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FINANCIAL OVERVIEW

CROUP PERFORMANCE (52 WEEKS)

GROUP REVENUE

STRATECIC PRIORITIES FOR THE YEAR

UK FOOD REVENUE

£10.4bn"**

UNDERLYING PROF{T BEFORE TAX

GROUP PROFIT BEFORE TAX

£ 5 . 4bn+3.l'i%

CLOTHING 8 HOME
CROSS MARCIN

£684.1m™>*

INTERIM AND FINAL DIVIDEND

£483.3m™™

55 .1%+245bps

UK CLOTHING & HOME
REVENUE

6.8p +11.9p' = 18.7p"*"

SPECIAL DIVIDEND

£3.9bn***

FREE CASH FLOW
PRE SHAREMOLDER RETURNS

4.6p

UNDERLYING GROUP EARNINGS PER SHARE

BASIC EARNINGS PER SHARE

34.8p +3.1%

1 Subpect to sharehalder approval

24.6p-17.2%

£539.3m™™

ABOUT OUR REPORTING

53 WEEK YEAR This year we are reporting
on the 53 weeks to 2nd Apnl 2016,

as every six years an additional week

15 inctuded to ensure that the year-

end date stays in Une with the end of
March In order to provide a meanngful
comparison with last year's 52 week
pencd, all financial movements are
reported on a 52 week basis, and
excluding the 53rd week, unless
otherwise noted All balance sheet

and cash flow Information 1s reperted
as at the year-end date

© Full details of the 53 week results can bo
found i the Financial Review p23

INTEGRATED REPORTING ‘We have set oul
Lo produce an Annual Report that meets
Ltheguiding principles of the Integrated
Reporling Council framework by
developing our reporting i severat key
areas These include improvements (o
our business model Lo betler show the

effective use of the resources and
relationships relevant to M&S a new,
more detaled look at our business
rnodel and how 1t drives value creation
through the interdependencies within
our busingss mapping our principal nsks
against Sur business model 1o
demonstrate the connectiity between
thetwo and the continued Unkage
between our KPIs and remuneration

OMLUINE INFORMATION We provide
comprehensive company Informaton
for our shareholders on our website,
including digital versions of all our
Annual Reports We encourage all our
shareholders to receve information
electronically as il enablas us to keep
themmformed about compary news and
trading updates throughout the year
© Follow the Etectrome Shareholdar
Commumication’ kink at

marksand spgncer com/investors

INVESTOR RELATIONS APP We have
upgraded our investor Relations app so
that IL1s now optimised for use across

all devices and on all operating systems,
including 10S and Android The app
displays the latest share pricenformation
and corporate news and contains financial
reports, presentations and wdeos

NAVIGATING THE REPORT In this docurnent
you will sea a senes of icons that
demonstirale how we ve inlegrated
nformation about our busmess model
and performance with details of our
principal aisks, rermuneration and Plan A
The icons atso tell you where to look for
further informatiaon, either i this report
orinour 2016 Plan A Report

© Our Plan A Report can be viewed at
marksandspencar com/fplana2oie

MANS RUEM

LOOKING READ UNKED TO
AHEAD MORE REMUNERATION




(3]
ANNUAL REPORT AND FINANCIAL STATEMENTS 2016

INTRODUCTION

M&S IS ONE OF THE
UK'S LEADING RETAILERS, WITH
1,382 STORES WORLDWIDE
WE ARE COMMITTED TO
DELIVERING SUSTAINABLE VALUE
FOR OUR STAKEHOLDERS AND
MAKING EVERY MOMENT SPECIAL
THROUGH THE HIGH QUALITY, OWN
BRAND FOOD, CLOTHING AND HOME
PRODUCTS WE OFFER IN OUR STORES
AND ONLINE, BOTH IN THE UK
AND INTERNATIONALLY

WHATS IN THIS REPORT?

[~ OUR BUSINESS [T GOVERNANCE FINANCIAL STATEMENTS
02 Ataglance 30 Charmans Covernance overview 86 Consolidated Inancal
04 Chairrnan's statement 32 Leadershup & effectiveness siatements
06 Chief Executive s strategic 32 QurBoard 90 Notes to the financial statements
& overview & 40 Nomination Committee Report 122 Company financial statements
g 10 Creating sustainable value g 42 Accountability 123 Notes to the Company financial
& 12 Connected value statements
w &1 42 AuditCommuties Report £ " d
5 gl &7 RiskinAction 126 Group financal recor
£| QUR PERFORMANCE §| 49 Stakeholder engagement
g 14 Marketplace g 127 SHAREHOLDER INFORMATION®
15 Qperating performance Z| 50 Remuneration
18 Key performance incicators 50 Remuneration overview
22 Financial review 52 Remunera:on at aglance
26 Ourpeople 54 Summary Remuneration Polcy
L. 27 Risk management 58 Remuneration Report

72 Pensions governance

*Directors’ report
Sharehotder mformation forrms part of the
78 Independent auditor’s report Dnrectors Report

71 Gther disclosures
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MARKS AND SPENCER GROUP PLG
STRATEGIC REPORT

OUR BUSINESS

AT A CLANCE

Quality, innovation and choice are
the hallmarks of our Food business,
which accounts for 58% of our turnover
We have 914 UK stores, including
222 owned and 349 franchise Simply Food
stores Our customers turn to us for
innovative, great value products, whether
they are looking for the convernence of
incredible food prepared for them, healthy
cocking nspiration or for something
cifferent to celebrate a special gccasion

0 Read more on p1S

FOOD REVENUE

£5.4bn ™"

NUMBER OF NEW LINES

1,7()() b

NUMBER OF CUSTOMERS

20.1 m +(L1m

CLOTHING & HOME

As one of the UK's leading retallers,
we sell stylish, high-quality, own brand
Wormnenswear, Lingerie, Menswear, Kidswear,
Beauty and Home products, serving
customers through our 302 full-lne stores
and website, M&S corn Our Clothing
& Horne business accounts for 42% of
our turnover We are the UK's largest
clothing retailer by value and we have
rnarket-leading positions in Worenswear,
Lingerne and Menswear

© Read more on p15

CLOTHING & HOME REVENUE

£3.9bn ™"

MAS COM SALES

£791 . 5m1 +23.4%

NUMBER OF CUSTOMERS

24.7m "

1 Total M&S com sales ncluaing Food and iekernational
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INTERNATIONAL

We have 468 stores across Europe,
Asia and the Middle East We operate
through three different business models
- owned, franchise and joint venture -
to bring our quality Clothing & Home
coliections and Food ranges to our
international customers We also have
a growing international online business
delvered through localised owned
and franchise websites and through
partnerships with leading marketplaces

O Read more on pl6

INTERNATIONAL REVENUE

£1.1bn™

INTERNATIONAL STORES

12 net
468

stores

TERRITORIES

58

PLAN A 2020 0

For 132 years, our customers have trusted
M&S to behave In a responsible way
The commitments we make through
Ptan A ensure that we make a positive
dfference, whether it's sourcing
responsibly, conserving energy,
reducing waste or supporting the
communities we serve In a world facing
rapidly growing environmental and socal
challenges, we believe we can make
a difference by leading the way on
truly sustainable change

O marksandspencercom/plana2t16

TOTAL PLAN A 2020 COMMITMENTS

104

COMMITMENTS ACHIEVED  COMMITMENTS NOT ACHIEVED

57 5

COMMITMENTS ON PLAN COMMITMENTS BEHIND PLAN

40 1

COMMITMENTS CANCELLED

1
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CHAIRMAN'S
STATEMENT

We are focused on strengthening
our position as a modern, profitable business
rooted in fulfilling the needs of our customers

04
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OUR BUSINESS

ROBERT SWANNELL CHAIRMAN

INTERIM

FINAL

TOTAL DAVIDEND FOR 2015/16

6.8p 11.9p 18.7p

PAID ON 8 JANUARY 2016

OVERVIEW

At the end of the financial year Marg
Belland retired as Chief Executive He was
succeeded by Steve Rowe at the beginning
of Apnl 1would like to thank Marc for
leading the company through a penod

of necessary modermisation over the pasl
six years Much essential work has been
done during Mare s tenure Lo build our
infrastructure and capabitities particularly
i support of the online and digital
elements We are a more capable company
with significantly improved digital design
and sourcing skills in Clothing & Home
andindustry leading performance and
outstanding nnovation in Food MAaSs
now better equipped to meet today s
customer needs

The start of Steves tenure in Apnt
opened a new chapter which will see us
continue Lo accelerate the pace and scale
of change across Lhe business The focus
will be on execution and implementing
the actions required to complete the
transformation of M8S s infrastructure
and its business to compete effectively
in a modern, chgital age

A NEW CHAPTER

Steve has a deep understanding of M&S,
having worked at the company for over

25 years He has been a Board member
since 2012 and has a proven track record of
delvering results He also understands the
need for change It s this insider knowledge
coupled with an appaute for transformation
that makes him uniquely qualified (o lead
our business forward

TO BE PAID ON 15 JULY 2016

Steve s straightforward authentic and
decisive These are qualties that wll

carry our people with him These gualities,
together wiih his ¢lear focus onour
customer simplicity and teamwork, are
the reasons Steve was chosen tolead the
business Under his leadership, our aimis
to again become as distinctive in Clothng
& Home as we now are in Food

PERFORMANCE

EXCLUDING SPECIAL DIVIDEND

Qur performance dunng the year was
mixed We delivered a good performance
in Food and a substantial improvernent
inour Clothing & Home margins, but
Clothing & Home sales were not
satisfactory The overallresult is Lhal
underlying profit before {ax rose by 3 5%
to £684 im, although due ta non-
underlying lems of £200 8m statutery
profits were down 195% to £483 3m

In Food we had another strong year,
despite the market remaning extremely
competitive Cuslomers continue Lo be
drawn to our distinctive offer They love

our high levels of newness and innovation
and our emphasis on conventence As
planned, we were able ta grow the business
profitably including opening 75 new Simply
Food stores, which are perfarming strongly

Our Clothung & Home business
underperformed Allhough it delivered
significant margin gains due to betler
design and sourcing skills, our sales
performance was unsatisfactory

Steves number one priority 15 1O return
Clothing & Horne to sustainable profiable
growth With hus direct controlof the
dwision and his detailed understanding of
the issues « faces this underperformance
1s beng addressed as a matter of urgency

ME&S com oulperformed the market and
it continues to reap the benefits of the
investment made over the last few years
Performance agamnst all metrics improved
dunng the year Our Castle Domngton
autemated distnbution centre has
significantly strengthened our
infrastructure and its performance Uhs
year exceeded our plans Over the year
we saw sales {hrough mobite and tablets
grow strongly as customers shopping
behawviour ¢continges Lo evolve

Our International business faced
significant headwinds due to currency
fluctuations, the stowing global economy
and geopoliticat unrest alongside some
operational challenges Although we

saw good growlh in Incha, our business In
Europe s not producing satisfaclory
returns We are leoking at every part of
our international business to make sure
our strategy remains relevant

VALUES AND PLAN A 0

Qurvalues of tnspiration innovation
Integnty and In Touch are &5 important

to us as ever The work we dom
communities and the steps we take to
help disadvantaged people into work are
daily proof that these values are authentic
Trus year over 1000 of our employees

took part in Spark Something Good,

a co-ordinated senes of community

and charily action days in ciies across

the UK Amang the many charnities we were
delghled to support this year was Style
for Soldhers, an organisation thal prowvides
bespoke oulfits for wounded servicemen
Nine years after iLs launch, Plan A continues
tanfluence Lhe docisions we make

Our work with our suppliers and olher
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THIS YEAR'S REPORT - KEY FEATURES OUR GOVERNANCE PRINCIPLES

Wa continue to keep the structure of our
reporung sute under review, in ine with our
ambition to encourage more shareholders to
use digital communcations and to therefore
raduce the number of documents we pant

In bne with our simplfied management structure
and approach we have updated how we report
on gur performance, with a new combined
Operaung Performance chapter that focuses

on our products and how we serve and gngage
our customers

The report focuses on ensunng key messages
are easy to locate, and addressing the factars
that have impacted the business duning the
year and the factors that are most itmpaortant
to the business s long-term prospects

We consider this report to be far, balanced
and understandable It 5 a reflecton of how
w@ operate as a busress and how the Board
has served its stakeholders

We beteve this practical approach 1s authentic,
mwearungful, wilt support our perfarmance for
the long-term and should protect the trust and
integnty of our values, and the MAS brand

The GCovernance repart provides

LEADERSHIP © Sce pla

-3 A ctear and honest review of the year;
-> The outcome of our Board Evatuation,

> Greater disclosure around Board discussions
and associated actions,

=¥ Our approach to the assessment of the
lang-term viabiity of the business, and

-3 Qur approach to rak and risk oppetite
As a Board we regularty discuss and debate

> Strategy and - Cyber and IT
company -3 The MAS brand
performance
=¥ International
- Culture and
behaviour ~ Supply chain
-3 Succession planning ~> Risk
-3 Ecommerce -~ Property
=>Plan A 2020

© Sen Governance Secton p32-77

Board members nigorously challenge each other
on strategy, performance responsibiity and
accountablity Lo ensure that the decsions we
make are of the ughest quatity

EFFECTIVENESS © Soe p39

The Board s performance 1s scrutinised in an annual
elffectiveness review This éxarmuines tha progress
we are makmg aganst our plan our collectve and
indmviduat effectiveness, and tha independence of
our non-executive directors

ACCOUNTABILITY O See pa7

All of our de¢iians are discussed withinthe
context of thensks mvolved Effective nsk
management 8 central to us achieving ouf
strategic obyettives

EMCAGEMENT © Sac pa9

Mainta:ning strong relatonships with our
shareholders both private and institutianal
1§ erucial to achieving our aims We hald
numerous events throughout the year to
mantan an open dalogue with investors

stakeholders lies at the heart of our ethical
sourcing and provenance policies These
are pivotal elerments in ensunng the trust
our customers place n usis soundly based

Domg the right thing 15 genuinety
embedded in this business Just as | beleve
that people should behave mthe nght way
towards ther naighbours, so | believe that
businesses should do Lhe nght thing in ther
local commurities and thss facus onocur
customers and communities will continue
under Steves leadership Plan A and our
strong values guide how we behave

SUCCESSION

Since | became Charrnan | have had
a consistent commitment to focus on
our people and succession planming
Qur people are Lhe backbone of our
business and identifying tatent and
supporting development continues
to be one of the Board s key prionties

At severalmornents during the year

our execulive team succession planning
and processes were tested and proven
to be robusl This approach to succession
has allowed us to replace and reallocate
responsibibilies quickly and seamlessly,
reacting to both planned and unplanned
changes Steves appointment as Chief
Executive 1s an exampte of this m action
The appointment was the culmination of
very careful discussion and preparation,
with partricutar emphasis on both Steves
development and our top talent over

3 number of years The Board s grateful
1o Marce for his planning, enablng the
Nomnation Comemittee to wark carefully
and systematically on hus succession The
Committee assessed external and inernal

candidates thoroughly and at the end of
what was an exceptionally rigorous process,
we wore unanimously convinced Steve was
the best candidate

The shape and composition of your Board
has changed significantly over the year

We now have fewer executive directors and
a more streambned reporting structure

We have strong, compelent leaders runming
our Business Units and our new structure

1s ssimpler, more agile and reflects the trust
we have in our tearns to debiver

BOARD CHANGES

N July John Dixon, Executive Director of
General Merchandise, resigned and left

the business to pursue career opportunitics
outsite the Company [ would like to thank
John for hus service over many years and

his rmany contributions to Lthe success of
the business in that time

In December, Andrew Fisher the Chairman
of Shazam one of the world s leadng chgital
businesses joined our Board as a non-
executive director Andrew brings strong
digital, customer insight and iInternational
expenence with im He has joined our
Nornination and Audit Cornrmuttees, and

| would ke to extend him a warrm welcome

Martha Lane Fox, who has served as anon-
executive director for ine years, stepped
down from the Board in April Martha
brought the perspective and energy of

an entreprencur to the role and made

a difference 1o our business well beyond
her strong digital background 1 would ke
to thanrk her for her major contnbution

SHAREHOLDER RETURNS

Our dividend policy remains a progressive
one, with dwidends broadly covered

twice by earmings We intend to pay a final
chvidend of 11 9p, taking the total dwidend
Lo 18 7p, up 3 9% on last year In addition

a special dvidend of 4 6p will be pawd at the
same time as the final dvidend

LOOKING AMEAD (=)

