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FINANCIAL OVERVIEW

CROUP REVENUE

£10.3bn '

UNDERLYING PROFIT BEFORE TAX

GROUP PROFIT BEFORE TAX

£661.2m*"

INTERIM AND FINAL DIVIDEND

£600.0m*34*

6.4p+11.6p=18.0p *>*

UNDERLYING CROUP EARNINGS PER SHARE

CROWP EARNINGS PER SHARE

33 .lp +2.8%

STRATECIC PRIQRITIES FOR THE YEAR

29.7p -8.6%

ALthe starl of this inancial year we set out four strategic prioritesio enable us to deliver our plan Lo
become a leating, nternalional mutli-channel retaiier Food sales growth, GM gross marginimprevement,
impraving GM performance and strong cash generation

o o o o
Uk 00D GENERAL MEACHANDISE UK GENERAL MERCHANDISE FREE CASH FLOW
£5.2bn  52.6% £4.0bn £524.2m
+3.4% +1H0hps -2.5% +22.5%

& Sea Chicf Executive's strategic overview p0B-09

ABOUT QUR REPORTING

MAVIGATING THE REPORT Inthis
document you witl sce a series of cons
that, demonstrate how we ve integrated
information aboul our business model
with details of our slrategy and risk

The casy todentl yicons alsotellyou
whero te look fer further infarmation

© 0 0 0O

STRATECIC PLAN A RISK LOOKING
PRIORITIES AHEAD
LINKED TO READ
REMUNERATION  MORE

INTEGRATED REPORTING As membersofthe
International Integraled Reporting Council pilol
we have committedto reporungthe long-lerm
value created by sustainable business Our
ambition s to have a report that fully meels
the prnciples of the IRC framework by 2016
Progressthis year ncludes a revised depction
of our business model, which better
gemonstirales how we create long-termvalue
throughthe effectve use of our resources and
relationships,andclear inks between our KPIS
andremuneralion

PLAN A Plan A s integrated Lhroughout
this reperl Lo demonstrate howsilis
embedded in every part of our business
Trus makes it easier for shareholders Lo
seehow our sustainability programmes
creating value inour different dvisions
More detalled information s avalable

n our oabne 2015 Plan AReport at
marksandspencer com/plana20ls

ONLINE INFORMATION To keep
shareholders fully up-to-cate, we have
comprehensive inancial and company
nformation on our website Itmaeans thal
sharehalders can access thenformation
they require, 24 hours a day Toreqister,
go 0 marksandspencercom/investors
andiollow thie ‘Electronic Shareholder
Commumcation’ ink

INVESTOR RELATIONS APP Our Marks &
Spencer inveslor Relations app provides
nfarmation Lo rvestors and Lthe financal
mediain anPag™ oplirrised lormat
The app displays the latest share price
infarmation and corporate fews It also
contans Nnancialreports, presentalions
and wideos For more informationvisit
marksandspencer com/investors
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STRATECIC REPORT

INTRODUCTION

M&S IS ONE OF THE UK'S
LEADING RETAILERS, WITH OVER
1,330 STORES WORLDWIDE

WE ARE COMMITTED TO
DELIVERING SUSTAINABLE VALUE
FOR OUR SHAREHOLDERS AND
ENHANCING LIVES EVERY DAY
THROUGH THE HIGH QUALITY, OWN
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BRAND FOOD, CLOTHING AND HOME :
3 [4
:
PRODUCTS WE OFFER IN QUR STORES x
AND ONLINE BOTH IN THE UK )
WHATS IN THIS REPORT?
[N
- OUR BUSINESS [ COVERNANCE FINANCIAL STATEMENTS g
02 Agaglance 32 CharmansGovernanceoverview 90 Consocldated {inanceil statements g
04 Chairmans stalement 34 Leadership &effectiveness 94 Notestothe linancial statements g
06 Creaung sustainable value 34 CurBoard 123 Company financial statements ©
5 08 ChiefExecutives strategic .| 42 NominatonCommittce Report 124 Nolesto the Company Ninancial
overview & slatements
g 44 Accountability
¥ 10 Our plannaction § 24 Riskmaction 126 Croupfinancial record
i 4 R
& g | 46 AudiCommilceReport 127 SHAREHOLDER INFORMATION®
%! OURPERFORMANCE %] 51 Engagement
“1 14 Keyperformance mdicators &| 51 Stakeholderengagement
16 Financial review 52 Remuneration
20 Markeiplace 52 Remuneration averview
22 People behind the plan £4 Remuneration Policy
L 23 Riskrmanagement 62 Remuneration Report E
26 QOperaung performance L 77 Pensions governance E’
78 Other disclosures "DIRECTORS' REPORT a
Operating performance and Shareholder
83 independent auditor’s report informaton Form part of tne Drectors Report g
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OUR BUSINESS

AT A CLANCE

ST I vescon

We sell high quality, great value Our M&S com flagship positions us as a
products to 33 million customers leading multi-channel retailer Launched
through our 852 UK stores and our in February 2014, the website gives us
e-commerce platform Qur busness flexibility to cater to customers' changing
has two divistons Food, which accounts shopping habits, whether they are
for 7% of our turnover, and General shopping ontne via therr mobile, ona
Merchandise, which accounts forthe tablet, or at Shop Your Way points in our
remalrning 43% We have market leading stores The site now has over 7 milbion
positions in Womenswear, Lingerie registered users

and Menswear

© Read more on p26-28 © Read mare on p28
FOQD REVENUE M35 COM SALES®
L bn™" 36.5m
5.2bn £6 ¥9)001
GENERAL MERCHANDISE REVENUE WEEKLY SITE VISITS
£ O -2.5% 1 +10.9%
4. l )41 o0.1m
STORES SHOP YOLIR WAY STORES

+34 +22
852 520
sLares

+ MG com sales hor the year ending 2014/15 are on 8 posL Store returns pasd MES com sates
nave peen (esEtec on a Cansisient basit for 200114
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INTERNATIONAL

M&S has 480 wholly-owned, jointly-
owned or franchised stores in 59
territories across Eurcpe, Asia and the
Middle East Our International business
now Includes a fast-growing standalone
Food operation, meaning that more
people around the world can enjoy our
delicious, innovative food products Our
significant physical presence overseas
1s complemented by country-specific
Ceneral Merchandise websites

© Read mare on p29

INTERNATIONAL REVENVE

¢1.1bn™

INTERNATIONAL STORES

+23
et new
stores

TERRITORIES

59"

Pian A, our ethical and environmental

programme, underpms everything we do,

frorm sourcing responsibly and reducing
waste to helping the communities in
which we operate It 1s a business plan
that maps out our route to providing
leadership in a world that's increasingly
resource-constrained and experiencing
social change

© marksandspencer com/plana2ois

TOTAL PLAN A 2010 COMMITMENTS

102

COMMITMENTS ACHIEVED NOT ACHIEVED

47 9

COMMITMENTS ON PLAN COMMITMENTS BEHIND PLAN

39 2

COMMITMENTS NOT STARTED

5

OUR BUSINESS

OUR PERFORMANCE

COVERNANCE

FINANCIAL STATEMENTS
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QUR BUSINESS

CHAIRMAN'S
STATEMENT

From our values to our infrastructure, M&S is a
more capable and better equipped business than it
was a year ago - helping us become the modern,

agite company we need to be

ROBERT SWANNELL CHAIRMAN

INTERIM

FINAL

TOTAL DIVIDEND FOR 2014/2015

6.4p 11.6p 18.0p

PAID ON 9 JANUARY 201%

OVERVIEW

Trus year we have seen outstanding
perfarmance in some areas of the business
hut performance betow our expeciatians
in others The overall result 15 that
underlying profits before tax moved ahead
61% 1o £661 2m We have achveved a
number of the strategic pnonties we set
out at the beg:nning of the year, becoming
2 more capable cormpany with significantly
stronger infrastrutture, but we expenenced
some implementation issues along the way
we embedded new values ahgned with our
strategic goals These values, which put
integrity at their core, respect our herntage
whilst helping us to become the modern,
agile company we need to be AGove all, we
rernain focused on one thing offenng our
customaors products of exceplional quality
ang value Lhal Lthey can trust, however they
choose Lo shop wath us

PERFORMANCE

Our Food business had an oulstanding year
1N @ secLor that conunues to go through
profound change Inthe masl competitive
food markel of recent years we delivered
uke-for-Uke growth in every quarier and
marntained our margin We have a clear and
distinct offening and aur growth plans ook
clear and achievable

Qur Ceneral Merchandise (GM) business
delvered sigruficant margin gains - the
first step in reaping the benefis of the
investment we have made - and our
products were well received Dy our
customers and the fashuon press Whilst
our averall performance was affected by

TO BE PAID ON 10 JULY 2015

the implementation issues outined below,
1t was pleasing to exit the year inthe fmat
guarter wth all elements of our GM
business showing growth

Perforrnance in our Internabional
business was disappoinling Strong sales
performance inkey owned markets, for
example incia and Hong Kong, was more
tnan offsel by macroeconormc issues and
perfarmance n key franchise markets,
particularly Russia, Ukraine and Turkey

We implemented two cruceel pieces of
infrastructure our new MRS com websile
and our automated distrbution centre at
Castle Doninglon, two of the largest
projects of their kind in Europe Whilst
projects of Lhss scale are lkely Lo
experience somenitial performandce (SsUes,
Lhese were greater than we anticipated Our
skilled teams acted deaisively 10 address
Lhe ssues The strategi¢ rationale for both
projects remains clear

BOARD PRIQRITIES

The Board s three priornLies have remained
Lhe same since | became Charrmanin 2011
we are focused on stralegy and execution,
people and succession, and values Having
completed the bulk of our major three-year
invesiment programme 10 ransform M8S
intoan international mulli-channel retailler,
the Boards focus agauws this year was on
ensuring that our substantalinvesiment
delvers the required returns We also
devoted time te ensunng we have Lthe night
talent and skills required in our Dusiness,
and to debating and arliculating our vatues,
discussed below

BOARD CHANGCES

There have been a number of changes to
the Board this year

Jan du Plessis, our Senior Independent
Director, stepped down in March 2015,
having served on the Board since 2008
{woukd ke to thank Jan for his
commitment and contribution to M85 over
the years His insights and experence have
been nvalugble Vind Banga, who has
served onour Board since 2012, took on the
posivion of Seruor Independent Director, he
als0 chairs the Remuneration Committee

In April 2015, Richard Solomons joined the
Board as a non-axecutive director Richard
i Chief Executive of InterContinental
Hotels Croup and brings skrong
commgercizl consumer, branding and
global experience to the MAS5 Board

On the cxecutive teamn L would Uike 1o
extend a warm welcome Lo Helen Weir
our new Chief Finance Qfficer Helen has
exceptionat credentials n both retallang
finance having previously held the same
pasition al John Lews Partnership, Lioyds
Banking Croup and Kingfisher

Trus year we reviewed our senmor
remuneration [ramework to algn it more
clearly with our slrategic objectives
Further details are laid out in our
Remuneratan Report on page 52

OUR VALUES AND PLAN A (]

The culture at MES 1S impartant to the
Board Our values are 3 fundamental part of
how we do business — they are what makes
M&S different Last June we introduced four
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GOVERNANCE PROFILE

Independence Hall of our Board s made up
of ndependent non-executive directors, N
line with the UK Corporate Governance Code

Serior Independent Director Qur Serior
Incependent Director1s Vindi Banga
Accountability and election We have clear
separation of dulies between Chairmanand
CEQroles and require allthe directorsto
stand for re-electionannually

Evaluation An externally faciitated
performance evaluation of the Board and its
committees was undertaken dunng the year
asitiseverythreeyears

Attendance The Duectors have allattended
an acceptable level of Board and Committee
meetings

Complance The composition of all Board
committees complies with the application
recommendations of the Code

Expenence Throughout 2014/15 Lwomembars
ofthe Audit Committee had recent and
relevant financial experence

Tenure The tenure of our previous external
AuCkor was over tenyears In 2014/15we
appomnted a new statutory auditor, Deloitte
following a tharough tender process

Non-audit policy We have a policy for Lhe
award of non-audit work perfarmed by our
auditor, which 1s disclosed on our website, and
we have disclosedthe imited non-audit work
undertakern

Auditor appointment We disclose our
external auditor appomtment policy

internal Audit Details on the internal audit
function are provided withinthis report

Performance-retated pay A significant part
of our performance-related pay s delivered
through shares

Reward Our reward framework s simple and
transparent and s desigrad Lo support and
drive our business strategy

OUR GOVERNANCE PRINCIPLES

LEADERSHIP D See pi4

The Board ngorously challenge machather

on strategy performance responsibility and
accountality to ensure that the decisions we
make are of the highes- guality

EFFECTIVENESS © See pal

The Board s perfarrnance s scrutimsed inan annual
effectveness raviaw This exarmines the prograss
we are rnakung against our plan ourcollectve and
rdmcual effectveness and theindependence of gur
non-execuive directors

ACCOUNTABILITY © See paq
All of our decisions are ciscussed withinthe context
of therisks mvolvad E*fective rskmanagerent is
central tous achieving our stiraegc obyectives

ENGAGEMENT O Soe ps)

Maintamming sbrong relationships with our
sharehotders bodhprivate andinstiutional 1§
erucial to-achieving our aims Wa hald numerous
events throughout the year to maintain an oper
galague with nvesLors

new core values built onthe principies that
have guided M&S since it was founded in
1884 The values - Insprration, Infovaton,
Integrity and In Touch - am to equip us all
1o deliver our strategic plans

But while the words are new we have not
changed what matters to us Acting with
ntegnty)s at the heart of the way we do
busiress So our customers can be sure
that the CM margin gains we achieve will
not come at the expense of the standards
we expect in our factories, they can be
safe in the knowledge that we will not
compromise on the provenance of our
food, and they can rely on us 1o be a force
for goodn the communities in which we
operate

QOur commitment to Plan A Lthe
programme we launched eight years ago Lo
become the world 5 most sustainable mayor
retailer, remams as deeply held today as ¢
ever was As people become increasingly
aware ol how therr behaviour mpacts Lthe
wirld around them, we believe busingsses
needto connect with the communities In
which they operate From healthy tring

to ethical sourcing, we are commutied to
leading the way and striving to offer our
cusiomers the most sustainable options
passible As M35 bacomes more
nternational, our abihity to lead with others
on a global scale grows, whether by using
our scale to drive trnprovements 11 our own
supply chain or by lending our experuso o
globalindustry intiatves

© See Covernance Section p32-82

STAKEHOLDER ENGAGEMENT

Engaging with stakeholders and employees
1s parbicularly important durng Limes of
change Wo communicate regularly with our
shareholders to ensure they understand
our progress and plans Quisicle our results,
thus year, we held investor brefings on

M&S com and our International business
and Marc Bolland and his executive Leam
had many meetings with investors All
information shared at these events

15 avallable to shareholders at
marksandspencer com/finvestors We
again held a governance event for our
largest shareholders which | led with our
Senior Independent Director

We have recently implemented a now
loyalty scheme for our private Investors
The scheme allows over 190,000 of our
UK-registered private nvestors to use
money from therr dvidend payment to buy
an M&S Shareholder Card at a discount [k
operates much like a gift card The inkative
reflects the fact our private nvestors are
also some of aur most loyal customers and
we value thermn greatly

Qur FiL for the Future pregramme was one
of our biggest ever engagement exercises,
where employees discussed the shape of
the new values We alsolaunched a scheme
for the 3.500 sectron managers who
between them manage 92% of our sales
floor calteagues The programme inspired
and motivated these managers whao are
the beating heart of M&S

LOOKING AHEAD AND DIVIDEND [«

MA&S 15 a more capabte and betler
equipped busingss thanit was a year ago
Inthe coming year we will continue Lo
focws ongrowthin Food improving

CM performance further imgroving
margins and cash generalion

Cur dividend policy remans a progressve
one, with dnadends broadly covered Lwice
by earmings We intend to pay a final
dwidend of 11 6p this year, Laking the total
thvidlend to 180p, up S 9% on last year In the
context of our increased free cash flow, we
are also pleased Lo announce an ongoing
programme of returns of capilalto
shareholders, starting thus year, with a

share buyback programme of £150m

Finally, | woulc lke Lo thank all our
emplayees for Lheir hard work and
cormmutrnent at a tme of sigrificant
change M3S ermployees are dechcated and
upbeat - | arn always struck by theyr positive
attriude and encrgy Therr pride in M&S and
comrmitment to the business are what
makes us special |want to thank every

one of themin stores and m our offices

far thew ¢centnbution this year

ROBERT SWANNELL CHAIRMAN

QOUR SUSINESS

QUR PERFORMARNCE

GOVERNANCE

FINANCIAL STATEMENTS
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OUR BUSINESS

CREATING

SUSTAINABLE VALUE

OUR BUSINESS MODEL

OUR RESOURCES & RELATIONSHIPS

We create long-term value throughthe
effective use of our resources and relationships
We manage these in ne with our core values of

inspiration, iInnovation, Integrity and In Touch

O FINANCIAL
Ceneratingreturns for aur
stakeholders through effectve
management of our lInancal
resgurces

These values influence how we behave and they
run through everything we do - they make the
M&S difference enhancing lives every day

through the products and services we offer

) MANUFACTURED
Maintaining our channels and
suppty chaninfrastructure to meet
customer dermand

our customers in the UK and intermationally

© INTELLECTUAL
Strengthenng our brand through
creation and protection of our
ntellectual properties

LISTEN & UNDERSTAND

STRATECY & FINANCIAL
PLANNING

PRESERVING QUR

>

Undoerstanding our customers nforms
everythung we do Our Customer Insight
Urit {CIU) listens and talks 1o around 60.000
customaors amenth, analysing theresulls
1o build a comprehensive understanding
of what our cusiomers want and how this

1s changing We also engage wilh aver

2 6 million customers every day via our
social megdia channels gving a conslant
flow of infermatian aboul how they are
feeling about M&S and our products By
keeping closely intouchwith our customers
wC Can ensure that we stay relevant and
continue Lo offer the product s and services
they want to see at M&S

Awell run business relies onrobust
financial managernent and plannng

We are committed to creating value for
sharcholders by making M85 amore
profiiable business through mpraved
gross marginand strong cash generation
driven by rigorous controt of costs and
capex Inline with our strategy Lobuild an
infrasteuciure (it 1o support the future
growth of the business we cantinue Lo
vest i our supply chain and technology
We fund future growth through existing
cashlows a policy which supporls our
commitment to maintaiming aninvestment
grade ralung

> TRUSTED BRAND

>

Qur own brand model si s at the very heart
of the M&S difference Our unique products
set ys apart and our innovative culture
moans we are abways mproving them for the
better By providing high-quality products
alongside anindustry leading approach

to provenance, ethics and erwironmental
standards we have bult a brand that our
customers Leust —this s our competilve
advantage M35 occupies a very special
place in Brtain and we work hard to protect
thal position by always acting with the
integrity our customers have come Lo
know and expect
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FIND OUT MORE

© Rvad about Our Plan on p09-11

Q) Resd more on Risk on p23.-2%5

© Read more on KPis on pld-15

QUR BUSINESS MODEL

[ OURBUSINESSMODEL

QUR RESOURCES & RELATIONSHIPS

& NATURAL
Sourcing responsibly and
using natural resources efficiently

O SOCIAL & RELATIONSHIP
Bualchng and nurturing relationships with
our customers and suppliers andin the
commurities In which we operate

