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AT A GLANCE

FOROVER 135 YEARS OUR EXTRAORDINARY
COLLEAGCUES AND CUSTOMERS HAVE FACED

CHALLENCGES BICAND
SMALL AND COME
THROUGH THEM BY

SUPPORTINGC EACH OTHER
AND WORKING TOGETHER

M&Sis a British value for money retailer, focused centres, our warehouses andinour supply
onown label businesses, inctuding Food, chain-who have worked tirelessly to deliver
Clothing & Home, in the UK and internationally. . for our customers.

Today we operate afamily of businesses, selling  Together we have strived to secure the
high-quality, great value own-brand products future of the business and, as we emerge,
inthe UK and in 62 countries, from 1,519 stores our “Never the Same Again” programme

and 44 websites globally. will accelerate our transformation and fulfil
our potential to deliver long-term, sustainable
and profitable growth for our investors,
colleagues and wider communities.

Inthe face of an unprecedented global crisis,
the best has been brought out of our 78,000
colleagues - across our stores, our support

Coverimagein April,
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£10.2bn™”

Group revenue

3.9p

Total dividend paid for 2019/20

1.3p

Basic earnings per share ~

-70.7%

-48%

GO DIGITAL

Access to more detailed
and interactive content

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

Reduces our carbon
footprint and saves paper

Join our Digital First community
and sign up for online
communications only, intime for
next year's report. It's much less
fuss, much more interactive and
you'll be helping M&S to reduce
its impact on our environment,

To register, visit shareview.co.uk,
a secure platform provided by
our Registrar, Equiniti. From the
horne page, simply click ‘Portfolic’
followed by ‘Open Portfolio
Account’ and follow the on-screen
instructions. You will need your
shareholder reference number and
activation code to register; these
have been posted to you in this
year's Notice of Availability.

Covid-19 response timeframe

On page 50 we set out the
timeframe for the Company’s
response to Covid-19, which
extends beyond the 52 weeks

to 28 March 2020 covered by this
report. Within the strategic report
'‘Cur Actionin Response to
Covid-19'is not confined to the
reporting period but we have
indicated where the financial
impact of these actions relates
to the 2019720 financial year.

OIRECTORS REPORT

GROUP OVERVIEW

£67.2m ™"

Group profit before tax

£403.1m™*

Profit before tax and
adjusting items

£1.46bn """

o Net debt excluding lease liabilities

16.7p -29.5%

o Adjusted earnings per share

22.5%4.8%

Percentage of UK Clothing
& Home sales ontine

63% (18/19: 59%)

Food:Value for money perception

68 (18/19:68)

Stores: Net promoter score’

57 (18/19; 54)

MA&S.com: Net promoter score'
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ALTERNATIVE @
PERFORMANCE MEASURES

The report provides alternative performance
measures (APMs) which are not defined

or specified under the requirernents of
International Financial Reporting Standards
as adopted by the EU. We believe these APMs
provide readers with important additional
infermation on our busingss. We have included
aglossary on pages 180-182 which provides

a comprehensive list of the APMs that we use,
including an explanation of how they are
calculated, why we use them and how they
can be reconciled to a statutory measure
where relevant.
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CHAIRMAN'S

Financial highlights

3.9p

Total dividend paid for 2019/20

-70.7%

“We have drawn up
our "Never the Same
Again’ programme
to harness our new
habits and use the
lessons of this crisis
to make what feels
like three years
progressinone.”

Archie Norman, Chairman

02 Marksand Spencer Group plc

LETTER

Dear Shareholder, .

Although much of this report is about
the results for the financiat year 2019/20,
these now seem to relate to a previous
age. The Covid-18 pandemic has since
swamped our lives and the way we
operate the business.

At the time of writing we are in the midst
of lockdown. Our focus has been first
onthe safety of our colleagues and
customers and on supporting vulnerable
people and healthcare workers. Second
on securing our business, cash flow and
liquidity and planning our way through the
clearance and storage of surplus stock.
And thirdly on ensuring we learn from the
crisis and come out stronger, faster and
more competitive when we emerge.

Very sadly, we have lost two colleagues

to the virus and others are in hospital.

Our thoughts and prayers have been

with them and their farnilies. More broadly,
the M&S family of colleagues has rallied
together magnificently in the crisis.

Our business has been operating
continuously since 1884, including
through two world wars, In the 1939-45 war
100 stores suffered bomb damage and

16 were destroyed. With the support of the
most passionate and dedicated workforce
in UK retail, we will trade through the crisis,
serving our customers throughout.

From a financial point of view, the 2020-21
year is likely to be a lost year. Although
we have taken drastic measures to

secure cash flow and maximise sales,

it isinevitable we will emerge with more
debt than we had planned and make
losses for a large part of the year. Whilst it
is a challenge to forecast the future, our
scenarios are based on a prolonged period
of social distancing, trading limitations
and depressed demand. We have taken
steps to obtain substantial concessions
from our banks and secure liquidity for
the likely duration of the Covid-19 crisis
and to underpin the recovery strategy.

There is a saying sometimes attributed

to Winston Churchill, “never waste a gocod
crisis”. Our business is now operating in
ways we have never operated before.
Remote working is only a small part of it.
Multi-tasking in stores, delegation of
authority, fast decision-making, an action
orientation irrespective of hierarchy,

and brilliant communication direct to the
front line. At the same time, the way our

All In This Together

Below We implemented a number of
sociat-distancing measures throughout the
shopping journey inour stores to help keep
our customers and colleagues well.

Maintaining our
standards for customers

Above We've increased hygiene measures
across our stores to give our customers
confidence when they shop with us - such as
cleaning baskets, trollies and self-checkaut
tilts every hour.




Supporting our
haxdworking colleagues

Above We supported our hardwarking
colleagues, as well as customers and
communities, during the crisis. All our frontline
colleagues, including those working in

our Castle Donington distribution centre,
received a 15% additional pay reward.

mwy&' g socia]
distancing
in slere

Left Our colleagues
greeted customers at the
entrances of every store
and managed the number
of customers shopping
during busy periods.

customers live and shop has changed
beyond recognition and these behavicurs
will not fulty revert any time soon.

We are determined to make our ways of
working permanent and accelerate the
aspects of our transformation necessary
to thrive in a new consumer landscape.
The manner inwhich our colleagues have
been galvanised to act with pace and
agility gives us confidence we can emerge
stronger, as a faster, more streamlined
business. This is why we have drawn up
our "Never the Same Again® prograrmme
to harness our new habits and use the
lessons of this crisis to make what feels
like three years progress inone.
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The acquisiticn in the year of a 50%

share in Ocado Retail, supported by
shareholders through arights issue,

gives us access to the UK's fastest growing
food channel and is a strategic driver of
growth for our Food business. The crisis
has created a step change in demand for
cnline grocery and we will commence
supply to Ocado in September, making
the M&S food range of over 6,000
products available online for the First time.

We are now, after two and a half years
of transformation, on the verge

of completing a much stronger
management team, most notably

with the arrival of Eoin Tonge as Chief
Financial Officer, Katie Bickerstaffe as
Chief Strategy and Transformation
Director, and Richard Price as Managing
Director, Clothing & Home, together
with many others.

| wanted to thank all our colleagues for
their loyalty in one of the toughest years
in our history, the leadership team for
working flat out through the crisis, and the
Board for being continuously engaged.
Alison Brittain is standing down after
over six years, she has been a major force
for change and we will miss her. Katie
Bickerstaffe is joining the executive team
but with Tamara Ingram and Sapna Sood
joining the Board, we will still have a very
strong, diverse and engaged Board.

Finally, it has not been a happy year for
our shareholders, inctuding all those on
the Board and managerment team who
are heavily invested inthe Company.

To provide for an uncertain outtook,

we have had to make difficult decisions
to secure the future of your business.
We appreciate your patience and are
determined to accelerate the changes
we committed to and make M&S the
special business we know it can become,

Yours sincerely,

Archie Norman, Chairman
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STRATECGCIC REPORT

CHIEF EXECUTIVE'S
STATEMENT

“I have never been
prouder to work for
this business. The
care and commitment
our colleagues
have shown to our
customers, their
teammates and our
communities has
been inspiring to see”

Steve Rowe, Chief Executive

1. APMasdefinedin glossary onpage 180.
04 Marks and Spencer Group ple

Last year's resultsreflect a year of
substantial progress and change inctuding
the transformative investment in Ocado,
outperformance in Food and some green
shoots in Clothing in the second half.
However, they now seem like ancient
history as the trauma of the Covid crisis
has galvanised our colleagues to secure
the future of the business. The way our
people have rallied to support our
customers and cormmunities has been awe
inspiring. From the outset we recognised
that we were facing a crisis whose effects
and aftershocks will endure for the
coming year and beyond: whilst some
custormer habits will return to normal
others have changed forever, the trend
towards digital has been accelerated, and
changes to the shape of the high street
brought forward. Most importantly
working habits have been transformed
and we have discovered we canworkina
faster, leaner, more effective way. lam
determined to act now to capture this and
deliver a renewed, more agile business in
aworld that will never be the same again.

Good progress on transformation
2019/20

Prior to the Covid-19impact, both major
businesses were making good progress
inimpilementing the transformation
prograrnme with Food outperforming the
market and despite teathing issues in
changes to men's clothing ranges, kids,
womens, and lingerie starting to show
sustained, improved performance,

Inrecent years, we have made a number
of structural changes to the basic
infrastructure of the business inctuding
closing 54 of our legacy shared stores,
migrating off mainframe infrastructure to
cloud-based systerns and implementing
new warehouse management systems.
These changes have been instrumentai in
enabling the business to react effectively
inthe early weeks of the crisis.

To illustrate more clearly the family of
accountable businesses operating modet,
for the first time we are breaking out the
operating profit after relevant costs

of three business streams: UK Food,

UK Clothing & Home, and Internationat.
This demonstrates the strength and
balance of the combined businesses
which has been a major source

of resilience in the crisis.

Outperformance in Food

The UK Food business outperformed the
market as changes to range, value and
custormer communication took effect:
revenue increased 2.1%, with like-for-like
sales' up 1.9% strengthening throughout
the year, including an estimated 0.3%
benefit from the effects of Covid-19 in
March, QOperating profit before adjusting
itemns' increased 11.2%. Value perception
improved, resulting in growth in volurme
ahead of value at 3.3% and increased
market share.

We set out the Food strategy 18 months
ago, rebuilt the leadership team and
started to reposition M&S Food to broaden
its appeal and move to ‘trusted value’.

The programme was picking up
momentum before the crisis struck

and the progress made is set out in

the Food secticn of this report.

Ocado Retail positioned strongly
for growth

The valuable purchase of 50% of Ccado
Retail positions the business strongly for
growthin online grocery, the UKs fastest
growing channel. We reported a first

time net income contribution for Ocado
Retail to group profit of £2.6m for the

7 months to 1 March 2020, with the early
contribution reflecting the limited period
since completion. This is the contribution
te group results prior to switchover to M&S
supply on 1 September, which we expect to
drive volume growth for M&S Food.

We have been working closely with Ocado
Retail to create a ‘one business' mentality
which includes common operating
procedures, business plan, and shared
talent, The value of the investment we
have made has been further reinforced
by the strong growth reported by Ocado
Retail since lockdown, with growth for
the most recent 9-week period of 40.4%
reported at its ACM on 6 May.

Reengineering Clothing & Home

The UK Clothing & Home business
experienced a year of substantial
reshaping, resulting in some encouraging
performance indicators in the second hatf.
However, revenue declined 8.3% overall,
with like-for-Like revenue down 6.2%,
including an estimated 2.2% adverse
impact from Covid-19in March. Online
revenue was level. Operating profit before
adjusting items declined 37.0%, largely




driven by lower sales, gross margin
headwinds related to sourcing and
promotional mix and the impact of
the crisis.

First-half trading was affected by poor
availability in Womenswear, and in the
second half by teething issues with the
move toa more contemparary style
and fit in Menswear, However, as detailed
in the Clothing & Home section of this
report, towards the end of the year
performance, prior ko the effects of
Covid-19, in Womenswear and Kidswear
was encouraging, Menswear saw
improving sales trends and Lingerie
held its market leading share.

Changing the modelin International

As detailed on page W4, the first phase

of transforming the international business
has been the move away from direct
ownership to a franchise and joint venture
model working with strong partners in
high-potential territories. The focus nowis
on localising ranges and reducing prices,
and will increasingly be on developing
sales online globally. international
revenue at constant currency decreased
2.5%. Operating profit before adjusting
items declined 15.2% to £110.7m, largely

as a result of trading conditions in March.

ACTION IN RESPONSE TO COVID-19

trading has substantiaily outperformed
the scenario.

The scenario has the following core
assumptions relative to our original
2020/21 budget;

- UK Clothing & Home, 70% decline in
revenue for the four months to July
and only a gradual return to original
budgeted levels by February 2021
impacting annual revenue by c.£1.5bn.

- UK Food, 20% decline in revenue for the
four months to July, with revenue level
thereafter,impacting annual revenue
by c.£0.4bn.

- International - Clothing & Home
revenue to follow a similar pattern to
UK Clothing & Home with a significant
decline in April due to closures,
impacting annual revenue by c.£0.2bn.

The table below sets out the revenue
assumptionsinthe scenario by
quarter, showing the variance to

the original budget.