People and succession planning will
remain one of the Boards Lhree priorities,
alongside strategy and its execulion,

and values Much of our forus will be on
supporung Steve and his Leam as Lthay
implement their plan to improwve our
Clothing & Home performance and make
us amore profitable and vatuable business
for our shareholders M&S has evolved
signficantly since |jotned as Chairman

and there will be further changes ahead

as we strengthen our postion as a modern,
profitable business rooted in fulfiting the
needs of our customers in a digital world

Firally, | would bke to thank all aur
employees for Lherr hard work | spend as
much time as possible withemployees at
all levels in our offices and stores all over
the country I have atways found our people
to be professional, posiive and dedicated
to our customers Wherever they work, they
show huge pride in working for this urique
business and I would tike to extend my
gratitude to every one of them They are
what makes M&S genumnely specral

AROBERT SWANNELL CHAIRMAN

OUR PERFORMANCE

COVERMNANCE

FINANCIAL STATEMENTS
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OUR BUSINESS

EXECUTIVE'S

STRATEGIC UPDATE

We are at our best when we are completely focused
on our customers My plan s to keep things
simple by putting them at the heart of M&S -

every decision starts with them

STEVE ROWE CHIEF EXECUTIVE

QOVERVIEW

lam really proud and privileged ta be your
new Chief Executive The most important
thing 1ve learnt in my 25 years at M&S1s that
we are at our best when we are completety
focused on our customers My plan s to
keep things simpte by putting our
custorners at the heart of this business

Ive worked in every part of M&S, from the
shop floor to leading Retailand M&S com,
from Menswear merchandising Lo runmng
our Food division and rmy most recent
position as Executive Director of Clothing
& Home | care passionately about the
company and L5 SUCCesS

Before | talk about the futlure, el me
address our immediate past Qur
performance over the Last year was mixed
Whitst we continued our great performance
n Food the performance of our Clothing
& Home business continued to be
unsatisfactory Our International business
also had a challenging year and was
affected by numerous issues, both nternal
and axternal Overall Croun proft was
impacted by a number of non-underlying
items, which this year include impairments
in our International business our UK store
portfolic and arewew of our Clothing &
Home buying and rmerchandising system
There are further details onthesenihe
Financial Review on page 24

Iwant MaS Lo play a leading role in the
future of UK and international retalling

and 1 want it Lo have a clear and suslainable
path When my appomimenl was

Cur values underpin everything we do

announced in January Timmechately

set about ganing a deeper understanding
of why parts of the business have been
underperforming | asked myself and the
team a series of exarn questions about MES
How can wa understand our customers
betler? Is our current structure right far
the company s future? What are the growth
opporturibies in Food? How do we recover
and grow our Clothing business? What do
we need to do torespond Lo the rapidly
changing consumer ermaronment, both i
the UK and internationally?

Answerning some of these questions and
tackling the 1ssues will take bme But others
are more easty answered We have set

out tha lrst phase of our plan we
addressed how we can beller understand
our cusiomers and what M&S means to
them we cuilined ourimmediate plans to
address recovery and growthin Clothing
& Home we talked about our Food growth
opportunity and we launched a review of
our cost base Details of these are below
and we llreport back in the autumn on
the other Key areas we arg stil reviewing

If | was asked to sum up what M&S means
to mein one word |d say special MaSis
a fantastic brand that has a history of
serving our nation wath fantastic products
That 1s why we believe in making every
moment special for our customers

QUR CUSTOMERS

Our customers are now at the heart of
everything we do This means that every

decision starts with them Our actions are
driven by listering Lo what custormers tell
us not by what we think 1s night for themn

We know who our customers are and we
value every one of thern MBS serves 322
rmiltion shoppers a year, equivalent to over
hall the UK population and two-thurds of
s adults 201 mulkon of those customers
buy our Food, which means we have an
opporturaty with the over 12 milbon who
dont 58% of our cusiomers are fermale
and around half are over the age of 50
Qur most toyal customers account for
around 11% of spend Looking at who our
customers are and how they shap with
ME&S 15 crucial to our fulure We needto
make more of M&S more relevant 10 our
customers more often Thereremain great
opportumtes for growth

© Read more on po8

CLOTHING & HOME

Cur Clothing & Home dmwision has many
strengths we have leading market sharesin
many categones, perceptions of our qualty
are hugh and customers like many of our
nnovations But as Lhe UK ctothing market
has grown and changed in recent years,

we have consistenlly underperformed

Clothing & Home has been my focus
since | took over running Lhe diviston in
Sceplember 2015 and turning aroundts
per{armance 15 my number one prionty

We took immediate action in some key
areas Wernproved avalability, sharpened

INSPIRATION INNOVATION

We aim to excite and inspire our customers

We are restless in our aim to improve things for the better




<4 PRIORITIES TO ADDRESS

FOCUS ON PUTTING CUSTOMERS AT THE
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HEART OF M&5 AND DRIVING SALES GROWTH

nting actions to recover and grow Clothmng & Home
-—) Re-establsh style authonty focus onproduct Quality and fit
=3 Restore price posthion towenng prices and reduced

promotional stance

- Enhanced customer expenence sharper ranges better

avalabibty and investment m store staffing
Continuing to grow Food business

- Build on strengths facus on quality infnovation and choce
= Commitment to value cradentials competitrve pricing

while mantaining margin

=» Improved convenience extended Simply Food store

opening programme

Drniving profitability for sharsholders
= Continued tght control of costs and cash
->» Focus on shareholder retums

Additional strategi¢ questions including International, UK store

estate and organisation to be answered n the autumn

CUSTOMER AND BRAND

RECOVER AND CROW CONTINUE TO GROW
CLOTHING 8 HOME FOOD
UK STORE
ESTATE INTERNATIONAL | ORCANISATION | COST REVIEW

FINANCIAL PLAN

our price ponts and reshaped the structure
of our Wormnenswear team 1o better reflect
the way our customers shop This new
structure means that garments are now
bought by product category —suchas
skirts shirts or trousers - rather than by
M&S Coltection and the sub-brands, such
as Autograph and Liruted Edition This way
we reduce needless prolferation We have
also dropped General Merchandise as
the catch-all name for the non-Food half
of cur business we should be using the
sarme language as our customers to
describe our business

We have a lot more to do We hava been
giving Customers oo many reasons not

to shop wnthus They tell us that we have
not got the balance between Fashion and
style right and that we dont offer enough
chowce They say that we are sometimes too
expenswve and that our stores are difficult
to shop In addition, we know that our
internal structure has meant that we have
not pursued areas of high growth quickly
enough Our plan this year 1s to address the
root causes of these 1ssues We will continue
to \ower prices across the board and reduce
the number of prometions We will put
increased emphasis on contemgporary
stybing rather than slawvishly following
catwalk trends, and we witl focus on
innovations that are genuinely useful to
our customers

We know that our customers want to feel
that they re getting great value every time
they shop with us 1t 1s for the customer —
not us - to decide what constitutes value

But | would say that the equation
custormers use when assessing value s
satisfaction minus price Dnd they enjoy
therr expenience? How geod s the product?
Does it fit well or taste good? How was

the service? These are the buiding blocks
of satisfaction Once the cusiomer has
assessed these, she can subtract the

price and deterrine whether shes
received value

FOOD

In our Food division we have an engine

for sustained, profitable growth The
opportunity remains for us to grow our
Simply Food store network in Lhe UK and
nternationally as we strive to make every
food moment special for our customers
around the world We will continue to
mnovate, with an emphasis on health,
convenience, special occasions and gifting
We will offer customers real choice by
carefully tailoring our ranges to the
location of the store and the rmussion of the
shopper Whether they want a pork pie or a
superfood salad a pint of milk or a chicken
tikka prepared meal, we wil strwve tagwe
them the best there s In additionto the
250 Simply Food stores we have already
commutied to we will open a further 200 by
the end of 2018/19 to make our great food
offer accessible to even more customers

COSTS

We wll continue to be prudent on costs

in sorme cases, our processes have becorme
too complicated and we continue to review
the way we work with a view Lo simplfying it

We will use any cost savings torvest in
more store colteagues After all, they are the
pecple who are closest Lo our customers

OUR PEQPLE

Fairness and consistency are iImportant
lome |believe in rewarding people for
success, wherever they work in the
company We have reviewed how we
reward our employees 2nd have proposed
a new approach to pay and pensions

The propesed pay changes, which would
make us one of the best payers in UK
retail, would reward cur peoplena farr and
consistent way and include proposals for
a sigruficant base rate increase for our
Customer Assistants The proposed new
approach to pensions would ensure we
offer all ernployees L he same Defined
Contnbution Schermne, a competitive
pension scheme Lthat 1s sustanable for
the future Members of the Defined Benefit
Pension scheme would not lose any
benefits they have previously earned

and would be auto-enrolled Into the Defined
Contnbution Scheme We have started

a penad of consuttation with National
Business Involvement Group the
appropriate reprasentatives within

M&S s network of elected employee
representatives on both of these
proposals and will isten carefully to therr
feedback | believe that these changes
wauld meanwe can offer one of the best
pay and benefit packages in UK retail,

50 we can keep retarming and attracting
the best people to our business

INTECRITY IN TOUCH

We alurays strive to do the nght thing We listen actively and act thoughtfully

w
v
ut
&
=2
5]
13
2
[=]

OUR PERFORMANCE

GOVERNANCE

FINANCIAL STATEMENTS




LOOKING AHEAD

There are many areas of our business that
we are still reviewing In the autumn we

will repert back on future growth channels
We will also grve an update on the plans
for our UK store portfolo and the shape
of our Internatienal business

lwrote at Lhe start of Lthis section that
lam proud to be your CEQ Id ke to
tell you why

Ever since | started working for this great
company over a quarter of a century ago
as a Saturday boy in the Croydon store,

| have seen how it has improvedthe qualily
of peoples lives through innovation ang
giving customers what they want M&S s
responstble for hundreds of high street
firsts that are now part of everyday lfe,
frorm fresh pasta and avocados to machine
washable bras and Lycra M&S has brought
abetter quatty of Ufe 10 1he nalion

| have had a wonderful M&S career Lo dale
and am privileged Lo have worked in almost
every department of the business 1ve
never had a job 1didnt enjoy And | ve seen
first-hand how MBS can be a force for good
we have led the way m sustanabilily and,
through Plan A, this wsll continue

The only trme we have stumbled ag
acompany s when we ve become
ntraverted, tost sight of the customer
or failed to keep pace with modern living

People who know me will tell you
that | believe i smplcity, honesty
effictency and leamwork More than
anything, | believe in our people
throughout the company

M85 15 a special company Our food is
specal Our clothes are special Our pecple
are special Plan A s specil | am proud

of the role that M&S has played in peoples
lives | want to be equally proud of the

role it plays n the future

STEVE ROWE CHIEF FXICUTIVE
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CHIEF EXECUTIVE'S STRATEGIC UPDATE

CONTINUED

< UNDERSTANDING OUR CUSTOMERS

Analysing our customers reveals that we growth We have beenin bsten mode and
have three clear groups, defined by how we have heard some common reasons for
frequently they shop with us and how much  why customers are not always choosing
they spend, and we bebeve that tapping MBS, and now understand how to use these
into these behaviours and reconnecling

to reignite their affection and becormne
with our customers will help us to deliver more relevant more often

BY UNDERSTANDING OUR CUSTOMERS..

CUSTOMERS CUSTOMER CHARACTERISTICS
WOMEN BOTHFOCO & SHOP A
Total CLOTHING SHOPPING SINGLE MISSION
S 58%  30%  90%
° 30% b
OVER'S0 MEN UNDER 35

32m

54%

~AND THEIR SHOPPING HABITS..

42% 22%

CUSTOMER by typa CLOTHING .
R VISITS SPEND VISITS SPEND
Oceasional per year per wisu pox year per wpt

22m 2 fl14

4 f£9

8 £28 1M £19

£25 75

JWE WILL DELIVER WHAT OQUR CUSTOMERS WANT..

iNFOOD
= Further ahcad ontrends

£14

IN CLOTHING

< Afocus an style rather than fashion
-3 Better {it that flatters

- Better avadabiity

-3 Clearer pncing and value definilion

= Inspire with recipe ideas

- More adventurous mud-week

= More personal
- Inspirng and eftortless expenence

=» Inspiring and effortless expenence

~INCREASING OUR CUSTOMER VISITS AND SPEND.




LEADERSHIP TEAM

We are commitied to putting our 32 mullion
customers at the heart of everything

we do Simplicity and teamwork are kay

to us achteving this

We recently implemented a streamuned
management structure that allows Ls

to work as one team, in a simpler and
maore efficient way at pace and wath vigour
This new structure coupted with a new
emphasis on fact-based decision-making,
means that we are detter able to focus

on our customers requirements

As part of the changes we reorgarised
the responsibilihies of our executive
directors Patnick Bousquet-Chavanne has
become Executive Director Customer,
Marketing & M&S com and assumed new
responsibilities for M&Scomand Plan A
MHelen Werr, Chief Finance Officer, has
assumed responsibiity for Strategy
Implementation Consequently, our
tnternational business will now repaort
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directly nto me We look forward to
welcoming Laura Wade-CGery back from
her maternity leave in September 2016
and we will update an her responsiblities
onher return

We are estabushing a tighter Operating
Committee of eleven to replace the former
Management Commuttee Thus team will

be accountable for the day-to-day running
of M&S and for the development and
execution of our strategy

Joinng the Executive Directors on the
Operating Committee are Andy Adcock,
Food Director Jo Jenkins, Womenswear,
tingerie & Beauty Director, Sacha Berendy,
Retaill Director Paul Friston, international
Director, Dormimic Fry, Communications &
Investor Relations Director, Simmone
Haywood Acting HR Director, and
Amanda Mellor, Group Secretary and

read of Corporate Governance

We know that every decision we make must
be for the benefit of our customers, our
ernployees and our shareholders Qur first
priorities are to turn around our Clothing

& Home business and grow our Food

offer We will do this by using customer
intellgence and data to drwve our decision-
making By stening to what our customers
tell us, we can give them more products
that excite them and we can belp to make
every moment special | believe that at
MAS we know more about our customers
than we ve ever known before, by
harnessing this nformation, we can make
the night decisions and act with clanty on
oehalf of everyone who shops with us

There 15 a new ethos of collective
responsibility among the serior leadership
team, from our unstinting attention to our
custormers needs to the importance of
acting as a team We are totally algned in
our approach to do everythinginthe

best interests of our customers

QPERATING COMMITTEE

Steve Rowe Helen Weir Patnck Bousquet-Chavanne Laura Wade-Gery

Chief Executive Chief Finance Officer Executive Director, Customer, Executive Drecior,

Markeung & M&Scom Muiti-channel

Andy Adcock Jo Jenkins Sacha Berend) Paul Friston

Food Director Wornenswear, Lingerie & Retal Director International Director
Beauty Director

Dominic Fry Senmone Haywood Amanda Mellor

Commurucations & Investor Acting HR Director Group Secretary and Head

Relations Drrector of Corporate Covernance

w
n
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OUR BUSINESS

CREATINC
SUSTAINABLE VALUE

OUR BUSINESS MODEL

We create long-term value through the

OUR RESOURCES & RELATIONSHIPS

@ FINANCIAL

effective use of our resources and relationships
We manage these in line with our core values of
inspiration, Innovation, Integrity and In Touch

These values influence how we behave and they
run through everything we do -they make the

Cenerating returns for
our stakeholders through
effective management of

our linancial rescurces

"

M&S difference making every moment special
through the products and services we offer

our customers In the UK and internationally

OUR PRODUCT & CHANNELS

Mantaining our channels and
supply chain infrastructure to
meet custcmer demand

o

OUR INTELLECTUAL CAPITAL

Strengthening our brand through

creation and protection of our
intellectuai property

LISTEN & RESPOND

Activities Qur customers are our most
important stakeholders Through detailed
understanding of therr needs and changng
pehaviours, we can achieve our core
purpose of making every moment special
Our Custorner Insight Unit analyses
feedback from over 60000 custorners
amonth We also gather insights from

our team of over 65,000 employees who
serve custormers in our stores Furthermore,
we engage with over 5 million followers
daily on social media By continually
analysing what they tellus we can equip
our people with the nsight to learn and
adapt to meot our customers needs

Outecome Knowing what our customers
want helps us tallor our praducts, channels
and services around them so that they
have mora reasons to shop with M&S

i

STRATECY & PLANNING

Activities We create long-term sustainable
value through the delivery of our sirategy
and prudent iinantiat management

We wil continue to Invest in the business

to support future growth whilst tightly
controlling costs It 15 not only financial
resources that need efficient management
-1t s naturalresources too Through Plan A,
we are evolving a more sustainable way of
retaiting Plan Ainfluences every stage of
our planning and infuses all that we do