O Human
Developing people andtheirknowledge

THE M&S DIFFERENCE

T themssowstmence

BUILDING STRONG

REACHING QUR CUSTOMERS

MARKETING & SERVING

RELATIONSHIPS 3

We are commitled to bulding and mantaning
collaborative, sustanable relauenships
throughoul our supply chain andin the
communsties where we operate We encourage
and support cur suppliers to apply the same
ngorous standards against which we measure
ourselves M&Shas over 3,000 product raw
matenal and service suppliers with current
seoialcompliance assessment s covernng
many aspects of humannghts bstedon

the Supplier Ethical Data Exchange We are
longstanaing members of the Ethical
Trading Intatrve and Global Socel Complance
Programme Qur Clobal Sourcing Prinaples
cover whal we expect and require of our
supplers -we updated them this year to
ncgrporate the UN s Guiding Princicles

on Business and Human Rights

>

Qur range of selling channels enables our
customers Lo shop with us nthe way which
15 most convenent for them M&S com
offers ourfull rangein a stylish,editonal-led
format that aims to mspire and excite our
customers We have a strong presence on
the UK highistreet and mretad parks with

a combination of larger full Line stores and
smaller stores, all supported by our Shop
Your Way service that debivers our products
wherever and whenever our customers want
them Our expanding Sirmply Food format
means we are welt posipioned to respond to
changg consumer shopping habits We
have a strong presence inkey convenience
locations, including city centres, hospitals
and travelhubs, such as petrol stations, tramn
statrons and arports

OUR CUSTOMERS >

For the fr st Lime, we have brought food and
fashion together under one brandidentily
= Only M3S Thes unsfied brand provides the
wieal platformirom whuch Lo share the many
slones that make our products unique It also
clearly communicates what MES stands lor
througha unified campaign The refresheo
brand delivers a smpler, more contemporary
look and,imporianily, Est 1884 cetebrates
our 131-yearhuslory reftecung the value

our customers place onour hertage

We have abways pnded oursetves onour
comrmilment Lo cusiomer serice -nisakey
part of our hertage Every products bult
around our customer Ovr employees traned
tothehighest standard, are uriiedn ther
dedicabonio giving our cuslomers the

besl shopping expenence

~
J

QUR PERFORMANCE

COVERMANCE

FINANCIAL STATEMENTS
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CUR BUSINESS

CHIEF EXECUTIVE'S
STRATEGIC OVERVIEW

We are transforming M&S into a
stronger, more agite business - putting the
right infrastructure, capabilities and talent n
place to drive our strategic priorities

MARC BOLLAND CHIEF EXECUTIVE

(<) (] o o
UK FOOD GENERAL MERCHANDISE UK GENERAL MERCHANDISE FREE CASH FLOW
REVERUE CRO%SS MARGIN REVENUE PRE DIVIDENDS
£5.2bn 52.6% £4.0bn £524.2m
™ . 0 . .
+3 4% +190bps -2 5% «22 5%

OVERVIEW

In 2014115 we made further progress
against our strategy to become aleading
nternational, mulbi-channel retaler - as we
enhanced our M35 cominfrastructure

With our new infrastructure Largely in
place we have been focused on execution
Anumber of key projects for exarnple
Imerovements to our product allocation
and replermshment systerns, have been
successfully smplemented this year We
also built up our desgn capabilities and
capitalised on our markert leading faod
product development Whilst we faced
sorme eifficulties during the bedding In
period of the website and distrioution
centre, we have learned more aboul how Lo
mprove our onbing Cuslomer expanence
and how best 1o stablise the complex
operauons at Castle Danington Thanks 1o
our strengihened in-house capakbilies,
these learrings have been effeclively put
InLo pracuce, enabling us Lo return M&Scom
Lo growthin the final quarier of the year

In 2014715 we wrvesied in owr organisation
and our people to get the very best fromour
new infrastructure and ensure we are truly fit
for Lhe future We have brought inkey skilts
and cornpetencies that have historically
been outsourced = helping us work more
profitably and unlh greater pace Thus has
included strengthenng our In-house
clothing and home design capabiity and

our sof lware enginecrnng team

Our values underpin everything we do

We developed four new core vatues of
Inspiration Innovation, integnty and

In Touch By putting these values at

the heart of everything we do we are
encouraging employees Lo do things
differently and take a fresh took al how we
cannspire our customers - with exquisiie
qualty and styling in our clothing, and
imnovative first to market, exceptional
quality food This consistency will help
customers recognise the values of our
brand and what makes M&S different

PERFORMANCE OVERVIEW 5]

Wwe had an outstanding year i a difficult
market Sales increased despite deflation
across the sector and our profitabiaty rose
as we streambined our processes Our Food
division has now seen 22 conseculive
quarters of uke-for-Lke sales growth
Custormers continued to turn to M&S

for both everyday quality and special
rnornents They love owr conglant
innovation over Lhe year we launched
1,700 new products It1s ths newness and
innovalion that makes M&S food special

GENERAL MERCHANDISE

We made good progress in three of our
[our key strategic priontres for the year

in dnving Food growth we delivered an
excellent performance with sales up

3 4% and growth ahead of the market

We sigruficantly increased our GM gross
margin by 19Cbps GM sales, however,

were challenging, particularly i Lhe thrd
quarter due to {he impact of the disruptien
at Castle Doninglon and the unseasonal
weather Finally, we continued to control
costs Lightly and recluced capilal expendilure
This, combined with a focus on werking
capital, has delvered free cash flow pre
dmndends of £524 2mup 22 5%

FOOD

The strategy we set out N 2030 Lo be rmore
of aspecialist in Food is working very well
anddi{ferentates us from the cormpettion

Custorners recogrised the imgroverments
n the style and quality of our clothing Our
collections over the year were a stylish,
wearable interpretation of the key Lronds,
meeting with approval from the fashion press
and customers alike By the fourth quarter
all G departments were seeing growth
The rise in grass margin carme about through
betler buying and sourcing We also focused
on full pnce sales and saw customers trade
up 10 our better and best ranges

CHANNELS

Despiie a diffscult start to the year, the
performance of M3S com sieadily
mproved as we lstened to customers
feedback and worked hard 1o improve

the onbne shopping experence The site
made gains on three key metncs as the
year progressed traffic, conversion and
customer satisfaction levels We now offer

We aim to excite and Inspire our customers

\We are restless in our aim to tmprove things for the better




09
APHUAL REPORT AND RMANCLAL STATEMENTS 2015

LOOKING AHEAD «

As we continue the work to transform
our infrastructure, we will now focus on
consolidating our postion as a leading
nternational, mutti-channel retaler

Using our strengthened capablities our
priofities, bothin the UK and International,
will be to accelerate our Food growth,delver
an end-to-end CM operating model and to
drive Lthe experence on MBS com We will
continye to develop a world class talent
pool, further growing our skills inkey
strateQic areas

The UK food market witl rernain
challenging but we are well positioned
with a store format that caters for how
shopping habris are changing We opened
62 Senply Food stores this year and we
have a strong pipeline with the fastest
Food stare opening programme planned
iNMBSshistory

Whilst we expect the Clothing and Home
rmarket to rermain highly competitive, we wil
deliver grawth through a focus on stylsh
design quality and newness, with better
avalabiity and more choice

We anticipate that our Internationat
business wil continue to be impacted
by thus year s weakening euro and
macroeconomic factors will rernain a
challenge, particularly in our Middle
East region However, we will focus on
delivering relevant ranges to our local
customers improving our like-for-lke
sales performance across our owned
and franchised market and bulding
our nternational supply chain

Qur strategic prionities for 2015/16 remain unchanged

FOOD SALES CROWTH CM CGROSS MARGIN IMPROVEMENT IMPROVE CM PERFORMANCE STRONG CASH GENERATION

our Customers a much more enNgagng
onling expenence MAS com is a superior
shop wingow lor our products and our
customers appreciate its strong editonal
point of view 8 2m people visitedits Style
& Living editorialsection over Lhe year
Together, this has resulted in a sleady
mprovement in sates and we finished the
year with growth of 138%in Q4 Over 7m
peoplo hava registered touse the site,
surpassing registrations on our old site

We continue to enprove our Stores to
make them more inspinng places to shop
We invested in the qualty of the store
environment with refreshed Womenswear
departments and new ook Menswear
departments We atsomproved

Shop Your Way with extended delwvery
cut-off imes oftenng a more convenient
and joined-up customer axpenence

INTERNATIONAL

Our International bustness faced multiple
macroeconomic challenges this year
These 1ssues affected franchuse parlners,
particularly in Russia Ukraine and Turkey -
our Middle East region - and resulted in
reduced wholesale shipments which led to
lower profits However, we were pleased by
our performance n other pnonty markets,
particularly India, and by Lhe good growth
in our Food busmess in Europe and

Hong Kong

BRAND

PLAN A 0o

The new core values are aligned with our
business and witl drive the behaviours
needed to achieve our customer prormise
of enhancing tives every day Our brand
was enhanced by imaginative rmarketing
We launched Only M&S a unified campaign
for Food and clothing - we are one

brand with many stores to tell In Food,
adventuresin  celebrated the Creativity,
craftsmanship and passion behind our
food and was very well receved bry our
custormers The clothing carmpaign marked
a step change inapproach and with
rengwed confidence we showcased our
edit of the latest trend The Two Fairies
Chrnistmas campaign combined bold ideas
with imaginative usc of social media to
posilon M35 as a retevant, lvely brand

PEOPLE

For MES Lo thrive in the future, we have

to be a modem, forward-looking and agile
company today Over the year, we continued
to roll out the necessary systerns and
processes to ensure that - fromtop to
botlom - we are inthe right shape to meet
future challenges Qur Fil for the Future
programme saw us refine the way we do
thungs We streamiined our processes,
clanfied bnes of command and mtroduced
nibatves (O encourage entreprengunatlism
e also reabigned our execulive [eams
responsibiliies The changes ensure greater
accountabilty and our new simpbited Learm
structures allow us to move with more
speed and agiity

Qver the last 131 years, M&S has buill 2
unigue position and a sigrificant part of
that 1s down to customer Lrusl Mantaming
this posiion of ntegrity 1s centrat to the
Companys luture Our customers trust us
to always do the nght thing, whichis why
Plan A 202015 absolutely crucial Plan A
has taught us that we can acheve more
when we collaborate inside and outside of
the lbusiness We celebraled a decace of
Marks & Start our scheme which provides
training and work experence within M3S
aned our supply chain for the long-term
unemployed Make Your Mark, our
programme that focuses on supporting
young pecple facing barners 1o
employment 13 part of Movement to Work,
alarger programme we helped to found

In 2013 Almaost 200 of the UK s biggest
cormpanies are now signed up Engaging
with our communities underpins Plan A
and this year our employees and customers
rased a total of £75m for our local and
national chanty partners We have a clear
plan to further engage our customers and
communities in Plan A In 2010, we set out
our goalto be the world s most sustainable
retailer and this continues to drive our
ambiton to improve things for the better

MARC BOLLAND CHIEF EXCCUTIVE

We always strive to do the right thing

Wa bisten actively and act thoughtfutly

OUR PERFORMANCE

GOVERNANCE

FINANCIAL STATEMENTS
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MARYS AHE SPENCER CROURP B
OUR BUSINESS

FOOD SALES e e e o s

e carty our fullrange of 6 300 Food
G Row T H praducts Increasng converience for
ouwr custamaers By oftening owr fudl
range in alarger number of stares weare
helping pecple cater for therr busy lves
gver ali of our customers buy feod for
today or lorignt

In a crowded marketplace, our position as a food

specialist sets us apart from our rivals Cusiomersiove Our Simply Food format continues
our nnovation (5 a strategy that makes us truly different tq grow strongly We opened 62 new
Last auturnn, our Belgan Chocolate Jaffa Sphere became stofesin the UK this year, talang our
our fastest-selling dessert ever we sold 170,000 just $ix totslzo 504 Our franchise parindr s

K ! e d o th £ nt Nt play a key rolewn this growth In March
weeks Suchwas the demand that cur supplier went Into we opened oyr 200th Simply Food
24-haur produchon store through our partnershup with BP

© 5ee more about Feod on p26
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OUR BUSINESS

OUR PLAN 1N ACTION: s

GM GROSS MARGIN
IMPROVEMENT

As part of our strategy to improve our margins, we

are bringing much of our design in-house 35% of our
clothing 1s now created, designed and sourced by our own
teams up fromn 20% at the ond of tast year. and our target
15 60% by 2016/17 Our Direct Design strategy has ledto
greater collaboration between our buyingteams, our
dgesignteams and our regional Sourcing Offices

O Seo more in Finaneial review on p16-19 and
Cengral Merchandise on p27

A better buying process has helped
increase our margins, for example
through the way that we progure our
fabric We used tosource our lnen
from 2B fabric mills Now weuse aight
Consolidating the number of midis has
allowed us to createefficiencies save
ume and be smarterin how we buy

Better availabiuly 15 kay to boosting
our marguns, but some of thebehing.
the-scenes systems and processes
whech regulate thus are aver 25 years old
Ouw CM4 Programme 1s changuig thas -
we are overhauling everything from our
merchandise planfing Svilers o our
allocatien and replenishment systerns
Crd will make s more afficient and
moreprofitable

OUR BUSINESS

QOUR PERFORMANCE

COVERNANCE

FINANCIAL STATEMENTS
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MARKS AND SPENCER GROUP PLC
QUR BUSINESS

IMPROVE GM e e e e

PERFORMANCE ‘ ayie St
FanNgRIs oW I ores ourRose
(WOMENSWEAR) rron e grgorecnace

temaore of our cusLomers nomatter

whare they lve
When we see a trend coming, we work quickly to
interpret it for our custemers As the UKmarket Over 70% of our lemale customers deem
teader In Womenswear denim, we knew that the recent the fit of a garment to b the number
denim catwalk trend would resonate with our shoppers one determining factor of quality Our
With strong editorial backing on M3S com, a feature in GM‘xamd‘;‘:gﬁ:i
Vogue bold in-store wsual merchandising andjoned- consstent good ,“éms‘ sgfwb,ams K
up marketing, our range was a hit We sold 4 3mparrs of rasrasulled na 20% reducuon n cusiomer
womens jeans up 7% on the year cormplants aboul it Wewant our GusLomers

rofeelconfrient about fndng styleh
Q) See more about General Merchandise on p27 dothes that fa. and Mlatter whatever theybuy
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ANNUAL REPORT AND FINANCIAL STATEMENTS 2015
OUR BUSINESS

OUR PLAN IN ACTION: s

STRONG CASH
GENERATION

Prudent cost management has led to strong cash
generation across the business We run oyr slores more
efficiently thanin the past This year we launched a new
Resource Planvung Systemto increase the effectivencss
of our colleagues work patterns We also sawthe benefits
of anew payroll system which centralised admynistration
Our free cash Flow before dmvidends was £524 Zm this year
compared to £4279m Last year

© See mere in Financial roview on pl6-19

We have becomse a more agite and
ilexible arganisation resyiungn
inpromved working copital Tacuwcal
supply chaininkatives such as our
move to push 3llocaton ~whareby
stock s replersshed autormatically
based an custormer demand - have
resuited in better, mor e efficrent
stacking saving us time and money

capital expenditure this year fell
to £527m, from £10m, foliowinga
penod ol major investment to bring
ourntrastruciure up to date We are
Ao IN a good positon toemaintain
our exishing assets while also having
the beadroom (o invest nnewones
aswé fulll our ambrrontabaan
nternaticnal mult-channel ratader

CUR PERFORMANCE

GCOVERNANCE

FINANCIAL STATEMENTS
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MAaRKS AND SPENCER CROUPPLC
STRATECKC REPOR?

OUR PERFORMANCE

KEY PERFORMANCE
INDICATORS

GCROUP FINANCIAL OBJECTIVES

OBJECTIVE KP DEFINITION 2014/18 DATA
Grow Group CROUP Totol Grows saternctudeg reta ) sales for ’ . b
REVENY -
revenue o E 9:;::: :J;Tr?::‘d wholesatesales 1o L 10 . 5 n
Grovp revenue wis broadly ftast yea-on- Les Ci
ya w1 hihe orowt e ood sal s ofT gt
by the geclnenGM and Internabional
Increase UNDERLYING Uncrertywiy oo, provces aad:hora] » (] & a0 (
CROUP PROFIT seful Information on the undert 13/14 £622.9m
garnings BEFORE TAX ‘j'",m;mmwmwm;’“fm’:;?m,w L6 () 1 . 2 m « / ot
and returns (] ncome ana sgadicant one-off charges  +(5,1% 12/13 L648.1m
Undetyng PBI grevr a5 Sran it ol 2 -
mnfxan:tywmovrdn:rmrman:em 11/12 £705.9 m’
the UK Dusingss
RETURN Return oncan tel employeds 3 relatve [}
ON CAPITAL oroht measuremen Thar Somonstrates 1 4 .7 % 115/14 ]4.8%
!':g’é.gvm (e L ALhe Dusess s generating from
‘0 15 et operatngasets 1) 14.8% 12/13 15.8%
The raductonn ROCEfromLast year
FRHLPCLS 3N OISR I Bvibr e Net 11/12 16.4%'
coeratng asset’ paldlly G set by
BOINCHEASE N UNCRELYING e ruNgs
UNDERLYING Earmings por Snaeg [EPS)is the underiyng 4,
EARNINGS gor.';g:nueubymemugonmberd 3 3 .1 p ]-3/14 :52.2[)
PER SHARE ociinary shares n sk T2.8%
L] The weighted avieage number af shares - 12/13 3L9p
nisyue dunng the penoduns | 6356m
(Lst year 16150 11/12 34.9[)‘
DIVIDEND On e share geclared inrespect
PER SHARE idwiinabia pec 1 8 O p 1 3/14 17.0[)
.
The Board s recommaencing & ‘mal . [} 8 1rs
dwitendof | 6o per snare resudling +1 -“D ]2/1‘5 17.0p
natotalowvgene of 180p 1 Upabove
Last year ] ,/12 17-0[)
Strong FREE CASH Froe cash ‘lownthe nel Cash generaied » B 4"
FLOW (PRE wod befor
cash DIVIDEND) b&::xgmum:h.om before ga 24. 21‘1‘1 1-‘;/14‘ L4’:2‘ f. l)ll]
Py o
generation ['s ] IMproverent was ofvin by oetrer +22.3% 12/13 L£204.1m
woriang taptalmandgement and
Improverents nundertyng EBITDA 1 1/12 £383.2m

NON-FINANCIAL MEASURES

Improve
product
sustainahibity

Reduce
impact

PRODUCTS Aqualityor leature regarded asa 2 40
THA charactanstic orahet@t partof a MA

PLAN A QUALITY product whichhas agemonstisble

(] past s or sgrdcantly lower +7%

o emaronmental sa/or socaolimodct
Aunng s SONENg HroduClion Supoty
e and/ordipossl

CAOQSS Total gross CO, 0 mussons reRiing

CREENHQUSE Froen MAS operited aLviligs worldwde 592 000 C(‘) ¢

CAS EHISSIONS We COn inua loof 34 emissions to 2 3 2

o Aot Figure of 106G (L DO eV Akt v} +4.4%

gigi;?&zg’;l;ﬂuﬂ Total gross COe emussions {

1 Y .

per 1000sq1t resultng fmMeS 30 =y

PER 100030 FT operatad actvibies worldwide ((-(),g(-/l ;(K)USCI [§

Level

O Looking shead Cur aim 3 for all
MAS products tohave st least one
Plan Aguatit s by 2030 e Rave
1M9Rts ONnErave trergy efRCeNCy
by S0% and rechuce ref Igeraon gas
ermusuons by BOX by 2020 Wa also
olar (O CONTe L0 0* LeTour Orass
greanhouse gas EME »ons Lo o
{carbon rautsal}
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FIND OUT MORE