REVENUE AT CONSTANT CURRENCY

Over £1bn of actions including £500m
of planned cost reductions and further
actions to manage cash under scenario
planning for Covid-19

The Covid-19 crisis started to have an
irmpact onthe business in the first week
of March with reductions in UX Clothing
& Home sales, which dectined by 6.2% and
26.9% the week after. With the onset of
leckdown, the effect on sales, colleagues
and customers in both businesses has
been dramatic. Clothing sales at the
lowest point dropped to 16% of their lLevel
a year ago. Without the resilience of the
combined food and clothing business
model and the extraordinary loyalty of
colleagues, the impact on the business
would have been even more profound.

My belief has been from the cutset that
the direct impact of the ¢risis on sales
and stock flow will last at least 12 months
and that subsequent demand may be
depressed. In a challenging environment
to forecast accurately, the business is
being managed against a “Covid-19
scenario” created in the early weeks of
lockdown, reflecting a very substantial
reduction in sales. This scenario has been
stress tested and eveninthe event of a
longer and deeper lockdown, the group
maintains sufficient liquidity. Although
we will be drawing on our available credit
facilities in the coming year, under the
scenario the business will have significant
liquidity headroom throughout the next
18 months. We are pleased to note that

in the first six weeks of the new year,

%Xchangeto

budget e} Q2 Q3 Oa FY
UK Clothing

& Home 74 61 -40 -6 =46
Food 20 -6 - - -6
International =51 -20 -9 9 =22

In the light of the prolonged partial or
total lockdown envisaged in our Covid-19
scenario, we have taken actions totalling
¢.£1bn relative to the original budget

to reduce costs and manage cash, while
protecting our transformation plans and
trading potential.

Substantial cost reduction of
c.£500m in 2020/21

- Non-essential spending has been
reduced at all levels. For instance,
we expect Clothing & Home marketing
to be down £50m for the year, pay levels
and recruitment have been frozen,
saving ¢.£40m, and technotogy costs
will be down ¢.£40m.

- Costswhich are largely related to sales
volume are being managed down,
for instance, Clothing & Home logistics
down c.£60m, colleague costs
post-lockdown saving ¢.£40m, and
International costs saving c.£30m.

- Fixed property-related charges are
expected to decline, with service
charge reductions, rent costs and
other occupancy cost savings down by
¢.£20m before any more far-reaching
changes to the store portfolio.

- Government support measures,
including business rates relief of
c.E172m and the Coronavirus Job
Retention Scheme of ¢.£50m, will
further support this year's outcome.

In addition to these savings, we are
exploring the potential for other changes,
inciuding a more streamlined support
centre, changes to leadership structure
and negotiations with landlords on
commercial terms on lease contracts.

Actions to stabilise cash flow
exceeding £500m

In view of the steep increase in working
capital resulting fromunsold stocks we are
experiencing a cash outflow during the
lockdown period and expect to draw on
our credit facilities in the months ahead.
Under the Covid-19 scenario, drawings
are estimated to peak in early auturmn

at c.£600m, although our current
performance would suggest a lower
figure. To reduce risk, maximise liquidity,
and enable areturn to growth inthe
future, steps have been taken to underpin
cash flow and reduce working capital.

~ Capital expenditure for the year has
at this stage been reduced to c.£140m,
saving c.£195m in cash outflowin
the current year against budget.
Only essential and short payback
investment focused on growth has
been retained, such as the new ambient
food depot, investment in online
fulfilment and site development,
and the Digital & Data programme.

- Cash management initiatives including
in-year deferral of corporation tax,
VAT and duty payments and likely
savings from lower corporation tax
paid for 2020/21.

— As previously reported, there will be
no final dividend for 2019/20 and the
Board does not expect to pay a dividend
for the current financial year, using the
funds instead for balance sheet support
inthe region of £340m,

Liquidity and additional headroom
secured for 2020 and 2021

It was an immediate priority for the
company to secure its debt facilities to
provide for the cash requirements
modelled under the Covid-19 scenario
described above and given the risk in
an uncertain market to ensure there is
downside protection under even more
adverse sensitivities, Therefore:

- Formal agreement has been reached
with the syndicate of banks providing
the £1.1bn revolving credit facility to
remove or substantially relax covenant
conditions for the tests arising in
September 2020, March 2021 and
September 2021

- We have confirmed that we are
eligible to access funding under
the government's Covid Corporate
Financing Facility and been allocated
anissuer limit of £300m.
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CHIEF EXECUTIVE'S STATEMENT CONTINUED

~ Asa result of these actions, we expect
to have considerable headroom under
our available facilities in 2020/21. While
we will experience a cash outfiow in
the first half of the year as sales reduce
and we pay for our previous stock
commitments, we would expect this
to partly reverse in the second half of
the year.

- Under the Covid-19 scenario, drawings
against our available facilities would
bein the range of £300mM-£350m by
the end of 2020/2).

- The cancellation of the final dividend
of c.£130m wilt generate further cash
savings after year end.

Experience to date has been ahead of the
Covid-19 scenario against which we set
strong cost and cash management plans
and has outperformed the scenario by
over £150m year to date, with actions
planned to further improve our cash flow.
If sustained, this leaves the Group well
positioned to exit the crisis with Limited
drawdown against its facilities in 2020/21,
with a further saving of the final dividend
in the earty months of the next year.

We intend to adopt a dynamic approach
to investrent using sustained cashflow
outperformance to capitalise on strong
investrnent opportunities under our
‘Never the Same Again’ agenda.

Management of excess Clothing &
Home stock

Like all Fashion retailers, one of the biggest
challenges arising from the crisis is the
backlog of unscld stock for spring/
summer 2020 and the forward pipeline
ordered for avtumn/winter. We closed
2019/20 with Clothing & Home stock of
c.£500m and at that time had committed
forward orders of £560m scheduled to
arrive in the following six months. As the
lockdown eases, a large proportion of
current season stock will remain unsold
and demand for many categories is likely
to be weak. We have acted quickly to
improve this position.

- We have cancelled late summer stock
which will nolonger be required,
reducing forward commitment
at cost by £100m.

- Of the batance of stock and forward
orders, c.£400m is year-round basic
product where M&S trades strongly and
which will be carried forward at low risk.

= Of the unsold seasonal stock, we have
made arrangements to hibernate
around £200m until spring 2021,
secured storage facilities and planned
for the cost of these actions.

- We have therefore taken a charge of
£145.3m in adjusting items to reflect the
cumulative impact of the combined
handling, clearance, hibernation and
write-off of the stock.

06  Marks and Spencer Group pic

The combined impact of lockdown,
social distancing and depressed demand
is likety to continue through the year.

Recent trading performance

The first six weeks trading has been ahead
of the Covid-19 scenario particularly in
Food and online.

- Store sales in UK Clothing & Home were
reduced to a trickle due to the closure
of space, running down 98.8% vear on
year at the lowest point. In-store sales
of essentials increased from £252k per
week in the first week of lockdown to
£1.4m per week by week six.

- Although online Clothing & Home has
traded throughout, demand in the initial
weeks for clothing was very low with a
gradual uplift since. In the last three
weeks, online sales have been running
c.20% up year an year.

- Standalone Simply Food stores have
traded strongly, up on average V7% with
apositive trend in many Retail park
stores which typicatly have direct
access. Inthe earliest weeks of tockdown
this was offset by lower sales in travel
franchise units (c.5% of revenue) and the
closure of in-store hospitality and cafes
(c.4% of revenue). In the last three weeks
overall Food sales have on average
been level.

- Wealso experienced aninitial adverse
margin mix as demand shifted towards
ambient grocery sales, although thisis
now dimarishing.

Never the Same Again

During the crisis, we have all had to work
differently and consumers have rapidly
changed shopping habits and may never
shop in the same way again. We intend to
usethe learning from the crisis and, as set
out on the opposite page, we have drawn
up our Never the Same Again agenda to
accelerate our transformation.

We have:

~ Committed to never be the same again
in culture, organisation and work habits.

- Takenimmediate steps to ensure that
the "change of gear” of the last few
weeks endures.

- Started to bring forward the aspects of
our transformation necessary to thrive
ina changed consumer landscape and
become an online winner in Clothing &
Home and Food. As made clear on page
10, the Ocado relationship is an integrat
part of our strategy to bring M&S Food
into the online and home delivery
market, which we expectto be even
more vibrant as a result of the crisis.

A significantly renewed management
team willimplement our Never the Same
Again programme, and in the coming
weeks this team will take shape with a
number of important arrivals. Katie
Bickerstaffe has joined as Chief Strategy
and Transformation Director and Eoin
Tonge arrives as CFO in June. Richard Price
joins as Managing Director Clothing &
Home in July, with new Head of Clothing &
Home Supply Chain Paul Babbs and

Head of Clothing & Home Online Stephen
Langford both joining in May, Property
Director Will Smith arrives in May and
Helen Milford joins as Store Qperations
Director in June. Craig Lovelace joins as
Finance Director of Food in June.

Our response to Covid-19 is explored
throughout this report but in short, | have
never been prouder to work for this
business. The care and commitment our
colleagues have shown to our custamers,
their teammates and our communities
has been inspiring to see. M&S has faced
this crisis in the same way we have met
challenges throughout our history. Each
member of the M&S family has pulled
together and responded with agility and
pace to show our customers that they can
trust M&S to be there for them and their
community in the ways that matter most,
and | would {ike to extend my personal
thanks to them all. They are what makes
this business special.

While there are many uncertainties, we are
confident we will emerge from this period
in a strengthened competitive position.
We have a strong Food business - soon to
be stronger as our products become
available on Ocado.com and, although
there is some way to go, there is progress
being made across every aspect of our
Clothing & Home business. in a consumer
environment that will never be the same
again, we will accelerate parts of our
transformation in response and learn
from our crisis actions to ensure that
M&Sis changed for good.

Steve Rowe, Chief Executive




STRATECIC REPORT

OUR STRATEGIC PRIORITIES

The aim of our transformation is to restore M&S to sustainable, profitable growth
and this has not changed. However, in the new landscape - where the way we work and

. . -
how customers shop may never be the same again-we are learning fram g
the crisis to ensure that M&S is changed for good. =
o
WHAT WE ARE LEARNING FROM THE CRISIS E
4
The crisis illustrated how differently we - Support colleagues have learnt to - Online has for a period been our only
can use technology, run stores, and make improvise their routines at Lower cost significant clothing business and this
decisions fast.In a business with a history of with no detriment to trading standards. has illustrated the need to be leaner,
slow cultural change we intend to use these - Our strategic relationship with Microsoft and more integrated to compete with
lessons, to ensure that as lockdown eases, has been highly effective supported online pure plays.
we are never thedsamli :gai.n lnFcul_ture. ) by Teams. - The reduction inforward order volumes
organisation and work habits. For msﬁanc& - Instores, given the need to furlough and in clothing has forced the need to change
= Asmaller top team has made decisions redeploy colleagues, valuable lessons ranges to buy more of less from fewer
faster and more efficiently, delegating have been learned about our ability to core suppliers.
trading and operating management to multi-task and increase the pace of
business unit heads. Working groups, work with no adverse impact to service.

committees and elaborate management
processes have been disbanded.

WHAT WILL NEVER BE THE SAME ACAIN

The following steps have alreacly been taken Director, and Chief Financial Officer - Pigitalis being consolidated undera

to ensure that the ‘change of gear’ of the last Eoin Tonge who is arriving in early June. single transformation team bringing

few weeks endures: - Central support costs and headcount together data, anline and technotogy.

-~ On 14 May, we annpunced changes ta the will be examined at all levels, delegating - The direct-to-the-frantline, tech-enabled
business leadership structure with the decisions to business unit and communication, combined with increased
formation of a small executive board category heads. Aexibitity in working patterns, willbecome
cansisting of the operatingMDs togethér _ jn sigres, multi-tasking and mare flexible permanent.
with Katie Bickerstaffe, who has now started management structures will beintegrated
as Chief Strategy and Transformation into the way the business operates.

ACCELERATING THE TRANSFORMATION PROGRAMME

We will accelerate aspects of the - Establishing a store estate for the new ~ Turbocharging growth to become an

transformation to increase our relevance world with the replacement of ageing enline winner in Clothing & Heme and

ina new consurner environment, including: stores already under way and shift in Food. The sharp growth of online grocery

— The move o ‘trusted value'in Clothing & relationships with property providers during the c_.risis is evidence of this, as i; the
Home and option count reduction and to go faster. strengthemng performance of our onling
supplier concentration brought forwardl. - Thelongstanding issues in Food Clothing &Home.

- Thereduction in range and shift towards distribution will betackled to capture

fast moving product at great value value in our Food supply chain, with the
necessitated by the crisis willresult roli-out o fthe vangarde programme ar)d
ina permanent reduction of 20%in addressing the contract and relationship

autumn/winter store option count. with Gist.
- The role of the saurcing offices will be
increased so that sampling, ordering and
quality issues are dealt with of fshore.
= Afaster "near-sourcing” supply chain will
be developed, to enable a test and re-order
of seasonal Fashion lines, particularly for
the online business. STEP THREE
STEPTRO MBS SPECIAL
STEPONE SHAPING
RESTORING THE FUTURE
THE BASICS
08 2019 2020 2021 2022
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STRATEGIC REPORT

MARKET CONTEXT

The retail industry has changed dramatically in a few short weeks,
and has in some ways become unrecognisable from the one in
which we traded for the vast majority of 2019/20.

In 2019 retail sales declined for the first
time on record, with the British Retail
Consortiurm reporting a 0,1% contraction
across the sector due to political
instability and increased consumer
caution (Source: BRC-KPMG).