OQutcome By strengtherung our fmancial
position through the delivery of mproved
profits and strong cash flow, we are
improving returns to shareholders

DEVELOP & DESICN

Activibes By cullivating talent arnd
harnessing our people s iIdeas, we ¢an
contmue 1o develop the delitious

and stylish products that our customers
love 65% of our clothing ranges are now
designed in-house and this will rise to 70%
as we contnue to create value from our
ntellectual capital The skills i our Food
team cover the breadth of the ndustry,
from nutntion to manne bology, and our
product developers are experls in scouring
the world for the latest trends and flavours

Outcome Direct design gives us greater
flexibility and control over how we source
50 we can better respond to the market
and custorner demand The expertise in
our Food team gives us the authonty to
delver the new and exciting products
that drive sales

&

~

~
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FIND OUT MORE

© Read more about Ruk on p27-29 O Read more about KPis on plg-21

© Read how our business model creates Financial, Non-financial and Strategic value on p12-13

OUR BUSINESS MODEL

(sVEN & RESPOND
AW

INSPIRATION

CORC
PURPOSE

IN TOUCH
Listenactively
andact
thoughtfubly

MOMENT
SPECIAL

INTEGRITY
Strivetodo
the nght thing

PLAN A

SOuRcE & BUY

Aimito excite and
nspire our customers

OUR RESQURCES & RELATIONSHIPS

things forthe

© OUR PEOPLE

Oeveloping our empioyees
and therr knovdedge

€8 OUR STAKEHOLDERS
Building and nurtuning relationships with
our customers and suppliers, and in the
communities in which we operate

() NATURAL RESOURCES

Sourcing responsibly and using
natural resources efficiently

THE M&S DIFFERENCE

SCURCE & BUY

Activities A sustainable supply chainis
koy to crealing sustanable value Qur team
of 450 emnployees in mne regional sourcing
offices in our key clothing sourting markets,
ncluding Bangladesh and China, are
responsible for sourcing our products
efficiently and with Integrity, working
collaboratively with our buying and design
tearns We have excellent relationships with
our Food suppliers, and have worked with
rnary of them for over 20 years, and some
for over 75 years All of our suppliers must
adhere to our Clobal Sourcing Principles,
which cover every element of workers
nghts and working conditrons

Outcome Cur sourang strateqy s
drrang margin improvements and we
are increasing the number of products
with 3 Plan A qualty

Vi

BRAND & SELL

Activities Our own brand model gives
us a significant competitive advantage
Cur products are developed by M&S far
MES By selling our own ungue produacts
under our own brand we forgelasting
relationshups with our customers They
know (hat we do the nght thing 73%

of our products have a Plan A attribute
We selt our products through our own
brand channels M&S stores and M&S com
The M&S brand is the thread that runs
through everythung we do

Outcome The value created by the MAS
brand is our key point of difference and
distinguwshes us fromour competitors

Activities We know that our customers
want great value every ume they shop at
ME&S Value s about much more than pnce
1ts also about experence So offering great
customer service s absolutely crugual to
maintaining customer loyalty, and we put
! at the heart of how we train and reward
our store teams Along with serving our
customers well, forging strong nks wath
Lhe commuruties i which they Live creates
tong-term value By supporlng causes
close to our customers and our peoples
hearts we ensure that these key
slakeholder groups work together for

the good of ther local neighbourhoods

Qutcome We have an increasingly
engaged workforce who live our values
of tntegntty and In Touch and who are
committed to our cusiomers

~

&

~

~

w
w
s
=
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OUR BUSINESS

CONNECTED VALUE

We are committed to delivering sustainable value for stakeholders
Here, we summarise how our business model drives value creation,
how the process 1s managed, and how we measure the value created

INPUTS

BUSINESS MODEL THE MMES DIFFEREMCE

CORE JECTIVES

Qut resoueces and relationships How our activibes dobver financial value

Group financial
objectives
Crow Croupeovenuge

Increase carmmgs
androturns

ACrOss Qur DUS 2% ¢ (122end)
Yy FRSOUTC &S ancd

£la” ONth PO " aard al

ngee’ NANG ot gt R LeL C vl

Sirong cashgonoraticn

+ Sen pis
FINANCIAL

CUR PRODUCTS
Non-financial & CHANNELS

objectives

Lnaace, serve and
el ain CusiGnMmers

Foster a shiled,
molivateciand
engagedicam

OUR INTELLECTUAL
CAPITAL

Sourcing roducts
wilhhanteynly

E5F cuerd el
1CSDONSISC ORCralIons

+ See P19

Strategic
objectives

' ‘ QUR
Drving growtn STAKEHOLODERS
Roaching cusiorners

Irngrovang ofitatality

+ See p20-2)

NATURAL
RESQURCES

1 Listen & Respond
uUnderstanding our customers’
changing needs informs

every product we make and
service we offer

? Strategy & Planning
Robust financial management
ensurgs we are able to continue
to invest in aur business and
delver profitable growth for
our shareholders

3 Develop 8 Design

HNaw ideas fuel future performance,
which s why attracting and retarng
the night talents central to the future
of our pusiness

4 Source & Buy

Wa capitalise on the strong,
long-term relationships we have with
our suppliers to delver efficiencies
raprove margns and drive
profitability without compromising
on the quality of our products

5 Brand & Sell

Our brand 15 2t the heart of the M&S
difference and we ¢reate vnique
products that dnive financial value

6 Sorve & Engage

We butd and maintain customer
loyalty by investing in customer
service and Unking it Lo our
employee benefits

How our activities detiver non-financial value

1 Listen & Respond

Qur customers trust o the MBS
pbrand 15 a key point of difference

We retan this competitive agvantage
by domng things in the most
respansible way —we do the work

so our customersdant have to

2 Strategy & Planning

We improve efficiency and reduce
waste across the business through
the effectrve use of our resource
and sourcing systems

3 Develop & Design

By cultwating talent and
encouraging entrepransurialism wa
have an engaged and autenomous
workforce empowered to develop
nnovative new products and ieas

4 Source & Buy

We are teading the way on sourting
products with ntegrty to exceed
customers expectations onquality
safety and sustanable sourcing

5 Brand & Sell

We have buikt our brand on robust
standards of responsiily sourced
products and services

6 Serve & Engage

We bring our brand to iife by dnving
engagement and participation
In-store online and through Spark
Somaething Cood

How our activities deliver strategic value

' Listen & Respond

By anatysing what our customers
want we ensureé our growth plans
are night for the future of MBS

2 Strategy & Planning

By carefully managing our property
portfolo we ensure we have the
right stores in the most convenent
Locations, Meanng we can reach
more customers and deliver
sustainable sales growth

1 Develop & Denign

By constantly improving product
quality and choice, we drive growth
by making M&5 more relevant to
our customersmore often

4 Source & Buy

Qur progress towards a move
fiexible and direct scurcing
operation s benefiting our Clothing
& Home margins

5 Brand & Sell

We sell our products through our
own branded channels empowerng
us with the abiity to groew and
develop them inthe way thatts

right for our custormers

6 Serve & Engage

The rationale behwnd every strategic
decision starts with our customer
and we drive a high-performance
culture bult around giving them
great praducts and service
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© Read more about our Strateg:c Update on p06-08 © Read mors about our Busmess model on P10.1

© Read more about KPis on p18-21

© Read more sbout Risk on p27-29

RELATED RISK FACTORS ACCOUNTABILITY QUTPUTS
Financal performance risks Financwl accountability Key finoncial moasures
Thereare a number of nsks related Croup revenue
1o how we delver financal value 9:?“9 Underlymng Croup PBT
1 Clothing & Home transformation OPERATING COMMITTEE Underlying earmngs per share
2 Changing consummer behaviours T~ Duwdend per share
4 Clothing & Home supply chain SENIOR LEADERSHIP GROUP Returnoncapitalemployed
and logrstics network Free cash flow{pre divicdle
s € Sec Covernanca on pa2-46 o )
S Mintegration © Soe KPIs plB

10 International
© Seo Risk p29-29

) See Remuneration p$2-53

Non-financial parformance nyks

Non-hinantial accountabilty

Kay non-financial measures

Thereareanumberof
nsksrelated tohow we delrver
non-financisl value

| Clothing & Home transformation
2 Changing consumer behaviours
3 Business ransformation
¥ Food safety andntegrily

8 Clothung 8 Home
ethical sourang

9 Cyber/information secunty
© Sce Risk p28-29

BOARD

+
OPERATING COMMITTEE

T
SENICR LEADERSHIP GROUP

ADVISORY
PLAN A COMMITTEE

T

OPERATIONAL
PLAN A COMMITTEE

© Sc¢ Plan A Report p24-2%

Total Food customers and average
number of shops per customer

Total Clothing & Howmie customers
andaverage number of shops
percustomer

Employee engagement score

% of products witha [+ ]
PlanAquality

Creenhouse gas ermissions
(tonnes)

Greenhouse gas emissions {(psf)
0 Sea KPIs p19

Strategx performance nsks

Strategic accountatabity

Key strategic moasures

There are a number of nsks related
tahow we deliver strateg value

1 Clething & Horme trangformation
2 Changing consumer behaviowrs

3 Business transformation

4 Clothing & Home supply chan
and logistics network

6 Food compeution
10 International

11 MAS com business resiience
© See Risk p28-29

@0ARD

¢.

QPERATING COMMITTEE

T
SENIOR LEADERSHIP GROUP

O See Covernance on pa2-46
© Seo Remuneration p52-53

Food UK revenue

Food gross margin

FoodLFL sales growth

WK space growth - Food
Clothing & Horme UK revenue
Clothing & Home gross margin

Clothing & Home UK LFL
sales growth

international sales
international operatng profit
Internalional space growth
MAScomsales

MA&S comweekly site visits
© See KPIs p20-2

OUTCOMES

Financial value created

06

Strong nrof Ls hud
O 0 C A% DOSKION

rarenondors

Ta 05 10 YOVer ey

Increaseclimvesimert

QPO bulios

Eerployec rowarcds

Nan-financiat value ¢reated

o000
Culurg whergmrovalins
anchagrily thrive

Better varmed ard fudy
commicd ernoloyees
SUronger 1e@lNs NG wilh
Supliers and Co I iies

Mar e d andeproucd
D G HTa TRV NA R+ IARA TS T o E RS

Y

Strategic value created

on06x

Growibn sates, orogluct
ranae and presenee

Supp schanef ooty

[ereased Cuslornet nase
wiLn proacderrrganpeal

re dyramic, onte
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MARKETPLACE

We are operating in changing times, so it 1s crucial that we listen to our customers
and keep a close eye on global trends Our Customer Insight Unit (CIU) analyses
responses from 60,000 customers per month By combining their views with detailed
market research and customer analytics, we can identify what is influencing
shopping behaviour and ensure we stay relevant to our customers

OVERVIEW

UK CLOTHING & HOME

Frorn a hign garuer in the year, consumer
confidence declined at the tail end of the
year as compeung factors played on
people s minds On the one hand, the
buldhng blocks of the UK economy have
remained solid house prices have nsen,
interest rates have remaned low and
unemployment has fallen On the other
hand, numerous macro factors have
gengrated wariness Uncertainty over the
upcoming EU referendum has caused
people to feel unsettled Cracks inthe
giobal econormy and fears over terronsm
have also weighed on sentirment

These differing perspectives were reflected
i our ClU research While customers told
us they were feeling more optimistic about
thewr personal financial situation, they

were simultaneously feeling more cautious
aboul the wider econaomic situation Trus
Lrnited whal Lhey were prepared o spend

UK FOOD

The UX ctothing market grew stowly thns
year,up 1 4% In an already compettive
market, the hugh street faced additional
pressures fromantense promotional actvity
and difficult weather patterns - it was wet
inLthe summer and warm in the autumn

Our Clothing dmision was affected by
boththese factors, and sales fellby 2 2%
However, our custorners also told us that
many of the problems were self-inflicted
Too many shoppers found it hard to locate
what they were looking for i our stores
They also said they coutd not rely on M3S
for their core wardrobe pieces We are
Listeruing to our customers and work 15
underway to set this nght Customers
continued Lo be impressed by our service,
our store employees were recognised for
beng helpful and polite, and the overall
SBrvice measure It our customer
satisfaction survey was Lhe highest ever

HOW OUR UK CUSTOMERS SHOP

Growth inthe UK food market has been
stuggish this year due to the highly
competitive market and the discounters
continued Lo grow market share However
our Food division had ancther strong year,
with sales continuing to grow ahead of the
market Our customers totd us they love
MAS food For being special and different,
and our performance saw our market share
strengthen from 4 1% to 43%

Customers told us Aihat newness s realty
wmportant to them and we continued to
innovate, ntroducing 1,700 lines over the
year In anincreasingly homogeniscd
market, our quably and uniqueness are
crucial points of difference

Events remamed sigruficant for us, from
seasonal celebrations ke Christmas,
where we saw record sales in the week
leading up to Christmas Day, and Mother s
Day, where we had record sales, to special
occasions ke a family barbecue Last
summer s Tastes of Lhe British Isles range
celebrated our food s provenance This
resonated with customers - sales rose
26% compared to Lhe equivalent range

n the previous year

How consumers shop continues to change
Britons are the iggest buyers of clothes
onbine in Europe Furthermore, Lheyare
shopping across different channels bke
never before Today s shopper may browse
on a tablet and buy on a deskiop computer
or research on a mobile and purchase on
alaptop Dual-screening inthe evening
where cusiomers are watching television
whilst shopping on their tablet, has become
the norm

As a connected retailer, we need tobe

as adaptable as our customers Qur
research shows Lhat tablets are particularly
sigruficant, with Lablet ownership at 48% for
35-50 year olds

Sales through tablets and mobiles grew
by 28% and 85% respectively Customers
said they find our sites inspirational, wilh
ntuitive designs and great photegraphy
60% of M&S com sales are delivered
through our Shop Your Way service where
customers coliect ther order in store

This has increased by 2% on last year,
showing that convenience counts

Custorners also told us they want ranges
talored to their shoppmng needs and n
convenient locations Our diverse store
portfolio 1s well set up to meet this need,
whether customers are shopping for
dinner that everung In a railway station
Simply Food or visiing one of ourtown
centre Food Halls n preparation for

a special event

Technology does not Just ncrease
converience - it also allows personalisation
Our Sparks membership club atlows us

to taor offers to our most loyat customners,
rewarding them with points inthe process
We continue Lo improve the personalsation
of our approach to ensure that i offers
members something distinct from
tradhitional loyally schermes

INTERNATIONAL

A challenging global environment of
unfavourable currency movements, faling
commodity prices, geopoltical unrest

and a fallering Chinese economy mpacled
our international profils We are working

on understanding more anoul our
international customers However, we do
know recogrution of the MBS brands
strong overseas and the international M&S
Lendon logo 1s wewed as representing a
stylish Britshness that resonates well Sales
showed our food s celebrated overseas
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OUR PERFORMANCE

OPERATING PERFORMANCE

OUR PRODUCTS - FOOD

Special New Different These are the
altributes that set our Food business apart,
and wera the reasons behund another
strong performance this year Sales rose

by 3 6%, 1o £5 4bn and we once agamn grew
ahead of the market Our aim of making
every food moment special was achreved
through the newness and quality of our
products Ina challenging and deflationary
market, our market share rose to 4 3%

Our strategic focus this year was

on offering reat choice and greater
convenience for aur customers We
concentrated on ensuring that each store
sold a range that was appropnate to its
location and size The proportion of our
customers who bought food for today was
42%, alimost four times higher than at cur
larger rivals, so we rolled out new formats
with a strategic focus on converuence,
including a new layout for some of our
smaller Smply Food stores, which focuses
more on our Food On The Move offer In
total, we opened 75 Simply Food stores in
the UK and seven cverseas

Priontising availabiity 15 key to ensunng our
customers are able to buy whal they want
when they want Cetting the batance nght
15 3 complex equation and this resulted in
sliohtly higher levels of waste duning the
wet weather in the summer and in the

run up to Christrnas, when we stocked

our stores in line with the trend of pur
customers shoppingincreasingty closer 1o
Christmas stsell This put some pressure on
rmargins but this was offset by our ongoing
work to drive operational efficiencies

We introduced 1,700 new products,
equivalent Lo 25% of our entire range

Our unrvalted nnovation means that
only 10% of our products are directly
comparable to our competitors This sets
us apart from the supermarkets Customers
looking for the convervence of ncredible
prepared food loved our new products,
whether we were introducing new cuisines
or reformulating old favouries Under our
Taste umbrella we launched new ranges
which included Creek, Lebanese and
Sparnish prepared meats We improved our
Indian range and redeveloped our pizzas
Sales of our top-tier pizzas - now prepared
N wood-fired stone ovens - rose 28% on

last year We had a strong festive penod,
with sales up 17% in the Christmas week
compared to the same week last year