© Read sbout Our Plan on pog-13 © Resd more on Remuneration on ps2-76

STRATEGIC OBJECTIVES

OBJECTIVE kPl FOOD GENERAL MBS COM INTERNATIONAL
MERCHANDISE 3
Driving :‘:‘Gﬁ " UL REVENUE UK REVENUE TOTAL ONUNE SALES REVENUE 3
[ d 3 3
growth £5.2b £4.0b £636 £1.1b g
(/] . n . n . Dm . 11 &
o #3.4% -2.5% 2 0% -3.7 5
[) § j- L) Ll
13/14 £5.1bn  13/14 £4.1bn
Defrution UK Food sales Dehinon UM salas
ngludng relal sales for inctuding rotad sales tod
owned busingss and owned busnest
wholesals salesto
franchuse partrars Cutomera recogrused N
improvements nthastyle
Outsuategystobemorn andquabry of ur clotn
spe:-ahs!eagr?d lotus on D«',Q:ns“);:eu mrl'uvﬂnl:! sy Detition Tofslmmd channel Dehation Salgsfrom
quakty and innovaten with poshive GM tales growth everpe vclud N weDIohome thel R ernatona business
Through IMp vt s intha Last quarcer andi Shop Your Waytransections  including retail sales for
navalabdy and chaire MAS com Saley s wd o O e DU S ang
wa made MAS *ood more growtninthefourthquarterand  wholusa'asaleste s
relavant LO our Custarmers wh ¢3w gradualimprvement francruse partners v
tnorgoften #C1038 Al oy anlocs z
g
Reachlng SALES CROWTH/ LN LFLSALES CROWTH UK LFLSALES CROWTH WEERLY SITEVISTS INTERNATIONAL u
customers SPACE CROWTH/ 0 60/ . o SPACE CROWTH P
swsvsrs” - (),070 -3.1% 6.1m 7 1% :
o +10 9% * o
Debrrtion S3les growtn Defnition Salesgrowth Definuion Weekhyasits Defirition Year-on-yrar
oMM those SLores which nave fram thotq stores which o our UK dierskroo tabilet NCIease N whghed
upa:opmlnrurhomnx have beenopenfor mobdaand dpo wes average selling spare
[
;:;m?,mo; mh:f.:*" 17 mandhs Ovet 'miloncusiomanshave  Weeopened 28aet new
ke far Lke sales growth Dernonstrated NowreQistereg onMis com Internahonal stores
D IMproverments with Pus year
UK SPACE GROWTH pOsin e CM 2ales growth
Q nYelast quartes
+2.9%
Defibon Yesr-on-year
InCRase Inweghtad avarage
seling space Wedontnued
toQrow our successiul
Sumply Food store forrmgt
Improve CROSS MARGINY UK CROSSMARCIN UK CROSS MARCIN UNDEPLYING »
profitability PROFITE 32 80/ 52 6% OPERATING PRO=TT 4
o =070 20270 £92.3m z
o +30bps +100bps . ]
=24 8% §
Defirntan Grossmangnreflects Defirvton Grots rnar) nHefincts Owbrtion vear-on yoar
the porcontage of saes revenue the petcentage of salis rvenus AN OF RCRAtR Y
retaned sfter inaurnag thi drect retaneaaflernncurnag she drect operating profl ceneated
Costs235003te0min producig sty dwith producng by thoimernational besimess
and transpoting Goodstoa and U 3n5poring pOods taa Prok
2 was imiacted by
teable locaton saleatie locaton macroREONDAE CerGEs
Foad grossrmargnwasupas CM gress mangrumprovement wyour Mida e East reguon
wa o ITeroted med Cenos by waas largety as a result of batter 3nc the wegken Ng U0
LrEIMLNING CUF DIOCRS RS Buyng and sourting resubingin
anoverall ncrease nproftabdty
Qur ptans for Fow 2016716 the e see 3 materal fales We soe amateral grussmargn  Our wrosie 3nd astnbuton We set 3lONg erm preretn
th arecion TEHPO Lty HOA T g CTBEVATEN., S00TUNtY cetreare pooer il Angnes OGNty CrQLs 3
e future rermuneraton MOCESE GIOLS AN wnthamore modest sates ‘or growth O rvestment omoer ofwernauonal
° targets willnclude opportunity We-will continue growthopportursty nthe sear i them wall help dive online markets We anucgate that
cash o CMUKLFL  to explext the spparmuncy ahoad we wll contim g to 13 es growthand e case mtha sho "ermue wall E
ales CMQioss v ow Food busness - delrver gross margn benefits onhne proftabdity continug Lo e imoat.ed W
mangint MAS Com MNOERINAY Dur s pecatiat throwgh s combiation of 3 by e yode § wedkgrnng é
s3les grawth and $LroteQy and grouwwng our mMere Arecl appraacn o Futc and challengay <
Internauonalsales  Foodspace sQUrang and rmproved MALrOECONDMIC baCkdrop B
andoperatng profit UITNQCIpIniTes 3'
@ Urkedto 1 Fortne year endng 2011/12 no restaternent for Lhe revised LAS 19 Employes Banehts has beenmade 2
remuneration 2 Forthe ypor ended 201314 wehave made adustments 1o exclude 3 warehouseihat 15 no longer under gur ooRIELIGNAL control and include five sinaller é

nilemnanonal warghous e locsons
3 MAS5comasales forthayrar encng 201 #15are 01 3 POSt S1Ore returnd batis MAS CoM 3315 hove betnestated on JLanss’ent bas tor years 2011/12 to 2013/14
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MARKCS AND SPENCER CROUPPLC
STRATECIC REPQRT

OUR PERFORMANCE

FINANCIAL REVIEW

Strong financial disciplines are
at the heart of how we run the business

HKELEN WEIR CHIEF FINANGE OFFICER

OVERVIEW

In 2014/15, we made progress in Lhe delivery
of our strategy, with sales of £10 3bn levet
onlasl year and underlying profit of

E661 2m, up 6 1% Underlying earnings

per share were 33 |p, up 2 8% on last year

Strong hinancal management s 2t the
heart of our strategic prionties Focusing
an margin and cash generation, we have
fimshed the year in a stronger financiat
posiucn and delivered improved returns
for sharehaldors, with a total dwvidend of
18 Op and significart share price growth
aver the pencd

FINANCIAL HICHLIGHTS [s)

UK Food revenue was up 3 4% and we
autperformed the market by 35% Food
gross margin was up 30bps at 32 8% as we
slimmated inefficiencies by streamlning
our processes

UK GM revenue was down 2 5% year-on.
year However this declne was offset by the
stronger gross margin We delivered gross
rmargn improvernent of 190bps at 526%
180bps of the increase was a result of
improvement inthe buying margin driven
by the shift to direct design and sourcing
which atlow us to buy more effectively

whilst M&S com delivered sales of £6365m
down 2% onlast year we saw a steady
improvement In performance exiung the
year with growih of 13 8% in Q4

UK operaung costs were up 1 5% aganst
\ast year 10 £3 2bn However, 2 4% of thig
growth was accounted for by deprecialion
and asscl impairment s, meaning Lhat the
remaining costs were down, demonsirabng
our tright control of costs and the benefit of
niLatves such as betier resource allocation
i stores and new contractual terms with
our main Food logistics supplier

Whilst sorne key owned international
markets continued to perform well
despite challenging trading conditions,
macrogconomic Issues sigruhicantly
impacted International secand half profit,
particutarly in our franchise business
wholesale shipments to our franchise
partners iy our Middle East region slowed
as a result of some destocking A review
of our International store estate, coupled
with the adverse eurp exchange rates and
tough consumer environment, resultedn
wrtedowns of £37 2mrelating to certain
undergerforming stores in Western Europe,
treland and China

M&S Bank performed well with underlying
profit contnbution of £60 2rm, up 5 3% and
there was good take up of the fee-free
current account launched in May 2014

STRONG CAPITAL MANAGEMENT

Improved performance and effecive
balance sheet management have resulted
in strong cash generation As a result, our
net debt position has reduced by £2404m
to £2 2bn Fixed charge cover was 3 6 imes,
broadly tevel with Last year

we performed well against the criterna we
set out for capilal allocation at the start of
the year

- Slrong free cash {low pre dividends of
£524 2m, up 22 5% on last year,

- Reduced capital expendiure of £5266m
down by £1830m,

- Full year dividend at 180p, up 59% on Last
year, 1 ine with our progressive palicy,

= BBB munus ratng. inline with our
commilment Lo maintaining an
nvestmenl grade rating,

= Netl debt/EBITDA ratio of 1 7x,
comfortably within our ratio range
of 20x =1 5x

After 3 penod of sigruficant investment, ur
ROCE has now stabilised By ensunng we
achieve the appropriate balance between
investrment for growth and investment to
maintan the business we expect our
returns to improve going forward

DELIVERING RETURNS TO
SHAREHOLDERS

Followang the recent programme of
InvesLmenl, we now have a sLronger, more
capable business Wnile there 1$ sull more
to do, the reduction in caprtal investment
and the impreving business performance
will lead {0 strong cash generalion

The Board 15 now setting out a clear capital
allocation policy

= Commitrent ta a strong balance sheet,
Iincluding maintaining an investment
grade credil rating,

= Continuing to invest in the business
for growth, underpinned by strong
nvestment, disciplines,

< Progressive dradend policy broadly
Lwice covered by earnings, and

- Returning any surplus cash gencrated
ta sharchotders on a regular basis

Consistent with this approach, we have
announced an ongomg programme of
returns of capital Lo shareholders In
2015/16, we expect (o return £150m of
cash 10 sharehotders in the form of a share
buyback pragramme This 1s the first of
whiat 1s expected 10 be an ongoing
programme of returns, with the quantum
and method determined by the Board
each year based on the performance and
needs of the business
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FIND OUT MORE

Sea our Key performance indicators on p1a-15
¥

© Seu Our plan and Strategic priontks on paa-13

© Read about Gur operating performance on p26-31

© See how performance Lnks to Remuneration on ps2

INVESTING IN OUR INFRASTRUCTURE

MANAGING QUR PROPERTY PORTFOLIO

Investment to make our supply chan fit

far the future contmued with a focus on our
CM [T systems and logistics network Upon
completion, these two interdependent
projects will debiver greater supply chain
flexioiity and better availability for our
customers In IT, we compieted the
Allocation & Replenishment etement of

our GM4 programme implemanting a new
stock distribution system that allocates
stock to stores based on demand ensunng
our customers can get the products they
want inthe location in which they wank
themn In logistics we continue to reshape
our GM warehouse network, and the

next milestone wil be the launch of our
recleveloped Bradford Nabional Distnbution
Centre in 2016

SUMMARY OF RESULTS

We added 15% of UK sellng space, driven
by our Simply Food growth programme We
opened 67 new stores this year, ncluding
62 Simply Food stores We closed 13 stores,
of which five were relacations, as we
continue to rashiape our portfolio to ensure
that our stores are 1n the most convenient
locations We expect Food space to
Increase by 4 5% in 2015/16, again driven

by growth in Simply Food store numbers
Our strategy 1s for GM space to remnan flat,
although we will continue to manage our
estate to rmprove the quality of stores for
our customers

SUSTAINABLE REPORTING (4]

Qur commitment Lo Plan A drives us torun
our busingss effhiciently An effective,
sustainable business plan uttimatcly

delivers value for shareholders Investors
recogruse the long-term value of sourcing
responsibly cutling wasle and using
1esources efficiently

Ag rnembers of the Internatonal Integrated
Reporting Council andthe Prince s
Accounting for Sustanability project (AaS),
we are committea to reporting tne long-
term value created by sustainable busincss
Woe have participal edin prgjects supporling
natural capital accounung and we are
taking part in the development of natural
capital protocols led by the Naturat Capital
coalilion with Lhe resulls due n 2016

We arp committed Lo managing and
reporung our globat tax affars inkceoping
with our longstanding values and payirng
our lair share of tax There s further detail
on our lax contnbulion on page 18

52 weehs snded

28 Mar 33 29Mar 1
im im X var
Croup revenue' 10,3114 14,3097 Level
UK 9,221 91557 Q7
internaticnal’ 1,088 3 1,1540 -57
Underlying operating profit 7625 7419 -28
LK 670 2 6192 +8 7
International 921 1227 -248
Underlying profit before tax 661 2 6229 61
Non-underlying tems (61 2) (42 5) -440
Profit before tax 6000 5804 «34
Underlying basic earmings per share 31p 322p -28
Basic earmings per share 297p 325p -86

Dwidend per share (dectared) 18 Op 170p

1 Onreported curency Dass
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MARKS AND SPENCER CROUP PLEC
STRATECIC REPORT

OUR PERFORMANCE
FINANCIAL REVIEW CONTINUED

GROUP REVENUE

UNDERLYING PROFIT BEFORE TAX

Croup revenues were level (up 04% on a constant currency basis)
UK revenues were up 07% in total with a Uke-for-like decrease of
10% International revenues were down 5 7% (down 21% ona
constant currency basis)

GROSS MARGIN

UK gross margin was up 75bps at 41 4% as a result of strong
improvement it GM margin

UK CM gross margin was up 190bps at 52 6% dniven mainky Dy an
impravement in buying margin as a result of sourcingininiatives
Despite a highly promotional marketplace, we rermained focused
on full price sales and we reduced the number of price promotions
However, clearance markdown was higher due to addinional stock
into sale as a result of unseasonal Autumn/Wnter conditsons

Food gross margin was up 30bps at 32 8% due to ongong
oporauenal efficiencies The benefits realised through streambining
our operalions have been reinvested in prce and guality, and atso
snared with our suppliers to help therm create further efficiencies

QOPERATING CQSTS
51 waaks ended
28 Mar 15 29 Mar 14

&m £m % var
Retad staffing 9545 9788 -25
Renal occupancy 11164 10544 +59
Distnibbytion 4087 4456 -83
Marketing and related 1676 1477 «135
Support $602 5332 451
Total 3,2074 31596 +15

UK operaling costs were up £47 8 (1 5%), with higher deprecialion
and assel impairments contnbuting £76 0m (2 4%, of the
total ingrease

Retal staffing costs were down inpart a5 a result of lower
volumes, but also helped by better resource allocaton lollowing
the iImplementation of 3 new labour planning system Qur store
custornor satisfaction scores were up on Lhe year

The Increaso N occupancy costs manyy reflocts Increased deprocialion
and assel imparments ansing from mvestment made n our UK store
environment as well as Lhe addition of new space in Foad

Distributicn costs ware down, reflecting new conlractual terms with
a key Food logistics supplier, the benefils of the first stage of our
single bier network andlower volumes in OM

Marketing and related cosis Increased duc (o Lthe re-launch of the
M&S brand, ncluding new TV advertising campaigns across both
Food and GM

Support costs were up largely dua to higher deprecetion on the
new MAS com web platform and additional staff incentrve costs thus
year partially offset by the release of employee benrefit provisions

NET FINANCE COSTS

Net underlying interest payable was down 159% Lo F948mduetoa
decrease i the average ¢ost of funding 1o 5 D% (last year 5 4%) and
a £240 4m reduclion in nel debt This has resulted ina decrease in
net finance costs of £128m

Underlying proft before tax grew by 6 1% to £661 2m (last year
£622 9m) as a resutt of the significantly mproved performance
i the UK busmess and lower interest costs

NON-UNDERLYING PROFIT ITEMS

52 week: ended
28 Mar t5 20 14
m i

Net MBS Bank charges incurred n relation
to the insurance mis-seling provision (y38) {508)
Restructuring costs (4 6) (773)
1AS 39 Farr value movement of
embedded dervative 13 (35)
(Losskprofit on disposal and imparment
once commitment Lo closure (69) 822
International siore review (372) (219)
UK and Ireland one-off pension credits - 275
Strategic programme costs - (20)
Fees incurred on tax repayment - () B)
Adyustment to operating profit {612) (a74)
Interest income on tax repayment - 49

Adjustment to profit before tax (612) {425)

Non-underlyng adjustments to profit were £61 2m neL charge (last
year £42 5m net charge) The man elernent of these charges sa
provision for mpairment inunderperforming stores in Weslern
Europe Ireland and China

© Full datails of non-underlying items re disclosed In note 5 on p10D

TAXATION

The full year underlymng effective tax rate was 18 9% (Last year 18 8%)
and stdtutory effective tax rate was 19 7% (last year 12 8%)

TOTAL TAX CONTRIBUTION

In 2015 our 1otal cash Lax contrbulion Lo the UK Exchequer was
£767m (2014 £803rnV), spltt belween taxes ulumately borne by Lthe
Company of £388m (2014 £372m) [1e corporation tax, customs
duties, employer s NIC, business rates and sundry taxes) and
taxes attributable 1o the Company s economuc actmty which are
collected on behalf of the government of £379rm (2014 £421M1)
{1e PAYE, crmployees NIC, valuc added tax, excise duties and
sundry Laxes)

1 Tha 2014 iu=bars havi Been restated to exclude PAYE N telatson Lo pens chats paid
by the MES Penson Trust




19

ANNUAL REPORT AND FINANCIAL STATEMENTS 2015

UNDERLYING EARNINGS PER SHARE

Underlyng basic earnings per share increased by 2 8% 1o 33 1p
per share The weighted average number of shares inissue duning
the penod was 1635 6m {last year 16150m)

DIVIDEND

We are pleased by the improverment in ¢ash generaucn over the
year Fotlowing the increase in the intenm divdend the Board has
proposed a 74X ncrease v the Ninal dvidend to 11 6p This will
result in 3 tatal dvidend of 180p, up 59% an last year

- ADITA| EVDERIQUTIIQE

52 weeks anded
28 Mar 13 9 Mar 14

im £m
UK store ermironyment 927 163 2
New UK stares 635 £94
International ars &30
Supply chan and technology 2738 3462
Mainlenance 94 5 672
Proceeds from praperty disposals (35 4) (250)
Total capital expendriure 5266 100

Croup capital expenditure was down £183 am versus Last year
as many of our large Infrastructure projects have now been
completed

The largest proporuion of spend continued Lo be on supply chain
and technolegy as we developed our single tier distributicn
network and continued Lo rolt out our GM4 commercaial systams

We also continued toinvest in our UK skore estate Lo create a more
nspiring environment ncluding the launch of our new ook and
feel Menswear departments

The proceeds from property disposals mainly relate to the
deferred consideration from the sale of the White CiLy warehousae,
which s being recened over three years

CASH FLOW AND NET DEBT

52 washs ended

28 Mar 18 79 Mar 14
m £m
Underlying EBITDA 1,312 6 1,2197
Warking caprial 1795 479
Pengon lunging {143 0) {920
Capexand disposals (664 4) (6166)
Interest and taxation {(1771) {175 2)
Share transactions 16 6 441
Free cash flow pre dividends 5242 4279
Dwidends paid (2807) (2736)
Free cash flow 2435 1543

Opening net debt

Exchange and other non-cash
movements (31) (3 6)

Clasing net debt (2,2232) (24638}

(2,4636) (26i43)

The business delivered strong free cash flow ore dividends of

£524 2m which, after the payment of dividends, led to a reductionin
net debt of £240 4m The improved free cash flow reflects stronger
business performance resulting in £1,312 6m of underlying EBITDA,
anincrease of £92 9m (76%) o last year In addivion, there was a
£179 Sm reduction in working capital, due Lo lower inventory levels
and also hugher creditor levels, in part due Lo the earlier irming of
Easter Lhis year Inaddiien it includes an ex-gratia payment of
E400m {last year nil) from HSBC followang agreement reached over
a number of 1ssues in connecticn with Lthe Relalionship Agreement
These movements are partially offset by capital expenditure cash
payments of £664 4m Thase are lugher than our actual capial
CAPCNCILUrS s 3 FESLM O IGH PAIor year ¢NaCapea 3CLruals wnich
were paid in Lhe first hall of this year Peasion funding includes
£560rm of addwonal defick ceduction funding contribulions paid
inte the YUK defined benefil scheme during the year

