our Board, for which we were truly grateful

To build on last year's success and ensure
that we provide another accessible,
engaging and democratic AGM, this year
we will be hosting another fully digitally
enzbled meeting. 'm very pleased to say
that we will also be joined by Kamal
Ahmed who will be acting as a shareholder
advocate, to help share your views and
ensure that shareholder questions are put
tothe Board. Kamal will be known to many
of you as he previously held roles as the
Editorial Director, Economics Editor and
Business Editor at the BBC.

The 2021 AGM will be broadcast from
M&S's Waterside House Support Centre
at 1lam on 6 July 2021.

For statutory and regulatory purpases,
the place of the meeting will be Waterside
House, 35 North Wharf Road, London

W2 INW. Shareholders are invited to
participate in the ACM electronically via a
live webcast, which you can access by
logging on to https:/fweb.lumiagm.com.
On this website, you can also submit
qguestions and your voting instructions,
both during the meeting and in advance.
A step-by-step guide on how tojoin the
meeting electronically and submit your
votes and questions can be found on
pages 207 to 209. We strongly encourage
you to log on and submit any questions
you might have in advance of the meeting,
so that your views are heard evenif you are
unable to participate live.

As the meeting will be predominantly
digital, Board members physically at the
place of meeting will not be available for
shareholder interaction in person, as they
will be taking part in the meeting
broadcast under studio conditions.
Shareholders are advised not to travel to
the venue on the day.

Your vote isimportant to us. You can:

- Register your proxy vote electronically
by logging on to either the Lurmi ACM
platform, our Registrar's website,
shareview.co.uk, or by using the service
offered by Euroclear UK & Ireland
Limited for mermbers 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).

- Join the ACM online and vote
electronically. Please see page 208
of this Notice for further details.

VOTING BEFORE THE MEETING

Your vote counts and all shareholders are
encouraged to vote either in advance or
on the day. There are several ways to
submit your voting instructionsin advance
of the meeting, which are available from
the publication date of this Notice:

(1) The Lumiwebsite.

(2) Equiniti's Shareview website.

(3) The CREST or Proxymity electronic
proxy appointrment platforms.

{(4) By completing and returning a paper
proxy form.

Paper proxy votes must be received by

no later than Tam on Friday 2 July 2021,
Paper proxy forms are available from
Equiniti on request; you can call our
shareholder helpline on 0345 602 0810,
oruse any of Equiniti’s alternative contact
details listed on page 210. Votes submitted
electronically via the Lumi or Shareview
websites, or via the CREST or Proxymity
platforms, (options 1, 2 and 3 above)
should be registered by nolater than 17am
on Friday 2 July 2021, After then, you will
no tonger be able to submit your proxy
vote via Shareview, CREST or Proxymity.
Voting via the Lumiwebsite will also close
at this time, but will reapen far voting on
the day of the meeting

You will be able to vote in one of three
ways for each of the resolutions: "For”,
“Against” or "Vote Withheld". Please
note that a *Vote Withheld" is not a vote
in law and will not be counted in the
calculation of votes “For” and “Against”
eachresolution,
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JOINING THE MEETING AND
VOTING ON THE DAY

You can watch the broadcast live, vote and
ask questions on the day of the meeting
via the Lumi website. Please refer to pages
207 to 208 for instructions on how to join
the meeting and submit your votes and
guestions on the day.

Voting on all resolutions on the day will
be by way of a poll and the Lumiwebsite
will reopen at 9.30am on Tuesday & July
for this purpose. Votes can be cast once
the Chairman has declared the poll open.

QUESTIONS

On the day, your questions will be posed
to the Board by Kamal Ahmed. Where we

our sharehalders, directly. If you would Like
to ask your gquestion at the AGM in person,
youcan send us a video recording of
yourself asking your guesticn by email to
ACMquestionsubmission@marks-and-
spencer.com, to be received by no later
than 5pm on Friday 2 July.

VOTING RESULTS

M&S WEBSITE

Theresults of the voting willbe
anncunced throcugh a Regutatory
Information Service and will be published
on our website marksandspencer.com/
thecompany on 6 July 2021, or as soon

as reasonably practicable thereafter

In 2020, all resolutions were passed at the
meeting with votes ranging from 0.89%
t099.97%in favour.

Cur corperate website,
marksandspencer.com/thecompany,
is the principal means we use to
communicate with our sharehclders
Thereis awealth of infermation

online including:

A copy of our full Annual Report,
which includes our Strategic Report.

All the latest M&S news, press releases
andinvestor presentations.

A detailed account of our approach to
corporate governance at M&S.

receive a number of questions covering
the same topic, Kamal wilt group these to

EXPLANATORY NOTES

address as many of your queries as
possible.

Itis, of course, important to us that we
have the opportunity to hear from you,

Anexplanation of each of the resolutions
to be voted on at the AGM is set out below
and on pages 202 to 204,

EXPLANATORY NOTES TCTHE RESOLUTIONS

TO RECEIVE THE REPORTS
AND ACCOUNTS 1

The Board asks that shareholders receive the Annual Report
and Financial Statements for the 53 weeks ended 3 April 2021

APPROVAL OF THE DIRECTORS’ .
REMUNERATION REPORT 92

The Directors' Remuneration Report sets out the pay and
benefits received by each of the directors for the year ended

3 April 2021 Inline with legistation, this vote 1s advisory and the
directors entitlement to remuneration is not conditionalonit.

3-12
The directors believe that the Board continues to maintain

an appropriate balance of knowledge and skills and that atl

the non-executive directors are independent in character

and judgement. This follows a process of formal evaluation,
which confirms that each director in office at the time of the
avaluation makes an effective and valuable contribution to the
Board and demonstrates commitment to the role (including
making sufficient time available for Board and Committee
meetings and other duties as reguired). Evelyn Bourke joined
the Board on 1 February 2021, Evelyn has led transformative
change and birings extensive experience in financial services,
risk and capital management and mergers and acquisitions.
Fiona Dawson also joined the Board on 25 May 20Z1. Fiona has
anin-depth knowledge of the UK and global food retallindustry
and a strong track record in sustainability, health and wellbeing,
particularly women’s entrepreneurship and human rights.

ELECTION OF
DIRECTORS
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Inaccordance with the UK Corporate Governance Code, all
directors will stand for election or re~election, as relevant, at the
ACM this year. Biographies are available on pages 62 and 63 of
the Annual Report, with further details available on aur website,
marksandspencer.com/fthecompany. |t is the Board's view that
the directors biographies illustrate why each director’s
contribution is, and cantinues to be, important to the
Company's long-term sustainable success.

APPOQINTMENT AND P
REMUNERATION OF AUDITOR 13-14
On the recommendation of the Audit Committee, the Board
proposesinresolution 13 that Deloitte LLP be reappointed

as auditor of the Company

Resolution 14 proposes that the Audit Committee be authorised
to determine the level of the auditor’s remuneration.

AUTHORITY TO SUB-DIVIDE

THE ORDINARY SHARES 15

Resolutions 15,16 and 22 retate to the nominal value of the
Cormpany's ordinary shares, having the effect of reducing the
nominalvalue from £0.25 to £0.01.

At last year's ACM, shareholders approved resolutions to
amend the Company’s share plan rules, ensuring that they all
perrnit the use of treasury or new issue shares to satisfy share
awards. References to share plans means the Marks and
Spencer Group Restricted Share Plan 2015, the Marks and
Spencer Group Deferred Share Bonus Plan 2015, and the Marks
and Spencer Group Performance Share Plan 2015, all as
amended and all together the "Plans™



EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

The move from purchasing sharesin the market to issuing new
shares for the purposes of satisfying share awards under the
Plans has significantly lowered the Cempany’'s costs of awarding
equity to colleagues, and, as a result, improved the efficiency
with which the Board uses shareholder funds. However, it still
costs the Company dispropaortionately more than its peers to
issue equity for share awards because of the relatively high
nominal value of the Company’s ordinary shares. The Company
fundsthe £0.25 nominal value when shares are awarded rather
than pass this cost to colleagues, as the nominal value
deduction could represent a significant proportion of a
colleague’s award. By reducing the nominal value of the
Company's ordinary shares to alevel more akin to market
norms, and by transferring the nominal value burden Lo the
award recipient, the administrative cost of issuing equity to
satisfy share awards under the Plans will be largely eliminated.
We believe that this administrative change produces a more
favourable cutcome for shareholders and ensures that the
Company's resources are used in a way that mimimises
unnecessary costs. As detailed belew, this change should net
impact the Company’s market share price.