Qur scores on qualty over this penod were
among the lughest ever and we receved
more awards than any other retailer in
Tried & Tested-style product press reviews

Healths a pnmary concern for our
customers and a tig growth area for us
The approach {0 healthy eating has maved
beyond short-term dieting and consumers
are now tooking for ways to follow everyday
healtheer bfestyles So our product
developrment team has been working on
enabling our customers to make healthier
choices Allof our bread now has added
fibre and vitamin B and we removed
confecuonary from bl points, replacing

it with our new Healthy Snacking range,
inwhich alliterns are Eat Well in regards
tofat, calores and salt

o Mantainng our pomt of difference in

a competitive market s centralto the
ongoing success of our Foad business
Miligating the impact of a changing
competitor landscape runs through every
element of our Food strategy, from our
focus on product nnovation and newness
to a store expansion plan shaped around
offering even more corwenience for

our customers

@ in October we announced a nationwide
unsold food redistribution scheme to
connect stores with local chanties The
scherne now bve in all our owned stores,
will help us achieve our Plan A target of
reducing like-for-like foad waste by 20%
by 2020 Separately, 48% of our product
volurne now comes from factones that
meet our Silver or Gold sustamabitty
benchrarking standard, while 73% of

our food items have a Plan A quality, for
example they are Fairtrade, arganic or help
our custormers choose a healthier UWfestyle

QOUR PRODUCTS - CLOTHING & HOME

Qur priorities in Clothing & Home were to
Improve our gross margin and grow our
sales Whilst we achievedthe former, with

a 245bps Increase, dniven by impraved
sourcing capabiities, we did not debiver on
the latter Sales fell by 2 2%, which mpacted
our market share mkey categornes This
performance was unsatisfactory The high

street clothing market had a difficult year,
with heavy promotional cycles and unusual
weather patterns But our performance
hightighteda number of challenges with
our core clothing offer and these were
compounded by Failures in execution

To address this we have set up a number of
cross-business unit workstreams to review
everything we do, from our products to our
prices Lo our processes These projects are
ongoing, bul we have already implermented
some changes Inorder to further

mprove our styling we decided that it

was important to have one clear vision of
our fernate custemers So we consolidated
the Womenswear, Lingerie and Beauly
businesses under one Director and
appointed a Design Director for these
divisions, with the aim of offening our
female customers greater consistency

The new ranges will arrsve in store later

this surmmer, arnd we are confident that

our customers will notice the difference

Our scurcing continues to improve, and
over 65% of alt aur products are now
created, designed and sourced in-house,
with a target of 70% Thus has led to greater
collaboration between our design, buying
and regional sourcing teamns, a key factor
inthe gross margin improvement At the
same time, our cuslomers told us our value
perceptions were slippmng $¢ we have been
sharpening prices across our ¢ore ranges
to ensure we remamn compelitive with the
market - for example, we lowered prices on
over 300 products in our Spring Summer
2016 range We are also working to improve
our avallability and ensure we are buying
inthe nght mux of breadth and depth -

our average launch availability for Spring
Surmnmer 2016 was 84% comparedto 61%
for Spring Summer 2015

We did eryoy a nurniber of successes this
year For example we achieved a record
market share of 33% in bras and 26 8% in
lingerie We announced the launch of M&S
&, a senies of urugue collaborations with
some of taday s most exciting designers,
brands and fashwon icons The first
collaboration - Archive by Alexa Chung -
saw 34,000 customers register thew
interest And despite the dipsin market
share, we remamed the overalt market
leader 1n clothing and footwear

OUR BUSINESS
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© 0 e take angorous approach 1o
maintaimng strict ethical standards in our
supply chain The standards we expect from
our supplers are cleary defined and our
regional teams in all the areas we source
from regularly visit our suppliers factories
to ensure our standards are upheld Since
2010 we have tramed over 762,000 supply
chain workers in subjects such as inancal
Literacy, worker nghts and healthcare We
understand that when people are treated
with respect, work tn decent conditions

and earn fair rates of pay, they, their families
and thew companies benefit Ullimately,
our customers benefit too, as they can
have the peace of mind knowing that we
are sourcing our praducts m {he nght way

INTERNATIONAL

Our Internahonal business had a
challengrng year We now operate in 58
markel s, with 468 international stores and
anonline presenceain 2 markets Like-for-
Like sales in our owned busnesses rose by
1% However, the combination of Euro
devaluation, challengng macro-economic
erwvironments and operational nfrastructure
challenges impacted profits which fell
396% Chinese economic growth slowed,
which affected the nurmber of Chinese
teunsts wisiting Hong Kong, geopolitical
unrest hit our franchise stores in Russia
Turkey and Ukraine, and fallng oil prces
impacted franchise stores in the Middle East
Qur Eurcpean performance was hit by the
adverse exchange rate as we absorbed the
addibienal costs rather than pass themon
to customers intugher prices We closed
our 12 stores in the Balkans, and a number
of stores in Western Europe and China
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OPERATING PERFORMANCE
CONTINUED

underperformed As a result, overall
performance was behind our expectations
and this resultedinan mpairment charge of
£102 4m which sigruficantly impacted
statutory profi

Whilst our Food sales grew by 23 4%,

our international performance in Clothing
& Horne was not salisFactory Our exposure
to emerging markets and weaker consumer
demand wilt remain into 2016/17 Some

of the internal Issues that affected our
Clothing & Home bustness in the UK were
alsa felt in our International operations

We are working hard 1o improve our
international supply chain as we suffered
from availability 155U08 In Some terntones

Despite these challenges we remamn
commttted to the long-term opporturnities
that exist internatwnally and we continue
to develop the shopping experience We
introduced a boutique in-store format,

al our new Brussels ltagship and rolled this
out successfully to a handful of stores in
Agis, Including our first store n Beyng

Our Indian business continued to perform
strongly and delivered doubte chgit Uke-for-
tke growth We opened eight new stores in
India and it now has the largest number of
MAS stares outside the UK

We continued to expand our standaione
Food presence internationally targeting
Hong Kong and Western Europe with seven
openings, more customers now have
access to our high-quality, differentated
food offer

As consumers Lhe world over are
increasingly choosing (o shop onlne we
are embracing this channet stuft and taking
M&S INlo new markets in a captal-ight,

low-nsk way Whilst sill 3 relatvely small
part of our business, our nternational
onbne business performed well We
Llaunched owned websites in seven
countnes,includmg Australia, and our
franchise partners atso launched hybnd
bricks and clicks stralegies We expenenced
solid growi h with the T-Mall marketplace in
China and expanded on the leading
marketplaces in india, Myntra and Flpkart,
benefiting from therr scale, nfrastructure
and local expertise

© Testing global economic conditions
pose a polential sk to our business
We henelt from the {ocal knowledge
prowded by franctuse and joint venture
partnerships and ensure we have a
sufficiently broad geographical spread
We are loocking at every part of our
International operations to make sure
our strategy s fit for the future

SERVING OUR CUSTOMERS

We constantly monitor and anatyse how
our customers shop Lo ensure we adapt

to their changing behaviour We want to
give customers as simple and enjoyable

a shopping expenance as possible
whichever way they choose to shop with
us Some 74 milbon customers shopped
through M&S com Lhis year, our highest ever
number The website saw record levels

of customer satisfaction Sales increased
by 23 4%, ahead of the market and we grew
our online market share

Two years after its launch MBS comis
easier to navigate and ncher in content
Customers Like our strong editorial voice
and find Lhe site both aspirational and

Q) we launched a new campagn 1o raise

E13Im over Lhe next frve years in support of
Breast Cancer Now It featured seven women
whose lives have been atfecied by the disease
Incollaboraton with Rosie Hunbingten-whiteley
welaunched a post-surgery bra the lirst inthe
Raoswe for Autograph range

Qur creative digitat division MAS Venture Lab
uses lear start-up Lechniques to expenment with
ways to mprove the shopping experience for our
customers Projects mclude TryTuesday com, an
online personal stylist service and the Cook with
M&S5 recipe app which includes clever features lika
trmers and a step-by-step cooking mode

°We teamed up with Style for Soldiers as the
charty s offical 1ailoruyg parlner, providing Suls
and shoes lor iryured seracemen tryng to get
back into work and embarking on new careers
David Gandy designer of our successful Davd
Gandy for Autograph ssamwear and loungewear
range s also an ambassador tothe charity




mnspirational - we saw a 33% increascin
visits to our Styte & Living editonial section
as we doubled the number of editanal
features, provichng fashion, beauty, home
and food inspiration for our customers
This benefits sales - the average order
value frorm customers who read Style &
Living 1s higher Cur tearns behind Lhe
scenes - from onine trachng to digital
marketing - are constantly looking at how
we can make the site better and easier to
shop We have increased the site s speed
and mproved navigation resulting in
improved customer satisfaction scores

M&S 15 a connected retater peaple shop
with us through a variety of channels, from
tablets to phones to desktop computers to
our stores Often, their journey will startin
one channel and end in another Mobile 1s
our Fastest growang channel - sales thraugh
mobile phones grew by 85% this year - and
we update our mobile site daily to ensure
we are constantly unproving the customer
Journey Despite this growth 60% of all
onbine sales are still picked up In store
through our Shap Your Way service This
tells us that our customers love the
convervence of multbi-channel shopping

© 25 our online business grows, the
smaoth running of M&S com s essential
to our success Our software engineers
can update our site daily and our command
centres in Lhe UK and Chennai run 24/7
to ensure MAS com always meets our
customers expectations We treat the
secunty of our customers and therr
persenalinformation very senously

We constantly monitor the ongoing
developments In cyber secunty and our

ANNLUIAL REPORT AND FINARCIAL STATEMENTS 2016

website 1s overseen by a dedicated secunty
team who ensure we have the controlsin
place to protect our custorners

In our stores, we have focused on providing
inspirational shopping envwronments

We have a total of 314 UK stores 302

full bre, 222 owned SIMply Food, 349
franchise Simply Food, and 41 Outlet stores
Over the year we opened seven new full
line stores We also continue to manage
our estate to ensure that we are best-
positioned in alocat market and in

the ptaces that are conventent for our
custarmers As a result, we closed 20 stores
which included relocating four stores to
better sites and consolidating our two
separate Peterborough stores into one

Service rernans key Last year, we
introduced an employee bonus inked
to service, and we are pleased that our
till-based custorer satisfaction survey
scores were the highest ever Our
employees have continued to focus on
PACK - Presentation, Avalability Cross-
seling and service and Knowledge - to
ensure that our stores and our service
are the best they canbe

ENCAGING OUR CUSTOMERS

Qur marketing activity continued to inspire
our customers across our Food and
Clothing & Home products by bringing
themn together under the Only M&S

master brand Inspired by the success of our
Adventures (n campaign, which was prased
by our customers for the way it celebrated
our aquality, creativity and expertise n Food
welaunched The Art of to celebrate the
craftsmanship in our Clothing & Home

ranges Both carnpaigns continued to have
a strong socal element We now reach over
5 milllon consurmers through our vanous
soct medha platforms, up from 26 milion
tast year The weekly readership for Style &
Living has reached 200000 Qur expanding
reach enables us to bulld positive sentiment
and create an ongoing buzz around the M&S
brand and our most popular products

Our Sparks members club s one of the most
mportant customer engagement intiatves
we ve launched in years Since its lBunchin
October, Sparks has attracted 4 milion
rmembers, ranging nage from 16to 103
Through tadored offers and personalised
content, we can reward our loyal customers
Inthe months prior to launch, we road tested
and refined Sparks with the help of over
100,000 customers We continue to look at
how we can enhance the proposition by
further improwing the perseralsation and
tailoring it even miore tO our Indmdual
customers Sparks has a compelling
business rationale toc It helps uste

increase members frequency of purchase,
encourages shopping between channels
and incentivises cross-buying Visits to the
MES website have increased from anaverage
of 65 millon per week when it lLaunched to

11 5 mullion per week now

°Sparks ties Inwth Plan A too members
earn 50 Sparks points each time they
Shwop unwanted clothing tems and we
donate Iptoa chanty of therr choice every
tine they shop with M&S Snce it lbunched
we have donated £649,000 to our charnty
partners, nchuding UNICEF and Macmillan
Cancer Support

We launched an orgamic whole dnnking coconut
complete with a umique patented ning-putt

Made from recytled coconut husk fibre and natural
resin the nng-pullss applied directly to the frut
resulting in the only coconut water on the market
that you can drink strasght from the coconut

Wa improved our Shop Your Way service to

make it even more convenent for our customers

We increased the number of stores where customers
can coltect orders to include our stores i transport
hubs speededup how long « takes to collecta
parcel and extended ordering times so customers
cen now place ther arder up to 8pm for free next
day store collecton

We continued to Irmprove our Store environments
with the roll-cut of our Kids and Baby concepts to
an extra 16 stores We alsolaunched a new Lingene
scheme with 2 more modernintimate fook winch
we have put in 17 stores including Marble Arch and
the Pantheon

QUR BUSINESS
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OUR PERFORMANCE

KEY PERFORMANCE
INDICATORS

CROUP FINANCIAL OBJECTIVES

OBJECTIVE KPl 2015/16 PERFORMANCE (52 weeks to 26 March 2016)

Crow Group
revenue

CROUP REVENUE

Definition Total Group sales, ncluding
retail sales for owned bustnesses and
wholesale sales to franchise partners

Performance Croup revenues
ware shightly up this year mainty
driven by the strong performance
in our Food busmess

0o

Increase
carnings
and returns

UNDERLYING CROUP PROFIT BEFORE TAX

Defimtion Underlying profit provides
additienat infermation on perforrmance,
adjusting for ncome and sigrificant
one-off charges

Performance Underlying PBT grew
as a result of good growthan the UK
Business, from increases in both
Food and Clothing & Horne profit
and tight cost control, although this
was partly offset by a fallin profit in
our International business

o

RETURN ON CAPITAL EMPLOYED (ROCE)

Definition Return on capital employed
1S a relative profit measure of the
returns from net operating assets

L

Performance The increase in ROCE
fram last year prnimanly reflects the
increase in underlying earnings
beloreinterest and tax as well as

a small decrease in the average

net operating assets

o

UNDERLYING EARNINGS PER SHARE

Definttion Earnings per Share (EPS})
1s the underlying profit divded by
the average nurmnber of ordinary
shares inissue

Performance The increase in
underlying EPS is a result of the
ingrease in underlying profit

The weighted average number of
shares inissue during the pencd
was broadly flat year-on-year at
16359m (last year 1,6356m)

DIVIDEND PER SHARE

Defivtion Dividend per share
declared in respect of the year

Performance The Board is
recommending a final dividend of

11 9p per share, resullng in a total
dvidend of 18 7p, 0 7p above last year
In addition, a special dmdend of 4 6p
will be pad at the sametime as the
final dwdend

009

Strong
cash
gencration

FREE CASH FLOW (PRE SHAREHOLDER RETURNS)
{53 WEEKS)

Definttion Free cash flow is the net cagsh
generaled by the business in the penod
before returns to shareholders

Performance We delivered strong
{ree cash flow up 2 9% on last year
due tothe increase in EBITDA and

reduced capital expendilure




NON-FINANCIAL OBJECTIVES

OBJECTIVE
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KEY TO RESQURCES & RELATIONSHIPS AFFECTED

e » O

Financial Ouwr Products  Qur lnteu.ectual
A Channels Capatal

KP1

6 © 0

Our Peapls Natural
Stakehowers Resources

2015/16 PERFORMANCE

Linkedto
remuneration

Engage, serve
and retain

our customers

£000

Definition Total number of UK Food
custormners per year and average
number of shops per customer
resulting in a3 purchase across all

TOTAL AVERAGE
CUSTOMERS NUMBER OF
SHOPS PER YEAR

20.1m"*" 22.5""

Performance Our strategic focus
oninnovaton newness and
convenience alongside our Smply
Food store cpering programme
15 BNCOUragIng More customers

UK shopping channels to shop with us more often

2 1)
CLOTHING & HOME TOTAL AVERACE Performance Clothing & Horme
Defirition Total number of UK Clothung cu ERS 2‘2{3‘;‘5&%&5” performance was unsatisfactory

& Home customers per year and
average number of shops per

customer resulting in a purchase
across all UK shopping channels

24.7m"°"7.6°"

We grew the number of customers
shoppng through M&S com but this
was more than offset by a decline

in customers in our stores

(2 ]
Foster a EMPLOYEE ENGAGEMENT 78¢y A% Performance The annual
skilled, Definition Engagement 15 a key o survey was completed by

motivated and
engaged {eam

driver of performance Our Your
Say Survey looks at the key drvers
of employee engagement such as
pnde m MBS and our products,
feelings about M&S as an employer
and the role of lne managers