SUPPLIER INCOME

The Financtal Reporting Councl (FRC) has asked retailers to
provide Investors with sufficient informatien on thair accounting
policies judgernentis and estirnates ansing from thesr complex
supplier arrangements™ Due to aur focus on own brand products
supplier incomae s a relatvely small proportion of our value of
stock expensed As at the year end accrued income in relation

to supplier income was £13 5m (last year £93my}

© Further details are chaclosed in note 1, an p94, note 17, 0n pii2 andin
the Audit Committee Repart on pad

PENSION

AL 28 March 2015 the 1AS 19 noL retremnent benelit surplus was
£4430m (last year £1830m} The increase s due Lo movemoent in
the UK defined benefil surplus, specifically anincreasc m the
markel value of scheme assets attributabte to higher than
expected returns This 1s partly offsel by anincrease in the present
value of scheme labibities due 1o a decrease in the discount rale
from 4 45% Lo 3 10% from Lhe movernent in corporate bond yields

The Strategic Report including the market context on pages 206-21
and nisk management on pages 23 io 25, was approved by a duly
authonised Committee of the Beard of the Directors on 19 May
2015, and signed on its behalf by

A Owl /7

Helen Weir Chief Finance Officer
19 May 2015

OUR BUSINESS
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MARKS AND SPENCERCROUP PLC
STRATECIC REPORT

OUR PERFORMANCE

MARKETPLACE

In a fast-changing retail world, it 1s crucial that we listen to our
customers and understand their needs. Our Customer Insight Unit {CIU)
analyses responses from 60,000 customers a month. |t combines this
feedback with market research to monitor the consumer climate and
understand how it 1s Influencing shopping behaviour

OVERVIEW

The UK economy continues toimprave
Unemployment s fallng and house

prices are nsing Last summer, consumer
confidence movedinio positive territory for
the first time since March 2005 As a result of
the mare opumistic outlook, there has been
agradual opening up of purses and wallels
Rather Lhan increasing Lhair overyday
spending ocople are locking Lo spend
onthe big purchases they put off nthe
downturn This spending, however 15
accompanied by a healthy dose of caution
Consumers stll feel bruised by the credit
crisis, they are logking Lo save and spending
remains carefuland considered

Feelings of stability among UK consumers
have also been dented by a year of upheavat
abroad Fromthe Middle East Lo Russiaand
Ukraine, Lhe last 12 months have been
tumultuous This has tempered peoples
posuvity Domestcally, the Scottish
independence referendum and therecent
general election had simiter effects Peaple
Lke certainty, and there s always uncertanty
around the outcome of suchevents

UK

We saw more confidence among our
custorners this year They told us that they
are feeling secure, stabte and cautiously
optumistic

Although clotiing sales were down year-on-
year customers were nvesting more in our
better and best products People toldus
they were excitedto shop withus They
part:cularly loved the colours and vibrancy
of our Spring/Summaer 2015 collections Ths
renewed confidence was reflectedin fewer
promotions than last year The shift towards
convenience store shopping withinthe food
markel means there s ntense competition
for a rruted number of sites Inorder to
helpus address this challenge we have put
n place a Smply Food surveyingleamio
identify and secure the best located sites
and we also benefit fromour longstanding
franchise partnerships with the Ukes of BP
and 55P Customers in our smaller stores
told us they wanted greater choice when
they shopped We responded by increasing
the ranges avalable in those stores When

It came Lo our n-store environmaent,
customers told us that our stores are now
more excsting and enjoyable places toshop

Butl we also benefiled fromthe continuing
undercurrent of caulion among shoppers
With consumers focus on clever spending
theywant to buy once and buy well and
wrn tobrands they can trust and whose
quality canbe retied on, Uke M&S

Consumers emphasis onceolebrating bfe
and indulging therr loved ones playedio
our Food division s strengths Qur mission
in Food 15 1o excite customers with the
newness, quality and difference of our
products,and we continued to distinguish
ourselves withunnvalled nnovabion Bntain
15 fast becorming a nation of foodies and,
inanintensely price focused market we
focusea on offening high-guality, good
value food to our customers As aresuit,
we outperformed the market once again
Theres a sense of discovery nbuyingfood
at M83, and our customers trust us whenit
comes to scounng the world for the best
there s We excelled during events such
as Chnstrnas and vatentine s Day Andwe
extended our events beyond datesin

the calendar our summer-long food
campaign saw us promote our barbecue,
grilland world food ranges throughout
theseason

INTERNATIONAL

Convenience continues to drive growihn
the European food market, wiLh demandin
France parucularly strong This prasenls
goodgrowth cpportunities for our
international Food offer and we opened six
standalone Food stores in Pans this year

n converuent ¢y centra and transport
locations Following the populariy of our
online stores on Chinas leading websites
and inresponse to Lthe expanding Chinese
chuldrens clothing market we launcheda
dedcated Kidswear store on Trmallcom,
which resulted in exceptional year-on-year

growth We continue totarget the growth of

the mcidle class and the expanding ingene
markel inIndia with our Lingene & Beauty
stores Cur gverseas shoppers seeMESasa
respecied brand and they Uke the fact that
weare firmly grounded in our Brishness

TECHNOLOGY

Technology continues to shape how
customers shop The proliferation of
different channels - steres, online, tablet,
mobile -1 turming shopping Nto a searnless
experience Mobrle s ncreasingly the first
port of call for consumers researchandthe
number of shoppers using smartphones Lo
scarch lor clothing increased by more Lhan
half over the last year Visits Lo MBS com

via mobile were alsoup 51% Wehave
adopled amobile-lirst approach to digital
development, ensunang the pnmary devices
our customars use are at the heart of the
design The pace of change in lechnology
continued - with thelaunch of some of

the [irst wearable tech devices Our Digital
Labys Learmn - rmade up of praduct design
speciabisls and data scientists - ensure

we stay at Lhe forefront of technological
developrments The teamuses the agie
techniques of the start-up world tohelpus
test and validate new ileas and concepts
and apply the learrings as quickly and
efficiently as possible For example, the
team was able to develop our popular
Cook withM&S app for the Apple Watch
ahead of its UKlaunch




Last summer, consumar confidence movad
into posihve territery for the first e in aimost
adecsde aspeople felt rmore secure about the
MACICecanomic environment Althoughit has
fluctuated since cenfidence nasremained
consstently migher thanir pravious years There
reman regonal difterences throughout the UK
But wherever they are, consumars are looking
for both vatue and quality

ANNUAL REPORT AND FINAHCIAL STATEMENTS 2015

CONSUMER CONFIDENCE INDEX

1

Customer Insight Qur customers
tellusthey want aninspinng shopping
expenence every bme they enter

an M8S store or visit our wobste
Theyalse wani tosacrangos thal
arecreative and exciting We seck
tainspre our customaers with every
producttheybuyfromus,beita
prepared meal or arancoat

Customer Insight We know our customers
lock to M85 for Innovative ideas Ina
crowded retail markel, they want Lo know
that when they shop with us Lhey will

get high-quality products

Lhat are only avalable at

M&S and are bhetier than

overbelore

Customer insight Our customers tell us that
they trust us todo the nght thing AtMS we
pride ourselves on the high levels of ntegnty
inour products and nour
supply chain Ina compettve
and chatlenging food
market, Cuslomers Know
that wewill not cut corners
whenitcomestothe
qualityand provenance
of the food that we sell

Customer Insight Tostay relovant, our
customers tefl us we need Lo stayntouch
withthem, so we constantly tatk to themand
maoretor ther spending habd s Aswellas
analysing responses from 60,000 cuslomers
armonth, our ClUlooks at 600 milbon unique
customer transactionsa year Weuse the
data tohelp us gve our customers agreat

expenence every ume they
®©00

shapwithus

INSPIRATION

Products & Channels Qur ranges were
posiLvely recesed by the fashion press Uhis yoar
Customers feedbackabout the qualty and
style of our clothing ranges has vhproved and
they have noticedihe better fit of ourclothng
With our Food ranges we want 1o delight our
customers and we independently test allour
producis for taste and quality ensunng our
productsare alwaysa cut above Lhe rest

) Read more on p26-27

Products & Channels Over aguarter of our
Food producls were new this yoar Andour
clothung ranges were constantly refreshed
with wearable interpretations of thelatest
trends As the UK market teader inlingerie,
owr bra fit service s popular with cur
custorners, however one in four will not go
into store for a bra (it Soourteam of
software engineers developeda digital
solution Qur digital Bra Fit tool gives
customers anaccurate and convenient way
of measuring themselves nthe privacy of
ther own home @ Rend more on p26.27

Products & Channels Traceabildyiskey Due
o our close relabonship with our suppliers, we
can pinpomt the very herd that produces any
particular batch of our rilk This year athwrd of
our food products came from Cold and Sitver
sustanability standard producers,nlnewith
our PlanAtarget Today 64% of our food and
clothing products have aPlan A guality,up
from 57% tast year The quality esther relatesto
therratenals that the prochucts aremade from
ortothemanufactunng process

Products & Channels it 1s crugial that we arQ
in Louchwith our customers through every
channelavailable M&S comuses bespoke
content Lo communcate with our customers
24hours adayands regularly updatedtotake
ntoaccount customer feedback Socalmedias
an nereasngly mportant way of communicating
andwe have 3 socalmedns audence of

aver 26 mibonvaplatformsand websites
suchas Twiter Instagram and Facebook

O Read more on p28

Brand & People Our new M&S1ogo
emphasises the hentage and quality for winch
we are known it 15 just one of the ways that we
have nsored customors this year AL Christmas
we carned out randomacts of kindness allt
across the UK The strategy fergeda warm
connection belween our pecpleand our
custorners at a specaliime of year

Read more on p30

Brand & People Store presentabian s crutial
we have groat prodducls and we want to
showcase them at their best SoLhis year
around 5,000 colleagues trained in

The M&S Way, supporied by an nnovatve
onlne learming tool to promote consistert
wisual merchandising standards across
our GMranges Our markebing campaigns
conslantly break new ground Oue
Adventuresin  Foodadsusednew
photography techmigues to showcase our
food nnovation with dancng fruit and
bursting bernes © Resd mora on p28 and 30

Brand 3 People Since westarted our
Shwopping intiative in 2012, custormers have
shawopped 10 6 melbon clothing garments for
Oxfam,worth £7 3 milion to the chanty Our
Behind the Barcode intiatve ensured that
celleagues in our International stores were up
o speedwhen it carme tobrand awareness
and the service standards that make M&Sa
world-class retader

Brand & Peaple We pride ourselves onthe
ConNEeLions we have withthe communiics
Inwhich wework - slaying in touch with the
communiies where we operale s central
toPlan A Whether i s through the volunteer
work of our store colleagues, through our
partnerships with local chanties, or via
communty-based ntatrvesbke the Bog Beach
Clean-Up weaim o beaforce for goodin
the Lowns and ciles where we have stores
andoperations

OUR BUSINESS
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OUR PERFORMANCE

PEOPLE BEHIND

OVERVIEW

THE PLAN

QUR LEADERSHIP TEAM

A NEW APPROACH

Our peopte are at the very heart of M&S
bringing our values Lo lfe and putting our
strategy inta actan To create value for our
shareholders we must oengage employees
across the hustness inour strategic plans
and ensure we have the nght people

with the nght mix of skill$ to drive our
growth ambitions

ENHANCING LIVES, EVERY DAY

We have done a lot of work this year

to ensure that we have Lthe correct
management structures in place to deliver
on our prormse of enhancing lives, every
day In the face of changing shopming
hakits we have to make sure that our
frarmework s it for the future

Last summer we realigned our executive
Learm s responsibilitics to ensure grealer
accountability across the business Wealse
slreamuned our processes and introduced
more collaboratve ways of working
throughout the Company tospeedup
deaision-making

Qur four new core values underpin
everything we do Inspiration, Innovation
Integrity and In Touch

The changes we made last June saw UK Retad
and International represented at Boardlevel
for Lne first trme To rellect theincreasngly
charnel neutral outlook of our custormers
Laura Wade-Cery assumed responsibity for
UK Retail 35 wetl as Mulb-channel

PatnckBousquet-Chavanne toak on
responsibility for International, as weltas
Marketing, to help bolster M35 s global
brand pasition

wewere delighted to welcorne Helen Weir
onto our Boardas Chief Finance OFficer on

| Apnl 2015 Helen whoreplaced Alan
Stewart brings withher awealth of retal
consumer and financialexperience She was
formerly Chief Finance Officer at the John
Lews Partnership Prior ta that she held
seniorpositions at Lioyds Banking Croup
and Kingfisher

Qur Management Committee helps shape
our annual business prionties ang drves the
delivery of our ptan To ensure that allareas
of cur busness work as cne team, L was
extenged to ensure ibis fully representative
of the entire business The Management
Corrvmutiee 1sably supported by the Senor
LeadershipCroup, whosekey cbjective s
to drve a hegh performance culture and
promote a wide understanding of our plans
andpnorites, sothat every employeefeels
clearand conhdent aboul the drection of
our business

MANAGEMENT COMMITTEE

Marc Bolland Hugo Adams Belinda Earl

Chiel Executive Dwrecior of Property Styie Direclor

Patrick Bousquet-Chavanne E‘ea'vnglosrr::r:}: & Factities Paul Frston

Executive Director 9 Executnve Assistant & Business
Marketung & International Andy Adcock Development Director

Jehn Dixon Duector of Tooo Tradng Deminic Fry

Executve Director
Ceneral Merchandise

Costas Antimissans
Dwector of Internationat

Dwrector of Communications
B invesior Relations

Steve Rowo Mike Barry Dirk Lembregts
Executive Director Fookl Crector of Plan A Dhrector of Supply Chain
Laura Wade-Cery Sacha Berendp Amanda Mallor
Executve O recuof Drector of Retal Croup Secretary 8Headof
Multi-channel carl D. n Corporate Covernance
Helen Weir Duectorof T Chris Taylor
Chier Finance Offcer Florence De Baosers Busness improvement Dirgctor
Ciabal Directar of Store David Walmsley
Emvirgnment A Product Director of MAS corm
Presentaton Rob Weston
Toruth Dodge Clobal Brand 8 Markelng
Dwector af HR Owector

Inorder 1o support the orgarusauonal

changes. we launched 3 new leadership

programme - Fil Lo Lead The Future

Cesigned to equip our people with Lhe |
tnsights and practical techrigues to buld

and lead tugh perforrning teams, It will H
ensure our leaders understand what s
required of an organisation toremain
sustainable ina quickly changing world
We are also runreng engagement events
far our 1,300 head oftice employees who |
have responsibibity for directly maraging
ndividuals or teams to ensure they
understand the important role that they
play in drving high performance Qur new
values arereflected in our employee
policies,ncluding the behaviours we

look for when we recruit, the nduction

of new employees inperformance
management and as part of our
developrment programmes

EMPLOYEE DIVERSITY A5 AT 31 MARCH 2018

Inctuoes Helen Wewr and Richard Solormons
who botr jo red tha Boara nacn. 2015
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QUR PERFORMANCE

RISK MANAGEMENT?®

We believe that effective risk management is critical
to the achievement of our strategic objectives and the
long-term sustainable growth of our business

APPROACH TO RISK MANAGEMENT

The Board has overallaccountability for
ensurnng that nsk s effecuvely managed
across the Groupand, on behalf of the
Ooard, the Audit Somimitieerevigwithe
effectweness of the Group Risk Process
Each business area s responsible for
identifyng, 2ssessng and managing

the risks inthar respective arca

Risks are identulied and assessed by all
busimess areas half-yearly and are measured
aganst adefined set of criteria, considenng
Iikelinood of occurrence and polential
impact 1o the Croup The Group Risk
functionfacilitates a risk identification and
assessment exercise withthe Executive
Board members This informationis
combined Lo lorm a consolidated view of
risk The toprisks (based onlikclhood and
impact) form our Group Risk Profile, which s
reported tothe Executive Board for review
and challenge, ahead of final review and
approval by the Group Board

To ersure that our risk process drives
continuous Improvement across the
business the Executive Board monitors
the ongoing status and progress of key
acuon plans againsi each nsk quarterly

KEY AREAS OF FOCUS

Ve continue to dnve improvements to our
nisk management process and the qualnty of
nskinformation generated, whilst at the

same time maintaining 8 simple and
practicalapproach This year we have
placed significant focus ondeveloping
our approach tonsk appetite

INe ODyeCLive Of our fisk management
approachis towentfy and assess alt
sigruficant risks to the achievernent of

our strategic obyectives Riskappetiens
animpertant cansiderationin strategic
decisions madie by the Board I0is an
axpresston of the types and amount of risk
we are willing to take or accept to aciueve
our plan and should support the definition
of mitigatng actmties required to
manage risk likelhood andimpact to
within acceptable levels By defining our
nisk appetite we arn to support consistent,
rsk-informed decision-making across

the Group

This year we have taken steps to strengthen
our approachto nsk appetite, starung with
the definbion of dralt, Group-level nisk
appelrte statements The purpose of these
1stoarbiculate the Board s desired nsk-
taking approach to the achiovernent of our
stralegic obyeclives, in the context of
managing our principal nsks Bunng the
2015/16 financsal year we witl further develop
our approach lonsk appetite, relining these
statements and ntegraling themwith our
wader sk management, processes For
mare infarmation on this, please s¢e pdS

PRINCIPAL RISKS AND UNCERTAINTIES

Aswith any businass, we (ace risks and
uncertantics on a daty basis [Listhe
effective managemenl of thesethal places
U 18 LELLET DOSIICN 1O DE 30Le tO acniave
our siralegic objeclives and o embrrace
opparturmlies as Lhoy anse

Overleal are details of our principal risks and
uncerLainties and the miligating aclivitiesin
place toaddress them Iuisrecogrised that
the Croup 1$ exposed Lo nsks wider than
those lsted However wehave disclosed
those we believe are likely tohave the
greatest impact on our business al Lhis
mornent nbime and Lhose thal have been
the subject of debate al recent Board or
Audit Committee meetings

To achieve aholistic view of the nsks facing
our business, both now and inthe futere,
we consider those Lhat are

-3 External to our business,

= Core to our day-to-day operation,

- Relatedto business change activity, ang
- Those that could emerge in the future

The niskradar below maps our principat
risks against these categones This toolis
also usedtofacilitate wider Executive and
Board level discussions on rsk

RISK LIKELIHOOD AND IMPACT RISK RADAR

OUR BUSINESS
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MARKS AND SPEMCERCROUP BLC
STRATECIC REPORT

OUR PERFORMANCE
PRINCIPAL RISKS AND UNCERTAINTIES

RISK
BRAND AND REPUTATION

OESCRIPTION

MITICATING ACTIVITIES

Our updated values of Inspiration, Innovation, Integrity and In Touch influence how we do business and our reputation for being
one of the UK's most trusted brands

CM CUSTOMER
ENCAGEMENT
Continued loss of
engagement with
our customer

As we strengthen our brand
recogrulon and reéasser our

CM quality and style credentals

1L 15 w=er fant that we understand
and address our customers needsin
anincreasngly competitive market

- Regular engagemaent wath
customers through data
gathered by our Customer
Insight Uit and focus groups

= Updated brand positioning and
markenng approach with greater
emphasis on product

- Continued focus on product
aualty and style ncluding
agherence (o ouwr Clotheng
Quality Charter

= Continual updates to tha
M8Scom website o enhance
the onine custamer shopping
expenence