Resolution 15 proposes that each existing ordinary share of
£0.25 {each an “Existing Qrdinary Share”) in issue at the close of
business on the date of the AGM will be subdivided into one
ordinary share of £0.01in the Company {each a "New Ordinary
Share”) and one deferred share of £0.24 in the Company {each a
‘Deferred Share™) (the “Share Subdivision™. The purpose of the
Deferred Shares is to ensure that the reduction in the nominat
value of the ordinary shares does not resultin a reductionin the
capital of the Company. Each ordinary shareholder’s
proportionate interest in the Company's issued ordinary share
capital will remain unchanged as a result of the Share
Subdivision. Aside from the change in nominal vatue, the rights
attaching to the New Ordinary Shares {including voting and
dividend rights and rights on a return of capital) will be identical
to those of the Existing Ordinary Shares. No new share
certificates will beissued inrespect of the New Ordinary Shares
as existing share certificates will remain valid in respect of the
sarme number of New Ordinary Shares arising from the Share
Subdivision, The number of crdinary shares of the Company
listed on the Official List and admitted to trading on the London
Stock Exchange’s main market for listed securities will not
change as a result of the Share Sukdivision The Share
Subdivision will not affect the Company's net assets.
Consequently, the market price for 2a New Ordinary Share
immediately after the campletion of the Share Subdivision
should, theoretically, be the same as the market price of an
Existing Ordinary Share immediately prior to the Share
Subdivision. Resolution 1515 conditional on the passing of
resolution 16.

APPROVING THE TERMS 3
OF THE DEFERRED SHARES 16
Resolution 16 relates to the terms of the Deferred Shares to be
issued as a resuit of the Share Subdivision proposedin
resolution 15. The Daferred Shares created on the Share
Subdivision becoming effective will have ne voting or dividend
rights and, on a return of capital on a winding up of the
Cornpany, the Deferred Shares will have the right to receive the
amount paid up on them only after erdinary shareholders have
received, in aggregate, any amounts paid up on their ordinary
shares plus £10 million per ordinary share. No share cerlificates
will be issued inrespect of the Deferred Shares, nor will CREST
accounts of shareholders be credited in respect of any
entittement to Deferred Shares, nor witl they be admitted to the
Official List or to trading on the London Stock Exchange or any
other investment exchange The Deferred Shares will not be
transferable at any time, other than with the prior written

consent of the Directers of the Company. The rights attaching
to, and restrictions upen, the Deferred Shares are set out in
resoluticn 16 and in accordance with Article 4 of the Articles of
Association of the Company, if such resolution is approved, will
apply to the Deferred Shares as if such rights and restrictions
were set out in the Articles of Association of

the Company.

The rights attaching to the Deferred Shares will also grant
irrevocable authority to the Company to, inter alia;

- Transferthe Deferred Shares to a person neminated by the
Directors for no consideration and without requiring the
consent of any holder of Deferred Shares to be obtained.

- Purchase any or all of the Deferred Shares withaut any further
approval from the holders of the Deferred Shares.

- Appoint any person on behalf of the holders of the Deferred
Shares to execute a contract for the Company's purchase of
the Deferred Shares for an aggregate consideration of £0.01.

~ Cancel the Deferred Shares without payment to the holders.

Any buyback of the Deferred Shares would be effected by
notice to the registered office of the Company addressed to a
person nominated by the Directors to act on behalf of the
holders of the Deferred Shares,

Resclution 16 is conditional on the passing of resolution 15.

RENEWAL OF THE POWERS
OF THE BOARD TO ALLOT SHARES

Paragraph (A) of this resolution 17 would give the directors

the authority to atlot ordinary shares of the Company up

to an aggregate nominal amount equalto (i) £163,043,966
(ifresolution 1515 not passed)or (i) £6,521,758 .64 (if resolution
1515 passed). These amounts represent 652,175,864 ordinary
shares, being approximately one-third (33.33%) in each case of
the nominal value of (i) the Existing Ordinary Shares in issue as
at 25 May 2021, the latest practicable date before the
publication of this Notice, or (i) the New Ordinary Shares
calculated on the basis of the number of Existing Ordinary
Shares in issue as at the same date (anticipating, for this
purpose, that the share subdivisicn described inresolution 15
will be approved at the ACM).

in line with guidance issued by the Investment Association
(1A), paragraph (B) of this reselution would give the directors
authority to allot ordinary sharesin connection with a rights
issuein favour of ordinary shareholders up to an aggregate
nominal amount equal to (i) £326,087,932.25 (if resolution 15

is not passed) or (i) £13,043,517.29 (if resolution 15 1s passed),
as reduced by the nominal amount of any shares issued under
paragraph {A) of this resclution. These amounts (before any
reduction) represent 1,304,351,729 ordinary shares, being
approximately two-thirds {66.66%) in each case of the neminal
value of {iY the Existing Ordinary Shares inissue as at 25 May
2021, the latest practicable date before the publication of this
Notice, or (i) the New Ordinary Shares calculated on the basis of
the number of Existing Crdinary Shares inissue as atthe same
date (anticipating, for this purpose, that the share subdivision
described inresolution 15 will be approved at the AGM).

17

The authorities sought under paragraphs (A) and (B) of this
resolution will expire at the conclusion of the ACGM in 2022 or
on1October 2022, whichever is sooner. The directors have

no present intention to exercise either of the authorities
sought under this resolution; however, the Board wishes to
ensure that the Company has maximum flexibility in managing
the Group's capital resources.

As at the date of this Notice, no shares are held by the
Company in treasury.
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EXPLANATORY NOTES TO THE RESOLUTIONS CCNTINUED

AUTHORITY TO MAKE
POLITICAL DONATIONS 18

The Companies Act 2006 {the "2006 Act™) prohibits companies
from rmaking political donations to UK political organisations or
independent candidates, or incurring UK political expenditure,
unless authorised by sharehclders in advance.

The Company does not make, and does not intend to make,
donations to political organisations orindependent
election candidates, nor does it incur or intend to incur any
political expenditure.

However, the definitions of political donations, political
organisations and political expenditure used inthe 2006

Act are very wide. As aresult, 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 pelicy
review or reform.

Shareholder approvalis being sought on a precadtionary basis
only, to allow the Company and any company which, at any
time during the period for which this resolution has effect,

is a subsidiary of the Company, to continue to support the
community and put forward its views to wider business and
government interests, without running the risk of inadvertently
breaching legislation.

The Board is therefore seeking authority to make polutical
donations and to incur political expenditure not exceeding
£50,000 in total. In line with best practice guidelines published
by the IA, this resolution is put to shareholders annually rather
than every four years as required by the 2006 Act.