76% of employees Employee
engagement results were
positive, and slightly up on
the year

2]

Source
products with
integrity

PRODUCTS WITH A
PLAN A QUALITY

Definstion A quality or feature
regarded as a characteristic or

inherent part of a product which has

a dernonstrable positive or significantly
lower environmental and/or social
impact dunng its sourcing, production
supply, use and/or disposal

Performance This represents an
improvernent of 9% over last year
Our target is {0 have least one
Plan A qualty in all M&S Clothing
& Home and Food products by
2020 Thes year 73X of M&S Food
products (last year 63%) and 74%
of Clothing & Home products
{last year 71%) have at least one
Plan A quality

NO20

Efficient and
responsible
operations

CROSS GREENHOUSE CAS EMISSIONS

Definition Totat gross CO,e
emissions resulting from M&S
operated activities worldwide

566,000
Co;ze

Performance We achieved

a 4% reduction, mainly through
improved energy efficiency

We also maintamned our position
of carbon neutrality {zero net
emissions) by sourcing renewable
energy and carbon offsets

20

GROSS CREENHOUSE GAS EMISSIONS
PER 1,000 3Q FT

Definitson Total gross CO,e emissions
per 1,000 5q ft resulting from M&s
operated actmties worldwide

29 tCcO,e/™
1,000sq ft

Performance We achieved a 3% per
sq ft mprovement, mainly through
mproved energy efficiency Ths
has contributed towards the 4%
reduction intotal gross emissions

Qo

OUR BUSINESS
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KEY PERFORMANCE INDICATORS
CONTINUED

O Read about our Strategic Update on p06-08 ) Read moro on Ramuneration on psg

© Read about our Resources & Relationships on plo-13

OBJECTIVE KPI FOOD {52 WEEKS) CLOTHING & HOME (52 WEEKS)
5:::?3 g.‘sv‘?nus UK REVENUE ex UK REVENUIE -
PN £5.4bn £3.9bn
2014115 £5 2bn 2014/15 £40bn

Defmtion UK Food sales ncluding
our owned business and sales to our
UK franchisees

Performance Qur strategy to be
special, new and different continued
to set us apart in a very challenging

Definthion UK Clothing & Home sales
for our owned business

Performance Trading conditions through
the year remained challenging, with
unseasonal weather resultmg mn high levels
of promotionat activity Nevertheless

and deflaticnary market our performance highlighted a number
of challenges with our products and
execution, and we have announced our
plan to recover and grow sales
o%0 00
Reaching SALES GROWTH/ UKLFL SALES CROWTH UKLFL SALES GROWTH
SPACE GROWTH/
customers ONLINE VISTS

+0.2%

-2.9%

Definrtion Sales growth From those stores
that have been openfor 12 months

Performance We outperformed the
market and grew our market share to 4 3%

UK FOOD SPACE CROWTH
+3.9%

Defimtion Increase inweghted average
Food sellng space

Performance We opened 25 owned
Simply Food stores, 50 new franchise
{ocations and seven new full Lne stores

Defimition Sales growth from those stores
that have been open for 12 months

Performance Although we lowered

the sales decline n Clothing & Home

N the last quarter our sales performance
was unsatisfactory

one

e 2 1)

lmproving
profitability

GROSS MARGCIN/
QOPERATING PROFIT

o

UK CROSS MARGIN

32.8% "

UK CROSS MARCIN

55.1% "

Definihon Cross margin 1s the percentage
of revenue retained after costs for
preducing and transporting goods

Performance Persistent deflation from
price investment and an increase in waste
¢Ds{s put pressure on margin However
these were miligated through benefits
reaused from volume growth and
ongaoing operational efficiencies

Defimiion Cross margin s the percentage
of revenue retained after costs for
producing and transporting goods

Performance Strong impravement in
Qross margin was driven by improvernent
m the buying margin as we continue to
rmake progress IN our sourcing nitiatives
and implerment a more Aexibte and direct
sourcing operation

one

one
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M&S COM (52 WEEKS) INTERNATIONAL {52 WEEKS)
TOTAL ONUNE SALES' REVENUE Food We beleve that our core strategy
+23 4% -20% on Food s clear and that our focus on
£791 . 5 m £ .I -1 b n quality, innovation and choige s nght
and will conbinue to delver sustainable,
2014115 £641 3m 2014/15 £1 1bn

Definttion Total MBS com revenue
including web to home and Shop Your
Way transactions

Performance We grew sales as we
conunued tarefine and develap the
infrastructure we have put in place over
the past few years Qur sales growth was
ahead of the market and we are now the
second largest online clothing retailer

Definttion Sales from the International
business wncluding sales for owned
busness and sales to franchisees

Performance QOur International business
had a challenging year, although key
rmarkets including treland and Greece
returned to Uke-for-like growth and Incha
performed well, delivening a double digit
sales increase

on%0

%0

WEEKLY SITEVISITS

7.8 m.za 5%

SPACE GROWTH

1.4%

Cefintion Weekly visits to our UK
deskiop, tablet, mobile sites and app

Performance 74 milkon customers
shopped online with us this year, our
highest number yet Customer satisfaction
scores ymproved as we constantly refined
the customer experence, making the site
quicker and easier 10 navigale

Definstion Year-on-year NCraase in
weighted average selung space

Performance Internalional space growth
was lower than previous years, as there
were fewar new store apenings due to
the challenging macro-economic
environment We also closed our

12 stores in the Balkans

oo

onNno

UNDERIYING OPERATENG PROAT

£55.8m™"

Dehinition Underlying operating profit
prowvides additionalinfermation on
performance adiusting for Income
and sigraficant ane-off charges

Performance Profit was impacled
by a combination of Euro
devaluation, challenging
macro-economic environments
and infrastructure challenges

and

profitable growth We expect the roll -
out of our standalone Food stores 1o
contmue to drive sales growth, with
space forecast to grow by € 5% inthe
year ahead Civen ongoing competiiive
pressure, we expect gross margin to
remain tevel, as we continue to re-invest
operational efficiencies nto price, quality
and innovation

Clothing 8 Home We are confident the
acuons were Laking to address sales
performance will delbver results, however
it will take time for our customers Lo
notice the mprovernents and change
their shopping behaviour Given current
market conditions and our deciston to
invest in price and reduce promotional
actvity, we expect to see the same sales
trend as last year We wall continue to
realise margin gains from ongong
sourcing natives However, currency
remarns a headwnnd and we expect this,
combined with our decision to invest

In price, to detiver anincrease of

< 50-100bps

International We expect the factors
which impacted profits thus year to persist
through 2016/17 We see further pressure
from the Euro exchange rate, as well

as weak trading conditrons in Western
Europe The macro-economic backdrop
i most of our franchise markets s not
improving, and we will continue to work
with our franchise partners to support
them through these challenging times
We are still reviewing the shape of our
International business and will report
back in the autumn

Financial management Tight control
of costs ramains a priority and we will
continue ta focus on driving efficiencies
Qperating costs are expected to increase
by ¢ 35% We will nvest in store staffing
Lo give our cuslomers great service

In addtion, we are faging bughwer costs
as aresult of new space and increased
deprecation as wellas volume growth
and inflation We are continuing with
our focus on cash generation Capital
expenditure 15 expected to be lower

at ¢ £450m

1 MAScom sales for the year ended 2014/15 Nave been restated to ncorporata statutary adustments and 3 change in sllocaton of furrture sales between channets MAS com sales for

2015/16 have begn prepared on a consstent bass

OUR BUSINESS
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FINANCIAL REVIEW

VWe are committed

to delivering profit

for our shareholders by putting our
customers at the heart of everything we do

HELEN WEIR CHICF FINANCF OFFICER

53 WEEK YEAR

OPERATING PERFORMANCE

This year we are reporting onthe 53 weeks to 2nd Aprl 2016
Profi, melnics are provided on a 53 week basis in the Financiat
Stalements To prowvide a mearingful companson with last years
52 week penod all operating performance commentary in this
seclion is stated on a 52 week basis, unless otherwise noted

Ona 53 week basis Group underlying profit before tax was
£6896m, up 4 3% Statutory profil, before tax felt by 18 5% to
£488 8m as a result of a number of one off iterns, details of
which are set out below

STRATECIC PRIORITIES

We remaned {ocused on delivering value for our sharehotders
through the four key priortes we set out at the start of the year

-3 Food sales growth,

=> improve Clothing & Home performante,

= Clothing & Home gross margn umprovement,
—> Sirong cash generation

We performed well against three of the four priorities, however,
our Clothing & Home sales performancais still not satisfactory

In a tough grocery market, we continued ta grow our Food
bBusiness, with revenue up 3 6% at £5 4bn Qur store opening
programme I15 dnving sales growth - we opened 75 standalone
Food slores in the year, as well as seven fult ine stores, and grew
our market share to 4 3%

UK Clothing & Home revenue was down 2 2%, at £35bn Whilst

the market 1s increasingly challenging with low growth and high
levels of promotional actvity, we ve acknowledged that this sales
performance was unsatisfactory We know thal we need to improve
our products and execution and, as set out on pages 6-8, we have
a clear planin place to address Lhese issues

Clottung & Home gross marginincreased by 245 bps 1o 551%
driven mainty by gains in buying margin as a result of our conlinued
progress on sourcing mare products directly and the benefits of
our dallar hedging approach

We delvered strong free cash flow, pre-shareholder returns,
of £539 3m, up 29% on last year due to tight control over costs
and caprtal

For the second year, we have increased the full year dividend o
18 7p up 3 9% on last year, In une with profit growth We also
announced a special dvidend of 4 6p per share {¢ £75m) which
will be paid to shareholders at the same tine as Lhe final dividend

We continued to manage our costs tightly with UK operating costs
up 1 8% This increase was driven by growth in Food selbng space,
righer depreciation costs and additional employee incentive
costs These were partiaily offsel by productivity improvements

N a nurmber of areas INcluding store statfing and supply chain

MA&S Bark profits were sightly down O 4% at £599m Overall
operating performance was strong, but this was offset by the
reduction ininterchange fees

International operating profit was down 39 6% due Lo challenging
trading conditions and ongoing Euro currency pressure in our
owned markets and discounts for franchise partners operating

n rarkets aftected by difficult macra-econornic conditions
Some internal avalability challenges also wnpacted performance

Overall, Croup underlyng profit before tax was £684 1m,up 3 5%
Croup profit was £483 3m, down 19 5%, as aresult of £2008m

of non-undertyng items £1024m of these charges related to

our International business £50 3m related to further M&S Bank
provisions for insurance mis-sellng and the balance largely related
to mpairment of certan assets and UK stores as part of our UK
store portiole review There are further details onpage 24 and
inNote S on page 97-98

in February we announced the outcome of the trienniat actuarial
vatuation of our UK defined benefr (DB) pension scheme as at

31 March 2015 This resulted n a stalutory surplus of £204m
anmprovement on Lhe previous deficd of £290m (as at

31st March 2012) This improved fundmg position rellects the
additwnal contributions made since the 2012 valuauion and
strong investment returns from the Scheme s assels

We have proposed changes to our UK DB pension scheme, which
has been closed to new members since 2002, to close it forfulure
accrual Under these proposals, we would enrol current defined
benefit members in our defined contribution savings plan from
Apnl 2017

O Further details in note 30 on p121

STRONG CAPITAL MANAGEMENT AND DELIVERING
SHAREHOLDER RETURNS

Drving value for shareholders underpins our business strategy
and we remain committed to delivering strong sharehclder
returns We are making good progress against the clear capital
altocation policy set out by the Board last year

Commitment to a strong balance sheet, iIncluding maintaining

an mvestment grade rating

= Net debt/EBITDA ratio of 16x, comfortably wathin our ratio
range of 20x-15x

- BBB munus rating
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FIND OUT MORE

© Seo our KPis on pia-2) £ See our Strategic Updato on p06-08

© Read about cur operating performance on p15-17 €3 See how performance links ta Romuneration on psg

Continuing to mvest in the business growth, underpinned

by strong investment disciplines

- Reduced net capital expenditure excluding acquisitions
of £4689m, down by £577m,

- Ongoing mvestrent in multi-year infrastructure projects
in IT and logestics to make MBS a more flexible orgamsation
that can move with speed and agility this year,

- Strong returns from new space ocpenings

Progressive diwvidend policy, broadty twice covered by eamings
- Fullyear dividend 3t 18 7p, up 3 9% on last year in line with our
progressive policy

Roturming any surplus cash generated to shareholders on

aregular basis

-5 Share buyback prograrmme returned £150m to shareholders
through purchasing 31 6m shares,

<> Announced a special dividend amountng (O 4 6p per share
(¢ £75m) for the first half of the 2016/17 financial year

SUMMARY OF RESULTS

SUSTAINABLE REPORTING

This year, we have set out to produce an Annual Report that meets
the guiding principles of integrated reporting by demonstrating
the long-term sustamable vatue we create for our shareholders
This repart therefore includes Further clanty to our business
rmodel to better show the effective use of the resources and
relationships retevant to our business and the new connected
value spread on page 12 We have provided greater detall on the
interdependencies in our business and how Plan A creates value
We have also mapped our prinopal nsks aganst our business
madel to dermonstrate the connectivity batween the two

We take cur respansibility ta pay our fair share of tax serously

and our approach is in keeping with our longstanding values and
aligned to our shareholders interests There is detalled information
on our tax contribution on page 24

53 werhs cnded 52 weeha ended
2 Apr IS 26 Mgr 18 28 Mar 1S

&m % var £m im X var

Croup revenue' 10,555 4 +24 10,3910 103114 +«08
UK 94708 27 93248 9,223t <11
International’ 1,084¢ -03 1,066 2 10883 -20
Underlying operating profit 7849 +29 7776 7625 +20
LK 7267 +84 e §702 77
International 582 -369 558 923 -396
Underlying profit before tax 6896 +43 6841 6612 +35
Non-underlying iterns (200 8) n/a (200 8) {612) nfa
Profit before tax 488 8 -185 48313 6000 =195
Underlying basic earnings per share 350p +57 348p 31p +51
Basic earnings per share 249p -162 24 6p 297p -172
Diwvidend per share (declared)’ 187p +39 187p 18 0p +39

1 Onreported curtency basis
1 Excluckng specat dmdena

GROUP REVENUE

Craup revenues were up 08% (up 11% on a constant currency basis)
UK revenues were up 1 1% ntotal weth a bke-for-Uke decrease of
11% international revenues were down 2 0% (up 1 3% on constant
currency basis)

GROSS MARCIN

UK gross margin was up 75bps al 421% as a result of the strong
improvernent in Clothing 8 Home

Clothing & Horne gross margtn was up 245bps at 55 V%, driven

by improvement in the buying margin as we continue to make
progress in our sourcing intiatives and implement a more flexible
and direct sourcing operatwon, and our dollar hedging approach
This has unlocked further benefils including better buying leverage
and rrugratien Some of the buying margin gains were eroded by
higher markdown costs due to more stock into sale and tigher
prormotional costs, resulling from sales underperformance

Food gross margin was level onthe year at 32 8% tnvestrment
in price and an increase i waste costs put pressure 0N Margin
However, these were miigated through benefits realsed from
volume growth and ongoing operational efficiencies from
streamliring our supply chain processes

OPERATING COSTS
52 weaks onded
26 Mar 16 28Mar 15

tm [1;2] % var
Retal staffing 9740 9545 +20
Other retall costs 1,08856 1164 -25
Distnbution 4190 4087 +25
Marketing and related 1694 1676 Wl
Central costs 615 2 5602 498
Total 3,266\ 32074 18

OUR BUSINESS
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STRATEGIC REPORT

OUR PERFORMANCE
FINANCIAL REVIEW CONTINUED

UK operating costs were up £58 7m (1 8%), with higher depreciation
contributing £32 4m Retal staffing costs were up due to growtnn
selling space and the annual pay review partly offset by efficiencies
fromimproved resource allocation The decrease inother retail
costs reflects savings from lower interchange fees and the
renegotiation of key utilities and faclities contracts which more
than offset higher costs from new space and depreciation
Distribution costs were up due to higher volumes in Food and M85
com, which were greater than the savings lrom lower retall volumes
in Clothing & Home Marketing costs increased slightly due to
addiuonat investrment i digital marketing ncluding the launch of
Sparks Central costs were up largety due Lo higher [T depreciation
and additional staff incentive costs partally as a result of the
release of employee benefit provisions Last year