= Ongoing mprovements Lo slore
environment addressing spechc
eustomer faechack

= Targeted marketing and
promaotional aclvily using
customer layalty data

FOOD SAFETY
AND INTECRITY
A food safety or
mtegrity related

mcident occurs or is not
affectively managed

As aleading retader of e qualicy
fresh food it 1s of paramount
impartance that we manage the
safety and integriry of our products
and supply chain especially as we
grow our global food Business

and given the beighiened nsk

of fraudulent behawour n the
supply chan

-» Dedwated teamrespansible for
ensuring that all products are
safe for consumption threugh
ngorous controls and processes

= Continyous focys on product
quality

< Proactive horizon s€anmng
ncluding fotus on fraud and
adulleranan

- food Standards Agency
endorsed approach ta reducng
campylobacter

= Updated supplier and depol
auditing prograrmnme

FOOD
COMPETITION

Loss of market share,
due to changes in the
competitive landscape
or customer behaviours

wizh the current upheaval amongs.
the supermarkets awd the
polansaucn Hetween value and
premum it 1s mportant that we
continue tq provide a peint of
differencea through product quatity,
walue and mnovaton as wellas
convenence

2 Sgruficant focus on product
INAOVALIGN [0 Fetdin PoInt
of difference and driva
customer {oyalty

- Continued focus en product
availability to customers

= Regular review of price
positionng

= Simply Foad axpanson to provide
CONVRNIeNCE L0 CUSIOMErs

DAY-TO-DAY OPERATION

We are a custemer-centric business and strive to deliver an efficient and effective operation

4 CM MARGIN
Failure to improve
margin whilst

mamtaining our quatity
and Plan A standards

As we dnve ingreased CM margin
through improved desgn and
sourcing capability <t is essental that
we Maintan cur ethicat sourcng
standards and continue to dnve
impravements to progduct quality

2 Margin targets delined and
regularty monnored

- Robust and established suppher

ethical audit progromme i place

=2 Strong sourcing capability
led by &xpenienced o arseas
Sourcing Duectors

-} Eng-to-end review of GM desgn
Lrading and sourcing underway

SECURITY

We experience a major
breach n cyber, system
or information security

5 INFORMATION

The business s sutject to external
threals fror hackers of viruses or
sensitve 0ot d s accessed without
authornsaton

= Extensive secunty controls
in place intiuging pelicies
procedures and secunty
technolog es

- Tight control of sensitve data
through Lrnited and monitored
access and the roll-out of
systems possesung enhanced
seLurity

= Esiaplished team dedweated «
Managing secunty requirements
for MAS com

6 IT CHANCE
Unforeseen impact
of IT changes to new
and existing systems

disrupts business
operations

Aswe undertoke a nunber of
sigruficant change programmes
the rate and scale of IT changers
substantial wath patential to
sigificantly rmpact our complea
and interdependent systems

= Clear deCi$oOn-mMaking rocass
tar systemchanges inctuding
astablshed Change Approval
Board precess and change
freezes dunng enucal
trading penods

< Proaclive Management of ¢ross-
programme dependencies
including refease managerment
approach Lo Croup system
changes togerher

-¥ Rotrest disaster recovery
plans nplace tor crtical
business apphca uons
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FIND OUT MORE

© Read sur Audst Committee Report on pa6-50 © Read Risk in action on pad

RISK DESCRIFTION MITIGATING ACTIVITIES

We have ambitious plans for our UK, International and multi-channel businesses as part of our evolution to be a truly
international, multi-channel retader

M8&S COM BUSINESS

As our onling tralfic grows and our

= Dual stte MBS com command

<+ Business contiruty plans "

RESILIENCE network infrastructure ard aperating centre operates 24/7 w ncident reporting and ]
modet avolve &1 ncreasingly mornor website avadabiity management procedurey are ﬁ

A major failure of our Important to ensure thas the and performance well estatlished and tested with 2
M&S com platform or MBS com businass and key - Social media montored (o regular montonng mcluding 5
at our Castle Donington Uependenaes are resiient observe and respond to trends quariery Business Contnuity 3

rietrihohian roantra
impacts our ability
to trade online

1N CUsSLOMEer exoenence

Committee meetings

INTERNATIONAL As we continue 10 INCresse our - Ceogrophk soread mitigates 2 Preperty Board aporoval of new

EXPANSION international presence and build aganst localsed geo-polital $TOre OPENINGS and MONKONNG
aleadershp position mn pronty OF BCONOMK (5K of returns on nvestment

Our plan to grow our markets s crucial that we maximse - | geal market knowledge 2 Internatonal rearesentation in

International business  performance inboth legacyand provxied by franchise and key Ceoup initiatves

15 mited by glebal

1 volatibity, the start up
profitability of new
markets ar substandard
infrastructure

PEOPLE AND CHANGE

naw markets supported by robust
systems and supply chain capability

Itrs also crtcalthat we nave sysiems
nplace to ensura that we can respond
proactvely to any geo-palitical ssues
and to local regulatory matters
including taxatan

jaint venturg parthorships

-» Performance monitoring by
regwen country and siore,
ncluthing focus onlike for-bke
perforenance and actan planmng
tor poor parforrming stores

Our people are lundamental to the long-term success and growth of this business

OUR PEOPLE
Cur orgamsational

9

As pur evolution to 3 truty
international multi-channet retader
continues o Is essental thatour

- Robust employee engagement
procass

= Algnment of employee

- Fast decision-ma«<ing enabled
through the remaoval of
structwral complexity

culture and structure argarusational set-up allows us to development programmas + Employee reward based on
it our ability to respond to market changes and with OuSINEss Strategy performance in ine with our
adapt to market comoettionwith pace values of inspiration Innovanen,

changes with pace

integrity and in Touch

STAFF RETENTION

Faslure to retain key
people due to offers
from competitors or

10

From our axpert food technelogists
and product developers to our
recently strengtnened CM design
teams owr people are n demand
from our competitors

= Succession olanning m place
for key roles and sericn leaders

- Performance management
process and benus schemeg
strocture Focused on rewarding

loss of confidence in tugh performers
the business
PROGRAMME AND We continue te undertake a number = Qur Straleqic Prograrunv: Office 2 Status and penefics realisation
WORKSTREAM of major programmes to underpin the provides centrat governance updates provided to the
MANAGEMENT acheverment of our plan the delvery for major Group it 3tves Exacutive Soard

of forecasted benefits s enical to ths Inclyding eross-programme 3 Proacive management of
Benefits from ocur magor intec-dependencies supporied programme porifolio and

business programmes
and workstreams are
not reabsed

by rooust project management
ascpline

associated benefits in the context
of curient market condwons and
the Groups threa-year plan

GM SUPPLY CHAIN

12

As we stabilise and leverage the

<+ Ongoing simplication and

- Robust programme

AND LOCISTICS capabiity of our Castle Donington stabrisation of Casile Doningion governance nolace ncluding
NETWORK dstrbution centre we must continue distnbution centre ahead of interdependencies with other

to focus on theimplementation of peak 2015 Group INitatves
We fail to evolve our our single-ter network, o provde 2 % Phased approach to distnbution - Managernent teamn strengrherad
supply cham and modern and fexibie nfrastiucture cenire transfarmation througn external hires nto

togistics network to
maxirmuse availability

to customers and
speed up delivery times

for our busingss

key rales

=+ Ongoing review of progress
against agreed ooerational
and hnancal objecives

Notas The Croup Rish Profie will voivi s atagating 8€Tnil 03 Fediace NEY nth over Ly o 83 new Ntk @MarGa Twe NE # 11sks Ravo Doen addea 1o te Croup Risk Protile srica the pnor
ye ot (Food tompelion and 538 retenton) the remanting nsks havg essentally remaned the $ame Nonsks have been removed from the Croup Risk Pegfde since the pror yoar

The nsks by.ed donot compnse all those a550CALeC with Marks & Spencer and the numencal referenaing does not dencte an order of pnionty Adotionalnisks and uncertantes not
PYRient y kngwn (o management Cr currently deermes (o be 53 Matenol may also hove anadverse effect on the busaiess Furthet mfoimaton onithe hantolrises ve face and how
they are managed s provioeaonpages Hlto 114
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CQPERATING PERFORMANCE

FOOD

Our mussion In Food 1s simple inspire
our customers with high quality, great value
products in stores full of new Ideas

STEVE ROWE EXECUTIVE CIRECTOR FOOD

UK FOOD REVENLE MARKET SHARE' HUMBER OF NEW LINES
% 1,700
£5.2bn  4.1% ,
+3 a% Q1%
PERFORMANCE OVERVIEW € INSPIRATION

Following another very strong year in Food,
we have Nnow seen 22 conseculive quarters
of Lke-for-tike sales growth Curmantra bas
been tobeceme moererelevant, mare often
for our customers We have achieved this
Lhrough our ¢constantly evolving ranges, our
gQuality and our Innovation We coninue to
excite peopla with our product s, whether
they are doing the weekly shop buying for
torught or picking up a treat for aloved one
A4 MBS we have a Food business Lhalis
ambtious innature, agventuroysin scope
and growingin size, ighlighted by us
oulperforming the markel by 3 5%

QUALITY AND PRICE

Our industry-beating grawth springs from
our focus onthe provenance, taste and
exciternent of the food enour shelves We
have mantaned a competitive stance on
price For example, Lhis year we refused to
malchiheindustry incutung the price of
mulk Tho reason s smple our milkis betlor
Lhan our compelilors Al M&Swowillnol
comprorruse on either our qualily or

our relatignships with our farrmers We
independentty Laste test all our food and
upgrade or curminaie any product that does
nol exceed our nvals eguivalent We know
that customers bke this stance Asaresult
wo are growing our markel share

This year we introduced 1,700 new products,
equivalent to over a quarler of our entire
range Our teams of technotogist s, chefs
andnutritionists searched Lthe wortd for
interesting new food ideas Thanks tothe
longstanding band of trust betweenus

and our customers, we can be courtedon
Lo source themost exotic and authentic
flavours Popular new bnes ncluded our
Taslerange of cuisine from Tharand, Mexico,
Vietnam and Japan Whether customers
wanted a pho or alaco a gyoza or apadthan
we hadit covered We alsolaunched our
39-sirong Frozen Meals range, whech firmly
destroyed the nolion that ready meals are
urnited to lasagnre and cottage pie with

new dishes including Slow Cooked Chicken
and Chorizo Stew and Pulled Pork with
Potato and Kale Hash The convenient dishes
showed custormers that a busy Ufestyle
shouldn t be animpediment to a delicious
meal We continued to perform particularly
well on special occasions from Valentine s
Day e Chnstrmas Qur Collection range of
giftng and chocolate treats saw salesnse by
27% over the festve perad

STORES ]

Qur store opening programme continued at
pace This year we opened 62 Smply Food
stores nthe UK andten overscas Wealso
upped Lhe opening target sotin 201314 of
200 new stores by 2016/17 ta 250 The Simply
Food lormat plays into evotving shopping
habits Peopte are shopping more regularly

and more lacally, mearung thai our
convenience format s one of our key
differentiating factors Interms of our
n-5tore environments wo updated the look
and foel of our stores, introduced chefsand
creased the roll-out of Deli counters,
adding theatre Lo the shopping trip

SUPPLY CHAIN AND INTECRITY O

We continued our programme to rebase our
supply chain By streamlning our processes,
optirmising volumes and consobdaling
factories we have generated efficiencies
and savings We have renvested this monay
n price and gualty, and also shared it with
suppliers to help them create further
efficiencies, thus establishing a virtuous
cwcle Mothing s mereimportant [ous

than food safety and we have led the way

in reductng campylobacter in our pouliry,

a stance which has beenendorsed by the
Food Standards Agency

SUPPORTING OUR COMMUNMES O

Food waste (s a key concern {or our
custorners Cur prionty s loreduce food
waste whitst ensuring that, where there s
food surplus, we pul it 1o Lhe best possible
use by working withredistnbution par Lners
ke FareShare and Community Shop

The frst social supermarket inthe UK
Community Shop, gives shoppers onlhe
cusp of food poverty aCCess Lo surplus
products that would otherwise have been
wasted We bebeve supporting communities
n this way1s the nght thing to do

[} 2

Mote 1k Jor i a0y M8 Kt W lapar Al cr W g ety trooology 1o 0o ingMAS vl
DA 5030 €] SUA WU ) TERATIIRRE N Uk DI 30T R LG 1 OF T DuS#Q e s ot (led

D et £ T oo 3G 31 74kl hetoneR ikt SN e 0013 W
¥t This O3 1ia006 Camp 7 olm (037 bl 1ol e forw Jiva wry 3075 fram our healthy ranges

1 Qurrelaunched Adventures
brand markeling campagn
pioneered new camera technques
and wonus araft of awards

2 Qur Dinelin deals continved 10 grow

n poputanty Over ing Valentnes
weekend 810000 couples enoyed
our menu

3 Asthe market-leader n healthy
meals ouwr share of the markets
44% andwe sold 40millon meals
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OPERATING PERFORMANCE

CENERAL MERCHANDISE

We have improved the quality and style
of our ranges and delivered strong gross

margin growth

JOHN DIXON EAECUTWE DIRECTOR CENERAL MERCHANDISE

UK CM WOMENSWEAR LINGERIE MENSWEAR KIDSWEAR
REVENVE MARKET SHARE' MARKET SHARE' MARKET SHARE" MARKET SHARE'
*4.0b 9.0% 26.3% 10.8% 5.9%
4. n U0 e D /0 /0 o] /0
-2 5% -0 2% pts =0 4% pts -D 8% pts =0 4% pts
PERFORMANCE OVERVIEW © sourcefabrc and raw matenals more INSPIRING QUR CUSTOMERS

Twe of M&S s key pnionties for 2014/15 were
Lo ngrease our GM gross marginand e
improve CM performance We achievedthe
former, with 3 190bps ncrease - one of the
largest margn improvements ever seenin
onayearat MBS The nse waslargely due

10 better buying and sourcing, fesulling in
anoverallincrease in profitabidity for our
CM business We also focused onfurther
improving our clothung ranges, which

werp well received by customers andthe
fashion press, most notably Womenswear
Thus was underlined by our fourth quarter
performance - we ended the year ngrowth
onalotaland Lke-Tor-Uke sales basis, gving
us positive mamentumto take into the new
financial year

MARGIN AND SALES ©

Despile s highly promotional rmarketplace,
we remained focused on full price sales and
we reduced the number of price promotions
thus year Thisapproach also contribuledto
our substantial grass margimimprovenent
However, whilsl we rernamn the UK clothung
leader, our focus onmargin growth and full
price sales hasimpacled our discounted
markel share, contnbuting te a sbght
reduction inour overall market share

We also changed the way we buy our
merchandise We now design 35% of our
products n-house compared o 20% lasL
year, and we are making good progress
against our long-term targel of 60% by
2016/17 We continue to use our scale Lo

etfectvely whilst ensunng we uphold our
qualily credentials - perceptions of qualily
woreup 6%

Sales [or the year as a whole were
disappointing The UK retad sector was
impacted by the third warmest autumn
anrecord and we ware chsproporbionately
affected due 1o our igh market sharesn
winler calegories such as knitwear and
coals We also faced disruptionto delvenes
due Lo the unsatisfactory performance of
our online distnibution centre over Lhe peak
Chnstmas penod Al the start of the year, we
sard Lhat our CM sales would be negatively
impacted by the seliungn penod of our
new websile Since then,good progress has
been made ~ MBS com sales were backin
growthmnthe fourth quarter

OUR PRODUCTS

Overwhelmingly positive press coverage
gave customers confidence toturntous
for our interpretation of the key trends
Customers feedback was eqgually
encouraging, they were excitedto see
mare conhdent, bolder collecthions

We continue Lo wnprove the style of our
ranges - custamer perceptions of style were
up 4% We bstened to customer feedback
andbrought greater consistency tothe

fit of our garments across all product
categornies and brands Overall custorner
cormplaints fell by 34% over the year as
custorners noticed the improvements o
our Womenswear

We have made a number of improvements
Lo our stores to make Lhem easier and more
inspiring places to shop We presented outfit
wdeas tocustomers in smarter ways through
better use of mannequens and picturesin
our stores We introduced a now Menaswear
Layout with simplfied displays and strong
mages ermphasising our style and quality
We extended our Womenswear Lrmited
Editwon brand to all stores and our popular
Rosic for Autograph ingene and stecpwoar
ranges 1o more stores giving our customers
more choice no matter where they shop

WORKING EFFICIENTLY AND
WITH INTECRITY [+

Much has been going on behind the scenes
to improve our supply chain We have
successiully rolled out the lirst new sy stem
to imprave Lthe replenishment of our
products and availability Along withthe
ongoINGImprovernents we are making Lo
how we design, source and buy, further
planning systerm changes will be made n
the coming year

©Q Responsible supply chamn management
isakey part of ensuring we offer customers
the high-quality product s they expecl
fromus We believe Lhat great quality starts
with goodfactiory and supply chain elhics
and we continua to work closely with

our supglers Lo ensure Lhese ngorous
standards conlinug to be upheld

3

Note 1 Wroort ruoutly work walts Kar 10 0 d0r UL HE (e inéset Totee of our s a1 Wi lLos Our sl¢ P EOrendnte T i bas i pulted u thw

Sl e 3hor &f P ttncal nineks L siooe bt (o pr it 30y 1OFLITNE ey sartabor They 0060 o1 6 COmmpR Abie IS ¥ y DLl |

' NUnNOE

I inresponse to cusiormer der~and we openeda
requstration bist for our Autograph Suede Skirt
heroed by the fashon press asa key itemfor this
surmrmer s 1970s trend - thousands of customers
e ned the list

1 We launched David Candy for Autogranh a
luxurious range of sleepvear and underwear -
we sold over 450000 terns

3 @ wewere pleasedto bencludedon
Ethispheres World s Most Ethacal Comparues ist
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QPERATING PERFORMANCE

CHANNELS

We aim to deliver a consistent, convenient
and inspirational experience for our customers
whichever way they choose to shop with us

LAURA WADE-CERY EAECUTIVE DIRECTOR MULTL CHANNEL

TOTAL UK

STORES STORES

FULL LINE

QUTLET STORES

MLS5 SIMPLY FOOD
OWNED

M4S SIMPLY FOOD
FRANCHISE

852

302

46

198

306

PERFORMANCE OVERVIEW

To ensure that we have one view of the M&S
customer, we brought our UK Retlailand
MES com channels together under single
management this year The change reflects
our need 1o delver aconsistent and
corverient expenense for our cusiomers
however Lthey shopwilhus, whelherit s ona
compuler,a tabtet, armobile phone orinone
of our 852 UK stores Ithasbeena pvotal
yearnterms of our infrasiruciure Whilst we
faced some difficulties dunng the beddingn
penad, our nvestment INMAS com and our
distribation centre 21 Castle Doninglon are
the nght thing for our business inLhe long
teren We are now {1t for Lhe future andin
control of our multi-channelambitions

STORES

We focused ouwr space growth on the Simply
Foodforrmat, opening 62 new storas, whuch
increased customer access - anadditional

12 mulbon peopte are Now within ten minutes
drnive of a Simply Food Although our strategy
15 L0 addd no net now GM space to our store
eslate aller 201916, we continue 1o review our
portfoloto ensure thal our slores areinthe
maost convenent locations We opened two
fullling stores at Monks CrossinYorkand
Wolstanton near Stoke-on-Trent

Within our stores we concentraledon
crealing an environrment thatl projects our
products styleand innovation credentials
Guidance was 3 centrat theme Using lthe
M&S Way principles, we merchandised cur
collecuions inmeore cohesive and colour

coordinaled ways 1o show cusiomers how
they might wear the latest styles We
upgraded the environment in many of our
stores, ncluding now Menswear depariments
n ourlop 70 stores, with elernents of the
new scheme rolled out toa further 48,and
refreshed Womenswear departmentsin
44 stores Stronger visual merchandisingin
Foodhelped customersto discover new
flavours We have started therol! out of our
new Food Hallconcept, whichadds theatre
and adventure Lo the shopping lnp