AUTHORITY TO DISAPPLY
PRE-EMPTION RIGHTS

19-20)

Resalutions 19 and 20 are proposed as special resolutions If the
directors wish to allot new shares or other equily securities,

or sell treasury shares, for cash (other than in connection with
an ermployee 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 sharehclder guidelines, empowering the directors
to allot equity securities for cash without first offering them to
existing shareholders in proportion to their existing holdings.
Itis proposed, under resolution 19, that this autharity be
renewed. If approved, the resolution witl authorise the directors
toissue shares in connection with pre-emptive offers, or
otherwise to issue shares for cash up to an aggregate nominal
armount of (i) £24,456,595 (if resolution 15 is not passed) or

(i) £878,263.80 (if resolution 15 is passed) whichincludes

the sale on a non pre-emptive basis of any shares the Company
holds in treasury for cash. This aggregate nominal amount
represents 97,826,380 ordinary shares, being approximately
5% in each case of the nominal value of (i) the Existing Ordinary
Sharesinissue as at 25 May 2021, the latest practicable date
before the publication of this Notice, or (i) the New Ordinary
Shares calculated on the basis of the number of Existing
Ordinary Shares inissue as at the same date (anticipating, for
this purpose, that the share subdivision described in resolution
15 will be approved at the AGM).

The Pre-Emption Croup’s Statement of Principles also supports
the annual disapplication of pre-emption rightsin respect of
allotments of shares and other eguity 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 connectionwith an
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acquisition or specified capital investment. The Pre-Emption
Croup’s Statermnant of Principles defines “specified cagital
investment” as meaning one ar more specific capital investment
related uses for the proceeds of an issue of equity securities,
inrespect of which sufficient information regaraing 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 avzilable to shareholders to enable them to
reach an assessment of the potential return,

Accordingty, the purpose of resclution 20 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 (i) £24,456,595 (if resolution 15 is not passed)
or (i1} £978,263.80 (f resolution 15 15 passed). This aggregate
nominal amount represents 97,826,380 ordinary shares, being
approximately 5% in each case of the nominal value of {i) the
Existing Ordinary Shares inissue as at 25 May 2021, the latest
practicable date before the publication of this Notice, or (i)

the New Ordinary Shares calculated on the basis of the
number of Existing Ordinary Sharesinissue as at the same
date {(anticipating, for this purpose, that the share subdivision
described inresolution 15 will be approved at the AGM). The
authority granted by this resclution, if passed, will onty be used
in connection with an acquisition or specified capitalinvestment
whichis anncunced contemparaneously with the allotment, or
which has taken place in the preceding six-month period and is
disclosed inthe announcement of the issue. If the authority
given in resolution 20 is used, the Company will publish details
of its use inits next Annual Report.

The authority granted by resolution 20 would be in addition to
the general authority to disapply pre-emption rights under
resolution 19. The maximum nominal value of equity securities
that could be allotted if beth authorities were used would be
(1) £48 913,190 (if resclution 1515 not passed)or () £1,956,527.59
(if resolution 15 1s passed), which represents in each case
approximately 10% of the nominal value of (i) the Existing
Ordinary Shares inssue as at 25 May 2021, being the latest
practicable date before the publication of this Notice, or (ii}
the New Ordinary Shares calculated on the basis of the number
of Existing Crdinary Shares inissue as at the same date
{anticipating, for this purpose, that the share subdivision
described in resolution 153 will be approved at the AGM)

The directors intend to adhere to the provisions in the
Pre-emption Group's Statement of Principles and not to allot
shares or other equity securities or sell treasury shares for
cash on anon pre-emptive basis pursuant to the authority
inresolution 19in excess of an amount equal to 7.5% of the
totalissued ordinary share capital of the Company, excluding
treasury shares, within a rolling three-year period, other than:

{1} with prior consultation with shareholders; or

{ii) in connectionwith an acquisition or specified capital
investment which is announced contemperaneousty with
the allotment or which has taken place in the preceding
six-maonth pericd and is disclosed in the announcement
of the allotment.

The directors have no current intention to allot shares except in
connection with employee share schernes. These authorities will
expire at the conclusion of the AGM In 2022 or on 1 October
2022, whichever 1s sooner



EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

AUTHORITY FOR THE COMPANY TO .
PURCHASE ITS OWN SHARES 21

Authority is sought for the Company to purchase up te 10% of
itsissued ordinary shares renewing the authority granted by
the shareholders at previous ACMs,

The directors have no present intention of exercising the
authority to purchase the Company's own ordinary shares,
however, this authority would provide them with the flexibility
to do soin the future, if the prevailing market conditions made
such purchases in the best interests of shareholders generally.

Ordinary shares purchased by the Company pursuant to

this authority may be held in treasury or may be cancelled.

It remains the Company’sintention to cancelany shares it
buys back rather than hold them in treasury. The Company
currently hotds no shares in treasury. The resolution specifies
the minimum and maximum prices which may be paid for any
ordinary shares purchased under this autharity, reflecting the
requirements of the Listing Rules.

The Company has options outstanding over 115 mitlion ordinary
shares, representing 5.92% of the Company's issued ordinary
share capital as at 25 May 2027, the (atest practicable date
before the publication of this Notice.

If the existing authority given at the 2020 AGM and the
authority now being sought by this resolution were to be fully
used, these options would represent 6.58% of the Company’s
ardinary share capital in issue at that date.

AUTHORITY FOR THE COMPANY TO
PURCHASE ITS DEFERRED SHARES

22

This is the same authority as was sought and granted at last
year's ACM.

AMENDMENTS TO THE ARTICLES
OF ASSOCIATION

24

Authority is sought for the Company to make an off-market
purchase of its Deferred Shares of £0.24 each in accordance
with the terms of (i) the Deferred Shares (which shalt have such
rights and restrictions attached to them as detailed in
resolution 16y and (ii) the share purchase agreement made
available to shareholders pursuant to Section 695(2) of the
2006 Act; with such power to apply until 6 July 2026.

Itis the Company’s iIntention to complete the purchase of its
Deferred Shares as soon as practicable after the Share
Subdivision detailed in resolution 15, and subseguently to
cancel the Deferred Shares.

Resolution 22 is conditional on the passing of resolutions 15
and 6.

NOTICE OF
GENERAL MEETING

23

Inaccordance with the 2006 Act, the notice peried fer general
meetings (other than an ACM)is 21 clear days' notice unlessthe
Company:

() Has gained shareholder approval for the holding of general
rmeetings 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 preserveits ability to call general
meetings (other than an ACGM) on 14 clear days netice. This
shorter notice period would not be used as 2 matter of routine,
but onty where the flexibility is merited by the business of the
meeting and is thought to bein the interests of shareholders
asawhole,

Resolution 23 seeks such approval and, should this resolution
be approved, it will remain valid until the end of the next ACM.

The Board is proposing that the Company adopt new articles
of association (the “New Articles”), the principal changes of
which are set out below. The main objective of these changes
is to improve our overall engagement with shareholders, and
shareholders’ experiences with managing their shareholding.
These changes do not impact institutional or nominee
sharehotdings.

Of our circa 140,000 private shareholders owning equity in their
own name, there are atleast 10,000 shareholders based on cur
analysis who we have lost contact with or are unable to pay
dividends to, because their personal details have changed or
they have not provided us with their dividend bank mandate.
For the protection of shareholders’ personal information and

in line with our Plan A, cost saving and operational efficiency
objectives, the New Articles will allow us to act sooner to cease
sending documents to addresses where we know a shareholder
no longer lives, and also to forfeit shares and dividends where
we have been unable to make contact with a shareholder fora
period of six years.

In summary, the New Articles:

(A) Clarify that sharehclder bank mandates for dividends can
also be used for “cther money payable in cash relating to a
share’, ensuring that cheques are no longer used far any
payments due to shareholders in relation to their shares.

(B) Clarify the Company’s definition of inactive or "gone away”
shareholders, to ensure that we do not continue to send mail
to shareholders after one instance of returned and
unopened mail, and we do not continue tc pay dividends by
bank transfer after cne instance of a failed dividend
payment {in either case following reasonable enguiries to
establish the shareholder's current correct details),

(C) Reduce the period of time after which we are able to forfeit a
dormant shareholder's dividends and shares, from 12 years
to six years, following efforts to trace the shareholder.

(D) Clarify that a shareholder can exercise their ‘right to speak”
during a general meeting, when the chairman of the
meeting is satisfied that arrangements are in place for
shareholders to communicate any questions and opinions
they may have on the business of the meeting.