In contrast, early 2020 saw consumer
confidence beginning to return, although
this did not translate into significant sales
for retailers,

FOOD MARKET

An overview of the Food and Clothing
marketsin 2019/20, as well as a brief
assessment of the Covid-19impact
that followed, is below,

The grocery market returned growth of
2.7% for the 52 weeks ended 22 March
2020 to grow to £117.6bn (Source: Kantar)
with Covid-19 impacting consumer
spending in Q4. Home delivery and
online maintained its position as the
UK's fastest growing channel at 5.5%
year-on-year growth, versus 2.5%in
store (Source Kantar), M&S maintained

a 3.4% market share across the year,

with the four largest supermarkets
together holding a 59.6% share, discount
retailers capturing 11.4% and Ocado
Retail a 1.2% share.

Key consumer trends included therise
of environmental awareness driving
consumer choice and spend, with

our own research revealing 75% of
consumers were actively seeking to
reduce their use of plastic packaging.

We trialled arefillable grocery initiative in

response, which was well received by our
customers. Vegan food also continued
to become a more popular choice
among UK consumers, with 86% of
plant-based meals eaten by non-vegans.
Covid-19 impact

March 2020 was the biggest month

of grocery sales on record (Source:
Kantar) as the impact of Covid-19

drove consumers toincrease spend on
grocery prior to the UK commencing
lockdown on 22 March. Immediately
following the government's measures,
spend and frequency of visits dropped
as consumers followed guidance to stay
close to home. The market experienced
unprecedented levels of demand for
online grocery deliveries at the height of
the crisis with the country impacted by
tockdown, and retailers needed to be

CLOTHING & HOME MARKET

increasingly agile in launching and
executing food delivery anline in a short
space of time. In the absence of an
online offer, M&S rolled out several
quick solutions - including online

food box deliveries and a temporary
partnership with Deliveroo —to help
isolated customers access essentials
{see Food section on page 10).

As we look ahead, we expect the
crisis-driven change in behaviours of
customers such as the rapid adoption of
online food shapping, and fewer, bigger
shopping trips to continue at least as
long as the Covid-19 crisis remains.

The switchover of our products

onto Ocadoe Retail's platform from
September 2020 will meanwe are
competitively positioned to service
accelerating demand in the UK’s

fastest growing grocery channel.

The clothing market declined by 5.7%
year-on-year for the 52 weeks to 05 April
2020 to a total value of £33.3bn

{Source: Kantar). Consumers spent

less on clothing throughout the year
—with disposable spend focused instead
on experience. As a result, the sector
experienced a move towards spend on
activewear and athleisure, reflecting a
consumer shift towards casual dressing
and focusing on healthy everyday
lifestyles. We taunched Coodmove,

a new athleisure range, to access this
growing trend, which delivered
encouraging results.

Online continued to be the fastest
growing channel against declining spend
offline, growing 2% points to account

for 29.9% share of total clothing sales
across the market (Source: Kantar), with
purchases on laptops the largest online
channet and mobile the fastest growing,
particutarly in womenswear spend.

M&S continues to be the UK’s largest

Marks and Spancer Group plc

clothing retailer, maintaining our
rnarket-leading position across
Womenswear and Menswear, closely
followed by Next and Primark.
Covid-19 impact

Covid-19 rapidly accentuated the
headwinds and spending habits the
clothing sector experienced through
FY19/20. Bricks and mortar retailers were
required to shut stores and operations
inresponse to government measures,
including our outlet stores and C&H
sections of larger stores, resultingin
greater numbers of consumers making
purchases online. Additionally, consumer
spend was concentrated on different
categories reflecting life at home

and changing behaviours, such as
loungewear, babywear, and bedding
products, and away from formal and
suiting. The market broadly reacted
tothe closure of UK stores by heavily
discounting iterns, peaking in wfe 29th
March where over half of the UK online

clothing market was discounted, the
largest proportion, outside of Black
Friday in 2019, for at least eight years.

For M&S our online operations continued
to trade as robust social distancing
measures to help keep our colleagues
well were implemented, and customers
continued to purchase essential
products required during this time (see
Clothing & Homne section on page 12).

The outiook for the UK's clothing sector
remains uncertain at present, but we
fully anticipate consumer behaviour to
follow the recently established trends
for the coming months ahead and
Llimited customer appetite. Online
purchasing activity will only continue
to grow, with the impact of social
distancing likety to linger on. We are
boosting our online relevance to meet
that demand by rolling cut brands

on M&S.com and an additional 850
Clothing & Home products on Ocado
from September,




STRATEGIC REPORT

BUSINESS MODEL

Ma&.S serves about 31 million customers every year from across the UK.
We operate a family of accountable businesses of Food, Clothing & Home,
International, Services and Property, and the strength and balance of our combined
business model has been a major source of resilience during the Covid-19 crisis.

OUR CUSTOMERS

A FAMILY OF ACCOUNTABLE BUSINESSES

MES serves about 31 million customers every year from
across the LK. Our Food, Clothing & Home and other
retail businesses are focused on developing products
and services for our target ‘family age’ customers and
beyond, who we reach through a channel network of
1,519 stores and online services in the UK and across

62 international markets.

OUR COLLEAGUES

We employ over 78,000 colleagues across our office,
operations and internaticnal teams, who demonstrate
extraordinary passion for the business, deliver great
customer experience through our channels, and bring
extensive technical skilis, giving us strength in areas
such as ingredients, sourcing, size and fit.

DIGITAL & DATA
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M&S operates a family of parailel businesses each trading value
for money ranges. Eachis led by its own integrated management
team, with functional accountability for their divisions, including
marketing, supply chain, finance and online.

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

Food: M&S Food sells sustainably sourced, fresh,
convenient products of outstanding gquality through
five main categories: protein deli and dairy; produce;
ambient and in-store bakery; meals dessert and frozen;
hospitality and 'Food on the Move',

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

International: M&S exports the best of M&S Food

and Clothing & Home around the world in select

target markets across Europe, the Middle East and Asia.
Customers purchase our products through a network

of mainly partner-led or owned businesses in territories
with growth potential, or through online-only channels in
growing markets such as Australia and the United States.

Services: Through M&S Bank (operated by HSBC),

we provide a range of financial services, including

credit cards, current account and savings, insurance

and mortgages. M&S Energy is a competitive fully
renewable energy source provider {operated by Octopus).

Property: We operate an active Property Development
team to maximise the value of our property assets
through investment and development opportunities,

OCADO

ME&S holds a 50% investment in Ocado Retail, a relationship
between M&S and Ccado, which from September 2020

will roll out M&S Food and Clothing products across the
platform for customers to purchase online, enabling
access for the Group into the UK's fastest-growing grocery
sales channel.

THE CROUP

Our Digital & Data central function provides support across
the business, ensuring a seamless customer experience,
improving customer personalisation, embedding digital across
our stores and shopping missions, revamping our loyalty
proposition and ensuring that we are at the forefront of the
latest innovation and trends.

Our central team includes Group Finance, Corporate
Covernance, Strategy and support functions such as
Communications and HR. The Croup supports the
business as a whole, setting direction of its growth strategy,
allocation of capital and overseeing cost efficiencies.
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Financial highlights

£6.0bn™*"

UK Food revenue

£236.7/m™"*

Operating profit before adjusting items
PERFORMANCE THIS YEAR

" In 2018, w2 outlined our far-reaching
plan to protect the magic of M&S Food -
our industry-leading quality, sourcing
standards, convenience and innovation
-while modernising the rest of our
operations to create a more efficient
Food business and restore it to growth.
We said we would do this through:

- Driving frequency of shop and
broadening appeal beyond special
occasions through trusted value,
more relevant innovation and
family-focused marketing.

Modernising the Food supply chain
toirmprove margin and reduce waste,

- Building more strategic supplier
partnerships to buy better and lowering
costs to invest in improved value,
while rmaintaining quality.

- Enabling more customers to shop
our full range - developing bigger,
better, fresher Food stores with a
renewed in-store experience and
through the relationship with Ocado.

The UK Food business outperformed

the market, increasing UK Food sales

by 2.1%, as changes to range, value and
customer comrmunication took effect.
Like-for-like performance was up 1.9% and
strengthened through the year, including
an estimated 0.3% benefit from the effects
of Covid-19 in March. Operating profit
before adjusting items increased 1.2%.
The Vangarde supply chain programme
demonstrated the opportunity to reset
the store operating rnodel and reduce
waste and improve availability. In August,
we completed our investment in 50% of
Ocado Retail, which will provide M&S

with a profitable, scalable presencein
online grocery from September 2020.

During the year, we worked to make
M&S Food more price competitive and
improved vatue perception, without

0 Marks and Spencar Group plc

STRATEGIC REPORT

—FO0OD

compromising our quality point of
difference. We lowered prices on over

500 lines, with a focus on staple products
—such as reducing our Super Soft Vitamin
D White Loaf from £135 to 65p. in June,
we intreduced Fresh Market Specials,

to showcase our great value across fresh
produce, meat and fish, and featured
products saw significant sales uplifts.
This investment was partly offset by

the reduction of comptex, multi-buy
promotions and cost reductions. As a
result, M&S Food is now at its most price
competitive for several years; a basket of
comparable lines is consistently cheaper
than our key competitors, resulting in
improved price perceptions.

We have started to build a more
commercial pipeline of retevant
innovation and broaden our appealto a
wider range of shoppers. Our award-
winning Plant Kitchen range helped
attract a significant number of new
customers. In September, we introcuced
our Cook With range featuring simple
ingredient and meal solutions to help
busy families cook fresh meats fast.

This year's marketing has been

more Family focused with clearer
communication of value. In November,
we launched Re-Marks-abile Value - a new
way of talking about our great value
everyday prices where featured products
are price benchmarked against key
competitors while upholding M&S's
renowned quality. Our sponsorship of
ITV's Britain's Got Talent took M&S

Foed into over eight million homes

each week, while in July our Littte

Shop campaign helped attract

more family custormers.

We opened five ‘test and tearn’ renewal
stores across different formats to
encourage bigger basket shops by
showcasing more of the M&S Food offer.
Within each store, we extended the

square footage of Food trading space and
created a fresh market Feel, with a sharper
focus on our value, and the categories
that support a fuller family shop, such

as frozen, bakery and household goods.
Early performance has been encouraging
with strong sales, and we are now
optimising the concept in order to support
further roll-out with a more efficient
renewal model.

The Vangarde end-to-end supply

chain programime has been rolled out
to 90 stores and the team has
demonstrated scope for reducing waste,

improving availability and running stores
more efficiently.

Since completion in August, we have
worked closely with Ocado Retail to create
a one-business mentality and, even
through the crisis, continued a laser focus
on preparations for launchin September
2020 to drive faster growth. We completed
a detailed line-by-line review of the
existing c.4,000 Waitrose products and,
from 1 September, we will launchwith a
competling range of over 6,000 M&S

lines, complementing the 55,000 Ocado
and branded products, leveraging our
unique capabilities in sourcing and new
product development.

ACTIONS IN RESPONSE TO COVID-19:
HELPING TO FEED THE NATION

Throughout the crisis, we have taken
decisive action to mitigate supply chain
disruption, respond to changesin
consumer shopping behaviour, support
the vulnerable and health and sacial care
workers, and play our partin feeding the
nation. The Food business experienced
strong trading in standalone Simply Food
stores — particularly those with car parking
- but this was of fset by the closure of cafés
and the stores locatedin travel hubs.

Responding to changing customer
shopping behaviours: In line with
government restrictions, customers
embraced a ‘shop local’ mentality and
we temporarily closed franchise stores
in travel locations and a small number
of owned stores, and redeployed M&S
colleagues to busier Foodhalls. Store
manager-led iocal cornmupication via
social media belped highlight the M&S
Foodhalls open to serve their community
with social-distancing measures in place
and support for vulnerable customers
through reserved shopping hours.

Range adjustment and protecting
availability: In response to customer
demand, we increased volumes on
grocery, cooking ingredients and
household cleaning products. To enable
suppiliers to focus on high-demand
products, we initialty rested somelines
and, where necessary, termporarily
introduced branded goods in areas
such as pasta and rice, while terporarily
placing purchasing restrictions on a small
number of itemns. Following a difficult
initial period, and utilising our strong
supplier relationships, food availability
improved very strongly.




Rapid introduction of new online
solutions to help serve isolated
customers: To provide customers with
essential groceries, we introduced a
temporary partrnership with a delivery

app provider, initially at 120 BP franchise
stores, and in May, we extended the service
to selected town and city centre sites
andircluded a broader product range.
Alongside this, we quickly intreduced online
ME&S Food Boxes, as explained opposite.

Supporting our suppliers: At its core,
protecting the magic is about protecting
the gquatity and provenance of our food
through the strength of our supplier
partnerships. Our 10,000 British M&S
Select Farmers have been put under
immense pressure following the collapse
of hospitatity sales, labour shortages

and increased absence. M&S stood by its
longstanding cornmitments to British
sourcing and paying a fair price for milk,
and introduced new initiatives and
promotions on products like steak to help
ME&S Select Farmers manage excess stock.
In addition, we extended our funding
platform for smaller Food suppliers to
access immediate payments from our
banking partners to support cash flow.