Knowledgeable employees are our bedrock
andthis year our Lraiming initiatives continued
Lo cnsure Lthat custorners had an easy and
enjoyable shopping expenence Qur
colleagues know that our unyielding focus on
Presentation, Availabiuly, Cress-sellng and
service, and Knowledge — our PACK pnontes -
15 what separates us from Lhe competton

MASCOM

Following our move from the Amazonweby
platform, this was the first fult year inwhich we
had cortrol of our webste Whilst it proved to
be techrically resibent, the new site presented
abigger change for our customers than we
antcipated and saleswere affected We
worked hard to address thisand rmadea
number of updates tomprove the shopping
experience Our customers ked the
enhanced functionality andcleaner ook of
the site, which we continually fine-tune to
make 35 Intuitive as possible M&S com sales
returned to growth inthe fowrth quarterand
we saw gradual mprovermnent across allkey
metncs over the year traffic grew by 169%,

customer salisfacbionroseby 18% and
conversionrales mproved as customers got
rnore fambar wnth the new site layout Some
7 milion shoppoers have now registered on
the sile, surpassing the number on owr former
Armazon-run site Cuslomers enjoy the sites
strong editoral pont of view —we know they
are more Lkely to buy f they see supportive
editonal alongside a garrnent theylke On
Bverage corwersionwas 20% higher on
products thal were featured as Editor s Picks

O Our performance was irnpacted by
operationalchallenges at our Castle
Doningtondistrbutioncentre over the peak
Chrstmas pernod Highly automated sites ke
this often need refinement dunng thew first
period of sustained demand and we have
made progress naddressingtheissues We
have learned fromthis, made improvernents
1o Our systems, and sirengthened our
management team who contnue Lo dosety
monitor its performance We are cenfident n
our long-term ability to serve our customers
berter CUStoMErs saw MpErovernents n our
delvery propositionas the year progressed,
with the intreduction of a 10pm cut-off for
pardnex\ day home debivery anda Spm
cut-off for free next day store collecuon
Snce il opencd Castle Donington has
handled over 85 mdlon products

O Our website and distnbution centre are
powerfulengines for growth Follkwing
ourinvestment N themn, we now have a big
opporlunity o dnve online sales growth,
increase our onbine profitabibty and set
M&S upforyearsiocome

1 The nurnber of visiLs (o our
webstevamoble phones
rose from7 rullionin 2012
10 BOmithonin 2015

2 O Wenstalled tha UK s
targest sngle roaf-mounted
solar panel array on our
distributoncentre -1t will
generateover 5 000MWhH

equivalenttothe energy
needad Lo power | 190
hoyses

3 ) Ow Newcastle store wos
our first fullline store to be
grven a full Plan A ecorehit
and features 3 1675 metre
greenwallirngated with
rainwater

3 of electrchy per year
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OPERATING PERFORMANCE

INTERNATIONAL

This year, we accelerated the roll-out of our
Food stores overseas and continued to focus

on our priority markets

PATRICK BOUSOUET-CHAVANNE EXECUTIVE DIRECTOR MARLETIMNG & INFERNATIONAL

INTERNATIONAL
REVENUE

INTERNATIONAL
STORES

TERRITORIES

£1.1bn

480

59

5N

PERFORMANCE OVERVIEW

From Pans toPrague and from Caro Lo
Kolkata M&Sis seenasatrusiedand
progressve brand witha strong sense of
Briiishidenuty Wo now trace from 480 slores
and ontine In 59 ternLones across the world
We accelerated the roll-out of our Food stores
overseas and continued Lo focus onour
pronLy markets, delivering sorme sirgng
performance inkey ownedmarkets suchas
Incha and Hong Kong Following the action
we took Lo restructure cur businessnihe
Republicof reland and the Czech Republic,
we were pleased Lo see mprovenentsin
profitatity n bothmarkets

Howewver, sales n our International business
fellby 2 1% onaconstant currency bass The
profitabilny of our franchise business was
impacted by a geopoltically turbulent year
inanumber of our franchise termtones This
particularly affected performance n Russia
Ukrang and Turkey, where our franchise
partner was impacted by polibicalinstabilty
andlocal currency fluctuations whichresulted
inlower shepments Elsewhere inthe Middle
East region, the macroeconomic situation
has impacted consumer dernand and our
franchise partners have adapted tothe
challeng:ng emaranment by managingthev
businesses prudently andordenng less stock

Areview of our nternational store estate,
coupled with the adverse euro exchange rates
and toughconsumer erviroryment resulted
inwrizedowns of £37 2rmrelating to certam
underperforrning stores in Western Europe
Irelandand China

+25 NET NEW STORES

Howewer,with a strong International
management team and proven Overscas
pariners we remaincommitiediothe longer-
teren opportunity whichwe fvmly bebeve
oxsts within our nternabional markels

OUR PRICRITY MARKETS

We are growangn scale and relevance in our
two key markets of indiaand China Inindia
we opened 12 stores and our store opening
planis on track Sustanable econarmic
development, a burgeoning rmddle class,
and aninstinclive understanding of Lhe
M&S brand make India a fertile market for
continued expansion In Greater China, we
openeda store n Macau and announced
our ntention to open flagshps in Beying
and CGuangzhou from next year.and we wll
continueto nvest in cur exsting flagship
store porifolo However following the
completionof areview, we are closing five of
our smaller storesinthe ShanghaireQionas
we refocus our emphasis on stores nthe
mare affluent areas We are alsa seeing
sgnsficant online growthinChma on our
ste ontha Tmallcom marketplace - sales
increased by 200% on last year We launched
anew dedicated Kidswear storeon Tmallcom
and a new clothing store en JDcom The
success of our onune expansion further
strengthens our continued commitment
toChina

INTERNATIONAL FOOD CROWTH

we have scentremendous success fromthe
roll-out of our Food stores overseas Around
the world, grocers are moving closer to the

consurnerand we are Lapping into Lhal trend
We opened stx stores in Pans and four i Hong
Kong over the year,Laking the total number
of nternational Food stores to 31 Overall
sales per square fool are nlne with our best
performing Simply Food stores inthe UK Cur
recipe forsuccess s Lthe same as inour horme
market we sell good value, delicious Tood
fromcervenent locations

NEW QPENINGS

InMay 2015, we re-entered Brussels witha
new $4,000 square foot store al Tosond Or
and in Novermnber we will open a second store
n Macauat The Venetian Mall We have an
exciting pipelina of openings In the Micdle
East InFebruarywe opered our largest
internationalstoren Kuwait The View s a
72000 square foot flagship that 1s operated
by our longstanding franchise partner
Al-Futtam Croup The store contans our
largest Clothing, Food Home and Beauty
offern theregion and houses a 60-seat cafe

GLOBAL LANDSCAPE Q

The Last year has been volatile economically
and politically ina nurmiber of ourtarritones
Howewver,there are twoways that our
Internatianal strategy mmrtigates any risk
stemervng frorm events beyondour control
Firstly, our geographcal diversificatiorn means
that we are nol Looexposed i any one
country Secondly the growing roleof Food
internationally means that we effectively
have twobusinesses over $0as QNG Us a
broader - and more slable ~nnternational
footprint

1 The in-store bakery inour branch iiLa Defense
Paris takes rnore money than arry other bakery n
our entre estate

2 We now have hive standalone Lingene & Beauty
stores i the Migdle East and India

3 ) We areroling out the Marks & Spencer
Clathes Exchange known 33 Shwoppngin the
UK 1o ourinternational markéets followng a
successhd cralinpur Czech Republicand Hong
Kong s.ores which saw 35 000 nems donateg

OUR BUSINESS
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OUR BRAND

We reinforced ouwr strengths as a trusted and unique
British lifestyle brand with a new approach that told the
many stories that make our products different

PATRICK BOUSQUET-CHAVANNE EXECUTIVE DIRECTOR MARAETING 8 INTERMATIONAL

PERFORMANCE QVERVIEW

One brand, multipte stores That was our
mission this year Lo speakinumsoenacross
the GM and Food sides of our business,
across communucation channets and acrass
geographies By uniting all marratives under
the Only M&S umbrella, we reinforced our
strengths as a trusted and unique 8ritish
lifestyle brand

We raised Lhe bar with our advertising
gaining strong brand recogrition for aur
rencwed focus on groduct InFood, we
showed that we are at Lhe forefront of
discovery and creativity We remaned
focused oncur core strength as aspecalily
retailer - nnovaton in Clolthing we
demonstrated that our ranges are fresh,
stylish and in sync with the current trends

A FRESH APPRCACH

Cur now logo - MAS Est 1884 -was
designedio show our brand hernageina
contermporary and retevant way Through
Lhe logo, we are CXprossing our rools but
also showing that we are a modern brand
that has inspired the Briish high street

for generations With 131 years of trading
under our bells our herilage s a great
differentiator and we are nghlly proud of it
We revarnped all our publications to reflect
this new look from our Horme catatogue

to our Food Lo Order catalegue, and we
launched Womenswear and Menswear Style
Guides for the first ime The new brand

nandwriting extendedto M&5S comand
its dady publications nub, Style & Living
As a modern retailer, we musl prowide an
inspinng digital or printed expression of
who we are on every platform

THE CONNECTED CONSUMER

Qur Christrmas marketing campaign~The
Two Farries - was a greal exarnple of how all
our channels cancome Llogether totella
holstic and belrevable slory The campaign
foltowed Lwo [anes as Lhey spread
Chrisimas magic and sparkle across the
land It started secretly and quickly went
viralas we covertly carned out randomacts
of kindness in schools, hospitals and stores
Qur @TheTwoFaines Twitter tag amassed
30,000 followers before we revealed that
M&Swas berund it The TV adthat followed -
an escapist fantasy that contnued the
random acts of kindness theme - achieved
recognition of 68% Customers liked the
warmthand wt of MESs first truly social
campagn

Teday, alk our communications start with
a coredea that gets expressed across all
the consumer touchpoints stores online,
mobde socwalmeda,print media, billbeards
and TV Qur award-wnning Adventuresin
Food TV ads harnessed online videos to
getther message across Today, a fifth of
our rmecha budget goes on socialmedia,
four imes more thanthree years ago This
approachreflects how people ive today
andhow they expect toengage withM&5

SEASONAL AND FOCUSED

Afler Last year s Leading Ladies campaign
re-establshed M5 s style credentals, our
approachtomarkeung this year has been
more product focused and richer i digital
videa conlent We sought 1o emphasise our
teaderstvpin authoritative categones such
as knitwear, occasionwear and cashmere

In Food, our January marketing focused
on our health ranges while our Adventures
inimaginaucn campaignhightigntedthe
expertse, creatmity and passion betind
our foodranges from around the wortd
Custormers will see even mareof this
storytelling next year as our marketing
bacomes more personalised

STAYING RELEVANT [~

Wemay have a broad church of customers
around the world, but bry harnessing
technology and leveraging the power of
our Customer Insight Unit, we cantalk

1o all 32 mikion of our customersinamore
personalised way Theres atways arisk
Lhat brands wil lose thoir relevancy, bul
by engaging with our gusiorners and
adapting to thew needs, we willremain
peronent Lo ther everydaylives

1 Thecombined size of our sotalmada audience
through platforms such as Facebook Turtter
tnstagram and Pinterest 1s 2 606 000,up 22% on
ihe previowus year

2 MBS was one of the offial sponsors of Lorndon
Fashion Weehend The partnership demonstrated
aurfashion credentials

3 The Cookuwith MAS appwe launchedthsyear
saw 260000 people g up injust four months
andwas featured as the #1 Foad & Dninkappin
the Apple App Store
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OPERATING PERFORMANCE

POPLE

Our people continue to be the most important part
of our company - they drive the high performance culture
that s vital for our future success and embrace the values
that make M&S different

TRAINING AND

AVER MBER
N e ELOVEEs OEVELOPMENT DAYS

OF EMPLOYEES

EMPLOYEE ENCACEMENT
SCORE

83,069

77%

1.5

OUR BUSINESS

PER CUSTOMER ASSISTANT

OVERVIEW

This year we made a number of changes to
the way we do Lhings to ensure that M&S s a
collabor atwe and innovative place towork

FIT FOR THE FUTURE Q

Fromtng ooardroomto the salesfloor,
every one of our 83,000 employees hasa
chrect stakein our [uture So this year we
undertook a Company-wide ermployee
engagement programme Fit for the Future
was designed toensure that we are nthe
best shepe to face the challenges and
opportunities of a fast-changing retail
landscape with an emaranment and

cutture that encourages INNOvation

As aresull of the programme we impraved
orgarusatonal efficiency and simplified
our deasion-making processes We also
ntroducedaralt of measurestoencourage
entreproncurialism and arnora digital
mindset Takentogether Lhese niliatives
spread a sense of ownership thraughout
MBS Qur people are now eguipped Lo
challenge behawviour thal slaws us down
and championdeas that willinspire

Our Customers

THE POWER OF 92

Aninforrmed workforce 1s a motivated
workforce Last summer we directly
engaged with the greatest nfluencerson
our store staff our 3500 Section Managers
These people manage 92% of our salesfloor
colleagues, and our The Power of 92
engagement programrme saw us hold

one-day eventsinlocalions across the UK
ncluding Wembtey Stadum The events were
designedto insprre these front lnemanagers
and betterinform them about why M85 Lakes
the decisions it does Afterall, thay lcadership
directly mpacts our cuslomers expensnces
of M&S

ENGACEMENT AND EFFICIENCY

Considerable internal change meant that
our Your Say survey showed a sbght fallin
employee engagement levels this year
However we were pleasedit remamed high
at 77% Qur Your Manager score rose by 4%
to 83X demonstrating the commitrment

of our managers ndraing a high
performance culture

We irnplemented numerous new operational
systerns over the year QurResource
Planrming Systemncreased our effectveness
when it came to establishing colleagues
work patterns And our centrabised payroll,
tme and attendance system, which has now
beeninplace over a year, wan Personnel
Today s ManagingChange Award,one of the
numercus accolades we recened this year

TALENT AND TRAINING

MAS savery different business tothe one
it was five yearsago Inthat umowe have
upskilled our tearns in areas suchas digital,
nternational logistics and designto ensure
we have the nght capabdities to compete
Trareng remains key Our new Customer
Assstant iInducton programme réplaceda
workshop-heavy induction processwith a

largely salosfloor-drwven one Inthe third
quarter alone, 15,000 colleagues Look part in
the new programme This resulledin ur new
startersbecoming operatonally effective
A0% lasicr than previously Technology s

a great enabler whenit comes Lo training
Around 6000 employees comploted our
app-based The MAS Way training module
about In-sLoro presentation

PLAN A Q

2014 we celebraled a decade of our
Marks & Start employabrlily scheme Along
with our Make Your Mark youth scheme we
have helped over 13,600 pecple who fate
sigruficant barners to employment take
ther first steps nto the job rmarket We plan
to provide opportunities 1o another 4 400
peopleby 2016

We have aduty of care for people altthrough
Qur supply chain We surveyed aver 100000
workerswvia text message in countres
ncluding China Indo and Bangladesh

Therr feadback onissues such asworkplace
health and safety helpedus toalign our
strategieswith ther needs

1 Wemtroduced 3 new urform
design for our store colleagues ths
year, whichrefect s the moderny
lockangfeel ol the new M3S
branding It s aready in our top /0
stores and g being rolleciout toalt
stores by January 2016

2 2000 of ourinternational 5Laff took
part in Beyond the Barcode an
app-based trarng mocule about
our In-5tora service standards

1 @ Since 2010, wave pronded
traineng Lo Over 652 D00 workers
11 our CM supply chain ymproving
hnowledge and skills m areas Lke
health and rvtetion, inanciak
rManpgement santauon chitdcare
educanon and commundy
leadership
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CHAIRMAN'S
COVERNANCE OVERVIEW

We have built a team with the skills and experience to support

our strategy.

n this section we look at their roles and therr

performance, and outline thew independence, therr gffectiveness,
ongoing professional development and succession

ROBERY SWANNELL CHAIRMAN

OVERVIEW

As | mentioned eartier in thus report, ths
has been another year of mixed progress
for Lhe Company Our Food business
delvercd another very strong year na
difficell market InFood we continue 1o
pursuc a clear stralegy with a distinct and
differeniialed position, remawung true Lo
our values and with a well articulated plan
for future growth

We are encouraged by the improved
performance across the business in the
hnal guarter 2014/15, particularty 1n G
and MBS com Howoever, our full year
performance was constraned by a number
of ssues associated with the necessary
and sigruficant transformation of our
infrastructure, mplemented in the last
few years and macroeconomic and
performance issues impacting delivery in
a number of key international markets

The launch of our new website and our
chsirbution centre at Castie Dorington
represented the completion of two
significant investments essential for the
long-term growth of our business This has
peen a key area of focus for the Board over
the last two years Yet, and despite ngorous
planning and mitigation of potentiat nsks,
both expanenced inial execuhon issues
beyond those that we expected We believe
these issues are now resolved or that plans
aren place to resolve them, and both
projects contnue to be areas of focus

for the Board

Ths year we have sought to provide insight
into the scope of the Board s activties
discussions and resulting actions These are
provided on pages 38 and 39 of this report

As a Board we have taken away 3 numoer
of learnings, particularly about our
management of and approach to nsk

The Board, supporied by the Audit
Committee, spent tme discussing nsk
appeute across the business as well as

our invesiment criteria Whilsl defining our
approach Lo risk appelile remans a work
in progress, we believe this will improve
the quality of our Investment process,
the mebgation of associated nsks and will
deliver improved project implementation
gong forward A greater understanding
of nsk appette and s management will
also supporl our ambition 1o becomea
more agile Innovative and entrepreneurial
organisation, as embodied by Fit for

the Future and our updated values, which
were discussed earlier in this report

CULTURE AND VALUES

The scale of investment and transformation
of the business over the tast few years has
necessitated this shift in our culture and
behaviours It witl enable us to respond

to the changing consumer landscape, the
constant evolution n technologees, and
our 2Im to be a keading internatianal, mult-
channel business But while we adapt and
rmove forward, we are clear that staying
trueto the MAS tenet of integrity s
non-negotiable

Integrity underpms all of our Board
discussions, from debate onthe
rmanagemnent of our teams, (o the safety
and mtegrity of our feod supply chain It
affects the way we implement the changes
required in our GM supply base to deliver
our ambitious gross margin targets

while staying true 1o our high sourcing
standards 1t shapes how we operate

1n our mternational markets and the
management of our property assets
Integrity has protected the M35 brand and
supported its reputation for gver 13C years
and\he Board s focused on ensuring it
conunues to do so for Lhe long Llerm

Hawing Integrily as a value also means
peing honest in how we judge our own
performance as a Board and where we can
do things betler We are disappointed nol
o have made more progress against our
Board Action Plan this year We discuss this
performance and our Board evaluation
and Action Plan on page 41 of ths report
We are clear about how we can be more
effective and what information we need to
monuter and challenge our progress and
enswre proper debate

| have tighlighted befare the wnportance of
the Board as being criical friends We have
a strong team and we have had a number of
robust discussions throughout Lhe year on
our axegution issucs at Caslle Donington,
the performance of the website and our
International business the results of
unsauisfactory audits, our financial
performance and progress aganst cur
targels We have reflocted, and will conunue
to debate openly the resulis of our Board
evaluation and how we ensure we have

the highest quality of debate, coupled

with the nght planming, iInformaton and
environment to support this We must do
this to drive our effectiveness as a Board
and to be {it for the future