The New Articles showing all the proposed changes to the
Company’'s existing articles are available for inspection,
as noted on page 205 of this document.

RECOMMENDATION

Your directors believe that the proposals described above
arein the best interests of the Company and its shareholders
as a whole, and recommend you give them your support by
voting in favour of all the resolutions, as they intend toin
respect of their own beneficial shareholdings.

Yours faithfully,

Nick Folland, General Counsel
and Company Secretary

Lendon, 25 May 2021
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MARKS AND SPENCER GROUPPLC

NOTICE OF MEETING

Notice is given that the Annual General
Meeting of Marks and Spencer Group plc
{the “Company”™) will be held at and
broadcast from Waterside House, 35
North Wharf Road, London, W2 TNW,

in accordance with the information
provided on page 207, on Tuesday 6

July 2021 at 11am (the “AGM™) for the
purposes set out below.

Resolutions 1to 18 will be proposed as
ordinary resolutions, and resolutions 19 to
24 will be proposed as special resclutions

1. To receive the Annual Report and
Financial Statements forthe 53 weeks
ended 3 Apnl 2021,

2.To approve the Directors’ Remunaration
Report for the year ended 3 April 2021, as
set outoh pages 94 to 105 of the

Annual Report.

To re-elect the following directors who are
seeking annual re-election in accordance
with the UK Corporate Governance Code:

3. Archie Norman

6 JULY 2021

14.Ta resolve that the Audit Committee
determine the remuneration of the
auditor on behalf of the Board.

15. DIRECTORS’ AUTHORITY TO
SUBDIVIDE ORDINARY SHARES

Toresolve that, subject to the passing

of resolution 16, each of the ordinary
shares of £0.25 in the capital of the
Company inissue at the close of business
onthe date of this meeting (or such other
time and date as the directors may
determine) be subdivided into one
ordinary share of £0 01in the capital of the
Company, having the same rights and
being subject to the same restrictions

in all respects as the existing ordinary
shares of £0 25 eachin the capital of the
Company (save as to nominal value)and
one deferred share of £0.24 inthe capital
of the Company, having the rights and
being subject to the restrictions set outin
resolution 16 below.

16. DEFERRED SHARES

4, Steve Rowe

5.Eoin Tonge

6. Andrew Fisher

7. Andy Halford

8.Tamara Ingram

9. Justin King

10. 5apna Sood

To elect the following directors
appointed to the Board since the
last Annual General Meeting:

1. Evelyn Bourke

12. Fiona Dawson

13. To resolve that Deloitte LLP be, and is
hereby, reappointed as auditor of the
Company to hold office until the
conclusion of the next general meeting
at which accounts are laid before

the Company.

To view our Board biographies go to
the Investors section of our corporate
website, marksandspencer.com/
thecompany
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To resclve that, subject to the passing

of resolution 15, the deferrea shares of

£0 24 inthe capital of the Company shall
confer on the holder such rights, and shall
be subject to the restrictions, as follows.

(A} Adeferred share:

(i) Does not entitle its holder to
receive any dividend or distribution
declared, made or paid or any
return of capital {(save as provided
in (A)(il) below) and does not entitle
its holder ta any further or other
right of participation in the assets
of the Company.

{ii} Entitles its holder to participate on
areturn of assets on a winding up
of the Company, such entittement
to be limited to the repayment of
the amount paid up or credited as
paid up on such share and shall be
paid only after the holders of any
and all erdinary shares thenin
issue have received (1) payment in
respect of such amount asis paid
up or credited as paid up onthose
ordinary shares held by them at
that time, plus (2) the payment in
cash orin specie of £10,000,000
on each such ordinary share.

(i) Does not entitle its holder to
receive a share certificate in
respect of their shareholding,
save as required by law.

{iv) Does not entitle its holder to
receive notice of, nor attend,
speak or vote at any general
meeting of the Company.

{v)}Shall not be transferrable at any
time other than with the prior
written consent of the directaors of
the Company.

(B) The Cornpany may at its optionandis
irrevocably authorised at any time
after the creation of the deferred
shares to:

{i} Appoint any person to act on
behalf of any orall holders of a
deferred share, without obtaining
the sanction of the holders, Lo
transfer any or all of such deferred
shares held by such holder(s) for nil
consideration to any person
appointed by the directors of
the Company.

{ii) Without obtaining the sanction
of the holder(s), but subject to the
Companies Act 2006, purchase
any or all of the deferred shares
theninissue and to appoint any
personto act on behalf of all
holders of deferred sharesto
transfer and execute a contract
of sale and a transfer of all the
deferred shares te the Company
for an aggregate consideration
of £0.07.

(C) Any offer by the Company to
purchase the deferred shares may
be made by the girectors of the
Company depositing at the registered
office of the Cocmpany a notice
addressed to such person as the
directors shall have nominated
on behalf of the holders of the
deferred shares.

(D} The Company shall have the
irrevocable authority to authorise and
instruct a single holder or any other
person on behalf of all holders of
deferred shares to exercise any vote
towhich holders of deferred shares
may be entitled by law or in any other
circumstances or for any other matter
connected to the deferred shares.



(E) Therights attached to the deferred
shares shall not be deemed to be
varied or abrogated by the creation or
issue of any new shares ranking in
priority Lo or paripassu with or
subseguentto such shares, any
amendment or variation of the rights
of any other class of shares of the
Company, the Cormpany reducing
its share capital or share premium
account or the surrenger,
cancellation, redemption or purchase
of any share, whether a deferred
share or otherwise.

(F} The Company shall havethe
irrevocable authority to cancel any
deferred share without making ary
payment to the holder and such
cancellation shall not be deemed
tc be avariation or abrogation
of the rights attaching to such
deferred share.

Suchrights and restrictions in (A) - (F)
above attaching to the deferred shares
shall apply to the deferred shares as if
they were set out in the Company’s
Articles of Association.

17.DIRECTORS' AUTHORITY TO
ALLOT SHARES

To resolve that the directors be and

are authcrised generatly and
unconditionally to exercise ail the powers
of the Company to allot shares in the
Company and to grant rights to subscribe
for or convert any security into shares in
the Company:

{A) Uptoanominalamount of
£163,043 966 (if resolution 1515
not passed) or £6,521,758.64 (if
resolution 15 is passed) (and in either
case such amount to be reduced by
any allotments or grants made under
paragraph (B) below in excess of such
sumy); and

{B) Comprising equity securities {as
defined in Section 560(1) of the
Cormpanies Act 2006) up to a nominal
amount of £326,087,932 25 (if
resolution 15 is not passed) or
£13,043,517.29 {if resolution 15 is
passed)(and in either case such
amount to be reduced by any
allotments made under paragraph
(A)above) in connection with an offer
by way of arights issue:

(i} To ordinary shareholders in
proportion (as nearly as may
be practicable) ta their existing
holdings; and

(ii} To holders of other equity
securities as required by the
rights of those securities or
as the directors otherwise
consider necessary,

and so that the directors may impose

any limits or restrictions and make any
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractional entitlements,
record dates, legal, regulatory or practical
problemsin, or under the laws of,

any territory or any other matter.

The authorities conferred onthe directors
to allot securities under paragraphs (A)
and (B) wilt expire at the conclusion of the
ACM of the Company to be held in 2022
oron 1 October 2022, whichever is socner,
unless previously revoked or varied 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 allotted
after such expiry, and the directors may
allot relevant securities in pursuance of
that offer or agreement as if the authority
conferred hereby had not expired.

18. POLITICAL DONATIONS

To resolve that,in accordance with Section
366 of the Companies Act 2006, the
Company, and any company which, at

any time during the period for which

this resolution has effect, is a subsidiary
of the Company, be and are authorised to:

(A} make politicaldonations to political
parties or independent election
candidates, not exceeding £50,000
in total;

(B) make political donations to political
organisations other than political
parties, not exceeding £50,00C

intotal; and

©

incur political expenditure not
exceeding £50,000 intotal;

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 AGMto be
heldin 2022 oron 1 Gctober 2022,
whichever is sooner.