NEVER THE SAME AGAIN PRIORITIES

The impact of Covid-19 has affirmed our
strategy to create an even better value,
differentiated Food business and grow
the volume opportunity by enabling meore
customers to shop our full range. While
the shape of trading has been affected

by the change in customer shopping
patterns during Covid-19, we maintain

our belief that we have an opportunity to
double the size of the M&S Food business
in the medium term. To achieve this we witl:

— Develop awinning online Food business
through the successful delivery of the
Ocado switchaver which is critical to
bring M&S Food inte home and online
delivery. The value of the investment we
have made has been further reinforced

Backing our
10,000 M&S Farmers

Above We ran a six-week TV, digital and
in-store camgpaign to encourage support for
British Farmers in the midst ot the Covid-19
crisis to put a spotlight on the incredible
food cur nation’s Farmers produce.,

We're Al In
This Tegether

by the strong growth reported by Ccado
Retail since lockdown, with growth for
the most recent 9 week period of 40.4%
reported at its AGM on & May.

~ Continue working with Ccado Retail
to ensure a compelling offer at the
switchover on I September through:

- Adding over 6,000 M&5 lines to Ocado
from September compared with
€.4,000 Waitrose lines. In all cases, we
believe M&S product, quality, date life
and price will be equivalent or better
than the current offer.

Finalising product data sets for online
trading, supply chain processes for
direct to Customer Fulfilment Centre
deliveries and switchover procedures
for September.

Delivering synergies for M&S starting
this year and building to not less than
£70min 36 months from inception

of supply.

Challenge

Supporting isolated customers who
cannot shop in store.

MBS response

inunder two weeks we launched

our first online Food Box, and by

May offered a range of eight,
spanning cupboard essentials
through to fresh meat and vegetable
options and convenient ready-meals
and Made-Without versions. The first
boxes were targeted to customers
over 70 identified by our Sparks
loyalty programme. We used
capacity within our Clothing & Home
distribution network to help us
increase volumes and dispatched
over 2,500 boxes per day.

Number of Faod Boxas

dispatched per day

2,500

+ Agreeing through Ocado new
supply agreements with major
branded suppliers to improve M&S
competitiveness in branded sourcing.

- Wewill accelerate our end-to-end
supply chain transformation by
resolving cur Gist relationship and
through the roll-out of the Vangarde
programme. This will reset our operating
modet to help deliver a positive step
change in our waste and availability
levels, through better forecasting and
allocation, depot process changes, more
timely delivery windows, filt processes
and stock counts. Having begun at
our York Vangarde store, we rolled out
the principles to 80 stores and the
programme will be delivered nationwide,
enhanced by a new ambient food depot.
We expect this to open ahead of
Christmas 2020 to improve availability
during this peak trading quarter.

STRATEGIC KPIS

Like-for-like sales

Like-for-tike sales perforrmance improved
and strengthened through the year as
we outperformed the market.

+1. 9 23 1809
1 9/0 > w20 9%

Availability

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

93.3%" =

Value for money perception

The proportion of customers who rated us
highly on value for money. We reduced the
price of over 500 lines by 10% this year to
ensure trusted value’.

63% (18/19: 59%)

Guality perception

The proportion of customers who rated

us highly on quality. Cur Food strategy of
‘protect the magic’includes maintaining the
quality our Food products are Famous for.

86% (18/19: 85%)
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STRATEGIC REPORT

CLOTHING & HOME

Financial highlights

£3.2bn*™

UK Ctiothing & Home revenue

£223.9m*"*

Operating profit before adjusting items

PERFORMANCE THIS YEAR

Last year, we set out plans to address

the historical challenges of our Clothing
business and the action required to start
the reversal of its declining performance.
We outlined how we would build a more
confident Clothing business focused on
contemporary, wearable stylish clothes,
underpinned by great quality and value.
To do this, we said we would:

- Restore style and value credentials
and broaden appeal to a family
age customer.

- Reduce the protiferation of range
and options.

Substantially increase high-volume
wardrobe staples in key categories
such as denim and school wear.

- Target one third of sales online by 2022.
- Modernise our end-to-end supply chain.

- Trade more effectively in season—
with a first price, right price mentality.

- Continue to reduce the guantity of
sale merchandise.

In 2019/20, UK Clothing & Home sales
decreased by 8.3%, with like-for-like
revenue down 6.2% including an estimated
2.2% adverse impact from Covid-19in
March. Online revenue remained level.
Operating profit before adjusting

items dectined 37.0%, largely driven by
lower sales and gross margin and also
the impact of the crisis. Following a
challenging start to the year, we made

up for lost time through the second half,
taking decisive action to trade the ranges
through shorter ctearance periods and
imnproving availability, For the B weeks
ended 22 February UK Clothing & Home
like-for-tike revenue increased 0.3%,
driven by stronger trends at M&S.com,
up until the beginning of the crisis.

12 Marks and Spencer Group plc

In Womenswear, we took action to simplify
our ranges; the number of options was
reduced by 1'% and we increased volume
onour top 100 lines resulting in strong
uplifts. We focused on hero categories
and saw what is possible when we back
our best-performing categories with
contemporary fits, clear price architecture,
supportive marketing aimed at our family
customers and relevant innovation. In
Denim, we increased our market-leading
position and have seen a sales uplift of
10% across two years. We also launched
GCoodmove - a great-value, stylish
activewear range developed on M&S's
strengthin performance fabrics and
sports bra innovation - designed to
broaden appeal and capitalise on the
fast-growing athleisure category. Early
sales were strong resulting in an improved
16% growth in this category in the first
three months,

Lingerie held its leading market share at
27%, including our highest ever Bra market
share, with a strong performance from
Coliection, and an increased rate of sale

as option count marginally reduced. In
Kidswear, under a new leadership team,

the shift away from ‘Sunday best' to more
casual ranges at better value resulted in
like-for-like sales growth in the second half

Teething issues held us back in Menswear
as we transition to a more contemporary
style, but we do not expect these issues
to be repeated. Hero categories started
to see improving trends after Christmas,
and knitwear like-for-like sales grew by
5.6%, following a strong marketing effort,
in contrast to further declines in formal
clothing experienced alongside the
broader market.

As set out on page 17, M&S.com
performance was level, with our
percentage of UK Clothing & Home
sales online at 22%. Issues in Clothing &
Home availability and conversion as
more custemers chose to shop on
mobile impacted the first half of the
year. Perforrmance improved somewhat
inthe second half as initial steps

were taken toimprove the customer
proposition and Search Engine
Optimisation (SEQ) prior to the adverse
trading impact of Covid-19. M&S.com is
to be re-organised under new leadership
as part of the post-Covid programme.

Supported by the new mezzanine,

our distribution centre Castle Donington
had a strong Christmas performance ~
including its biggest day on record -
sending 417,000 customer parcels.
Within our stores logistics network we

continued to make changes — announcing
the closure of the final two regional
distribution centres. This move wilt help
improve flow of product through the
supply chain and therefore availability
nationwide for customers shopping in
store. We know our performance remains
held back by limitations in supply chain
capability and our current processes still
add cost and complexity. Led by Paul
Babbs, our new Head of Clothing & Home
Supply Chain, we will act at pace to
improve the planning, flow, visibility

and complexity of deliveries.

ACTIONS IN RESPONSE TO COVID-19

Following the tockdown announcement
on 22 March, our Clothing & Home store
cperations were packed down within

24 hours. This, combined with subdued
customer demand, resulted in store sales
being reduced to a trickle. Although online
Clothing & Home traded throughout,
demand in initial weeks for clothing was
very low with a gradual uplift afterwards.

The following actions were implemented to
mitigate risk and support our operations.

Supporting online distribution at
Castle Donington: We acted quickly to
implement hygiene measures and support
for colleagues at our ontine distribution
centre. The high levels of automation at
the site have been beneficial for the
implementation of social distancing

so that we can help keep our fantastic
distribution centre colleagues well and
maintain service and redivert capacity
to support Food operations.

Decisive action on stock management,
supporting tong-term suppliers: We took
fast action to manage stock and costs

to secure the business for the future.

We cancelled all late surmmer stock
production from 24 March. Around
£400m of remaining stock and forward
orders is year-round ‘essentials’ proguct,
and this will be carried ferward into future
seasons. Of the unsold seasonal stock,
we made arrangements to hibernate a
proportion until Spring 2021 and secured
storage facilities. We adjusted supplier
payment terms toimprove our working
capital position, However, with the

impact of Covid-19 felt acutely across

the garment industry, we put in place I
measures to support our long-term

suppliers, who remain as important to our

business as ever and we will continue to

work in partnership with them threugh the

crisis. We paid for all shipped products and

offered pre-payment for the vast majority




Al In Thic ,
Together T-shirty

Below M&S Ambassador Holly Willoughby
launched our ‘Al In This Together T-shirt’in aid
of NHS Charities Together and it sold out on
the day of launch.

of arders and committed fabric -

the most expensive cost for a supplier.
We continued to offer vendor finance
and letters of credit enabling suppliers
to get immediate access to cash, We
continue to work with the Ethical Trading
Initiative, the International Labour
Crganization and remain committed

toc our community projects.

Following a trial, we rolled cut a store
pick model to 83 stores to service M&S,
com protecting online availability on
core preducts such as babywear and
clearing stock.

Adapting the M&S.com journey to reflect
customer behaviours: We were agile to
customers needs and updated the site
architecture to make it easier to shop
popular categories such as leisurewear
and kidswear. As set out on page 17,

we optimised site perfarmance and set up
a dedicated SEO working party to improve
search rarnkings. To drive longer-term
customer loyalty and engagement during
the lockdown phase, we highlighted the
benefits of the M&S app resulting in three
times as many weekly downloads of the
app by new customers.

Adapting our customer propositions:
We introduced contactless delivery as
standard and made changes to customer
service to reflect lockdown, including
extending our returns policy te 90 days
and lengthening the coltection widow for
Click & Collect orders. We kept customers
updated on service changes through a
dedicated Covid-19 page on M&S.com.

Readjustment of our Logistics network:
Following the suspension of store
deliveries, around 3,000 logistics network
colleagues were furloughed. We worked
with our third-party logistics providers
and cffered wage support while they
waited for support from the government's
Coronavirus Job Retention Scheme.

The number of furtoughed colleagues was
reviewed weekly as we progressed into the
new financial year tc ensure cost-saving
was balanced with the need to support
online trading and food operations.

STRATEGICKPIS

Like-for-tike sales

Like-for-tike sales for 2019/20 were adversely
impacted by availability in H1. However,
before the impact of Covid-19, the eight
weeks ended 22 February showed
encouraging signs of improvernent with
like-for-like sales increasing 0.3%.

'6.2% 6% _Jeng

-6.7% 19/20

Vatue for money perception

The proporticnof customers whorated us
highly on value for money. We are accelerating
our move towards trusted value for customers,

67% (18/19: 65%)

NEVER THE SAME AGAIN PRIORITIES

The crisis has rapidly altered customer
behaviour for the future, with sharp
growthin online channels. This wilt likely
continue at least in the coming months
ahead, and to respond and adapt:

= We will broaden relevance and
increase online growth by introducing
cormplementary guest brands to
M&S.com and large store formats.
Additionally, we have agreed with Ocado
Retail that around B850 core Clothing &
Home products - such as school wear
and underwear - will be available on
the site from September and around
1,600 core Clothing & Home lines per
year will be available on the site,

- The move to more trusted value will
be accelerated with an opportunity
to further reshape our buy and
permanently reduce Autumn/Winter
store option counts by 20%. Supplier
concentration activity will be brought

We're Al In This
Together

Style perception

The proportion of customers who rated
us highly on style. We are reengineering
our Clothing & Home business towards
more contemporary fit and style as well
as improvement to our core ranges.

63% {18/19: 58%)

Clothing & Home space

We ¢continue to make good progress in
reshaping our store estate for customers,

- 0
2.3 A) 1819 llO.?m sqft
1820 Jwamsqfe

-
@
2
w
x
o
(]
w
-
<
x
-
»

forward ensuring more strategic
commercial partnerships. The reduction
in forward order volumes has forced

the need to change ranges and buy
more of tess from fewer core suppliers.

= The role of the sourcing offices will
be increased so that sampling, ordering
and quality issues are dealt with
offshore and we will bring forward the
implementation of a fast ‘near sourcing’
supply chain to enable a test and
re-order approach to seasonat
fashion lines.

- The strengthening of our leadership
tearn with the arrival of Richard Price
(Clothing MD), Stephen Langford
(Head of Online}and Paut Babbs
(Head of Supply Chain) wilt help us
fulfil our priorities at pace. Through
delivering these actions we believe we
will emerge from the crisis with a much
more focused and relevant range
offering substantiaily better value.

Challenge

Customers and colleagues asked
MBS if there was a way we could
create a product range so they
could do their bit and show support
for the NHS.

M4&S response

The team moved quickly to produce
afantastic range of T-shirts for the
whaole Family with all profits going to
NHS Charities Together. Our
designers came up with the
distinctive design in 24 hours - and
we repurposed stock and sentit to
the printers and launched on the
web within a week. Holly Willoughby
(see above) launched the campaign
and the T-shirts sold at a rate of one
per second, Further batches sold
quickly supported by M&S Food
Ambassador Amanda Holden, who
used the artwork as the cover of her
charity single.
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STRATEGIC REPORT

INTERNATIONAL
& SERVICES

Hightlights

£110./m™*

Operating profit before adjusting items

85

Net promoter score’

Our International business recorded anet
promoter score for the first time in line with
the wider business and witl continue to
measure future progress against this.

44 (18/19: 39}

International websites

Above A range of Covid-19 measures
across our international store estate
were introduced to follow local
government guidance and keep our
colleagues and customers well,

). Net promoter score{NPS)equats percentage of
‘promoters Minus the percentage of ‘detractors.