FIT FOR THE FUTURE

The introduction of Fit for the Future
brings greater focus on hugh performance
our teams, davelopment and succession
planning all of which remain a key part

of cur Board and Committee agendas
Assocuated detail onthe actmities of

the Normination and Rermuneration
Committees are prowided onpages 42-43
and 52-76 respectively Our Action Plan
for the 2015/16 year 15 stretching and sets
oul specific objeclives Lo Improve our
performance The plan aims to supporl
and enable greater debate and reflecuion,
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THIS YEAR'S REPORT - KEY FEATURES

The structure of the Annual Report has been
updatad this year, providing greater Focus to
the key strategic messages within the Strategic
Repaort, whilst still including the broader
information on tater pages for those that find
it intereiting

Thesg changes have been made Lo promote
clear and conwise reparting, focusing the report
on those factors that are mostamportant to
the long-term prospests of the business and
ensurng key messages are ¢lear, concise and
easy to lacate

We have agan focused on ensuring this report
s far, balanced and uaderstandable It s a
reftectron of how we have done busmness and
how the Board has served its stakeholders

Wwe beleve ths practical approach will support
our performance for the long term and should
pratect the trust snd imtegrity of aur values,
amr the MES brand

and enhance the quality of our decisions
Trrough the Action Plan, we airn Lo ensure
that our values underpin Lhe manner in
which we operate as a Board at allumes

UK CORPORATE GOVERNANCE CCDE

The key themes of the Code form the
framework for articulating our narrative,
amodel that we have consistently
adopted for a nurmnber of years As such,
our approaches to Leadership and
Effectiveness are outlined on pages 3dto
43, Accountability on page 44 and pages
23 to 25 within the Strategic Report and
pages 44 to 50 the Directors Report,
Engagement and relations with
shareholders on page 51 Rermuneration
©n pages 52 to 76 and the Governance

of our Pensions Scheme on page 77

The required governance and regulatory
assurances are prowided throughout this
Directors Report Where infarmation that
would previously have been located within
the Drrectors Report has instead been
incarpeorated nto the Strategic Report,

a Ust of page references 1s avalable within
the Other disclosures section on page 78
As in previous years, we have sought to
provide a genuine understanding of how
governance supports and protects the
M&S business and stakeholdersina
pracucal way

Cur governance framework 15 reviewed
and benchmarked against best practice
every year |t sels out the roles
accountabiliies and expectations for
our directors and our structures This
format has been adopted widely across
the business and can be viewed at
marksandspencer com/thecompany

The Covarnance raport provides
=» A clear and henast review of the year,

- The sutcome of our externally
facilitated Board Evaluation,

- Creater disclosure around Board ducussions
and asyociated actions, and

-} Information on our progress towards
understanding our risk appatite

As a Board we regularly discuss and debate

=» Strategy and =>The M35 brand
Company
performance - Internat:onal
- Culture and =¥ Supply chamn
behaviour - Risk

- Succession planming - Property
- Ecommaerca = Plan & 2020

Covernance at M85 1s seen as an important
element of our Board environment, which
foeds Mo how we do business and s
reflected in our Board effectiveness review
We hape this report demonsirates how our
governance helps us test whether we are
doing the nght things in the nght way, with
the nght safeguards, chocks and balances,
and whether the nght considerations
underpin every decision we take

We continue Lo drive the agenda of
diversity In 1ts broadest sensc across
gender, experience, elhnicity and age
Further nsight on this i1s provided on
page 43 and i our Plan A Report

MONITORING RISK o

The Audit Corrumsiiee has played a key
role i ensunng that the appropriate
governance and challenge around nisk
and assurance 15 emnbedded throughout
the business It s closely monitonng the
management of the problems generated
by M&S ¢com and Castle Donington

€ Read more on the work of the Audit
Commutteq on pd6.50

APPOINTMENTS AND SUCCESSION

2014415 saw signiicant changes 1o the
Board Following the resignation of

Alan Slewart in July 2014 we underlook a
thorough search process resulting inthe
appointment of Melen Werr, who yoined the
business as Chiel Frnance Officer on 1 Apnl
2015 Helen brings conskierabie retail and
fnance expenence and we are delighted to
welcorne her to Lhe Board

UK CORPORATE GOVERNANCE CODE

The UX Corporate Governance Code 2012 (the
‘Codae’) is the standard agamnst which we ware
required to measure ourselves in 2014/15

We are pleased to confirm that we complied
with all of the provisions set out in the Code
{or the period under review

A summary of our governance profile outlining
our compliance with key areas of the Code, has
been set out on pagt 5 of the Strategc Report
To keep this report interesting and engaging
we continue o focus on the key insghts from
the business, hawever, further detad on how
we comply with the Code can be found in our
Corparate Covernance Statement available at
marksandspencer com/thecompany

In March 20158, Jan du Plossis retred aftor
six years on the Board Jar has been
succecdedin his role of Serior Independent
Director by Vindt Banga who maintains

rus existing role as Chairman of the
Remuneration Commuttec Subsequantly,
{have joined the Remuneration Committee
and Miranda Curtis has joined the Audit
Committre

As aresull of Jans reurement, and In
order Lo prowdo the necessary balance
Richarg Solomons was appointed Lo the
Board on 13 Aprd 2015 We had a clear
specificaton for this appotntment and are
detighted thal he has joined our Board,
bringing his expenence as a serving CEQ
with greal knowledge of operalng an
international multi-channel consumer
business alormation on the iInductions
that both Richard and Helen are
undertaking 15 provided on page 40

Thesc appointments bring new challenge
and oversighl to the Board Thar skils
and expenence buld on oaur custing
Lalent, standing us in good stead for the
year ahcad

We are a more capable business following
a sustamed penod of nvestment in our
nfrastructure and people As outlined on
page 16, our focus will continue to be on
delwery of our strategy and mprovement
nshareholder returns

ROBERT SWANNELL CHAIRMAN

OUR BUSINESS

QUR PERFDRMANCE

GCOVERNANCE

FINAMCIAL STATEMENTS
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LEADERSHIP & EFFECTIVENESS

OUR BOARD

EXECUTIVE DIRECTORS

o

Robert Swannell Charman

Marc Bolland Cheef Executive

Helen Weir Chief Finance Officar

Apponted Chairmanin January
2014 Non-Executive Directonin
October 2010

Skills, competence and experience
Robertis a Chartered Accountant
2nd aBarrister He has extensive
government andregulato’y
expenenca and posse.sesa wealln
of knowledge of many giterent
business areas banking and the
Ciyacquired over a 31-year career
ronvestiment banking He has
sigruliCant experence as a arecior
angd CharMan JCross vanous sectors
and bus leadarshipinthe area of
govemandce promores tobust debate
and drwes adullure of gpennessin
Jhe boararoom

OCther rolas Charmanolthe
advisory board of the Shareholder
Executive Trustee of Kew Foundalion
Advisory Board Member of Sulten
Trust

Appointed May 2010

Appointed April2015

Skills, competence and expenence
Marc has extensiventernationat
expanence in growang global
consumer brants aswetlas
sigrificant retail expertisa frormover
25 yearssn the industry He joned
M&S from Morrsons where as CEQ
he successfully led the development
andmplementationof asiong term
strategy turnng around the business
Singe joiring MAS, Marc has led the
store moderrisatonprogramme
impraved the positiorung and
optenisation of the sub-brands and
driven international eapansion Marc
continues towork with the Board n
developing and implementing the
business strategy iobecome an
inlernational mult-channel retaler

Other roles Non-£xecutive Duector
The Cot.a-Cola Compary Honorary
Ve President of UNICEF UK and
Directer of the Consurner Goods
Forum

INDEPENDENT NON-EXECUTIVE DIRECTORS

Skills, competence and expenance
Helen s an Accountant with over 20
years expenenceinthe inance and
reta sectors She bangs substantal
strategic Financral expenence and
awealthof sigrubcant retail and
consumer expenence to the Board
Helen has strong Listed COmparry
expengnce having beengroup
fnance dreclor executive direchor
angd non-executive director onthe
Board of a number of rmajor Lsted
companies Helens aFellow of the
Charterad Institute of Managemaent
Accountants and was awarded a CBE
for senvices 10 Finance in 2008

Other roles Nor-Executive Drector
SABMiller Trustee of Marie Cune
Cancer Care

Patrick Bousgquet-Chavanne
Expcutive Durecior Marketing &
Internabicnal

Appointed Jly 2013

Skills, compatence and expenence
Patrck bnngs gver 25 years of strong
expenence inthe consumer goods
industry Hisvaluabla strategie misight
ie sypported by hus experignce n
developing and marketing brands
glabally and abroad knowtedge of
enhanang business parfor manca
2nd CusLomer expenence na
mutli-channel eraronment Patnck
played skeyrole i creating the
newmarketing strategy for
Womenswear and continues talead
the transformanon of MAS s in-store
enviconment and thae publishing
strategy for MES com Inadditon
«ohisresponsibility for Corporate
Strategy and Marketing Pairck
assumedresponubility for the
International busness from Juty 2014

Other reles Non-Exacutive Drector
Brown-rorman Ing Non-Executive
Drrector Cotlectivelyorg

Q0
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Vindi Bang s Senicr (ndependant
Dhractor

Alson Brttain Non-Executive
Drector

Miranda Curts Non-Executive
Drwrector

Martha Lane Fox Non-Executive
Drector

Appointed Senor ingependent
Durector inMarch Z0HS Non-
Ewecutive Dwector in Seplember 2011

Skills, competence and gxperence
vindi has extensive consumer Brand
knorwledge and global Dusiness
egxpenence acquired aver 33 years
" sarvor roles within Lhe consumer
gaods industry Hisin-depth
knowledige of both UKand
nlernanonal trade and ndusi'y
provedes an rwaluable inwghtinto
business and enterprise across the
globe He has strong expanence

as aboard member of other listed
companies andis the recipient of
the Padma Bhushan cng of Indias
highes: evilan honours

Other roles Pariner at Qlayton
Duastrlier 8 Rea Non-Execulne
Drector of Thomson Rewuters
Charman of the Mauser Group
Charrnan of the Confederanion of
Britsh Industry s {CBl}Econamic
Crowth Board Non-Execulive
Dractor of ClaxoSrmithikhne ple
(‘rom 1 September 2015) and S8
on the Govarning Board of the
Indian School of Business

Appointed Jamuary 2014

Apponted February 200}

Appainted June 2007

Skills, competence and expeneance
Alsanbrngs compiehensve
financia\ and commercial @xperience
tothe Board combrned with
consderable knowledge of running
custorner facingretailbranch
networks Shehashelda nurrber of
senior pasiiionsin the fimancal sector
partcuiarly inretad and has valuable
regulatory insight Alisan has an
mBA from Cambraige University s
Judge lnstitute

Skills, compotence and expernience
Miranda s substantial expenence

of the nternational consurmer and
rechnology sectors andvaned
xnowiedge of globalndustry prawde
avaluable contibuton to the Board
During her 20-year career with
Liberty M:randaled the company s
wvesrment s indigital distribution
and content operations across
Conunental Europe and Asa-Pacifhic
maost notablyin Japan

Other roles Crovp Drectorof
Lloyds Banking Gioups (LBC) Retad
Owasion and Charof the FCAS
Pracuivoner Panel Alisanwillbe
taaving LBGn 2014 and wiil become
CEQ of Whitbread plc inthe early part
of 2006

Other roles Charmanaf
Waterstones, Non-Executive Director
of Lberty Global plc Soard Member
of baththe nstnute for Covernment
and the Royal Shakespeare Cormpany
Deputy Charmanof Garsington
Operaand Char of Afrcangurs
education charty, Camfed

Skills, competence and expenence
Martha brngs ssgnificant expersence
fromihe suctessiul operatron of
onune andcustaomer faung
pusinesses Martha ca-founded
Europes largest traveland lesure
websitalastminute comin 1998,
taking it public m 2000 and sefling it in
2005 She has exzensveknowledge
oftre onling sector and her valuabie
nput conbinues to challenge and
nfluence the devetopment of our
mulbi-channel strategy (n 2003
Martha was awarged a CBE and
apponteda crossbenchpeerinihe
Hause of Lords She was alsothe

UK s Dsgital Champonuntd 2013

Other roles Chancellor of the
OpenUniversity Chair of CaOn UK
Makeelab Co-founder and Char of
Lucky vosce Non-Executrve Director
of the Women $ Prize for Fiction
Founder of charitable foundation
Antigene and Polion of AbiltyNet
Repreve Camfedand Just for

Kics Law
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FIND OUT MORE

© See pI6 for Covernance and Board structures

© Sece p1B-39 for Board activities in 201418

O See p36for Board roles and responsinlibies

John Owxon Executive Director
Ceneral Merchandse

Appointed September 2009

Sklls, competence and sxpenonce
Jehnjoned M3Sin 1986asa
managemenctrainea andhas worked
N Many areas 3cross the business
His sgnior posiions have covered
Director of MAS com Daector of
Home and Executive Assisiant to
the CEQ until us appontment (o the
Board in 2009 as Executive Director
ofFood John returned Food to
growthby focusing on what MRS
does best - mealing our customers
desirefor quatity and nnovation
InOcrober 2012 Jobnbecame
Executve Director of GMwherehe
has applied the same focus to the
products we sell strengthened

the maragement team delvering
sgruficant margin improverient and
rerurmng the dvision togrowthin O4
for the first time (0 four years

Steve Rowe Executive Director Food

Appointed Ocrober 2012

Skills camnatanca anr avneranss
Staveined MES n 1989 and
progressed througn a vanety of roles
within stare management before
rmovingtoheag officain 1992 He

has worked in several seruar roles
across varous areas of the busmess
acluding Director of Home Drector
ofRetail and Director of Retaland
E-commerce before s appantment
3s Execuiive Drector of Foodin
October 2012 Underris leadershp
the Food divson has continued te
achgve strang growth broadened

ws range of quality and tnngvatve
products andmantaned ngh
customer sapsfacban ratings

Laura Wadse-Gery Executive Cirector
Mutt-channel

Appointed July 2001

Skilis, competance and exponencs
Laurabnngs consderabie retad
¢-commerce and customer
experience ganedfromover 15 years
nsenior roles nthe rerad sector
Laurahnas beennstrumentalnthe
irmprovement and modermsatan of
Our ecommErce and Mmudii-channel
capabilibes which she continuesto
iead InJuly 2014 Laurasrote was
expanded adang responsbility

for UK stores to provide greater
oversight and a fully ntegrated
approach to M&S s multr-channel
strotegy

Other roles Nan-Exacutive Director
of Briush Land Trustee of Royal
Opera House Coven: Carden Limited
Member of the Coverrnment's Chgital
Adwsory Board and Trus.ee ol
Aldeburgh Music

GROUP SECRETARY

BOARD DIVERSITY

The Bogrd Dhver sity Policy was taungned

12012 with Lhe intenton of eraurng that
urversily nits broacest sene rernania

centra leatureof tne Board

The Board contimeies to "ake pos e
steps lowards braddenag the one sy
of both the Baard and cur snnor
management Our Board Owerslty
Polcy On page 43 $£13 Oul Our 2mMonons
withregard (o giversity andwhat Lh
0., O DLIF BeiSrvas e CuiklAmore st
statehotders a3 wall a5 tha progress

we CONtINUR 1o v 3gainit thoss
AL

The Lablgs 3¢ grapmcs Selow pedmcie &
vl outlne of gur Board sdverulyn
rarms of gonder range of exparanreand
lengthof terue

GENDER DIVERSITY

BOARD EXPERIENCE

INTERNATIONAL EXPERIENCE

Ancly Haltord Non-Exegutve
Direcror

Richard Solemons Non-Evecutive
Drrector

Amanda Mellor Croup Secretary
and Head of Corporate Covernance

Appointed Janyary 2013

Appotnted April 2015

Appotnted July 2009

Shills, competonce and cxpérence
AChartered Accountant Andy

has a srong finance background

and significant recent and relevant
financial expenence gained fromCFO
positions inglobal bsied companies
Mis detaledknowledge of the UK
and international consurar market
provides the Board withvaluable
stratege might Andy isamember

of the Business Forum on Tax and
Compettveness and a Fellow of the
Instituze of Chartered ACCountants in
Englangand Wales

Other roles Croup Finance Director
of Standard Chartered pic

Skilts, compatenca and expenenga
Richard brings strong commercsal
financial consumer brandwg and
ginbal experience to the Board

His broad international ratal and
consumer gxpenence andd s

role as » CEQ of an internatronal
busingss provides valuable insight
to the Board Duringhus career at
InterConpnental Hotels Group (IHC)
Richardwas integralin shaping and
mplementingHG sasset-light
sirategy, whech has helped the
business grow signficantly snce
itwas formedin 2003 aswelias
supporung the returnof 3104 bdlicn
1o shareholders

Other roles CEO of IHG Governor of
the Aviaton Travel Industry Group of
the World Econarwe Forum, Member
ofboth the Executive Committee of
the World Travel and Tourism Council
and of the industry Real Estate
Financing Adwsory Councd

Gthor roles Non-Executve Drector
of Kier Growp plc

NON-EXECUTIVE TENURE

KEY TO COMMITTEES

O Nomenation

0 Audit

@ Remunerauon
@ Committee Charr

Full details of each director am
avalable on
marksantspences comfthecompany

OUR BUSINESS

QUR PERFORMANCE

COVERNANCE
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MARKS AND SPENCER CROUPPLL
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LEADERSHIP & EFFECTIVENESS
OUR BOARD CONTINUED

Trus sectian looks alL our Board members,
the role of the Board, its performance and
ILs oversigit We provide an overview of

the induction programme undertaken by
our Lwo nowly appointed directors,
hightighting the differences between
nductions for non-cxecutive and exccutive
diractors respectrely We also outlng how
our Board contingency plan was tested
cunng the year

We provide further transparency on acLvites
and discussons unclertaken dunng the year by
sharing some of tne actions arsing from the
chscussions and the progress aganst them

We also provide insight relating Lo director

- independence Maintaiming the nght
balance of ndependence on the Board,

-y Effectiveness The review this yoar
was externally faciitated We update
onthe output and the action plan
for the year shead on page 41 and

- Ongoing development Business
training, engagement and mentoring

]

MANAGEMENT EXECUTIVE PRINCIPAL COMMITTEES
COMMITTEE BOARD Audit Remuneration  Nomination
4
EXECUTIVE COMMITTEES
Property Fire, Health Business Customer How We Do
Board & Safety Continuity Insight Unit Business

ROLE OF THE BOARD AND COMMITTEES

The Board s responsible for ensuring
leader stup through effective oversight
and review Supported by its Principat
Comrmiliees — Audit, Remuneration, and
Nomination - the Board sets the strategic
cirection and a:ms Lo deliver sustainable
shareholder value over the longer term

Clear tarms of reference outline the full
schedule of matters reserved for the
Board s decision and that of its key
committees These, along with the
individual roles of the Board members,
can be found in the Groups fermal
Covernante Framowork at
marksandspencer com/fthecompany

BOARD MEETINGS

The Board neld eight schoduled meetings
dunng Lhe year and ndividual attendance
15 set out on Lhe next page Sufficient ime
1s prowded at the start and end of cach
rmecting for the Chairmantomecel privately
withLhe Senior iIndependent Director and
non-executve directors todiscuss any
maliers ansing Dunng the year the Boaro
neld two meetings away frarn the office, one
of which was it 5 annual Lwo-day strategy
meelng A briel overview of Lthe key arcas of
discussion the actions and the outlcomes s
provided on the following pages

¥ Seo Board activities on p38-19

BOARD RESPONSIBILITY

Responsibility for implementing aperational
deaisions and the day-to-day management

of the business 1s delegated to the Chief
Executive and the Executive Board The
Managerment Commuttee supports the
Executive Board by monutornng the
developrment of the Croups workstreams
against the Groups three-year plan and
nputting annually into the Groups
strategic plan The executrve directors
update the Board at each Group