For the purpose of this resolution, the
terms “political donations’, “political
parties’,“independent election
candidates’, “political organisations” and
“political expenditure” have the meanings
set outin Sections 363 to 365 of the
Companies Act 2006.

19. GENERAL DISAPPLICATION OF
PRE-EMPTION RIGHTS

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 (set out
inthis Notice of Meeting), and/or to sell
ordinary shares held by the Company as
treasury shares for cash, as if Section 561
of the Companies Act 2006 did not apply
to any such atlotment or sale, provided
that such authority be limited:

(A} totheallotment of equity securities
and sale of treasury shares in
connection with an offer of, or
invitation to apply for, equity
securities (but in the case of the
autharity granted under paragraph
{B) of resolution 17, by way of a
rights issue only):

(i} to ordinary shareholders in
proportion {as nearly as may
ke practicable) to their existing
heldings; and

(i} to holders of other equity
securities as required by the
rights of those securities or
asthe directors otherwise
cansider necessary;

and so that the directors may impose

any limits or restrictions and make any
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractional entitlements,
record dates, legal, regulatory or practical
problems in, or under the laws of, any
territory or any other matter; and

{B} nthecase of the authority granted
under paragraph (A) of resolution 17
and/forin the case of any sale of
treasury shares, to the allotment
of equity securities or sale of treasury
shares (ctherwise than under
paragraph (A} above) up to a nominal
amount of £24,456,595 (if resolution
15is not passed)yor £978,263.80
(if resolution 15 is passed);

and shall expire at the conclusion of the
ACMto be held in 2022 oron 1 October
2022, whichever is sooner (unless
previously revoked or varied by the
Company ingeneral meeting), provided
that the Company may before that date
make offers, and enter into agreements,
which woutd, or might, require equity
securities to be allctted (and treasury
shares to be sold) afterthe authority
ends and the directors may allot equity
securities (and sell treasury sharesyunder
any such offer aragreement as if the
authority had not ended.
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20. ADDITIONAL DISAPPLICATION
OF PRE-EMPTION RIGHTS

21. COMPANY'S AUTHORITY TO
PURCHASE ITS OWN SHARES

22. COMPANY’S AUTHORITY TO
PURCHASE DEFERRED SHARES

To resolve as a special resolution that,
subfect to the passing of resolution 17,
the directors be empowered in addition
to any authority granted under resolution
1§ to allot equity securities (as defined in
the Companries Act 2006) for cash under
the authoerity given by that resolution 17

(set out in this Notice of Meeting) and/or to

sell ordinary shares held by the Company

as treasury shares for cash asif Section 561

of the Companies Act 2006 did not apply
to any such allotment or sale, provided
that such authority be:

{(A) limited to the allotment of equity

securities or sale of treasury shares up

to a nominal amount of £24 456 585
(if resolution 15 is nat passed) or
£978,263.8C (if resolution 15 1s
passed), and

(B} used only for the purposes of
financing {or refinancing, if the
autherity is to be used within six

rmonths after the original transaction)

atransactionwhich the directors
of the Company determine to be
an acquisition or other capital
investment of a kind contemplated
by the Statement of Principles on
Disapplying Pre-Emption Rights
most recently published by the
Pre-Emption Group pricr to the
date of this Notice of Meeting,

and shall expire at the conclusion of the
ACM to be heldin 2022 oron 1 October
2022, whichever is sooner (unless
previously revoked or varied by the
Coempany in general meeting), provided
that the Company may before that date
make offers, and enter into agreements,
which would, or might, require equity
securities to be ailotted (and treasury
shares to be sold) after the authority
ends and the directors may allct equity
securities (and sell treasury shares)
under any such offer cr agreement

asif the autherity had not ended

204 Marksand Spencer Group plc

To resolve as a special resolution that the
Companty is authorised for the purposes
of Section 701 of the Companies Act 2006
to make one or more market purchases
(as defined in Section 633(4) of the
Companies Act 2006) of its ordinary
shares of £0.25 each (if resclution 15 is not
passed) or of its ordinary shares of £0.01
each (if resolution 15 is passed), such
power to be limited:

(A) toamaximum number of 195,652,759
ordinary shares;

{B) by the condition that the minimum
price which may be paid for an
ordinary share is £0.25 (if resolution 15
is not passed) or £0.01 (if resolution 15
is passed) and the maximum price
which may be paid for an ordinary
shareis the highest of:

{i) an amount equalto 105% of
the average market value of an
ordinary share for the five business
days immediately preceding the
day on which that ordinary shareis
cantracted to be purchased, and

(i} the higher of the price of the last
independent trade of an ordinary
share and the highest current
independent kbid for an ordinary
share on the trading venue where
the purchase is carried out,

ineach case, exclusive of expenses, such
power to apply until the end of the AGM
to be held in 2022 oruntil 1 October 2022,
whichever s sooner, but ineach case

so that the Company may enterinto a
contract to purchase ordinary shares
which will or may be completed or
executed wholly or partly after the power
ends and the Company may purchase
ordinary shares pursuant to any such
contract as if the power had not ended.

To resolve as a special resolution, subject
to and canditional upon the passing of
resolutions 15 and 16, that:

(A) the share purchase agreerment made
available ta shareholders pursuant to
Section 6896(2) of the Companies Act
2006 (the "Off-market Share Purchase
Contract”)is authorised; and

{B) the Company is authorised forthe
purposes of Section 694 of the
Companies Act 2006 to make an
aoff-market purchase (as definedin
Section 693(2) of the Companies Act
2006) of its deferred shares of £0.24
each in accordance with the terms of;

{i) the Deferred Shares as detailed in
resolution 16 above,; and

(iiy the Off-market Share Purchase
Contract,

with such authorisation ta apply until
6July 2026,

23.CALLING OF GENERAL MEETINGS
ON 14 DAYS’ NOTICE

Toresclve as a special resolution that a
general meeting other than an Annuat
General Meeting may be called on no
fewer than 14 clear days' notice.

24. AMENDMENTS TO THE ARTICLES
OF ASSOCIATION

Toresolve as a special resolution that,
with effect from the end of the ACM, the
articles of association produced to the
meeting and signed by the Chairman for
the purpase of identification, are adopted
as the articles of association of the
Company in substitution for, and to the
exclusion of, the Company's existing
articles of association.

By order of the Board

Nick Folland, General Counsel
and Company Secretary

London, 25 May 2021

Registered office Waterside House,
35 NorthWharf Road, London W2 TNW

Registeredin England and Wales
No. 4256886.



NOTES

1. Biographies of the directors seeking
election (or re-election) are givenin the
Annual Reporton pages 62 and 63,
including their membership of the
principal Committees. The terms of the
current directors service contracts are
such that all executive director
appointments may be terminated by the
Comgpany 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 months notice by either party; the
Chairrman has an agreement for service
which requires six months notice by
either party.

4.Inthe case of joint holders, where more
than one of the joint holders purports to
appoint a proxy, only the appointment
submitted by the most senicr holder will
be accepted. Seniority is determined by
the order in which the names of the jcint
holders appear in the Company's register
of members in respect of the joint holding
(the first-named being the most senior).

2. Registered Shareholders: Members

are entitled to appoint a proxy to exercise
all orany of their rights to attend, speak
and vote on their behalf at the AGM,
Members may appoint mere than one
proxy in relation to the ACM, provided that
each proxy is appointed tc exercise the
rights attached to a different share or
shares held by that sharehaolder. A proxy
rneed not be ashareholder of the
Company. To request one or more paper
proxy forms (to appoint more than one
proxy), please contact our shareholder
helpline on 034% 609 0810. Please indicate
the number of shares in relation to which
each proxy 1s authorised to act in the box
below the proxy holder's name. Please
also indicate if the instructionis one of
multiple nstructions being given, andif a
proxy 1s being appointed for less than your
fullentitlernent, please enter the number
of sharesin relation to which each such
proxy is entitled to act in the box below
the relevant proxy holder's name. The
proxy form assumes you wish to vote on
all your sharesin the same way. To vote
only part of your holding or to vote scme
shares one way and some another, please
centact the shareholder helpline. All
proxy forms must be signed and should
be returned together.