14 Marks and Spencer Group plc

PERFORMANCE THIS YEAR

Last year, we said that the actions we

had taken in closing loss-making stores
and changing the business model to
focus on working with partners in setect
markets with the potential for growth
had resulted in us making headwayin our
transformation. However, we were clear
we had further to go to improve our local
relevance and competitiveness. We said
we would do this through:

- Expanding in strategic, scale markets.

- Modernising our store estateina
low-cost way Lo improve our
customer experience.

~ Strengthening market right pricing and
further localising ranges to become
more competitive and grow volume.

- Continue the roll-out of our
international online channels.

Over the past year, the Intermationat
business has faced significant headwinds
inctuding stock efficiency management
by franchise partners resulting in reduced
shipments, pelitical unrest in Hong Kong
and France, and — most significantly -
Covid-19. This disruption, combined

with weak performance in Ireland, resulted
inrevenues for the year declining at
constant currency by 2.5%. Trading
conditions deteriorated significantly in
March with a number of markets or stores
unable to trade due to the virus, resulting
in operating profit {(before adjusting items}
declining 15.2% to £10,7m,

In line with our priorities, throughout the
year we drove local relevance through
rnarket right pricing in select markets,
with average selling prices dropped by
-12%, boosting sales by +2% and volumes
by +15%. Alongside this, we continued to
drive greater localisation of our products
to meet the needs of our customers in
key markets, such as in India where 25%
of Womenswear and Menswear is now
specifically designed for tHe market.

We expanded and modernised our store
estate to 481 stores, opening 47,18 in
owned and 29in franchise markets,

as well as modernising 24 and closing 10.

Ourinternational e-commerce channels
are divided into direct shipments from the
UK, sales on third-party marketplaces and
sales fulfilled by franchise partners on
their own websites. This year, in line with
our strategy, we launched an additional

five transactional websites, including

our flagship website in India - our key
owned market — and now sell online

to customersin 44 different countries.
Our e-commerce sales channels
performed strongly with online retail
sales growing +26% on last year to E103m,
and we saw further growth in online sales
following store closures in markets as a
result of Covid-19.

ACTIONS IN RESPONSE TO COVID-19

The impact of Covid-19 has mirrored the
spread of the virus from China and South
East Asia, where we have a presence in
Hong Kong, Singapore and Malaysia,

to the Middle East, impacting operations
in the UAE, Saudi Arabia and Dubaiand
then Europe. By the end of the financial
year, it had resulted in 382 stores closures,
almost 80% of the estate.

We took a nurmber of actions to support
our International coleagues, partners
and customers:

Supported our partners: Established
partner and operational support teanrs
with daily crisis calls and identified
alternative ways to deliver our products
to custormers while meeting local
government guidance, including the
launch of a Deliveroo partnership

in France,

Reinforced our online sales channels
for customers: Optimised our existing
e-commerce saleschannelsin key
markets like in Czech Republic where we
supported the acceleration of customers
shopping online through promoting both
our own flagship website, and the leading
local e-supermarket, for customers to
continue purchasing M&S products.

Responded to increased product
demand: Warked with suppliers and
partners to maintain supply of fresh food
products in our Asian markets through
sourcing alternative detivery routes

to market.

Boosted operational support for
partners: Delivered international buying
fairs for partners, which are usually
attended by over 100 people in the UK,
online for the first time so partners were
able to continue reviewing and selecting
products to sellin their markets for the
year ahead despite restrictions on travel.



Provided colleague training and support:
Ran online training for colleagues affected
by locally enfarced lockdowns in visual -
merchandising and store management
vourses to upskill with high engagement
and participation rates.

NEVER THE SAME ACAIN PRIORITIES

The double-digit growth in International
online sales achieved since Covid-19
signals that we have potential to achieve
a step change in this area, as well as
continuing to improve and develop

the localisation of M&S internationally.
Cur priorities will be:

- Turbocharge our international
e-commerce proposition as the
crisis drives more customers to shop
online, which we have begun with
improvements in our online service
for customers through Covid-19,
and attain faster growth ratesin
these channels, which operate
attractive contribution margins.

- Adapt to changing customer
behaviours, with social-distancing
measures encouraging less contact,
by prioritising efficient store
modernisations, such as our One Raffles
Place store in Singapore. In this store
we have digitally enhanced operations
which now include features such as
Mobile Pay Go for a contact-free
shopping experience for custormers.

- Reduce costs and improve support for
further growth in 2020/21 by prioritising
investment in the Hemel Hempstead
export centre to avoid inventory
being double handled through the
UK network and deliver a more
accurate and efficient service for
our international partners.

SERVICES

We continued to provide our customers
with a range of services through our wider
family of businesses, including financial
services through MBS Bank (managed

by HSBC)and fully renewable electricity
via M&S Energy {in partnership with
Octopus). M&S Bank & Services income
before adjusting items was down £10.2m
to £16.8m. This was predominantty

the result of an increase in bad debt
provisioning due to a higher risk of
customer default. M&S Bank income after
adjusting items decreased £1.9mto £4.2m.

Above We modernised 24 additional
stores across our international estate
this year. including One Raffles Placein
Singapore, which features a range of
digital services for customers.

Following the onset of Covid-19

our Services businesses also continued
to support customers through measures
such as introducing priority access for
NHS and emergency services on our
telephone lines, or offering guidance

on fraud protection during this time.

Left We are looking to expand our
international online channels as more of
our international customers choose to
shop for the best of M&S online through
our Hagship sites, such as in Greece.
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STRATEGICKPIS

STRATEGIC REPORT

CHANNELS

STORES & PROPERTY

Faotfall (average per week)

‘18 Om(18/19: 18.6m)

Transactions (average per week)

11 gmusngz 11.4m)

Net promoter score'
73 (18/19: 68)

1. Netpromoter score (NPS)equals percentage of
‘promnoters’ nninus the percentage of ‘'detractors’.

We're Al In This
Tegelher

Keeping all our customers
and colleagues well

We moved quickly to help keep our
colleagues well as they worked and to
help our customers get the things they
needed and feel confident shopping
by introducing strici hygiene protecots
and investing in social distancing, Our list
of measures was extensive, including
comprehensive hygiene routines for
items such as trolleys and baskets,
putting in new egquipment suchas
perspex screens at till points, and using
signage to encourage contactless
payment where possible.

16 Marks and Spencer Group plc

PERFORMANCE THIS YEAR

Last year, we said we had made progress
in reshaping our store estate fo reflect
rapidly changing customer habits and
address years of underinvestment,

But we had further to go and would
continue to focus our attention on:

- Accelerating the pace of our store
estate reshape.

- Expanding our reshape programme
tainclude redeveloping sites to
make the most of our existing space.

- Beginning to look at our new
store formats.

Cood progress was made on the store
reshape programme, with 54 of our legacy
shared stores closed to date out of 110.
Spend on UK store space was down as

13 fewer owned Food stores opened
compared with the prior year,

Our transformation requires well-located
stores reflecting how custemers want to
shop today. An example of this would

be the move of our Rochdale store to

the new Riverside development, an area
that is family-focused, in a convenient
location with a great mix of leisure and
retail facilities plus car parking.

We empowered store colleagues and
increased efficiency through industry-
leading technology. In partnership

with Microsoft, we rolled out our Teams
platform to deliver more seamiess
communication between stores and
support centres. The move has given store
managers greater access to data torun
insight-driven stores and bring the voice
of the stores back into the heart of M&S.

As outlined on page 10, we saw
encouraging early sales results
from the five renewal ‘test and learn’
Food stores opened in the year.

Our Property Development team began
proactively researching ways to unlock
and maximise value out of our property
portfolio through active management
of the estate and using space effectively.

ACTIONS IN RESPONSE TO COVID-19

- Quickly responded to government
guidance, closing all Clothing only
outlets, packing dewn our Clothing &
Home sections in 24 hours and
suspending M&S Bank Bureaux,
cafés and other in-store services in
our large stores.

- Introduced a range of social-distancing
and hygiene measures in stores to
help keep our customers and
colleagues well, including regular
handwashing breaks, perspex screens
at checkouts, additionat cleaning of
trolleys and baskets.

- Introduced dedicated shapping hours
for elderly and more vulnerable
customers, as well as NHS, emergency
services, and health and social
care workers,

- Began engaging landlords with the
aim of introducing fexibility on
property costs to help us manage
our overall cost base.

- Deferred closure of two stores to
later in the year to support cormmunities
and contirue to provide our
customers access to our full range
of Food products.

- Reduced facilities and equipment
activity to mirror an anticipated decline
N Upcoming new store activity —
including perrmanently removing
substantial costs from storage and
maintenance of our equipment,

NEVER THE SAME AGAIN PRIORITIES

Addressing our ageing store estate to
meet the rapidly changing customer
behaviours remains animportant part
of cur transformation pregramme and
to accelerate this we will:

= Progress the emphasis of our store
reshape programme towards the
relocation of ageing stores as the
downturn creates opportunities for
new sites.

~ Maintain our dialogue with landlords on
commercial terms on lease contracks,

- Prioritise capital expenditure to focus
on essential and short payback
investments focused on growth as we
move towards extension of the food
renewal formats and redevelopment
propaosals for afew of the older, larger
city centre stores,

- Fast-forward the expansion and
integration of technology into our
store environments to suppertour
colleagues in stores.




STRATEGIC KPIS

M&S.COM AND DIGITAL 8 DATA

Percentage of UK Clothing & Home
sales online

22.5% +1.8%

Teaffic (visits per week)

9.5m+8.0%

Net promoter score'

57 (18/19: 54)

We're Al In This
Toyetheor

Challenge: With many customers unable
to shop in a store while self-isolating,
MA&S wanted to provide a way to help
volunteers shop on behalf of the most
vutnerable customers in their
community.

Response: We created the M35 ‘We're
AllIn This Together E-Gift Cards so
customers - or their family or friends -
can purchase online and emait the
barcode to volunteer shoppers to use
as paymentin our stores -removing the
need to exchange cash or payment
transfers, This was a simple way for
volunteers to pay without cashor a
payment card and we received over
1,00C orders for the E-Gift Cards within
thefirst two weeks of launch.

PERFORMANCE THIS YEAR

ACTIONS IN RESPONSE TO COVID-19

Last year, we said improvernents had been
made to M&S.com to bring us back to level
but were clear there was more work to

do to become a Digital First business.

We outlined the required changes to
enhance the operational performance of
our digital channels and address the slow
progress towards creating a Digital First
culture. These included:

— Improving search functions and
enhancing the end-to-end journey
to get the custorner to the product
they want faster.

- Creating a joined-up operation between
M&S.com and stores by adding more
collection points and improving
fulfitment times on Click & Collect
and giving colleagues onthe shop
floor the technology they need
(e.g. ordering product and checking
stock for customers on the shop floor
using tablets).

- Engaging customers with a more
personalised experience across digital
products and marketing
communications.

- Fast-forwarding progress to become a
data-driven digitatly enabted workforce
and leverage our external partnerships
to help get us there.

Ontline revenue growth for the year

was level and was showing improvements
in the second half before Covid-19
significantly impacted performance in
Q4, particularly across Clothing & Home.
Digital is being re-organised under a
single transformation team, bringing
together data, online and technology

as part of the post-Covid programme.

Operationally, we improved aspects of
the online customer experience, such as
extending order cut-off time to 1pm for
Click & Collect and midnight for next day
delivery. Our online distribution centre
at Castle Donington delivered our best
performance over Christmas with peak
week despatch up 18% overall, including
the biggest ever despatch day, with no
operational issues.

However, we have yet to harness the
growth a digitally enabled organisation
can create. To rectify this, we established a
central Digital & Data function to provide
support across the business, ensuring a
seamiess customer experience and
improving persanalisation, embedding
digital across our stores and shopping
missions, revamping our loyalty
proposition and ensuring we are at the
forefront of the latest innovation and
trends. We also continued to work with
our external partners, such as Microsoft
and Founders Factory, to act as a catalkyst
for change and drive our aim to become a
Digital First business forward.

= Prioritised the wellbeing of our
colleagues and quickly revised our
M&S.com operations and supporting
services, such as our distribution
centres, to follow government
social-distancing and hygiene
guidelines (see further detailin
Clothing & Home section on page 12).

Adapted M&S.com journey to

reflect rapidly changing customer
behaviours, including trading our site
with refreshed architecture focused
on the required goods most searched
for by custorners such as kidswear,
bedding, towels, loungewear.
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Temporarily suspended event-focused
elements of our Food to Order to enable
greater operational focus on customer
fulfilment and new initiatives such as
the launch of contactless delivery
across Clothing, Home, Food and

flower orders.

- Adjusted delivery timeframes as
needed for the extra measures in
place to keep all colleagues and
customers well.

- Expanded our Mobile Pay Go payment
facility to a further 100 stores to
further help minimise contact during
payment process.

NEVER THE SAME AGAIN PRIORITIES

As a result of the crisis, we must take
the opportunity to accelerate the
construction of M&S.com into a winning
online proposition, as Covid-19 forces
more customers than ever to permanently
shift shepping preferences to online.
The crisis resulted in M&S.com trading
for a period as our only significant
Clothing business and showed us the
need to be leaner, Faster and more
integrated to compete with pure-play
online competitors.

Qur new post-Covid ambition for the
Group will therefore be to drive at least
one third of sales online and our priorities
will be to:

- Reorganise M&S.com under new
leadership to drive improvements.