Board meeting

There s clear delegation and oversight
fram the Executve Board to the Exetutive
Cammultees (puthined in aur Governance
Framework at marksandspencer com/
thecompany)} which strengthens decision-
making across key areas of the business

In addilion, the Audit Committee receves
a busness update a1 eachmeeung

BOARD COLLABORATION

The work of the Board complements,
enhances and supports the work of the
Executive Board We believe that effective
governance s realised through leadership
andicamwork Collaboration across all
levels withinthe Board structure drves

3 culture of conunuous improvement

in standards and performance across

our business Working Logether, all parts

of the Board structure conduct robust
interrogation of plans and acuons, ensuring
high-gually decision-making in all areas

of strategy, performance, responsibility
and accountabilily
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O Soo Board activitias overview on plg.19

€ See our Board biographies on p34-35

& See cur Remunaeration Repart on p52-76

BOARD COMPOSITION, ROLES AND ATTENDANCE

EXECUTIVE MAX LINKED O MAX
DIRECTORS. ATTENDED  POSSIBLE  RESPONSIBILITY REMUNERATION  CHAIRMAN ATTENDED __ POSSIBLE _RESPONSIBILITY
Chief Executive Strategy & Croup o Robert Swannell e $ Board governance
Marc Bottang [ ] 1 performance ::: 59:; :grhr;zrlcre
Chief Fuml‘nce Otficer Croup Firancial (. engagament
HetenWe performance
NON-EXECUTIVE MAX
appomted 1 Aerd 261%) - - DIRECTORS ATTENDED POSSIBLE _RESPONSIBILITY
Alan Stewart vindi Banga [} & Independent non-
nad ) ol ¥ k] 3
tresignad 10 huy 201 3 Alrson BriLtan . s 5::"::3:?:;2;‘,
Exatutive Director Marketmg & international (] Miranda Curtis s p MoONtorths exa
Patrick Bousquet-Chavanne o a  nertormanca " directors délivery of
rt me Fox L] 8 the strategy withinthe
Executive Directar GCenerat Merchandise Board s nskand
Halford ¢ a
JohaCron L] ¢ performance L] Andy QEVernance structure
Steven Holliday? Inaddion thay review
Executive Oirectar . Food © {resved AJuty 2014} Fd 3 ::re -me?mygl fnancial
SteveRoe ! performance Bndbesse . . opomae successon
ans and monior
Exocutive Director UK Ratai 8 Mutt-channel - ol
Laura'Wade-Cery (] & performance 9 g'g:;f;ﬂlfmm . _ Boarddwersity

This table prowdes datads withregara to meetings heldin the 2044/15 financal year
| Both Helen 46d RiEhacs ovved (e business n the new Hnancial pensd Snd Lher 3ttenaance wilbencluoed n nest years Annual Report
2 Sieven Holxiay was unable 10 Attend the meehng on 19 May dut 1o buness commaments with National Ga
3 Jandu Plesss wal unania to at lend Lhe meeting of 9 SCHTRMDET OUE 1O OVerseas butness COMMiments

MONITORING AND OVERSIGHT

RISK MONITORING AND OVERSICHT

Protecting the business from operational,
financial and reputational risk 1s an
essential part of the Board s role As key
transformational projects came online
this year, the Board, supported by the
Audit Committee, looked to ensure that
key financial and operational controls
were robust throughout this change
Progress was assessed and challenges
were managed within the context of the
Board’s appetite for nsk

The Craup Risk Profile, owned by Lhe
Board,1s compiled by Group Risk using
business area risk registers and ene-on-
one interviews with Board members and
busingss unit directors Oversight and
ndependence s provided i Lhe process
through the Audd Commuttee, which
ensures that the nsks includedn the
Croup Risk Profile conunue to reflact the
business s stralegic objectives Aninternal
Audit plan s then mappedto the Group
Risk Profile dermonstrating where assurance
15 provded over the miligating actvities

STRATECIC PROGRESS

Progress against the strategy s closely
monitored by the Executive Board and
discussed at each Group Board meeting
The annual two-day strategy meetng held
away from the office continues to provide
for more relaxed and free-flowing

© Sew our Risk manag t and Princrpal risks on

discussion This year the agenda focused on
the Castle Donmgton distnbulion centre
and M&S corn, CM, customer engagement,
our property portfolio and International
perfarmance Progress was reviewed
aganst the three-year plan and the longer-
term wsien for the future

The Board debated the priarties and

Lthe longer-term ¢hallenges, wanuhed
opportunities for improvemnent and agreed
an action plan The non-executive cireciors
shared ther expertise and provided
independent oversight Lo Lhe discussion

There has also beenincreased focus on
the people implementing the plans with
key skills and competencres improved
throughout the business

© Sce People Behind the Plan on p22

COVERNANCE IN ACTION

The role of the non-executves 1s not krited
Lo Board attendance Examples of other
acumvities undertaken i the year

Andy Halford metl withLhe Groceries
Code Adudicator, wisited Castte Donington,
the Mumban store, and the Hong Kong
Seurang Office and store,and

Alison Brittamn visited Castle Doninglon
and undertook a store visit with a mutt-
channel fash:on retail expert from Boston
Consulting Group

p21-25, and Rusk in action on p44-45

INDEPENDENCE OF DIRECTORS

The Board reviews Lhe ndependence of its
non-executive direciors as part of s annuat
Board Effectveness Review

The Charmarnis committed Lo ensurng the
Board comprises a majorily of ndependent
non-execulive directors who objectively
challenge management, balanced aganst
the need Lo ensure continuity onthe Board

The Board approved the appontment of
Martha Lang Fox for a third termin May 2013
Al the date of publication, Martha will have
served onlhe Board for eght years Martha
conlinugs Lorocove strong support from
shareholders as canbe seenfrom Lthe
votig results of the 2014 ACM As Martha
has served more than six years with the
Company and. as required by the Code,

her appointment was aganthe subject of
particular review and scrutiny and it was
agreed that she continues to make a strong
independent contnbutiontothe Board With
the exception of Martha,all continung Non-
executive directors have served tess than six
years onthe Board

©Q Sce dotauls and expenence of cach director
on pla-3s

The Board considers that all of the non-
executive drecters bring strong independent
oversight and contvwe to demonstrate
ndependence However,the Board recognises
the recommended termwathinthe UK
Corporate Covernance Code and s mindful
of the need for suitable succession

QUR BUSINESS

OUR PERFORMANCE

COVERNANCE

FINANCIAL STATEMENTS
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LEADERSHIP & EFFECTIVENESS
QOUR BOARD CONTINUED

BOARD ACTIVITIES

TOPIC ACTIVIVIES/DISCUSSION ACTIONS ARISING PROCRESS
Strategy Discussad the Group’s capital =3 Conlnye (o nvest for growh - Higher g:owthmargins and lower
structure and financial strategy, - Consder most approprateuse for than expeciedcost growth, deliverng
including capital investments ncreased cash flow now capial sironger cash Gendrabon
and the dvidend policy expenditure has decreased 3 Intenm drvdend ncreased by 3 2K with
further 74%increase inthe hnal dewdend
Reviewed the preparty strategy = Accelerate growh throughout - Preferred target storelocations
ncluding the property plan and UK Simply Food portfolio denttied
koy prierties = Delever internatonal presence = Azcelerated growthin inda and
aganst plarned objectves Hong Kong
= Acquire developand managethe glopal = improved property asset managemeant
propertyportfohd at optrnalvalue across pertfolio
= Delver new businass uni - Highlevel of in-store actaaty delivered
schemesandinibatives < Ongong Inveshigation to ensure
= irvestigate gppartunites for optimal balance of nand out of town
devalapment nexist ngstores retall spoce achueved
Two-day off-site maeting prowided time ta ¥ Reviewlogtics agreemens (o ensure > LOgISLCS agreerments reviewed
3 Duscuss and revew CMand Food stralegy algrument with {uture strategy rasultng inincreased Lransparency
andundersiand
3 Consder customer engagerment - Review of Internanonal operations ng
and footfalt = Debateand approve the Company s = Development opportunitiesdentifred
4 Review the property portfolio Lo capital structure and fundmg plan - Full evaluaton of international presence
improve the quality of and drive valug = 102 Plzn A commilments tobe undertaken Creater facus anstore
from Our PrOperty assets acheved oy 2020 ger :'g(:\ucl offering and avaiability
= Debate and evaluate International = Irmnprove in-sLore environment and _ & " R
performance andgrowth cuSIOmer enpenence S Wrredawnof asseis and closure of poor
. performing stores n China investment
» :::;m 'e":f"' the fa?‘;:r'f‘e 1 flagship stores in growthregions
nd financ
eqya - PlanA 2020 - over hatf of the
2 Rewview Plan A 2020 cormptments achieved oron plan
- Debate, scrulinisa and review performance 2 Upgraded the store environment o many
aganst the three-year plan andthe ofour stores induding new Menswear
operating plan departrentsinour top 70 stores and
- Review the performance of M&S com and rgfreshed Womenswear departrments
Castle Domngton (see Custormners on p29) 1N A4 stores
GCovernance Rewviewed tho Group Risk Profile hat! = Evaluate the completeness and - Robust set of Croup level nisks and
& risk yearly, including core internal and approprateness of the Croup Risk Profile mitigaLag activities agreed and
wxtarnal nsks, those driven by business andhdentfy any addibonalmitigating monitored
change and areas of emarging risk actvites to be undertaken - Progress mada n developing our
Discussed the UK Corporate Governance - Engagewith externalnskexpertsta approach 1o sk appeute
Code requiraments regarding risk appetite  prepare draft riskappetile slatements
- Continue to foster debate onnsk appeite
Reviowed progress #9203t the - Rev.ewof Board decision-making =3 Progress nas been made in addressing
2004/15 Boatd Action Plan process and debate some of thounderlyinganlrastructure
Discussed the outcome of the Board - Review of all managemenz mformation i35ues of the business Boardmembers
avaluatian process canducted by an 2nd KPis to mprave qualty ransparency  WE(E contnbutng welland there 5.3
external Facilitater, Fhion Hague of and consistency of dala and enable positve Boed ethos
Independent Board Evalustion clearer strategiC context - agreed 201816 Action Planwithelear
Drscussod the 2015/16 Board - Continue to refine our approachto nsk moniering processes over theyear
Action Plan sppetile aCross thabusiness -» Plans i ptace tommprove the review
2 improve tracking réeviewanddebate and mornitenng of past Board
onquality of past nvesimants inciuding decisons and the quality of
therole of the Board supparung informanon
- Continue Lo encourage greater mteractian
with Bosrd members across the busness
Trust & Discussed tha evolution of Plan Ale = 102 commitmen:s ‘o be achieved by 2020 - 19on plan 1 betnd plon
values Plan A 2020 mnecorporating the values 5 47 achiaved 9nol achaved

of Inspiration, tnnovation, Integrity,
and In Touch, and the increased focus
on OUF Customers

< S notstarted

Launched Fit tor the Future’,
ncorporating the new M&S5 brand ang
new values of Inspiration, Innovation,
Integrity, and In Touch

= Engage with emplayees across the
business |g ncrease awareness of the new
values and provwie an opportunicy for
employees Lo give tha rfeedback

= Over | 100 head office employees Look
partn the Fit for the Future focus groups
including all our executive directors
The feedback recernvedhelped shape
tha lnalvalues
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& Sq8 our Board EHectiveness Reviow on pdi

BOARD ACTIVITIES CONTINUED

TOPIC

ACTIVITIES/DISCUSSION

ACTIONS ARISING

PROCRESS

Leadership
& employees

Discusied employees angagement
across the business from the results
of the annual Your Say’ survey and
quarterly Pulse surveys

= Identdyrwmproverrent opportunities
fromthe rgsulty

2 increated engagerment with peaple
rmanagers and employeas

Discussed talent and succession,
ineluding gender diveruty across
management and pesformance
management

= Review the gender diversitv policy and
performance management processes

-+ Continue to support executive diregtor
and semor management development

= 38% 0l Bozrd members arafamale

-} implemented mproved performance
managernent scructures to alignwith
our valuesa?f Inspiratkon Innovaton
Imtegrity,and tnfouch

~ COrmnuec with succasshul rtatnes
e luding The Leactershup Developraent
Servce and mentorng and coaching
schermnas

Reviewod the composition
and succession of the Board
and ks Committees

- Commutted to mantainng the rght
balance of skils and experence on
1he Board and Committees

-3 Approved the appontment of & new
Chiet Finance Officer Sersor Independent
Owector and non-ersculive dirgcior

Discussed organational culture,
structure snd process

-» Reviewed ways of working to ensure
greater accountability a<ross the business

= Introguced more collaborative ways of
workng throughout the Cormpany to
speedup decision-making with the

Launchof Fit for the Future
Customers Roviawad the GM strategy = Centinue focus onturther product -» Betler buying and suoplier Mnaels
and perfarmance and agreed waprovement ncreased choceand = Creater design exper ence n-house
2015/16 targats wnproved n-5;0re environment delvering better product, stronger
3 Strengthen the management team for marg nimprovements and faster dalivery
buying and supplier logistics and incraase Lhrough the network
dewign expenence within the business
Creatar customar engagement -+ trvestigate oppor tunites for Innovatve = Introdutlion of 3 new customer
CUSTOMEr COMmynicaton and engagement sirategy tobnnga
reward programme centralsed relanonshp between
the business and the Custamer
=¥ Intraduction of the Sharenolder Card
nparership with Equaiti{Company
ragisirar)
Discussed the International business, Simprovelive-for-bke periormance across =2 Cieawon of one dislinct Hrant across our
ncluding hustorie and current owned and[ranchised exisbing estate varou of ferngs
performance, negative factors -3 Grow the busingss profitably throughhew = IMpreving glabal brand relevanca
mpacting “:' bt':."‘"“'t:;;"'"':::;“;ﬂg stres New Courtnes and new Farmacs implementedexpenenced management
engagament willh Sustomers, U team andre-enforced francnise
relatianshups with koy tranchise = Redefine ways ol working with partnersm:s oreed
partnars, and the vision going forward framchise pariners
= Inplement organsational structure
withclear accoun.obilily (o drive the
growthininternational
Rewvigwed the marketmg strategy - Create one cistingt brand across our -» MAS rebrand, ncluging same brarnding
wncluding tha operating model, and vanous of ferings for GM and Food TV adverts
improvad customer éngagamant
Rowiewed and scrutimsed tha - MBS com site optimisation and review -3 Custewmer satisfacnonimproved
performance of M85 com and the of deliverv propasiticn over 7 mitlion registered customerson
challenges (aced at Castle Domngton MAScom strang platfarm stability
and regular erass-funcuonal meeLngs
withrepresentatives fromMaS comn,
CM and Casile Coninglen
Shareholder  Strong engagement with stakehotders = Actwvely SLUPPOTT engagement = Investor conferences held on MBS com
a nites and Intemational
engagement and investors pporiuny

-+ Fourthanmuat governante event

Rowviewed shareholder feedback in
advance of the ACM

- Focusareas of Charmans sta.ement
to specilcally oddress ssuesrased
by shareholders

= CommurnCate the key iopics raised
by sharenolders

Continued dusgussiens regarding
the offering of 8 wider shareholder
reward scheme

- Continue discussions with Equirnuti to bnd
a solutionto prowvide rewards reflectsve of
thelevel of nvestment

2 Drscusswith norunees a solutan to extend
wutiatives to ther benehoal shareholders

-+ Shareholder Card lzunched in March 2015

-3 DisCusSIoN$ (o extond JheMAS
sharenoider card offer to benehcial
shareholders
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LEADERSHIP & EFFECTIVENESS
OURBOARD CONTINUED

DIRECTOR INDUCTION

Shortly before the publication of this report,
two new dwectors joined the business,
Helen Werr, Chief Finance Officer,and
Richard Solomons Non-Executve Drector
Both are recemng a taillored induction
programme led by the Chairman, which
includes ime witheach of the executve
drectors, the group secretary members of
the Management Committee a wide range
of seruot management fromacross the
business and the opportunity to meet
with rmajor shareholders

Helen and Richard's induction
pregrammes are camprehensive
and both cover

Company structure and strategy,
including Qur history, strategy (including
detalls of allkey investment degisions),

key people and succession plans, Board
procedures ncluding the Covernance
Framework Code of Ethics and Behaviours,
Beard calendar, minutes from previous
meetings effectiveness reviews and action
plans finances, performance operating
plans, current KPis and targets aperational
overview of all business areas, key relatonstups
including supphbiers and major contracts,
Croup Risk Profile and our approach tonsk,
nsight into key audits and areas of focus

Industry and competitive environment,
inctuding Customaer trends consumer and
regulatory environment including governance
and all relevant consumer and industry
bodes, Carporate Socal Responsility,
environment and sustamability

Sentiment and reputation, including
Brand positioning and media profile,
marketing campaigns brand values, analyst

and investor opnion, reviesy of investor
surveys, share register and voting hustory
key stakeholder relations including
employees, custormers, suppliers and service
prowviders, opiruon leaders an overview of
our remuneration policy and pensions

Richard s ncuc LIoN a5 a Non-executive was
supported by one-on-one meetings, and
aimedto provide abroadiearning about
the business Its operations, itskey markets
anditsnsks

Helensinduction was supported by a
greater number of one-on-one meeungs
with the Chairman the executive and

the non-executive directors, but alse
rnanagemert from Strategic Programmes
Finance HR (including visiting our
employee support tearm), GM (including our
overseas sourcing teams), Food Customer
ingight, Communications and Investor
Relations (Including some of our larger
sharcholders and our corporale Drokers),
Store operations (Including visding the
Castle Donminglonfaciiy) Plan A, Health

B Safety, Pensions M&S Bank, Internal
Audt 8 Risk, tha Cormpany Archive and
Lhe Covernance team

Grventhat thetwo directors joined the
pusiness within a short space of Lime,

we will take this opportunity Lo obtan
foedback anthow expenence of the
induction process andreview Lhe director
induction programme Going forward

we will alsa seck feedback from Alison
Britian, on herinduction and her first year
withthebusness Further information

on our induction can be found nthe
Corporate Covernance section of
marksandspencer com/thecompany

Succession planning and the succession
pipelnie remain a key agenda tem for
the Board

During the year, our Board contingency plan
was tesled when, shortly after the AGM

Alan Stewart resigned fromihe Board Gven
Alan had accepted a role with another lood
retailer, the Board fell it necessary for him

1o leave the business immediately Untila
suitable replacement was foundfor the
posiion, Paut Friston, aur then Dreclor of
Croup Financial Control, was apponted
intenm Chief Finance Qfficer Paulheld the
position until Helen Werr joined the business
on 1 April 2015,at which point Pauttook up

a new roie within the business

In August 2014 we also announced Lhat
JanduPlessis would be leaving the business
inthe early part of 2015 Janhad served M&5
forsix years as a non-cxecutive director
Hawving Janremaiwy with the business untd
March 2015 and Paul cover ihe Finance role
for nine months, allowed the Boardto focus
sufficient at lenuon on ensunng the new
apponimentscame withthe required
qualficauions, experience and skills to meel
the challenges and opportunities ahead

€ Mare datail on succession planning
canbe found on pages 42-43

;E%

BOARD EFFECTIVENESS REVIEW

The assessment of the Marks &
Spencer Board was conducted
according to the guidance in

the UK Corporate Covernance
Code and was facilitated by
Ffion Hague of Independent
Board Evaluation Neither

Ffion Hague nor independent
Board Evaluation have any other
connection with the Company '

The external evaluation
of our Board I1s an
important factor in
ensurng we are creating