INTERNATIONAL PERFORMANCE

PLILTT ] 2014/15 Var K Var % {ccy
Sales 1,066 2 10883 20 13
Owrned 7418 7470 -07 40
Franchise 3244 3413 =49 -42
Operating Profit 558 923 -196 -400
Owned' (315) a0 nya na
Franchise' 873 923 -53 -33

1 Prnor year numbers have been :@stated for a revased allocztion of gverheads Lo more
pcourataly reflect business dnvers

2 Conitant currenty

International profit fell by 39 6% to £55 8m pnimarnily due to the
weaker Euro wihich meant that the cost of goods in our ewned
European businesses increased Competition in these markets
meant that we were not able Lo pass on these hugher costs
inthe form of price increases The MAcro-eCoNDIMIC PrESSUres In
anumber of our franchise markets, most notably Turkey Russia
and the Middle East, have continued, resutting n lower {ranchise
sales and margins

UNDERLYING OPERATING PROFIT

Underlying group operating profit was £7776m (last year £762 5rmy
UK gperating profit was £721 8m, up 77% dniven by an
improvernent in both Clothing & Horme and Food proflability

NET FINANCE COSTS

52 wwakl ended

26 Mar 16 W Mar 1S
£m £m

interest payable (99 5) (998)
Interest ncome 58 50
Net interest payable (937) (94 8)
Pension net linance ncome 153 105
Unwinding of discount on
partnershup liablity (147) (16 1)
Urwinding of discounts on fmancial
instruments and prowsions {0 8) 69
Net finance cost (93 5) (1013}

Net finance costs were down 77% due to ncreased pension
net finance Income as result of the net retirement benefit
assel Increase

NON-UNDERLYING PROFIT ITEMS

52 weeks anded
26 Mar 16 28 Ma 15
m im

Net MES Bank charges incurred in relation
1o the msurance rmus-selling provision (503) {138)
Restructunng credits/{casts) 92 46)
UK store review (267} -
UK one-off imparrment costs (237} -
international - store closure costs and
impatrrments {3186) (372
Intemational - impairment of goodwll 191 -
International - other mparmerts (577 -
1AS 39 far value movement of
embedded denvative {20) 13
Net gatn on acquisition of joint venture
holding Bradford warehouse 54 -
Profit{loss) on disposal and imparment
once commitment to closure {10 3) 69
Adjustment to operating profit and
profit before tax (200 8) (61 2}

Non-underiying adjustments to prolit were a net charge £200 8m
(last yeoar £61 2m) The Group continues 1oincur charges inrelation
to M&S Bank insurance mis-selling provision (£50 3m)

Following the announcement of a ¢ £90m multi-year programme
to improve the quabty of the UK slore estate, a £26 7m charge has
been recognised in relation to UK store closures A further £237m
of asscl imparrments were incurred as aresult of Lhe review of our
Clothing & Home strategy which meant that certain buying and
merchandising systems were no longer required

In the current year, £102 4m of charges have been recogrised
the International business for store closure cosls and mparments
of goodwll and other assets due to underperformance and an
uncertain outlook in a number of markets including Western
Europe and Asia

A net gain of £5 4m was recognised following the acquisition of
the rernaining S0% share of Lthe joint venture hotding the Bradford
warehouse, represenung a farr valug gan of £271m on the
revaluation of the exisling investment partially offset by a loss of
£217m onderecognition of the assocated embedded derivative

© Full details are disclosed in note 5 on p37-98

TAXATION

The full year underlying effective Lax rate was 17 2% (Last year 18 9%)
Statutory effectve tax rate was 17 3% (last year 197%) It was lower
n part owang to a one-off credit due 1o the restatement of our
deferred tax bability to reflect a lower future UK Corporation

Tax rate

TOTAL TAX CONTRIBUTION




In 2016 our total cash tax contnbution ta the UK Excheguer was
£857m {2015 £767m), split between taxes ultimately borne by

the company of £419m (2015 £388m){1e corporation tax, customs
duties, employer s NIC, business rates and sundry taxes) and taxes
attrnibutable to the Company s econemic activity collected on
behalf of the government of £438m (2015 £379m) {1e PAYE,
employees NIC, value added tax, excise duties and sundry taxes)

UNDERLYING EARNINGCS PER SHARE

Underlying basic earmings per share increased by 51% to 348p

per share (increased 5 7% to 350p on a 53 week basis) The weighted
average number of shares inissue dunng the penod was 1,6359m
{last year 1,635 6m)

CAPITAL EXPENDITURE

53 weeks 52 woeks

ended ended

2 Apr 16 28 Mar 15

£m £m

UK store ermironment 369 927

New UK stores 106 4 635

tnternational %64 375

Supply chamn 891 n7e

m 1611 156 2

Maintenance 796 945
Proceeds [rom property disposals (30 6) {35 4)

Total capital expenditure

excluding acquisiton 4689 5266

Bradford warehouse 562 -

Total capital expenditure 5251 5266

Total capital expenditure was level versus last year, however this
includes ES6 2mrelating to the acguisiiion of the remaining 50%
of the JV which owned the freehold of our Bradford warehouse

Excluding this, capital expenditure was down, reflecting a trend
towards a lower level of capex going forward

Spend on the UK siore environment has reduced dueto the
cormpletion of many of our in-store intatives Lo create a more
inspnng enviranment for our customers Key projects this year
include the new Lingene and Kidswear schemes and invesiment
in Food, including our hospitality offer

As al the year end, we traded from 170m square feet of selling
space, anincrease of ¢ 16% (on a weighted average basis) as we
opened 82 new stores and closed 20 slores Within this, Food space
grew by 39% with 25 new owned Simply Food stores, 50 franchise
and seven full line stores OF the 20 closures, four were relocations
to better sites as we mproved the quality of the store estate forour
customers Clothing & Home space increased by 04% as the fullkne
store openings more than offset the closures International space
ncreased by ¢ 1 4% a reductionon previous years

We continued Lo nvest in supply chan and technology In Aprt
2016, we completed another mitestone in the development of the
strategic warehouse network with the opening of our repurposed
Bradfaord warehouse as anautomated store NOC lor our Clothing

& Horme business Completion of the strategic network remans on
track and is expected Lo be fully imptemented by the end of 2017/18

InIT, we continued Lo make progress on our GM4 Clothing &

Home buyng and merchandising systems with three of the four
systems now aperational within the business As highbighted above,
following a review of Lhe Clothing & Horne business, we will nol

ANNUAL REPORT AND FINANCIAL STATEMENTS 2016

mplement the final component, Assertment Plarving The
praceeds from property disposals mainly relate to the deferred
consideration from the sale of the White City warehouse which
15 baing recerved over three years until 2016/17

The Group purchased the remaining 50% share of the Lima
(Bradford} Sarl jomnt venture for cash consideration of £56 2m

The cornpany cwned the automated distribution centre in Bradford
which was previously leased to the Croup As aresult, the Bradford
automatied distribution centre s now completely owned and
controlled by the Group

CASH FLOW AND NET DEBT

53 weeks 52 weeky
ended eoviod

2 Apc 16 28 Mat 15
£m £m

Underlying Profit Before Tax 6896 6612
Finance costs Nne4q 1168
Finance income {211) {155)
Depreciztion and amortisation 5768 5501
Underlying EBITDA 1,3617 13126
Non cash pension and share charges 1180 843
Non underlying items 632) (254
Warking capital 132 1203
Pension funding Mmsa) (430)
Capex and disposals {519 5) (664 4)
Acqusiiion of subsidiary (56 2) -
Interest and taxation (206 0) (77}
Share transactions 97 166
Free cash flow pre shareholder returns 5393 5242
Dividends pad {3017) (2807
Share buyback {1507) -
Free cash flow 869 2435

Opening net debt

Exchange and other non-cash
mavements {2 0) {31)

Cloaing net debt (2)383) (2.2232)

(2,2232) (24636)

The business debvared strong free cash flow pre shareholder
returns of £539 3m After the compleuion of the share buyback
programme and payment of dwvidends to shareholders, the overall
net debt was down by £84 9m The improved free cash flow reflects
stronger business performance, with underlying EBITDA of

£1,361 7m, anincrease of £491m (3 7%) on last year Working capital
was broadly flat in the year These movernents are partally offset
by pension funding of £118 4m and caprtal expendture cash
payments of £519 5m wrch include the payment of prior year
capital accruats

The Strategic Report, including pages 26 to 29, was approved by
a duly authonsed Committee of the Board of the Directors on
24 May 2016, and signed onits behalf by

M s /

Helen Weir Chief Finance Officer
24 May 2016

QOUR BUSINESS
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OUR PERFORMANCE

OUR PEOPLE

Qur people bring our values to Life
Therr talent, commitment to our customers and
pride in M&S are key to our long-term growth

LIVING GUR VALUES

DIVERSITY AND WELLBEING

PLAN A 9

We have built onlast years Fit For The
Rusture prograrmme with a senes of traning
initatives designed to hetp employees

uve our values of Inspiration, Innovation,
Integnty and In Touch Last summer, our
top 160 managers took part in a leadershp
developrment programme called Fit to
Lead The initiative looked at how we
canbe more collaborative, agile and
entreprenaunal as an arganisation We also
ran events for 750 bne managers and 3,500
store managers in which they exarmined
how our values can drve high performance
The feedback from all the events was
extramely positive We recewed 50,000
comments specific {0 living the values in
our annual Your Say survey - they really
resonale with our employees

ENCAGED AND ENTREPRENEURIAL

Our Your Say survey showed that emptoyee
engagerment levels remain high at 78%

We want to develop and celebrate the talent
within M&S, and s only nght that good
deas are given a platform Give Me Five,

our initiative where employees pitchideas
to senior managers, has gven employees

a sense of ownership and a number of the
pitched ideas have been implemented

The idea of Give Me Five itsetf came from
some of cur store and office colleagues
keen to support our Fil for the Future dnve
to bnng a more entrepreneunal spint to M&S

EMPLOYEE DIVERSITY AS AT 7 APRIL 7016

People are increastngly looking to work for
organisations that give them the freedom
to be thermselves We have developed an
appreach Lo Be Yourself iIn our induction
process encouraging employeesto
recognise peoples differences while

not being afraid to express ther own

QOur employees wetlbeing 1s a1so crucial
10 us and we continue {o Invest IN
prograrmes such as Dare to Care, an
internal carmpaign focused around raising
awareness of mental health

TRANSFORMING OUR BUSINESS Q

As we conttnue (o transfornn our busingss,
we must ensure that the changes we make
areimplemented and communicated Lo
ermployees effectively The robust processes
we have in place around succession
planning, change management and our
dedicated Employee Communications téam
helpus mutigate such nisks from a people
perspective Our Business involverment
Croup (BIC), M&S s network of elected
employee representatives, enablesusto
nform involve and consult with colleagues
across our business on our future plans

BIG gives colleagues Lhe chance to voice
thew opinions and ideas, get answers and
have {her views represented

This year we extended our Make Your Mark
youth employment scheme Lo our head
office and Castle Donington distnbution
centre, Increasing the options avalable to
young people Across the business 1400
people took ther first steps into work thanks
to the programme Meanwhile our Marks

& Start scheme for people who face barners
getung into work helped an adddional

1,400 people through work placements

In our stores and distribution centres

We ntroduced Spark Something Goodto
encourage our people to make a difference
inther local commurilies The scheme
altlowed employees to coordnate thew
annual volunteer day n a collaborative

way By Laking part in a senes of conmmunily
projects inindividual citics on the same

day employees mobilised as teams for
good causes In London, we transformed

24 community projecis over 24 hours The
scherne will be rolled oul to 24 Cit«es aCross
the UK and Ireland over two years - we have
already completed five ciies London
Manchester, Swansea, Edinburgh and Dublin

* Includes Marc Bolland and Martha Lone Fox who retved
from the Board on 2 Aprd 2016 Refer to pA3 for current
Board diversity sformat on

1 Ourlinspiring Women
Network events have seen
araft of high-profile visitors
deliver motivating speeches
to our employees Cuests this
year have included Ruby Wax
and Baroness Karren Brady

2 Alt our people caninfluence
change Uwough BIC which has
3500 representauves from every
store and busingss area who
gather fesdbackand represent
colleagues on the tapics that are
most important tothem BIGS
agenda this year included the
nauanal iving wage and Sparks

3 Our awards Lhis year include
The Times Top S0 Employers for
Women, Trairung Journal s Best
Operational Programme lor

aur store INKUCLIoN programme
and for the second year running
the Princes Trust Young Achiever
Award wheth went to Stacey Fox
Fram our Swansea stare
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OUR PERFORMANCE

RISK MANAGCEMENT

As with any business, we face risks and uncertainties
on adally basis Effective risk management
places us In a better position to be able to achieve

APPROACH YO RISK MANAGEMENT

our strategic objectives

KEY AREAS OF FOCUS

The Board s accountable for carrying

aut a robust assessment of the principal
risks facing the Company, ncluding those
threaterung its business model, future
performance solvency and Liquidity

On behalf of the Board the Audd
Committee reviews the effoctiveness

of the Group nsk management processes

Each business area is responsible for
forrmally identifyaing and assessing their
nsks half-yearly, measuring them against
a defined set of entena, and considenng
Lkelhood of occurrence and potential
rnpact to the Group The Group Risk
function faclitates a similar exercise with
Executive Board members, combbining
nformation to provide a consoldated
wiew The top nisks {based on lkelihood
and impact as illustrated below) form our
Croup Risk Profite, which s reported to the
Executive Board for review and chalienge
ahead of final review and approval by the
Croup Board These principal nsks are then
subject to Board discussion dunng the
course of the year, as approprate

To drive continuous ImMprovernent across
the business, the Executive Board monitors
the ongeoing status of action plans aganst
key risks quarterly

Thus year the Group Board has placed
significant Tocus on defining our risk
appetite At the hughest tevel, this 1s an
expression of the types and amount of
nsk we are wiling to take or accept to
achteve our strategic and operational
objectives It 15 a key considerationin
decision-making across the Croup and
helps us defina the miigating actwities
required 10 mManage our Nsks

Following on from lasl year s progress,

we have Laken our nsk appetite work

a step further and the Board has agreed
aset of Croup-level appetite statements
The purpose of these is to articulate the
Board s desired nisk-taking approach,

and Lo support the business Inits
managerment of a number of principal risks
The currerit statements summarnse normal
risk parameters within which the Croup
already operates,as our business evolves
we will continue to refine our risk appette
staternents and approach Further detail
can be found on page 48

During 2015/16, the directors also assessed
the long-term visbiity of the Company

in the context of its principal nisks The
nclusion of a Viabilty Statermnent in Annual
Reports from 2016 1s 2 new requirement

under the UK Corporate Covernance Code
The staterment s designed to strengthen
stewardship and to encourage directors

te focus on the longer term Further detail
on ths can be found on page 47

PRINCIPAL RISKS AND UNCERTAINTIES

Qverleaf are details of our pnncipal risks
and uncertainties and the key mitigating
activities in place to address them Its
recogrised that the Group s exposed to
fisks wicler than those Lsted We disclose
those we beleve are Lkely to have the
greatest ympact on our business at this
moment in time and which have been
the subject of debate at recent Board
or Auchit Committee meetings

To achreve aholistic view of the nisks
facing our business, we considet those
that are external Lo our business, core
to our day-to-day operation, related to
business change actwvity, and those that
could emerge in the future

The diagram below maps our principal risks
to our busingss model. This mapping helps
us assess and manage nsk, and provides a
greater understanding of our principal risks
in the context of pur business operations,
ncluding their broader influence on
viability, as chscussed above

RISK LIKELIHOOD AND IMPACT RISK AND OUR BUSINESS MODEL
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OUR PERFORMANCE
RISK MANAGEMENT

EXTERNAL RISKS

In the table below we dsclose 11 Whilst these nsks are beyond our drect.  of terronsm have the potental to sigreficantty inf luenced by fluctuatons
principal reks that may mpact control, we recognite the Importance mpact consumer conf dence and n foregn exchange rates As part of
our busness and are stratege o of operatng 2 business moded that retal spending ona global scale these broader nsk factors we have

operational nnature Inadditon to
these anumber of nter-dependent

has the potential to flex and adapt to
achanging external ervironment

external rsks are also the subject of The firs: external risk is Sooopolibcal
discussionat Croup Board and Audt Unrest, where ongong geopoliical
Comrmuiteemeetngs as appropnate uncertamty $ocal unvest or the threat of our International

Detenoration in Foreign Exchange &

Global Economy would not only affect

consumer conhidence i terms of the

global economy but the performance
busness

spealically considered the kmplbcations
of Brext n terms of the sigrificant
eCONOMIC LNCETEaNLY that exists n
advance of the upconung referendum