- Fracture the old 'stores first’ mindset
and treat M&S.com as our biggest and
best store.

-~ Roll out well-known brands across our
M&S.com and large store platforms
as a startin broadening our appeal.

- Unlock the potential of our colleagues
by accelerating our Digital First
behaviour changes across the business.
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PEOPLE & CULTURE

A year ago we set out our culture

that we want to create as part of the
transformation, drawing on the values of
the past in a fnodern way to establish a
renewed and reinvigorated workplace. We
were clear that we want to make M&Sthe
most engaging, involving place to work in
UK retait, with a fast-moving, empowered
arganisation and flat organisational
structure, Qur plan was based on:

- Transforming our organisational design
to a family of accountable businesses
to drive cwnership, pace and
commerciality.

- Creating empowered, responsive and
commercial leaders who are close to
the frontline.

Putting the voice of the stores back at
the centre of the business.

— Creating a culture of plain speaking.

- Moving away from hierarchy to an
organisation that welcomes argument
and challenge and respects all
colleagues equally.

TRANSFORMATION PROGRESS

Transforming our organisational design

In the past year, we have halved the
number of our central officesin

London and Manchester and moved to
segmental reporting for each business
unit in line with our model of accountable
business units supported by a smalter
corporate centre.

Creating a team of empowered,
responsive and commercial leaders

We have continued to attract world-class
talent and have built a strong team over
the past year. Katie Bickerstaffe jcined

the executive team as Chief Strategy and
Transformation Director, Ecin Tonge will
start as Chief Financial Officer in June and
Richard Price will be taking up his role as
Clothing & Home Managing Director.

We have also welcomed new leaders intc
key positions. Will Smith joined as Property
Director in May frorm Asda, Helen Milford
joins as Store Operations Director from
JSainsbury on1June, Paul Babbs is soon
to arrive as Head of Clothing &Home
Supply Chain from Adidas, Stephen
Langford arrived from George at Asda to
be Head of Clothing & Horne Online in May
and Craig Lovelace joins the Food tearn as
Finance Director frorm N 8rown. These new
leaders make up <.40% of the leadership
team - providing diverse experience and a

18 Marks and Spencer Group plc

Aboave Qur colleagues’commitment to our custormers, comrmunities and each other in the crisis has

heenphenomenal.

rmix of fresh eyes and talent we have
promoted from within M&S.

We have made initial progress in

building a wider leader s|iip Leain, imoving
from a“senior leadership group’to a
‘transformation leadership team’, but we
have more to do to devolve accountability
and create a sense of shared mission.

Putting the store voice at the heart
of the business

Trading areas of the business have begun
to work more closely with the stores. There
are now weekly buyers and sellers calls
where store and the commercial teams
review the prior week’s trading and
develop action plans, and a weekly store
feedback ¢all on how plans are landing.

Business-wide programmes now begin
in stores rather than being developed
centrally. The Vangarde supply chain
efficiency prograrme is named after
the York store where it was developed
before being rolled out by operators
themselves in atest and learn approach.

The rolt-out of the Microscft Tearns
communication platform has been
transformational in connecting
colteagues, to each other and to the
centre. Teams has launched across all

UK stores and 800 digital champions have
been trained to support colleagues with
the transition. Teams is avaitable for alt
colleagues on their personal devices

and 43,000 are now using Teams to

stay connected. We are also rolling cut
functionality so colleagues can use Teams

to manage shifts as well as viewing and
logging the completion of tasks.

Aninvolving, engaging culture where
everyone can geton

This year, we launched new clear
behaviours, after extensive collaboration
with colleagues, They are 'talk straight’,
‘own it and get it done’, make every

penny count’ and ‘allin for the customer’.
Talk straight really resonated, reflecting
the need to encourage plain speaking,
and the business tone of voice has started
to become more direct.

Qur colleague representative body BIG
{Business Involvement Group) attends
the PLC Board and Operating Cormmitiee
regularly, providing a link between the
business and frontline. However, despite
its strengths, the organisation and culture
of BIC has been overly formal. Over the
past six months, 8/C has begun to
transform soit can better engage and
involve colleagues and partner the
business onits transformation.

To better track sentiment, we have moved
from an annual colleague survey to a
monthly digital pulse. The results are
shared with colleagues and give a regular
read on morale, Qwnership has moved
from HR to leaders and an easy-to-use
online action planning tool has been
introduced to help managers respond

to results and embed tracking of action
plans into performance management.
Every quarter, thereis a ‘deep dive’ to look
at cross-business unit patterns, and after
the first full quarter of resultsin Q4,



engagement levels were at 81% and
colleague Net Promoter Score (NPS)
was at 12 - providing a baseline forthe
next quarter.

Devetoping our people has moved on

this year. The Food business introduced
Academies to develop core technical skills
and courses to support behavioural and
leadership skills such as resilience and
emotional intelligence. However, progress
has been too patchy and more needs

to be done to standardise and improve
our approach.

We have continued with the Marks & Start
programme, which has supported 20,000
peopte on their journey to work_ It benefits
us in many ways, including the diversity

of our workforce with 25% of participants
having a disability and 20% from the BAME
community. This year saw our biggest ever
level of PRIDE support, and we became
the first UK retailer to introduce sunflower
lanyards into alt stores, which helps
‘customers and colleagues with hidden
disabilities. We retained our recognition

as a Times Top 50 Employer for Women
for our promotion of gender equality.
However, we need to domore on our
approach to diversity and inclusion and
this is an area of focus.

Data-driven decision-making

Becoming a data and digitally enabted
business is at the core of our
transformation and is covered on page 17.
Tablets have now beenrotled cut to every
store management team so they can
access the information they need ta

run their stores — including store-level

ACTIONS IN RESPONSE TO COVID-19

- Our colleagues’ commitment to our
customers, communities and each other
in the crisis has been phenomenat.
There has been a positive acceleration
in our culture change and we have
captured the lessons to ensure that
old habits aren't reverted to.

= The business has taken care to support
all colleagues. Every colleague who has
needed to self-isolate, including those
required to shield themselves for
12 weeks, has been able todo scon
full pay. Store colleagues remaining at
work supporting the business have been
rewarded with 15% bonus pay for the
duration of the tockdown period.

- Colleagues have shown great flexibility
and teamwork with 4,500 colleagues
moving overnight from hospitality and
C8H operations to our Foodhalls, and
25,000 store colleagues voluntarily
being furloughed in under a week.
Colleagues have multitasked and taken
on different roles and we witl look to
embed this way of working permanently.

- The focus on costs has driven clarity
of purpose, decision-making and
commerciality, and teams have been
empowered to act and deliver plans
regardless of hierarchy. Office-based
colleagues have worked effectively
from home and the roll-out of Teams
has been accelerated so that most
business units are now at over 90%
usage and colleague events have
been hosted virtually.

- Digitat communication direct to the
frontline has driven highlevels of
engagement and created a dialogue
and momentum that we do not want
tolose.

NEVER THE SAME AGAIN PRIORITIES

= Pricr to results, we announced the
business will be led by a smaller
executive team to drive a faster pace
of action and increased focus on
transformation priorities.
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- Alldecision-making bedies will be
re-set following this shift and the role of
the wider Transformation Leadership
Team will be clarified and redefined.

- The re-set of our colleague
communication witl be embedded to
support our aim of creating the most
engaging, involving and dynamic
ptace towork in UK retail. This will
include designing and developing a
new induction programme, graduate
programme and leadership framework
to attract, develop and retain
top talent.

- Robust performance management and
rewards frameworks will be launched to
drive accountability, commerciality and
pace. Underpinning this, a hew People IT
system is being developed to remove
unnecessary process and move to a
more self-service model for managers
and colleagues.

profit and loss accounts.
COLLEAGUE REPRESENTATION MEASUREMENTS
Total employees! SENIOR MANAGERS FROM . GENDPER PAY GAP
® Female ETHNIC MINORITIES
53,219 12 90/ (18/19: 12.5%)
 Male 80/ (18/19: 5%) . (}]
22286 0 Our Gender Pay Gap, the percentage

Total senior managers'

® Femate
52 (41%)

& Male
74 {59%)

Total Board'?

® Female
3(37.5%)

& Male
5 (62.5%)

1. Asat28March 2020,

We remain firmly committed to our target of
havirg 50% women and 15% BAME colleague
representation in our senior management team
by 2022, and we continued to expand and
support our range of colleague diversity
networks across the business this year,

ENGAGEMENT

dif ference between average hourly earnings
for men versus women, increased this year
but remained lower than the UK average.

COLLEAGUE NET PROMOTER SCORE

81% (18/19: 81%)

The proportion of our colleagues who feel
proud to work at M&S and enjoy what they do.

2. Fordetails onchanges to Board gender diversity since year end see page 46.

12

The first Full quarter results of our new
monthly digital colleague pulse, following
the move away from an annual colleague
survey to better track colleague sentiment
throughout the year. We will continue to
report against these revised measurements
in future.
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SECTION172(1) STATEMENT

EFNCAGCEMENT &
DECISION-MAKINC

STAKEHOLDER PRIORITIES

S$172(1) REPORTING

The directors are bound by their duties
under the Companies Act 2006 {the
“Act™) and the manner in which these have
been discharged, particularly their duty
topromote the success of the Carmpany
for the benefit of its members as awhole,
forms a core therne of this report.

The following pages comprise our
Section 172 statement, setting out how
the directors have, in performing their
duties over the course of the year, had
regard to the matters set out in Section
1721} {a) to (f) of the Companies Act 2006.
We have integrated cur reporting on how
Qur stakehotders have been considered
in terms of our business model and
governance throughout this report:

© Board activities, see p48and pa9
© PlanA, seep22top2d

€ Ourresponsetothe Covid-19 crisis,
see p50 to p53

© Throughout the Strategic Report on
p2topal

OUR APPROACH

The Board is responsible for leading
stakeholder engagement, ensuring

that we futfil cur obligations to those
impacted by the business. We believe
that considering our stakeholders in key
business decisicns is not anly the right
thing to do, but is fundamental to cur
ability to drive value creation over the
longer term and to make MAS special
again. Now, as we enter a new financial
year in the midst of a global pandemic,
balancing the needs and expectations
of our stakeholders bas never been a
more important or challenging task.
Onthese pages, we have grauped our
stakeholders into sixkey categories

and have provided an overview of their
interests, their concerns and the ways
inwhich the Board acted with regard to
these groups when taking its key strategic
decisions and shaping the transformation
strategy throughout the year. These have
been provided within the context of our
nine strategic pillars to present more
claarly how our stakeholders are integral
todelivering our strategy.

coVID-19 909080

Fhe Covid-19 pandemichas had a
significant impact on all of our
stakeholders since it emerged towards
the end of the financial year. This impact
and how we have responded te

protect cur business and manage the
expectations of our stakeholders

is setoutin full on pages 50 to 53.
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SHAREHOLDERS

CUSTOMERS

Engagement with our institutional and

private shareholdersis an ongoing process,
occurring through arange of channels incltuding
face-to-face meetings at investor days, calls
with the management team, private shareholder
panels, our ACM and through a range of
shareholder specific communications issued

by email. The transformation strategy has been
shaped with M&S's long-term success in mind
and for the benefit of our members as a whole.
Examples of long-term planning include the
growth opportunities presented by Ocado and
the liquidity preservation measures taken asa
result of Covid-19, including suspension of
dividend payments (see page 43 for more detail).

Key priorities: Delivering sustainable, profitable
growth over the longer term.

COLLEAGUES

Ensuring the customer is at the heart of every
decisionis cruciat to the Board's strategy.

This year, we have focused on our customers
by offering trusted value and a wider range

in Food, moving to a first price, right price
approach with improved availability in Clothing
& Home, reshaping our store estate and
improving ouf website to serve customers
however they want to shop. We engage directly
with custormers through social media and have
implemented arange of measures to protect
their safety and promote social distancing to
minimise the risk of Covid-19 spread.

Key priorities: Creat quality and value
products; having good availability across
product lines in the right sizes; a store estate
and online offer that are easy to shop.

COMMUNITIES

Qur colleagues are the heart and saul of

the business and central to its success,

so properly incorporating their views into
Board decision-making is essential to aur
transformation, of which culture change is a
key plank. To achieve this, the role of our
Business Involvernent Croup (BIC) network
has been redeveloped with a more regular
presence at Board and Remuneration
Cornmittee meetings. Feedback, suggestions
and concerns from colleagues across the
business are also considered through channels
such as our Monday trading calls, Taik Straight
monthly colleague engagement and the
Suggest to Steve initiative. The Board receives
regular updates on these topics.

Kay priorities: Providing an inclusive and
diverse p{ace to work; amplifying the colleague
voicein company decision-making.

SUPPLIERS

Preserving the links we have established with
the communities we serve is an important
factor inthe Board's discussions and has helped
shape, for exarnple, our approachto reducing
plastic packaging, food waste, charitable
initiatives that our customers can support and,
in particular, the store renewal programme.
While the benefits of new store openings are
clear, we recognise that closures are a sénsitive,
albeit necessary, course of action for a business
increasing the proportion of sales it delivers
ontine. Careful management of this process has
been a significant ares of focus for the Board.
Key priorities: A fair contribution to society

and the economy; a socially responsible
business; a strong presence in the community
through a properly shaped store estate,

PARTNERS

Our long-term supplier partnerships are an
important part of being able toinnovate

and of fer trusted value to customers. in 2019,
we focused on improving our supply chain;

an essential facet of our strategy and one that
can only be driven forwards through continuing,
close engagement with our suppliers, Looking
ahead, the launch of Ccado and our ambition
to grow online to one third of sales presents
significant, mutually beneficial volume growth
opportunities that we will continue to work with
our suppliers to achieve,

Key priorities: Prompt and accurate payment
for goods and services; driving mutually
beneficial volume growth.