5.Votes submittedin advance of the
rmeeting using the Lumiwebsite will
constitiite aninstruction toappaint the
Chairman of the meeting as proxy. The
shares covered by the instruction will be
voted as directed by the shareholder in
respect of the resolutions referred toin
this Naotice of Meeting at the meeting and
at any adjournment of it.

3. If you would like to submit your vote
electronically in advance of the AGM,

you can do so by accessing the Lumni
website, https://web.lumiagm.com.
Instructions are available on page 208

of this Notice. Alternatively, you can
submit your instruction by visiting
shareview.co.uk (see page 209 for further
instructions). You are advised to read the
terms and conditions of use All advance
proxy votes regardless of how they are
castare tobe returned by 1larm on Friday
2 July 2021 If you return paper and
electronic instructions, those received last
by the Registrar before Itam on Friday 2
July 2021 will take precedence. Electronic
communication facilities are available to
all shareholders and those that use them
will not be disadvantaged.

6. To be valid, any proxy form or other
instrument appointing a proxy must be
received by post (during normal business
hours only) or by hand at Equiniti, Aspect
House, Spencer Road, Lancing, West
Sussex BN99 6DA no later than 11lam

an Friday 2 July 2021.

7. The return of a completed paper proxy
form, other such instrument or any
CREST proxy instruction (as described

in paragraph 15 on the following page)
will not prevent a shareholder vaoting later
if they wish to do so

8. Indirect shareholders: Any person to
whom this Notice is sent who s a person
nominated under Section 146 of the
Companies Act 2006 to enjoy information
rights (a “Nominated Person™y may,

under an agreement between them and
the shareholder by whom they were
nominated, have a right to be appointed
{or to have somecne else appointed)as a
proxy for the AGM. If a Nominated Person
has ne such proxy appointmentright or
does not wish to exercise it, they may,
under any such agreerment, have a right
to give instructions to the shareholder

as to the exercise of voting rights.

9. The statement of the rights of
shareholders inrelationto the
appointment of proxies in paragraphs
7 to 7 does not apply to Nominated
Persons. Therights described inthese
paragraphs can only be exercised by
shareholders of the Company.

10. Neminated Persons are reminded that
they should contact the registered holder
of their shares (and not the Company) on
matters relating to their investments in
the Company.

. To be entitled tojoin the meeting,
submit guesticns and vote (and for the
purpose of the determinaticn by the
Company of the votes they may cast),
shareholders must be entered on the
Register of Members of the Company

by 6.3Cpm on Friday 2 July 2021 (or, in the
event of any adjournment, 6.30pm an the
date whichis two working days prior to
the adjourned meeting). Changesto the
Register of Members after the relevant
deadline shail be disregarded in
determining the rights of any person

to join, submit questions and vote at

the meeting.

12. The following documents are available
for inspection at an agreed time at the
Company's registered office: Waterside
House, 35 North¥Wharf Road, London

W2 INW. Email company.secretary@
marks-and-spencer.com during

normal business hours on any weekday
{excluding pubtic helidays).

(i} Copiesoftheexecutivedirectors’
service contracts.

(i} Copiesof the non-executive directors’
letters of appointment.

(iii) Copiesof the directors Deeds

af Indemnity.

{iv} A copy of the current Articles of

Association of the Company, marked

to show the changes proposed by

resolution 24, together with a copy of

the proposed new Articles of

Association of the Company

{v) Thedraft share purchase agreement
inrelation to the Cormpany's of f-
market purchase of the Deferred
Shares whichis proposed to be
executed by the Company and a
person nominated by the Company
to act on behalf of the Company's
shareholders {in accordance with
the terms cf the Deferred Shares in
resolution 16 and the Company’s
authority to purchase the Deferred
Shares in resolution 22, each
such resolution as proposed
to shareholders).

Copies of these documents will also be
available at Lhe AGM upcn request, from
9.30arm on the morning of the AGM until
the meeting's conclusion.

13. Shareholders are advised that,

untess otherwise specified, the telephone
numbers, website and email addresses
set out in this Notice or proxy forms are
not to be used for the purpose of serving
information or documents on the
Carmpany, including the service of
documents or information relating to
proceedings at the Company’s AGM.
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NOTES CONTINUED

14. As at 25 May 2021 (the latest
practicable date before the publication of
this Notice), the Campany’s issued share
capital consists of 1,956,527,593 ordinary
shares carrying one vote each. No shares
are held in treasury. Therefore, the total
voting rightsin the Company as at 25 May
2027 are 1,956,527,593.

15. CREST members who wish to appoint

a proxy or proxies through the CREST
electronic proxy appaintment service may
do so for the AGM and any adjournment
thereof by using the procedures described
inthe CREST manual. CREST personal
members or other CREST-sponsored
members, 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 appropriate action on their behalf.

16. For a proxy appointment or instruction
made using the CREST service to be

valid, the appropriate CREST message
(a"CREST proxy instruction”™ must be
properly authenticated in accordance
with Euroclear UK & Ireland Limited's
specifications and must contain the
information required for such instruction,
asdescribed in the CREST manual
(available via euroclear.com). The
rmessage, regardiess of whether it
constitutes the appointment of a proxy or
isan amendment to the instruction given
to a previously appointed proxy must, in
order to be valid, be transmitted so as to
be received by Equiniti (iD RA19) by 1lam
on Friday 2 July 2021 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 Application
Host) from which Equinitiis able to retrieve
the message by enguiry to CREST in the
manner prescribed by CREST. After this
time, any change of instructions to proxies
appointed through CREST should be
communicated to the zppointee through
other means.

17.CREST members and, where applicable,
their CREST sponsors, or voting service
providers should note that Euroclear UK &
Ireland Limited does not make available
special procedures in CREST for any
particular message. Normal system
timings and limitations will, therefore,
apply in relation to the input of CREST
proxy instructions. It is the responsibility
of the CREST member concerned to take
(or,if the CREST memlser 15 a CREST
personal member, or sponsored member,
or has appointed a voting service provider,
toprocure that their CREST sponsor or
voting service provider(s) take(s)) such
action as shall be necessary to ensure that
amessage is transmitted by means of the
CREST system by any particular time.

In this connection, CREST members and,
where applicable, their CREST sponsorsor
voting system providers are referred in
particular to those sections of the CREST
manual concerning practical imitations
of the CREST system and timings.

18. The Company may treat asinvalid

a CREST proxy instruction in the
circumstances set out in Regulation
35(5)a) of the Uncertificated Securities
Regulations 2001
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19.if you are an institubonal investaor,

you may be able to appoint a proxy
electronically via the Proxymity platform,
aprocess 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 lodged by Tlam on
Friday 2 July 2021 in order tc be considered
valid Before you can appoint a proxy via
this process you will need to have agreed
to Proxymity's associated terms and
conditions. [t 1simportant that youread
these carefully as you will be bound by
thern and they wilt govern the electronic
appointment of your proxy.

20. Any corporation that is a member
canappoint one or more corporate
representatives who may exercise on
its behalf all of its powers as a member,
provided that they do not do soin
relation to the same shares.