% also on Brians BU membershp

PRINCIPAL RISKS AND UNCERTAINTIES

Key to change in rak Level QP Hoher Sitevel Plower PHNewnsk
RISK DESCRIPTION CHANCE IN 2015/18 MMCATING ACTIVITIES

1 CLOTHING & HOME  As we reassert our Clothing Whilst significant fogus has -3 Workstreams n place addressing product price
TRANSFORMATION B8 Homequality and style been placed animproving and process
Our tuture credentials and work towmprove  product style and qualiLy, -3 Ongoing engagement with customners through data
performance s avalabidity it s ynpor tant the beneftt has yet tobe seen gathered by our Customer Insight Unit and focus
impacted by a lack that we understand and nour sales performance greups, regularly shared with key areas of the business

= address our customers needs  Transforming our Clothing - Ongang dashboard monitoring of brand momentum

of improvement in

product relevance, M Order tostrengthen brand

& Home business to improve

=3 Cortinued focus on product quabty and style

execution or hrand  (ECOQMILIBA N anncreasingly performance remains a key including adherence (o our Clothing Cuality Charter

momentum competitive market pronty far the busness

CHANGING Coansumer behaviours Changing consumer - M&S Venture Lab i place to keep us at the farefront

CONSUMER conunue 1o evolve at pace behovioursis a newly added of technological developments

BEHAVIOURS the prolferation of dif ferent nsknrecognition of the need = Customer Ins:ght Unit and focus groups monitor

Our business purchasing channels has been  toreman flexible ina highly changes in tonsumer behaviours on an ongoing bass

perfarmance wil be Unprecedented inrecent years  compelitive market If we fad = Channe! sirategy regularly reviewed at Board level
@ We nped to anticpate changes to meet the expectations =» Finangial modellng of projected channet

impacted «f we fa:l
to keep pace with
changing consumer

inthe way our customers shop
including advances In tipital

of our custamers n terms
of digital advances or the

perforrmance to facliiate proactive management
of the store portiolo

technology To leverage accassbility of our store
behaviours performance and keep pace network this couddhave a

with our competiors wemust  significant impact onour

proactively manage our Future performance

propéerty portfolio and operate

a flexible business model
BUSINESS Cur business s ina penod The addition of Busiess =» Business kransfiormation regularly discussed
TRANSFORMATION of significant transformation transfarmaion recogmses by the Croup Board
A we strve to driven by a vanety ol ntermal thewnporiance of ensunng -» Employee Communications team engaged to
transform our and external factors thal our business remams ranage assocated employes Messaging
business, we must Etfecte management and organisationally and =¥ Robust programme management practices in place

irnplernentation of associated
people and process changes
will be critical whilst ensunng
that our day-to-day operatians
are not adversely impacted

ensure that the
changes we make
are implemented
offectively

operationally efficient inan
ncreasmgly compelitive retad
market as we continue (o
address ongoing perfarmance
challenges and enter a new
chapter in our history under
the leadershup of a new CEQ

-3 Consuttation with Business Involvernent Croup on
changes related Lo our peo

CLOTHING & HOME  The growth of our business

SUPPLY CHAIN and achievemnent of stralegic

AND LOGISTICS objectives s highty contingent

NETWORK on the successiul c-uen‘.uhonpl
of our Clothing & Home supply

o :V:r fz:,:;‘;::sm chairand logistics network

togistics network strategy the most recent stage

of which was the taunch of

to maxmise
availability for our
customers and
speaed up dolvery
times

<ur redeveloped Bradiord
distribution centre

2015/16 saw s:igneficant
pragress Lowards achieving
our Clothung & Home supply
chan and logistics strategy
QOur Castle Bonington
distrbubion centre stablesed
and we conuinued to progress
withthe redevelopment of

our Sradford distnibuiion centre
We also redefined Supply Chain
& Logistics accountabilities

~» Ongong smpbfication and stablisaton of Castle
Donngton 4istnibution centre

=» Phased approach to distribution centre transformation

-> Supply Chawn Leadershup Croup created supporied by
changes to Supply Chan & Logistics accountabilities

= Robust programme gavernance n place including
interdependences with other Croup mutiatives

- Ongoing rewiew of progress against apreed
operational and financial objectives

IT INTEGRATION

Business processos
are not adequately

Qur business operates using
a large number of complex
and nterdependent systems
The effectve integration of

|

supparted as 3 these 15 rebant on us having
o result of poorly

ntegrated IT access Lo and leveraging the

e, nght skittset, coupled witha

culture of operatonal precision

ITintegrauon 1s a newly added
nsk Following a penod of
investment in technotoQy

thera s scope to imgrove the
ntegration between systems

1o leverage associated benefils
drive our busmess forward and
maxuvise operational efficiency

=¥ Proactive simplification of Minfrastructure and
application landscape through
~Clearty defined technology roadmaps far all
business areas and
- Decommssioning of legacy systems
=¥ Clear decision-making process for sysiem changes
ncluding established [T Change Approvat Board




29
ANNUAL REPORT AND FINANCIAL STATEMENTS 2016

FIND OUT MORE

© Seo our Audt Comminttes Report on p42-46 € Read Risk m action on pa7-48

RISK DESCRIPTION CHANCGE [N 2015/18 MIMCATING ACTIVITIES
FOOD The food market continuesto  Thefoedmarket hasremaned 3 Significant focus onproduct newness and innovaton
COMPETITION evolve inresponse to changing  challengingm 201516 In to retam paint of difference and drive customer loyally
Loss of market customer behavours and the response to this we cantirug = Continued focus onproduct availatility for
share, due to increasng nfluence of the Lo MOoNILOr OUr pNCe posIlonNg our customers
market pnce conunental discounters and to leverage our strengths -¥ Regular review of pnce positicning
= ] deflation or The ongong polansation - Simply Food expannon to provide convenience
changes i the between value and premum for our customers
competitive means ¢ 1s important that we -3 Review of key Lnes 1o wnprove compacabidity
landscape continue to provide a point of with competitors
difference through newness
product quatity and mnovateon,
as well as convenience
FOOD SAFETY As aleading retailer of quality The external pressures facing -> Dedxated team responsible for ensunng that
AND INTECRITY fresh food it 15 of paramount the food Ndustry cantinued all products are safe for consumpiion through
A tood safety or importancethat we effectively  toevolven 2005/16 Fraudutent ngomous controls and processes
integrity related manage safety and integnty behaviour nthe supply chan - Continuous focus on product qualily
(nerdent oceurs especiatly as we grow our global  remans a sigrvficant risk = Proactive honzon scanning mcludmg focus
9 or 15 not effectively food business and Qiventhe whilst regulatory requirements an fraud and adulterabon
managed nsk of fraudulent behaviour In~ are becoming incraasingly =» Robust store suppler and depot auditing
the supply chan stringent However inresponse programma in place

our strong control environment
has kept pace

- Cnsis management plan nplace

CLOTHING & The promotional nature of The Clothing & Home margn -> Clearly defined sourcing pelies and procedures
HOME ETHICAL the retait emaronment nsk ncluded in last years - Mature supplier ethical auditing prograrmme in place
SOURCING coupled with rherent cost base  report has been replaced by nvolwing independent therd party auditors
Ous atheal pressures make achievement this Clothing & Home ethical - Regonat compliance teams providing ongoing
standards continue of margintargets akey objectrve sourcing risk This recognises IN-COUNtry Support
e to be of high for the business Aganst this the impartance of our strong -» Factory listening groups in place
importance as background its crtcally ethical behaviours and the - Member of the Ethcal Trrding initiative
wo make changes mportant that we mamtanour  role they play inschieving
te our sourcing Fugh ethical standards and the  our business obyectives as
strategy strong control envireryment we CoNUNUE Lo Improve our
under which we operate margin performance
CYBER/ The busmess s subject 2015/16 saw a number of majoe  -» Security controls in place including policies
INFORMATION to external threats from orgamisations subjected to procedures and security technologes
SECURITY hackers or viruses or cyber-attacks The external = Ongoing mon:tonng of developments incyber
W expanence sensitive data o accessed threat profile s ever changing secunty threats engaging with third party
a major broach without authonsation and the regulatory enviraryment specialists where appropriate
Q W eyber, system supporing data Protection (s -» Control of sensitive data through lrmited and
or mfort'natuon also becoming more stringery momtored access and the roll-out of systems
secunty possessng enhanced secunty
=> Establshed tearmn dedicated to managing securty
requirements for MAS com
INTERNATIONAL To drive profitable growth Internaucnal performance -» Geographic spread mitigates agamst localised

Tha performance
of our Internatronal
business and
fulfilment of gur
strategy s affected

wg need to ensure that our
nfrastructure and underiying
procasses and systems are
sufficiently robust and that
our brand resonates across
international markets

has remaned challenguing in
2015/16 We sre working 10
mprove all aspects of our
International business
neluding our business model
supply chain systems and the

geo-political or economic rnisks

-» Local market knowledge provided by franchise
andjoint venture partnerships

-3 Performance montonng by reg:an country and
store including focus on Like-for-like perforrmance

and action planrung for poor performung stores
m&: :rmnd skillset of our people -3 Internabional reprasentation in key Group imtiatives
substandard
infrastructure
MAS COM Asourontn@ traficgrows and  Whist this risk coninues to - Dual site MAS com command centre operates 24/7
BUSINESS our networknfrastructure and  be important especially as tomonitor website avalability and performance
RESIUENCE aperating rmodel evolve it s onbine tratlic grows the - Sogial media marvtored 1o observe and respond to

A major falure

of eur M&5 com
platform or at our
Castla Donington
distributien centre
mpacts our ability
to trade online

increasngly impartant to ensure
that the M&5 com business and
key dependencies are restient

resiience and performance
of our M35 com platformand
Castle Donington distribution
centre have improved
sigruficantly n 2005/16

trends In CUStOMEer expenence
-3 Business continuity plans, incktent reporting and
tnanagerment pracedures are well established
and tested with regular monitorng including
quarterly Business Continuity Committee meetngs
- Provenresdience plans in place for the
M&S com platfarm

Notes The Croup Risk Profue will evolve a8 MvUGItng actmtes reduce pet risk over ki@ of 3s new nisks emenga Three new risks have been agded to the Croup Risk Profile since the
anoryear {IT integraion Changing coNSuMmer behawours and Busngss Lranstormation) the remanmg risks have essentaily rerained the [9me withthe exceplonol onensk whera

the emphaus has thanged from Clotheyg 8 HOME Margin to Clothing & Home ethoal S0urang Four ks Nave baen removed fram the Group Risk Profie since the poon year (Our prople
s*aff retention [T change and Prograrnme and workstream management)
The nsks Lsted do not comprse all those 3550cated with Marks & Spences and the numencal referancing does not denate an order of prianty Addtonal nsks and uncertanties
not pesently <nown o management or currently deemed to be leas maternat may 3150 have an adverse affect on the business These less matenalrisks are keplin view n case thar
bkelihood of mpact shoutd show sgns of Kkreasng Further nformation on the nancialrsks we Face and how they are managed 1§ prowded on pages 113-116
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GOVERNANCE

COVERNANCE OVERVIEW

Our approach to succession has enhanced our ability
to replace and develop responsibilities quickly and
seamlessly, and improved our ability to react to both

planned and unplanned changes

ROBERT SWANNELL CHAIRMAN

During the year the Board has placed much
focus on operational delivery, succession
planning and risk management The
followtng pages provide Insighl into these
activities alongside the Board s discussions
and governance processes

An open and balanced review of our
business performance has been covered
earlier on pages 02 to 29 As taghLighted,
although we made headway against 2
number of the priontes we set ourselves
at the starl of the year cur performance in
Clothing & Home and Irnternational remains
unsatisfactory, despite the significant
effort from the teams in Lhese areas of

the business The last two years have seen
a sigruficant improvement in our clothing
gross margin, delivered through improved
design capabilities, smarter buying, d more
flexible supply base and growth in our
ntermationat reach However, we recognise
that we have more work to do to deliver
sustained perfermance in Clething & Home
and International These will both be key
areas of focus for the year ahead

A key area of Board discusston and
challenge this year centered onimproving
the performance and nsk management

of our website and the Castle Domngton
distribution centre The Board was pleased
with the significant improvernent inthe
operations of these over the crilical
Christmas period Better process
management and controls and extensive
testing by the team leading up to

the intensive peak trading penod, was

a cntwcal Factor in this success This focus
on delivering animproved cuslomer
expenence has underpinned a strong
performance from M&S com and delivered
growth in market share

Our balance sheel remains strong and
we are delvering well aganst our free
cashflow targets even afler relurming
£451 7m Lo shareholders, via dividend
payments and Lhe share buyback

During the year Lhe Board also discussed its
strategic priorities, operational delivery and

the associated key business nsks and ther
management We have sought to provide
insight Into the scope of the 8oard s
activittes, discussions and resulting actions
on pages 36 and 37 of this report

Much thought has been given to our nisk
appetite resulting m the agreement of
afarmal set of Group level stalements,

as discussed on page 48 We have also
speni, time considering management of our
cyber and business continuity nisks, Lhese
will remain key items on the Board agenda

SUCCESSION PLANNING AND CULTURE

This year has been particularty intensive
for both the Board and the Nomination
Committee relating Lo succession
planring and culture, assessing the
execulive non-executive and servor
succession pipebne, and dentifying what
skills are neaded to support our strategy
and business for the long-term

Board and senior management succession
has been a regular feature of our Board
and Commuttee discussion over the last
five years with development and continued
assessment forming a key agenda em

S0 when Marc Bolland raised his potential
retirement with the Board, the Nomination
Commitiee was well prepared L0 ensure
acareful and systermatic transstion This
process along with furlher detail on

the activities of Lhe Nomination and
Remuneration Commitlees are provided
on pages 40te 41 and 50 te 71 respecuvely

Inreaching its conclusion to appoint
Steve Rowe as Chief Executive (CEQ),

the Commuttee followed a rigorous
assessment, development and selectan
process including external benchmarking

The Board was unammowus N supporung
Steves appointment n the bght of his
consderable knowledge of the business
and s people, hus appetite to continue

the process of change, ks perceptive and
effecuive problem solving His values and his
observedieadershup The Boardis grateful
10 Marg for his planning, enabling the

Norminations Commuit tee to work carefully
and systematically on his succession

Leadership, culture and good governance
are essential considerations for our Board
as It seeks to build a business that can
deliver sustainable performance and

an organisation fit for the longer tarm
Steve has outlned on page 06 ta 08 Lhe
impartance of cuslomer focus, clanty,
simplicity, and better ways of working

to deliver onimproved operational
performance

As the business looks at how 11 can work
maore effectively, the Board recognises
the rote it can play in demonstrating
leadershup and tone from the Ltop

Following our Board evaluation Last year,
we set out {0 articulate our Board culture
with an internal framework todentily how
we wanted to work as a Board and how

we wished to operate and behave as
atearm This has helped us to reflect not
Just on what we do but the way we do it
Furthermore, it aligns the Board with M&S 5
nternal performance management to
ensure that values and behaviours are
ntegral to our corporate DNA

THIS REPORT'S KEY FEATURES

Over the next few pages we look at our
Board members, the role of the Board, s
performance and its oversight We prowide
an overview of the process undertaken 1o
ensure CEQ succession and provide insight
nto diffenng induction programmes

Followng feedback on our 2015 report,

we agan provide detait on the activities
and discussions undertaken during the year
by sharing some of the aclions arsing from
those discussions and the progress against
therm Civen the timing of the change in
leadership, certain discussions pertaining
lo future strategy and Board evaluation
were undertaken subsequent to year-end
In the interest of transparency, to align wath
previous years and provide Clanty Lo the
reader, these have also beenincluded in
the 1able on pages 36and 37
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GCOVERNANCE - KEY FEATURES

Governance gt MAS s an important element
of our Board ermironment. It feeds tito how we
do business, how e serve our customers end
our other stakeholders It therefore needs to be
authremk and meanmghul

in ke with previous years, we have used the
ey themaes of the UK Corporate Covernance

Code as the framework for arbeutating the
Beard s activibes during the year

-> Leadership and Effectrveness are on pages
32t041

= Accountablity on pages 27 Lo 29 withinthe
Strategic Report and pages 42 to a8 in the
Dwectors Report

= Stakehotder engagement and relations wth
sharehclders on page 49

-3 Remuneraton on pages 50to 71

Additionally information on the Covernance

of gur Pension Scheme & proveded on page 72
The required governance and regulatory
assurances are provided Lthroughout this
Dvectors Report ina way that reflacts therr
relevance Lo the busingss Asin previous years
we have sought te prowade insight as to how
governance supparts and protects the MAS
business and our stakeholders ina pract<cal way