Qur digital, franchise and JV partners have
bean animportant feature of Board discussions,
from the participation of senior members

of the Ocado team at Board meetings to
teveraging the expertise of our digital partners
ta rmake better use of technology in our
transformation. Into 2020/21, we have worked
in partnership with the UK government,

banks and other focd retailers to secure

both the continuity of UK food supplies and
the future liguidity of our business,

Key priorities: A corporate partner that
responds to concerns and acknovdedges
jurisdictional and technical expertise.



During the year, as the Board made decisions implementing our strategy, the different interests of our
stakeholder groups, and the impact of key decisions upon them, were considered.

The following page provides an overview of how decisions taken in furtherance of each of our strategic pillars,
primarily prior to the Covid-19 outbreak, were influenced by, and impacted, our six stakeholder groups. While not an exhaustive list,
these exampies give a flavour of how integral our stakeholders are in the Board's decision-making process.

TRANSFORMING
OUR LEADERSHIP

STRATEGIC DECISIONS

RESHAPING THE RANGES
AND CUSTOMER PROFILE IN
CLOTHING & HOME

CREATING A HIGH-QUALITY
STORE ESTATE FIT FOR
THE FUTURE

@@ Newappointments at senior levels
and our work to improve the flow of
incoming talent with expertise inkey
areas such asdesign, digital and data will
enhance our ability to deliver sustainable
growth for investors and colleagues.

@ O Colleagues told us that their fole in
delivering the transformation was often
unclear, so we developed a set of clear,
relatable behaviours, with supporting
training to help themn - the benefits of
which are now being realised,

@ ® ® Ournew Code of Conduct
strengthens the governance processes
that underpin key Group-level policies,
standards and technical procedures

that support and protect our colleagues,
suppliers and partners.:

BUILDING CREATER
ACCOUNTABILITY

@ ® W reset the vision for our future
target Ctothing & Home operating model,
with a new governance madel and
programmes of work providing clarity for
colleagues on where we wanttobe asa
business and how we plan to get there.

&9 @@ Through reshaping our buy and
becoming more digitat and data driven

in doing 5o, we provided colleagues with
tools to improve buying from suppliers,
achieving double-digit reductionsin
options across Clothing & Home.

@ ® Working with suppliers toimplerment
logistical improvements, including

more frequent, better planned deliveries
and moving to a single-tier network,
willimprove product availability

for customers.

PROTECTING THE MACIC
AND MODERNISING THE
RESTIN FOOD

@ @ Akeyarea of Board focus has been
shaping our estate sa that our stare
formats are right for the communities we
serve. The Board ensures our geographic
reachis such that customers across the UK
don't have to travel too far to shop with us.

@@ Theimpact of our stores programime 1
on colleagues and cornmunities is
significant. Where possible, we aim to
redeploy cotleagues to other stores in
the event of a closure, while new stores
provide great employment opportunities
inlocal communities.

@ @ Customer data was crucial to
shaping the Food renewal programme
and the ‘test and learnw store format
trialled to date.
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MODERNISINC OUR FOOD
AND CLOTHINC & HOME
SUPPLY CHAINS

@ ® @ A newframework of delegated
authorities, including P&L accountability,
for each of the family of businesses was
estabtished to remove bureaucracy and
better serve customers, suppliers and
partners at business unit levei.

9 8® @ The Board oversaw support for
suppliers by ensuring compliance with
our ethical and environmental principles
thraugh training, canferences, workshops
and other development apportunities.

® @ @ Engaging with colleagues directly
shaped thereset of the role of BiGand
strengthened the colleague voice at

M&S, with BIG attendance at three Board
meetings and one Rermuneration
Cornmittee meeting during tl;ne year,

BECOMING A DICITAL
FIRST RETAILER

@ @ Improved ourrange and value
proposition for customers through
continued price investment in high-
volume lines and impraving our

product innovation pipeline,

® ®® ® Completion of the acquisition
of 50% of Ocado Retail brought significant
opportunities for growthin volumesand
sales, as well as synergy-linked savings.
Each will benefit our customers, suppliers
and shareholders over the longer term.

@ @ The restructuring of the marketing
team to sit within Food has resulted in a
new farily-focussed programme to
broaden customer appeal, including
sponsorship of Britain's Cot Talent.

f

REBUILDING
PROFITABLE CROWTH
ININTERNATIONAL

@ @ Growing online to one third of
Clothing & Home sales depends onthe
capacity and capability of our network to
deliver, We have invested in our key sites,
upskilled colleagues and stress-tested
our suppty chain, but recognise there is
more to do.

@ @ Ocado will add significant volume
into the supply chain, chaltenging the
business and our suppliers while being
beneficial over the longer term and
improving optionality for customers.

@ @ We continue to ensure that our
global supply chainis robust, with viable
business continuity plans in place,
including no over-reliance on one
suppli‘er or geography.

COST SAVINGS OF AT
LEAST £350M BY 2020/21

@ @ @ !mproving the technology
available to colleagues, such as the
Honeywell devices supplied in stores,
has helped equip colleagues with the
necessary insight to play a greater partin
commercial decision-making. We intend
tocontinue to invest in technolagy and
leverage our new digital partnerships to
drive Further improvements in this area.

©® @ @ Investedin our digitat capabilities,
including speed and functionality
improvements to our app and websites,

to grow online to one third of Clothing &
Horne sales and deliver shareholder vaiue
over the longer term,

@ Completion of the roll-out of market
right pricing and launch of local flagship
websites has improved our value and
availability propositions internationatly.

® @ Board directors and members of the
International leadership team regularty
meet with key internationat partners to
discuss progress and any areas of concern,

® @ Worked closely with our key
international partners and suppliers to
agree appropriate supporting measures
during times of significant economic
difficulty, including the engoing
Covid-19 crisis.

@ Prior to Covid-19, we were on track to
deliver our planned cost savings, a leaner
cost base and better operationat
efficiency in the interests of our investors.

@ ® Simpler store management
structures, tailoring staffing to activity
and investrment in new technologies have
improved colleague productivity and the
customer experience while reducing cost.
@ O @ Achieved efficiencies inthe
e-commerce carrier network, office

and warehouse space closures and

other property savings. While beneficial,
these have a significant impact onour
colleagues and suppliers and need to

be managed sensitively.
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Pian A is 2 multi-year sustainability
transforration ptan that has been
updated several times (2010, 2014 and
2017y toreflect the evolution of our
business and the risks and opportunities
that social and environmental issues
pose for us.

PERFORMANCE THIS YEAR

Our transformation programme aims

to return M&S to sustainable, profitable
growth and to deliver long-term value for
all stakeholders. Our priority has been to
evolve Plan A toreflect our new operating
model and to embed the programme into
the core strategy rather than continuing
to exist in parallel with our operations.
Over the past year we have:

- Begun the transition to a new
Plan A operating model to embed
sustainability intc our business units.

STRATEGIC REPORT

PLAN A

- Cenducted a detailed review of Plan A
considering the views of colleagues,
customers, shareholders, pressure
groups and campaign bodies, and
conducted a benchmarking exercise
against the wider consumer goods
and retail sector.

- Created a simplified framework that:
3 t
- Is aligned to the business strategy;

Has clear deliverables owned and
actioned by each business unit;

Maintains our position as a committed
sustainable retailer; and

Provides a programme to boild
competitive advantage in selected
areas and to engage our customers
on the issues that matter to them.

PLAN AFRAMEWORK

Towards the end of this process, the
business's focus was rightly on managing
the impact of Covid-19 on colleagues,
customers and communities — particulartly
the most vulnerable and healthcare
workers - through the pandemic.
Therefore, confirmation of Group-level
governance and sign-off on targets

will now be completed in 2020/21.
Supplementary information detailing our
performance on a range of environmental
and social issues s included in our 2020
Plan A report available here corporate.
marksandspencer.com/sustainability.

- PEOPLE

Everyonecan betong, and gaton

We want the peopte working in our business and

our supply chains to have a voice, and to progress.
We suppeort the causes our customers care about,

and the communities where we trade.

PRODUCT

We source with care and nothing
we make witl go to waste

We source our products responsibly, working

closely with our suppliers to ensure high standards.

We ensure no food or clothing goes to waste.

PLANET

Our actions today protect the
planet for tomoarrow

We are driving down greenhouse gas emissions.
We reduce, reuse and recycle, We work with the

factories we source from to take good care of the

Areas of focus

- Humanrights and combating modern slavery

- Access to employment

- Colteague health and wellbeing
- Diversity and inclusion

- Accessibility

- Ethical trading standards

Relevant Sustainable
Development Goals

- Improving lives of workers in supply chains

- Community engagement

Areas of focus

- Sustainable raw materials
Reducing food waste

~ Animal welfare

Farming standards

~ Health and nutrition

Areas of focus
— Net zero emissions
- Sustainable manufaciuring

H
Relevant Sustainable
Development Coals

Relevant Sustainable
Development Goals

- Reducing, reusing and recycling packaging

- Zerowaste totandfit

planet’s natural resources, while being open about

the progress we've made.
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ALLINTHIS TOGETHER

ACTIONS IN RESPONSE TO COVID-19:

ALLIN THIS TOGETHER

Last year, we agreed that one of M&S's
core behaviours was to be “allin for the
customer”, working as one M&S team,
giving all of our effort all of the time and
being guided in everythingwedoto §
deliver for the customer. In response to
Covid-19, this didn't feel quite enough to
reflect the huge challenge faced across
the entire M&S family — our colleagues,
custormers and communities, To reflect
this, we brought together ourresponse
under the banner AllIn This Together*
as a way of sharing what we were doing
with our stakehotders and directly across
the whole M&S family.

The simplified structure of our new

Plan A operating model helped us to
deliver a quick and coordinated response
to the crisis. As set out on page 50, the
Operating Committee took ownership for
decision-making and set the direction for
the Company's collective response, and
each business unit was répresented within
the CMT by an operational lead who took
accountabitity for delivery. The central
Plan A team provided the consistent link
to charity partners and recipients of our
support - such as the NHS —and reported
the needs and requirements of each
beneficiary to the operational tearmns.

Quick decision-making, supported by the
extracrdinary efforts and attitudes of

all members of the M&S family, enabled
us to launch new services and initiatives
to support our customers, support our
suppliers, help the most vulnerable in
our cornmunities and do our bit for the
UK's NHS heroes. The graphic above
provides a snapshot of that support.
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NEVER THE SAME ACAIN PRIORITIES

Aswe emerge from the Covid-19 crisis,
there will be many uncertainties, but we
believe customers will be looking even
more to brands they can trust and have
confidence in to offer value through
trading ethically. As a result, we will 1
use the new Plan A framework tobuild a
programme to engage customers and
demonstrate that M&S understands -
and s taking action on - the issues that
matter to them most.

The first priority is to embed the new
framework and set the new targets that
will drive change and a more sustainable
future for M&S.
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PLAN A CONTINUED

PLAN A MEASUREMENTS
Measurement Progress
RAISING MONEY FOR CAUSES THAT Donations raised with our customers £6 6m -33% on 200819
MATTER TO OUR CUSTOMERS" and employees. . {against restated
figure)
VOLUNTEERING HOURS Paid hours of volunteering provided 46 39 8 -2% on 2018/19
by M&S colleagues. >
MARKS & START Number of UK work experience placements 1 86 3 -27% on 2018/19
offered to people from disadvantaged groups 2
in the community.
DONATIONS OF SURPLUS FOOD Equivalent number of meals donated 5 2 +86% on 2018/19
to charities. Pty
million meals
RECYCLABLE PACKAGING % M&S praduct packaging classified as f 1 +7%0n 2018/19 t

easily recyclablein the UK.

77%

WASTE TOLANDFILL % of operational waste frormn UK operated stores, Zero Zeroin 201819
offices and warehouses sent to landfill.

M8&S CREENHOUSE The gross carbon dioxide emissions from 3 3 8 000 -6% on 2018/19

GAS EMISSIONS (CO,e) MBS operated stores, offices, warehouses 3

and delivery fleets worldwide.

tonnes CO,e

* Fundsraisedwith our customers and celteagyesin 2018/19 have been reduced by £1.6m due to one of the fundraising lines being incorrectly counted twite in Last year's calculation,

Figures arereportedin our 2020 Plan Areport.