21. Under Section 527 of the Companies
Act 2006, members meeting the
threshold requirements set out in that
section have the right to require the
Company to publish on a website a
statement setting out any matter
retating to:

(i) theaudit of the Company's accounts
(including the auditor’s report and
the conduct of the audit) that are to
ke laid before the ACM; ar

(ii} any circumstance connected with
an auditor of the Company ceasmg
to hold office since the previcus
meeting at which annual accounts
and reports were laid in accordance
with Section 437 of the Companies
Act 2006

The Company may not require the
shareholders requesting any such website
publication to pay its expenses in
complying with Sections 527 or 528 of the
Companies Act 2006. Where the Company
isreguiredto place a statement ona
website under Section 527 of the
Companies Act 2006, it must forward the
statement to the Company’s auditor no
later than the time when it makes the
statement available on the website. The
business that may be dealt with at the
ACM includes any statement that the
Company has been required to publish on
awebsite under Section 527 of the
Cormpanies Act 2006

22. Any member joining the meeting has
the right to ask guestions. The Company
must cause to be answered any such
guestionrelating to the business being
dealt with at the meeting but no such
answer need be given 1f:

(i todosowouldinterfere unduly
with the preparation for the meeting
ar involve the disclosure of
confidential information,

{ii} theanswer has atready been given
on a website in the form of an answer
to a question; or

{1ii) it is undesirable inthe interests
of the Company or the goad order
of the meeting that the guestion
be answered.

23. A copy of this Notice, and other
information required by Section 311A of
the Companies Act 2006, can be found at
marksandspencer.com/fthecompany

24, Please see the letter dated 25 May 2021
from the General Counset and Company
Secretary on pages 197 tc 201 for further
explanatory notas,




INFORMATION FOR THE DAY

TIMINGS @

LOGGING IN

VOTING

Date:
9.00am

Wednesday 2 June 2021
Registration opens for
vote casting and guestion
subrmission in advance of
the meeting.
Date: Friday 2 July 2021
1.00am Opportunity to submit
votes and questions
nadvance cf the
meeting closes.
Tuesday 6 July 2021
Online meeting
opens and question
submission reopens.
1N.00am AGM beginsand you will
be able to vote once the
Chairman declares the
poll open.
1.00pm AGM closes. The results of
apprax. the poll will be released to
the London Stock
Exchange once collated.

PHYSICAL ATTENDANCE .

Following the success of last year's
ACM, this year's meeting will once
again be fully digitally enabled.
Shareholders are advised not to
travel to the venue an the day.
Please refer to the following
information and the user guides
provided on pages 208 and 209 for
details of how to join and participate
inthe meeting electronically.

Date:
9.30am

ELECTRONIC #
PARTICIPATION

Shareholders are encouraged to
view and participate in the 2021 ACM
electronically. This can be done

by accessing the ACGM website:
https://web.lumiagm.com

ACCESSING THE
AGM WEBSITE =

Lumi AGM can be accessed online
using most well-known internet
browsers such as Internet Explorer
{version 11}, Chrome, Firefox and
Safariona PC, laptop or internet-
enabled device such as atabletor
smartphone. If you wish to access
the AGM using this method, please
go to https:/fweb.lumiagm.com on
the day.

On accessing the AGM website you will
be asked to enter a'Meeting ID', which
is 151-557-065. You will then be
prompted to enter your Shareholder
Reference Number and PIN. These can
be found printed an your Natice of
Availabilty or Voting Card sent to you
by post. Access to the ACM website to
vote and submit questions in advance
will be available from 9am on 2 June
2021 until tam on 2 July 2021. Access
to the ACM website willrecpen to
participate on the day from 9.30am

on 6 July 2021

You are able to submit questions live
during the meeting on the Lumi
website by clicking on the message
feature. You can also submit guestions
inadvance via Lumi and Shareview -
step-by-step guides to voting and
guestion submissionis on pages 208
and 209.

As noted inthe Company Secretary’s
letter on pages 197 to 198 of this Notice,
Kamal Ahmedwill be posing your
questions to the Board during the
meeting. If you would like to ask your
guestion in person though, you can
submit your recorded video question
by email to AGMquestionsubmission@
marks-and-spencer.com, to be
received by na later than 5pm on Friday
2 July 2021. Please ensure that your
question recording lasts no longer than
one minute, so that we can hear from as
many shareholders as possible. By
submitting a video gquestion, you
consent to your video being played
during the ACM broadcast; please note
Lhat the AGM recording will be made
publicly available on our corporate
website after the meeting.

QUESTIONS

Shareholder questions and answers will
be published on the corporate website
as soon as practicable after the
meeting. As with the AGM Live
broadcast, where we receive a number
of guestions covering the same topic,
we will publish summarised questions
and answers addressing as many
guestions received as possible.

If you're voting Live during the

meeting, the voting options will
appear on the screen after the
resolutions have been proposed.
Press or click the option that
corresponds with the way in which
you wish to vote: "For”, "Against” or
"Withheld” Once you have selected
your choice, you will see a message
onyour screen confirming that your
vote has been recerved for each of
the resclutions. There is no final
submit button. If you make a
mistake or wish to change your
voting instruction, simply press

or click the correct choice for that
resoluticn until the pollis closed.

If you wish to cancel your “live”
vote, press “Cancel”

Please note that an active internet
connection is required in order to
successfully cast your vote when

the Chairman commences polling
ontheresoluticns. It1s your
responsibility to ensure connectivity
for the duration of the meeting.

Advance voting is also available
from 2 June 2021, and details on the
different methods for voting in
advance are set out in the Company
Secretary's letter on pages 197 to 198
of this Notice.

Step-by-step guides to voting In
advance via the Lumiand Shareview
websites, as well as live on the day,

areonpages 208 to 209,

If you are a duty appointed proxy or
corporate representative, please
contact the Company’s registrar,
Equiniti, before 1lam on Monday 5
July 2021 0n 0345 60% 0810, or

+44 121 015 7071 if you are calling
from outside the UK, for your unigue
username and password tojoin the
meeting. Please ensure a valid proxy
appointment has been made by no
later than the voting deadline
detailed onpage 197.

PROXIES & CORPORATE
REPRESENTATIVES

Lines are open 8.30am to 5.30pm
Monday to Friday (excluding public
holidays in England & Wales).
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ONLINEUSER GUIDETOTHE ELECTRONIC 2021 ANNUAL GENERAL MEETING

LUMI| AGM PLATFORM GUIDE:BEFORE THE AGM

Co to https:/fweb.lumiagm.com where you
wilt be prompted Lo enter the Meeting ID:

151-557-065

1o vote, select your voting direction from the

options shown on screen To change your mind,

simply select adifferent oplion

Note  Proxy voting will close at Tlam on Friday 2

July 2021,

Afterentering the Meeting ID, you will be
prompted to enter your Shareholder Reference
Number and PIN, both of which can befound in
your Naotice of Availability

Aconlirmation message will appear to show
your vote has been received after each motion.

There is no final submit button.

When successfully authenticaled, shareholders
will be taken to the Information Page. Tocast a
proxy vole, select Lthe votingicon at the top of
Lhe screen, The resolutions and voting choices

will be displayed

During the proxy voting period, shareholders
can submit a question by typing itinto the
message feature.

LUMI AGM PLATFORM GUIDE: ON THE DAY

The ACM will commence at Tlam on Tuesday &
July 2021 It can be accessed through the same
platform: https://web lumiagm.com You will
be promptedto re-enter the Meeting ID
(151-557-065), followed by your Shareholder
Reference Number and PIN. All of these details
can be found in your Notice of Availability

Foreachresolution, press the choice
corresponding with the way in which you
wish to vote Whean selected, a confirmation
message will appear
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The meeting presentation will begin at the
start of the ACM, when the Broadcast Panelwill
automatically appear al the side of the screen
Youcan expand and minimise the screen

by pressing the Broadcast arrow at the lop

of the page

To change your mind, simply press Lhe correct
choice which will override your previous
selection, To cancel yourvate, press Cancel

When the Chairman declares Lthe poll open,
alist of all resolutions and voling choices
will appear on your device Scroll through
the list to view all resolutions.