We also prowide insight relating to director

- Independence Maintaiming the right
balance of independence on the Board,

- Effectivenass The review this year was
internally facilitated We update onthe
output and the action plan for the year
ahead on page 39,and

-» Ongoing development Business
training, engagement and mentoring

UK CORPORATE COVERNANCE CODE

The UK Corporate Governance Code 2014
(tha Code’) (s the standard against which we
were required to measure ourselves in 201516

A caopy of the Code 15 avalable from the
Financal Reporting Councils website

We are pleased to confirm that we complied
with all of the prowisions set out in the Code
for the period under review

A summary of our governance profile, outlining
our compliance with key areas of the Code,

has been set out above

To keep this report interesting and engaging,
we continug to focus on the key insights from
the business, however, further detal on how
we comply with the Code can be found in our
Corporate CGovernance Statement avaiable at
marksandipencercom/thecompany

BOARD OVERSIGHT AND MONITORING

We have hightighled our nisks and risk
management process on pages 27 10 29
While the Board 15 responsibie for these, the
Audit Commuttee has played a key role n
ensurng that the appropriate governance
and challenge arcund risk and assurance
15 embedded throughout the business

It has been closely monitonng the
management of our cyber nsk, health ang
safety and business centinuity of our UK
and international operations and has
undertaken a thorough review of the

Where information would prewviously have been
located withwn the Directors Report, and has
instead been ncorparated into the Strategic
Repart, alst of page references 15 avaltable
within the Other Discloswres section on page 73

Every year we réview and benchmark our
governance framework against best practke

The framework sets out the roles accountabilbies
and expectabions for our directors and our
structures This format has been adopted widely
across the busingss and can be viewed at
marksandspencer com/theccmpany

GOVERNANCE PROFILE

Independence Qver half of our Board 1s made up
of ndependent non-executive directors inime
with the UK Corporate Covernance Code

Semor independent Director Our Servor
Independent Drrector 1s VindiBanga

Acccuntability and election We have clear
separation of duties between Charman and
CEO roles and requsre alt the directors to stand
for re-electon annualty

Evaluation An nternally faclitated performance
evaluabon of the Board and 1ts Committees

was undertaken durning the year Anexternal
svaluaton will be undertaken next year

notable non-underlying items impacling
ths year s performance Information on the
activilies of the Committee can be found
on pages 42 1o 46 of this report

In supporting talent and future leadershup
for the business, the Rermuneration
Committee has reviewed our remuneration
framework, to ensure it remams retevant to
the business, and continued o develop and
test the seting and disclosure of objectives
and Largets The Commuttees activilies,
considerations and a summary of our
Remuneration Policy, are on pages 50to 71

APPOINTMENTS AND BOARD CHANCES

We made a number of changes to the
Board thus year On 1 April 2015, we
welcomed Helen Werr as Chief Finance
Officer She has brought considerable
financial challenge to our processes, data
and key performance metncs and has built
a strong team Lo support the business

In April 2015 Richard Solomons joned the
Board as Non-Executive Director As the
CEO of Intercontinental Hotels Group,

he brings considerable knowiedge of
operating an international, multi-channel
consumer business

In July 2015, John Dixon, Executive Director
of CM resigned from the Board Civen his
success in running Food for three years,
Steve Rowe was appointed to the role

In Decermber 2015 we were delighted to
appoint Andrew Fisher as a non-executive
director, he brings considerable expenence
of chgial services, consumer ns:ght and
international context to the M&S Board

Hss appointment followed a review of

the Board expernience and skills The
Nomination Commultee sel a clear search
specification which focused on digital and
consumer expenence This appontment
was part of our planning for the retirement

Attendance The directors have all
attended an acceptatie level of Board
and Committee meetings

Compliance The composilion of all Board
Committees comples with the application
recommendations of the Code
Expenence Throughout 2015/16 the Audit
Comrmittee charman met the specific
requrements with regard to recent and
relevant linancal experience

Tenure We changed our authtor in 2014/15,
following a tharough tender process

Non-audit poliey We have a policy for the award
af non-audit work performed by our auditor
which 15 disclosed an our website, and we have
daclosed the imited non-audit work yndertaken
Awdrtor appomtment We disctose our external
auditor appontment polcy

internal Audtt Oetals on the internal Audit
function are provded within this report

Performance-ralated pay A uigrificant part
of our performance-related pay 1s delivered
through shares

Reward Qur revard frarmework 1s simple and
transparent and ts designed to support and
drive our business sirategy

of Martha Lane Fox, who stepped down
as a non-executive director on 2 Aprl,
after nearly rune years onthe Board

Andrew Helen and Rechard all undertook
comprehensiva inductions into the
business Detail on Andrew s nduction
prograrnme is provided on page 38,

an overview of Helens and Richard s

was provided i last year s report

These appointments bring new energy,
challenge and oversight to Lhe Board
Their additional skills and expenence buitd
onour existing talent and witl stand usin
good stead for the year shead

We continue to dnve the agenda of
diversity in i£s broadest sense across the
business, and are proud to have built a
workforce that 1s diverse interms of gender,
expenence, ethnicity age and levels of
physical ability Further insight is provided
on page 41 and in our Plan AReport

We hope this report demonstrates how
our governance helps us test whether

we are dong the night thungs inthe nght
way, with the night safeguards, checks

and balances, and whether the right
considerations underpin the decisions we
take Furthermore, we report wath honesty
integrity and transparency to ensure ouwr
stakeholders receive a fair and balanced
wview of the business inwhich they invest

We approach the year ahead with
confidence in our leadership and business
and as outlined on pages 06 to 08 our
focus willbe on performance and delivery
of our strategic priories

ROBERT SWANNELL CHAIRMAN

OUR BUSINESS

OUR PERFORMANCE

COVERNANCE

FINANCIAL STATEMENTS
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LEADERSHIP & EFFECTIVENESS

OUR BOARD

CHAIRMAN EXECUTIVE DIRECTQRS

80
Robert Swannell Stove Rowe Helen Weir Patrick Bousquet-Chavanne
Charrman Chie! Executive Chwef Finance Officer Executive Drrector Customer

Appointed Chairmanin January
2011 Non-Executve Drectorin
Cctober 2010

Apponted ExecutveDirector
Ceneral Merchandisen July 2015,
Chvef Executive from 2 Apnl 2016

Skilts, comprtence and exponence
Roberts a Chartered Accountant
and a Barrister He has extensve
government and regulatory
expenence and possesses a wealth
of knowledge of many different.
business areas, banking and the

City acquired over a 33-year career
rinvestenent banking Hehas
significant experience asadirector
and chairman across vanous sectors
and hus leadershup in the ares of
governance promotes robust
debate and dnves a culture of
openness intha boardroom

Other roles Chairmanof UK
Government Investments Director
of the Investor Forum Trustee of
Kew FoundatonandTeach First

Skills, competence ond expenence
Stevejoined M&Sn 1989 and
progressedthrougha variety of

rotes within storemanagement
before moving to Head Othcen

1993 Hehas workedin senior roles
acrossvanous areat of Lthe business
including Drrector of Home Drector
of Retail, and Director of Retanland
E-commerce He was spponted 10
the Board as Executive Director, Food
n 2012 leading the Food dmsion as

it continued its record of outstanding
innovationand stronp growth

Steve moved Lo therole of Executive
Director Ceneral Merchandisein

July 2015 watha mandate to imprave
overall parformance and buld on the
Clothing & Home divisions design

Appownted April 2015

Skills, competence and expsnence
Helen s a quatiled accountant,

with over 25 years experence in
thefinance andretal sectors She
brings substantal stratege financal
experience and awealth of sgmficant
retad and consumer experienceto
the Board Helen has strong hsted
campany expenence having been
Croup Finance Director, Executve
Director and Non-Execut ive Drector
onthe Boards of anumber of major
comparves Helerus a Fetlow of the
Chartered institute of Managernent
Accountants and was awarded 3 CBE
for serwices to Finance in 2008

Other rales Non-Executive Director
of SABMiller Trustee of Mare Cunie
Nan-Executve Directar of the
Rugby Football Union

Markelng & MES com
Appomnted July 2013

Skills, competence and expenence
Patnck brings over 25 years of
extensive experience nthe corsurner
goods ndustry Hisvaluable strategic
nsight 1s supported by his expernence
indeveloping and marketing brands
giobally and broad knowledge of
enhanaing busmness performance
and customer expenence ina
multi<channelermaronment

Patnck played a key role increating
the new markeung strateqQy for
Wormenswear and continues tolead
thetransformationaf M&S s in-store
environment and the publishing
strategy for M&S com Patrick
assumad overall respansibilay for
MES com and Plan A in May 2016

Other roles Non-Executive Direclor
of Broun-Forenan Inc Non-Execubive

and sourcing capablities priortohis Drector of Collect
?f;‘;‘f:’nﬁm:g‘:ﬁ?f Surten appointment 35 CEOan 2 April 2016 rofCollectvatyorg
INDEPENDENT NON-EXECUTIVE DIRECTORS
gm o000 g@ 00
Vindi Banga Miranda Curtis Andy Halford Alson Brittain
Seniorindependent Director Non-Executive Director Non-Executve Direcior Non-Executive Dweglor

Appointed Semorindependent
CwrectorinMarch 2015 Non-
Executive Director in September 2011

Skills, competence and experience
vind has extensive cansumer brand
knowledge and global business
expenence acquiredover 13 years
1 senior rotes within the consumer
goodsindustry Hisin-depth
knowledge of UK andinternational
trade and indystry provides valuable
nsight nto business andenterprise
across the globe He has strong
axpenence as & board member of
other Lsted companies andis the
recipient of the Padma Bhushan

one of Inda s highest civilian honours

Other roles Partnerat Clayton
Dubrlier & Rice Director of Kedaara
Capiat Investment Managers Lid
Kedaara CapstatiLtdandKedaara
Holdings Lid Non-Executive Drrector
of Thomson Reuters and GSK
Chairman of the Mauser Group and
the CBI s Economic Growth Board
member of the Coverning Board

of the Indhan School of Business

Apponted Tebruary 2012

Appanted Jangary 2013

Appointed January 2014

Shills, competence and oexpenence
Mrranda s substantial expenence

of thg nternatonal consumer and
tachnalogy sectors arnd extensive
knowledge of globalindustry
provides a valuable contribution

to the Board Dunng her 20-year
carear with Liberty Mranda ledthe
campany sinvestments indigital
distribution and content operations
across Conunental Europe and
Asia-Pacfic mostnotably in Japan

Other rotes Charmanol
Waterstones, Non-Execulve Duector
of tuberty Clonal ple board mermber
of boththe Insttute for Covernment
and the Royal Shakespeare Company
vice-Charman of Carsington Opera
andcharrs African grls educaton
chanty Camfed

Skills, competence and experence
A thartered accountant Andy has
astrong finance background and
sigruficant recent and retevant
hnancial experence gained from
CFQ positsons in global bsted
comparees His extensive knowledge
of the UK andinterrational consumer
market prowides the Board with
valuable strategic insight Andy s
amember of the Business Forum
onTax and Competitivenessand
aFellow of \he Institute of Chartered
Accountantsin England and Wales

Other roles Chief Financial Officer
of Standard Chartered plc

Slulls, competence and expenence
Alson brings extensive inanceland
commercalexpenence tothe
Board, combined with considerable
knewdedge of runming large scale
consumer businesses Sheis Chief
Execyutwe of hosprtabLy group
Whitbread ard was previously
Croup Director of Lioyds Banking
Croup s Retal Dansion untd uly

2015 She has held a number of
senior positions in the financial sestor
particularly iretal and has valuable
regulatory nsight Alisonhas an
MBA from Cambndge University s
Judge Insutute

Qther rales Chiefl Executive
of Whitbread ple andd member
of the Preme Minister s Busingss
Adwsory Group
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FIND QUT MORE

© Sen p34 for Covernance and Board structures @ See p36-37 for Board activities 1n 2015/16

© See p34 for Board roles and responsibiities

RETIREMENTS IN 2015/16
Laura Wade-Cery Marc Bolland Jchn Dixon
Executve Drector Multi-channel Chref Exetutive Executive Director GM

Appomted July 2011

Skills, competence and experience
Laurabrings considerable retail
e-commaerce and custorner
expenence ganed from over 15 years
nseruor rolesinthe retad sector
Laurahas been nstrumentatin the
improvement and modernisation

of our e-commerce and multichannel
capabilitres which she continues
tolead inJuty 2014 Lauvrasrole was
expandedtoinclude responsibility
for UK stores toprovide greater
aversight and a fullyintegrated
approach to M35 s mult-channel
strategy Laura s curreritly on
materauty leave and s due to return

Retwed 2 Apri2016 Marc stepped
down on 2 Apnil 2016 after six years
asChief Executrve Heremans
avalabte to the Boardto assist n
the transtonunol 30 June 2018

Martha Lans Fox
Non-Executwve Director

Resgned 16 July 2015 After

29 years with M5, John stepped
downin July 2015 to pursuenew
career opporturities outside of
tha Company

inSeptember 2018 Retired 2 April 2016 Inline with best
Other roles Mon-Executrve Director practice Martha chose not to seek
of Britshiand, Trustee of Royal re-glection at the ACMfollowing
Opera House Covent Cardenbimited, ~ complation of her thrdthree year
Trustee of Aldeburgh Music termand retired from the Board
on 2 Apnl 2016
GROUP SECRETARY
00 00
Richard Sotomons Andrew Fisher Amandas Mellor
Non-Executive Director Non-Executive Directar Group Secretaryand
Head of Corporate Covernance

Appointed Apnl 2015

Apponted December 2015

Shulls, competenco and expenence
Rechard bnngs strong cormmercial
financial censurmer branding and
global expenence Lo the Board

His extensive internationat retad,
and global consurner expenence
androle asa CEQ of anmternational
business provides vatuable nsght
lothe Board Dunng his career at
{HG Richarg was integralin shaping
andimplementng IHGs asset-ught
strategy which has helped the
business grow sgruficantly since

#t was formedm 2003 as wellas
supporting the return of $104bn
toshareholders

Qther roles Chief Executive of
THG Governor of the Aviation
Travel Industry Croup of the Wortd
Economc Forum Member of the
Industry Real Estate Financirg
Adwusory Council

Skilts, competence and expancence
Andrew has substantal expenence
of the nternational consumer and
technology sectars and has ledthe
successful growth of a number of
technology-focused enterprises
over the past 18 years Hescurrently
Executve Charman of Shazam
Entertainment Limited, having
previously served as Chief Executive
Officer ince 2005 Prior to that
Andrew was European Managing
prector of Infospace Ing and founder
and Managing Crrector of TOU com
He s amember of the Adwsory Board
tothe Secretary of State for the
Reviewof the BBC Charter

Other roles Executwe Chawrman
of Shazam Entertainment Lmited
Non-Executve Direclor of
MoneySuperrmarket com Croup PG

Appointed July 2009

Other roles Non-Executrve Director
of Kier Group plg

BOARD DIVERSITY

The tables and graphics below
provide a visual cutline of our
Board 5 diversity m terms af
gender range of expenence
and length of tenure More
information on our Board
Deversity Policy can be found
onpage 4l

GENDER DIVERSITY

SECTOR EXPERIENCE

INTERNATIONAL
EXPERIENCE

NON-EXECUTIVE
DIRECTOR TENURE

KEY TO COMMITTEES

FINANCIAL STATEMENTS

@ Nomination @) Rernuneraton

O Aude @ Committee
Char

Full iographical detaids of
each director 2reavallable on
markaandiptncer.comfthecompany

OUR BUSINESS

OUR PERFORMANCE

COVERMANCE
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DIRECTORS REPORT COVERNANCE

LEADERSHIP & EFFECTIVENESS
OUR BOARD CONTINUED

BOARD COLLABORATION

The Board and Commutiee structure
throughout 2015/16,1s prowded on the
nght As highughted on page 09 of the
Strategic Report, going forward the
Management Committee wlt be disbanded
and the Executve Board will be renamed
the Operating Committee with renewed
membership Operating Cormmittee
membership s provided on page 09
Updated Terms of Reference for this
Committee will be added to our corporate
website once agreed by the Board

The work of the Board complements
enhances and supports the work of the
Executive Board We believe that effective
governance is reabsed through leadershup
and team work Collaboration across all
levels within the Board structure drives

3 culture of continuous IMprovernant in
standards and performance across our
business Working Logether, all parts of
the Board structure conduct robust
interrogation of plans and actions,
ensuring high-quality decision-making

N all areas of stralegy, performance,
responsibilly and accountability

CROUP BOARD

MANAGEMENT
COMMI