If you would like to ask a question, select the
rmessaging icon Type your message within
the chat box at the bottom of the messaging
screen Click ithe send button to submit



MARKS AND SPENCER GROUPPLC

SHAREVIEW AGM

GUIDE

REGISTERING FOR SHAREVIEW

Navigate to the following URL
https://www.shareview.co.uk

You will be presented with Lthe
above hame screen Please select
the “Register” button in

the lop righl hand corner

Then select the “Open Portfolio
Account” butlon

Youwill then be presented with
the above screen

Please complete all fields, Lhen
select “Set Up Your Account™
Your shareholder reference
number witl be included on
your Notice of Availability.

To continue with your account
set-up, please complete all fields
including the secunty questions

You have now successfully
registered far a Shareview
portfolio. To activate your account,
enlerthe activation code sentaen
the Motice of Availabitity and
select the “Activate” button

VOTING AND SUBMITTING AQUESTION

Note: Votes can only be submitted in advance. You will not be able to vote live on the day via Shareview.

Once you have activated your

account, you will be directed to the

“Welcome Page”. You can select
the optionto submit a proxy vote,
under the “Vate Online” section,

Proxy voting and the option

to submit questions via
Shareview will close at 11am

on Friday 2 July 2021, Voting via
Shareview will not be available
on the day of the meeting.

You can also select the option
to“Vote online” from the
“My Investments” page

Onceyou have selected the option
to “Vote Online”, you will then be
presented with the following
voting page

To submit a question, click the link
at the top of the page before
submitting your vole. When
subrnilting a question, please
include your full name detailsin
the subject line

In grder to submit your vote for
eachresolution, press the choice
corresponding with the way in
which you wish 1o vote. Once you
have completed this section,
please select “Go”™

You have now successfully
submitted your vote
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SHAREHOLDER INFORMATION

ANALYSIS OF SHARE REGISTER

Ordinary shares

As at 3 April 2021, the Campany had 145,209 registered holders of ordinary shares. Their shareholdings are analysed below. It should
be noted that many of our private investors hold their shares through nominee companies; therefore the actual number of shares held
privately will be higher than indicated below

Forcentage Number of Percentage
Number o of total ardinary of issued
Range o shareholding snareholders shareholders shares share camital
1-500 76,000 5234 14,082,267 072
501-1,000 26,905 18.53 20,073,834 1.03
1,001-2,000 21,422 14.75 30,584,827 1.56
2,001-5,000 14,816 10.20 45,224,700 2.3
5,001-10,000 3,879 267 26,611,056 136
10,001-100,000 1,746 1.20 38,645,166 197
100,001-1,000,000 269 c19 105,190,412 5.38
1,000,001-Highest 172 0.12 1,676,101,329 8567
Total 145,209 100 1,956,513,591 100
Percenlage Number of Percentage
Number of of total ardinary of ssued
Calegory of sharenolder shareholders sharcholders shares sharccapital
Private 141,744 G7.62 161,043,698 8.23
institutional and corporate 3,465 2.38 1795469893 177
Total 145,209 100 1,956,513,591 100
USEFUL CONTACTS
Marks and Spencer Group plc Registrar/shareholder queries Additional documents
Registered Office Equiniti Limited, Aspect House, Aninteractive version of our
Waterside House Spencer Road, Lancing, West Sussex Annual Report is available cnline at
35 North Wharf Road BNS9 6DA, United Kingdom marksandspencer.com/
London W2 INW Telephone 0345 609 0810 and outside annualreport2021

Telephone +44 (0)2G 7935 4422
Registered in England and Wales

the UK +44 (0121415 7071 Additionally, the Annual Report

(no. 4256886) Online. help.shareview.co.uk fwhich contains the Strategic Report)

; (from here, you will be able to securely is available for download in pdf format
General queries emall Equiniti with your enguiry). at marksandspencer.com/
Customer queries: 0333 014 8555 Students annualreport2021
Shareholder queries 0345609 0810 Please note, students are advised ta General Counsel and
Oremail: source information from our website. Company Secretary
chairman@marks-and-spencer.com Nick Folland

2020/21 FINANCIAL CALENDAR AND KEY DATES

6 July 2021 Annual Ceneral Meeting (1lam)
10 November 2021 Results, Half Year!
13 January 2022" Results, Quarter 3 Trading Update'

| Tnosewhehaveregistered for electron ¢ communcation or news alerts at marksandspencer.com/thecompany w'll recerve notificatior by emal whon this s avaiable

© Provis‘analdates
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SHAREHOLDER INFORMATION CONTINUED

SHAREHOLDER QUERIES

DIVIDENDS

The Company’s share register is
maintained by cur Registrar, Equiniti.
Shareholders with queries relating to
their shareholding should contact Equiniti
directly using one cf 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 online platform provided by
Equiniti. Registrationis a straightforward
process and allows shareholders te:

— Signup for electronic shargholder
communications.

— Receive trading updates and cther
electronic-only broadcasts by the
Company via email.

-~ View all of their shareholdings in
cne place.

— Update their records following a
change of address.

— Have dividends paid into their
bank account.

— Voteinadvance of Company
general meetings.

MB8S encourages shareholders to sign

up for electromc communications
(“e-comms”) as the Company has found
this creates a more engaged shareholder
base. For example, following the move
from paper tc e-comms as a method

of soliciting Shareholder Panel

member interest, we have received

217 enquiries from those registered for
digital communication compared to

26 paper-based enguiries. This is just

one of the most recent examples that
supports our approach of encouraging
shareholders to manage their shares

and engage with the Company digitatly.
The reduction in printing costs and paper
usage also makes a valuable contribution
to our Plan A commitments.

To find cut moere information about the
services offered by Shareview and to
register, please visit shareview.co.uk.

Further to the announcements made

by the Company on 20 March 2020 and
again on 28 April 2020, the Board will not
be making a final dividend payment for
the 2020C/21 financiat year.

DUPLICATE DOCUMENTS

Many shareholders have more than
ane account on the Share Register and
receive duplicate documentation from
us as aresult. If you fall into this group,
please contact Equiniti to combine
your accounts,

SHAREGIFT

If you have a very small shareholding
thatis uneconomical to sell, you may
want to consider donating it to ShareCift
(Registered charity no. 1052686), a charity
that specialises in the donation of

small, unwanted shareholdingste

gocd causes You can find out more

by visiting sharegift.org or by calling
+44(0)207 9303737,

SHAREHOLDER SECURITY

Anincreasing number of shareholders
have been contacting us to report
unsolicited and suspicious phone calls
recetved from purported “brokers” who
offer to buy their shares at a price far in
excess of therr market value I1tisunlikaly
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 Lo as a "boiler rcom” The callers
obtain your details from publicly available
sources of information, including the
Company's Share Register, and can be
extremely persistent and persuasive.

Shareholders are cautioned to be very
wary of any unsolicited advice, offers to
buy shares at a discount, sell your shares
at a premium or requests to complete
confidentiality agreements with the
callers. Remember, if it sounds too good
to be true, it probably is!

More detailed information and guidance
1s available on our corporate website.

We also encourage shareholders to read
the FCA's guidance on how to avoid scams
at fea.org.uk/consumers/protect-
yourself-scams. An overview of current
commen scams is available on the Action
Fraud website actionfraud.police.uk.

AGM

This year's AGM will be held and broadcast
from Waterside House on 6 July 2021.
The meeting will start at 1lam.

Following the success of the 2020

digital AGM, the 2021 AGM will again

be broadcast online from Waterside
House. We strengly encourage
shareholders to participate inthe

meeting electronically by accessing

the AGM website, https:/fweb.lumiagm.
com. Further details can be found on page
207 of the Notice of Meeting and in the
user guides on pages 208 and 209.

The meeting will also be available to view
conline after the event at
marksandspencer.com/thecompany.

M&S reserves the right toretain and use
footage or stills for any purpose, including
Annual Reports, marketing materials and
other publications.
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