STREAMLINED ENERGY AND CARBON REPORTING

ENERCY AND TRANSPORT FUEL CONSUMED

GREENHOUSE CGAS (GHG) EMISSIONS

This year Lastyear This year Last year
209,20 201813 2019/20 201819 %
(MWhs) {MWhs) Change (000 tonnes) (000 tonnes) Change
UK operations 827 864 -4%  Direct emissions (scope 1) 173 167 +4%
International operations 19' 19 Level In-direct emissions from '
Group 846 883 -4y  electricity (scope 2) 165 193 -15%
1. 2019720 datafor our International operaticns is estimated. Total QTOSSILDCﬂti?ﬂTﬂI!thOd
The principle measures taken to improve energy efficiency ’c°p?1'2 C‘_HG emissions 338 360 6%
in 2019/20 include new refrigeration shelf-edge technology, GHGC intensity per
conversions to LED lighting and the trialling of new 1,000 sq ft of salesfloor 18 19 -5%
fan technologies. Procured renewable energy 143 202 -29% |
© subsequent reporting on environmental Total market-method scope
and social performance is available here 142 GHG emissions 195 158 +23%
corpdrate.marksandspencer.com/sustainability Procuted carbon offsets 195 158 «23% ’
Total net scope 1+2
CHG emissions 4] 0 -
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GHG emissions are from operationalty controlled activities in accordance with WRY
WBCS0 GHC Reporting Protocols{Revised edition)and 2015 Scope 2 Cuidance using
2019 BEIS conversion factors. The reductionin Gross/ lecation-method figures are due
tothelowering of UK grid electricity carbon intensity. Whilst the higher market-based
figure is due to the electricity at some locations nolanger being ciassified as renewabile.
For futl detaits, please see 2020 Plan AReport,




NON-FINANCIAL
INFORMATION STATEMENT

During the year, a new Code of Conduct was developed and this is effective from
1April 2020. Further details can be found on page 60. The statements below reflect

STRATEGIC REPORT
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STRATECIC

our commitment and management of People, Human Rights and Anti-Bribery and

PEOPLE

We are committed to providing our
colleagues in the UK and overseas with a
safe and healthy working environment
and an organisational cuiture which
promotes diversity, inclusivity, personal
development and mutual respect.

We want people to enjoy coming to
work and for the workplace to be free
from discrimination, harassment and
victimisation. We have a Board Diversity
Policy as set out on page 58.

@ Read more on our commitment to people;

— Pecple Principles corporate.
marksandspencer.com/
people-principles

- Code of Ethics and Behaviours
corporate.marksandspencer.com/
code-of-ethics

-~ Responsible Marketing Principles -
corporate.marksandspencer.com/
responsible-marketing

- Equal Opportunities Policy
corporate.marksandspencer.com/
equal-epportunities

HUMAN RIGHTS

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

up for those values internationally.

Qur commitment to hurman rights is
reinforced in our Human Rights Policy
and Code of Ethics and Behaviours and,
for all suppliers and business partners, in
our Global Sourcing Principles. We are also
a signatory to the principles of the United
Nations Global Compact. We strive to

be a fair partner by paying a fair price to

Anti-Corruptiqn inthelast12 months,l_

suppliers, supporting local communities .

and ensuring good working conditions for
everyone working in our business and
supply chains, We are committed to
building knowledge and awareness on
humanrights for all of our colleagues

and suppliers; encouraging them to speak
up about any concerns without fear of
retribution, the outcomes of which also
enable us to comply with legislation and
meet the expectations of shareholders.

@ Our Modern Slavery Statement is published
here corporate. marksandspencer.com/
modern-slavery-statement

© Read more on our commitment to
human rights:

~ Humnan Rights Policy corporate.

marksandspencer.com/human-rights

- Code of Ethics and Behaviours
corporate.marksandspencer.com/
code-of-ethics

~ M&S Global Sourcing Principles
corporate.marksandspencer.com/
global-sourcing-principles

- Code of Practice on Ethical Trading
corporate.marksandspencer.com/
ethical-trading

— Child Lat?our Procedure
corporate.marksandspencer.com/
child-labour-pracedure

- MB&S grievance procedure for Food
and Clothing & Home supply chains
corporate.marksandspencercom/
grievance-procedure

- Confidential Reporting Procedures
corporate.marksandspencercom/
whistleblowing-policy

ANTI-BRIBERY AND
ANTI-CORRUPTION

M&S is committed to the highest
standards of ethics, honesty and integrity.
Our Anti-Bribery and Anti-Corruption
Policy outlines the expected standards
of conduct that colleagues, contractors,
suppliers, business partners, and any
other third parties who act for or on behalf
of M&S are obiged to follow. The Policy
alsoincludes detailed procedures around
giving and receiving gifts, hospitality and
entertainment; procedures for engaging
new suppliers and partners, specifically
those who are based in higher-risk
jurisdictions, and standard contract
clauses; and clear reporting channels,
including confidential reporting. For
colleagues who work in areas that may
pose a higher risk we provide mandatory
Anti-Bribery and Anti-Corruption
e-learning. The Company will consider
taking disciplinary action against anyone
wha fails to comply with its Anti-Bribery
Policy up to and including dismissal.

The outcomes of this are that any
potential incidents reported internally

or to the confidential whistleblowing
hotline are followed up and full
investigations launched where such
action is deemed appropriate following
preliminary enquiries. All investigations
are subsequently reported to the

Audit Committee.

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

- Anti-Bribery and Anti-Corruption Policy
corporate.marksandspencer.com/
anti-bribery-policy

- Code of Ethics and Behaviours
corporate.marksandspencer.com/
code-of-ethics

~ Confidential Reporting Procedures
carporate.marksandspencer.com/
whistleblowing-policy
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STRATEGIC REPORT

KEY PERFORMANCE
INDICATORS

FINANCIAL
GROUP PROFIT BEFORE TAX (PBT) .
GROUP REVENVE & ADJUSTING ITEMS
-19% -21.2%

r [] L] t L
£10.2bn £403.1m

sN7 106 16/17 JikE

1718 o7 1718 ]s80.9

18/19 o4 18/19 5.7

19/20 Jo.2 19/20 Jao3a

GCroup revenue decreased 1.9%, largely as a result of lower Group profit before tax and adjusting items was £403.1m, down 21.2%

UK Clothing & Home sales. It is estimated that Covid-19 impacted on last year. The decline includes an estimated impact from Covid-19
Group revenue by £83.5m in March 2020 relative to forecast. of £51.9min March.

RETURN ON CAPITAL EMPLOYED (ROCE) o ADJUSTED EARNINGS PER SHARE (EPS) .

9 -29.5%
10.0% 16
0% p

1647 |13.7 16/17 |30.4

7N8 J1a.0 1718 278

1819 Jns 18/19 123.7

19/20 Jioo 19/20 Je.7

The decrease in ROCE largely reflects the decrease in earnings Adjusted basic earnings per share decreased 29.5% to 16.7p largely
before interest, tax and adjusting items. due to lower adjusted profit year on year and theincrease in weighted

average shares outstanding,

{ 1 ¥ [
DIVIDEND PER SHARE ° FREE CASH FLOW (PRE SHAREHOLPDER RETURNS) .
e 5.0
3.9p £225.0m
16/17 187 16017 |s85.4
1718 187 17/18 Javzs
18/19 J1a3 18/19 |sso.8
19/20 J3s 19720 2250
We paid an interim dividend 3.9p on 10 January 2020. The Board has The business generated free cash flow before shareholder returns of
announced the decision not to pay a final dividend for 2019720 and £225.0m, down onlast year, driven by lower adjusted operating

that it does not anticipate paying a dividend for the 2020/21 financial year.  profit, lower depreciation, working capital increase and higher
capital expenditure.

Prior year tornparatives have been restated for the adoption of IFRS 16 Leases.
Refer to note 29 of the financial nents for detajledr
associated commentary.

ttables a

° Alternative performance measures as outlined on page O1.
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STRATEGIC REPORT

FINANCIAL
REVIEW

o
GROUP REVENUE IN GROWTH IN G4, PRIOR TO FULL YEAR FINANCIAL SUMMARY Z
COVID-19 EFFECT IN MARCH =
30March19

Q4 group revenue declined 2.6% at constant currency largely 28 March 20 Restated' Change
reflecting the increasingly adverse impact of Covid-19 onrevenue 33 wetksonded £ Em X
in March relative to forecast. For the 8 weeks ended 22 February Croup revenue 10,1819 10,377.3 -1.9
group revenuelincreased 2.8% with UK Food like-for-like revenue  UKFood ! 6,028.2 4.903.4 21
up 3.7% with strengthening volume growth and UK Clothing & - N
Home like-for-like revenue up 0.3%, driven by stronger trends UK Clot!:ung &Home 3.209] 34998 8.3
at M&S com. International growth in the 8-week period largely International 9446 9741 3.0
reflected the timing of shipments as franchise partners called
summer product earlier than last year. Croup operating profit
% changeat before adjusting items® 590.7 725.6 =18.6
constant currancy FY -] az [-¥] Q4 Jan/Fab UK Food 236.7 2129 n.z
Food 21 08 1.5 15 48 41 UK Clothing &Home 2239 355.2 -37.0
Like-for-like 1.9 04 14 14 4.6 3.7  International - 10.7 130.5 -15.2
Clothing & Home -8.3 78 -B2 -38 -157 -1.7  Other 19.4 27.0 -28.1
Like-for-like -6.2 -55 -59 -8 -138 0.3
Total UK sales -18 -23 -22 -06 -22 2.2  Interest onleases {133.4) (147.2) 54
Like-for-like 11 -18 -4 0l -1.6 2.6 Netfinancial interest {54.2) (66.7) 18.7
International -2.5 28 -44 -8 -64 89 Profitbeforetax8
Total Group -8 19 .25 -07 -26 2.8 Adjustingitems 403.1 sn.z -21.2
Total M&S.com Adjusting items (3359) _ (427.5) 214
(Memo only) 1.2 08 -04 25 13 N1 Profit before tax 67.2 84.2 =-20.2
UK Clothing & Home Profit after tax £27.4m £45.3m -39.5
online(Memoonly} -02 -05 -06 U -13 21 adjusted basic earnings
See glossary for definitions. Prior year revenue has been restated  per share? 16.7p 23.7p -29.5
for the reclassification of localised websites from Clothing & Basic earnings per share? 1.3p 2.5p -48.0
Home to International. Dividend per share? 39p 133p 707

Net debt £4.03bn  £4.0Bbn -1.2

Notes

1. Prior year cormparatives have been restated for the adoption of IFRS 16°Leases’.
Refer tonote 29 of the financisl statements for detailed restatement tables and
associated COMWMentary.

r { 2. Earningyper share and Dividend per sharehave beenyrestated to reflect the benus 1

tactor adjustment resulting from therights issue (refer tonotes 1 and 8 af the
financial statements for Further information).

There are a number of non-GAAP measures and alternative

profit measures "APM”, discussed with this announcement and

a glossary and reconciliation to statutory measures is provided

on page 180, Adjusted results are consistent with how business

performance is measured internally and presented to aid

comparability of performance. Refer to adjusting itermns table

below for further details.
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FINANCIAL REVIEW CONTINUED

COVID-19 IMPACT

Group revenue decreased 1.9%, largely as a result of lower UK
Clothing & Home sales, including an adverse revenueimpact
of ¢.£83.5m in March which we largely attribute te Covid-19.
Croup statutory profit before tax declined 20.2% to £67.2m.
This was largely driven by a decline in Clothing & Home operating
profit as a result of lower sales. Statutory profit before tax
includes an estimated total impact of £264.7m for Covid-19.
This comprises a trading impact of £561.9m in March which we
largely attribute to the pandemic, in addition to £212.8m of
charges in adjusting items which includes the recognition of
additional inventory provisions of £157.0m and the impairment
of stores and goodwill of £49.2en.

As part of its scenario planning to mitigate the effects of
Covid-19 the Croup is planning a significant reduction in costs
and a number of cash management initiatives, which are
detailed on page 05 of this report.
1 '

REPORTING OF ACCOUNTABLE BUSINESSES

During the year, the CGroup completed a comprehensive review
of the way operating costs are allocated between the businesses,
allowing management to review the operating profit of each
business. As a result, the Croup now recognises three operating
segments, being UK Clothing & Home, UK Food and international
(previously UK and International). This altows the financial
information to align to the way the business is managed and
holds leadership appropriately to account. The review has
resulted in a reallocation of £13.3m of central costs from the
previous UK segment to International (£12.6m) and M&S Bank
(£0.7m). In addition, certain M&5S.com flagship websites, which last
year generated £37.5m of revenue and £2.9m of operating profit
pefore adjusting items have been reclassified from UK Clothing &
Home to International.

UK: FOOD
"30March19

28 Mar¢h 20 Restated Changa
52 waeks snded £m Em %
Revenue 6,028.2 5.903.4 21
Operating profit before
adjusting items 236.7 212.9 n2
Operating profit margin 3.9% 36%

UK Food revenue increased 2.1% and operating profit before
adjusting items increased 11.2%, due to lower costs. We estimate
a positive effect on March revenue of £17.7m and operating profit
of £3.7m, largely related to Covid-19.

Like-for-like revenue was up 1.9%. Performance was particularly
strong in quarter four with growth of 3.7% in the two months to
February before increased demand related to Covid-19 in March.
As we executed our strategy to broaden appeal and make M&S
more accessible to more customers by removing promotions and
lowering prices, total full year volumes were up 3.3%. As expected,
the contribution from new space was largely offset by full line
store closures.
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The table below sets out the drivers of the movement in
operating profit margin before adjusting items, which
increased 0.3%;

L3
2018/19 operating profit margin 3.6
Gross margin -0.5
Store staffing 03
Other store costs 03
Distribution and warehcusing -0.2
Central costs 04
2019/20 operating profit margin 39

Gross margin decreased 50bps which was more than expected,
as continued investment in price and inflationary headwinds were
not fully offset by reduced promations and the programme to
lower costs.

'
The reductionin ‘gross margin was more than offset by operating
costs, which reduced overall and as a percent of sales. Store
staffing and other store costs were slightly down as efficiencies
rmore than offset the pay review and cost inflaticn. Distribution
costs increased largely due to cost inflation, impacting margin.
The reduction in central costs was largely driven by lower
depreciation, partly due to a system write off in the prior year.

UK: CLOTHING & HOME

30 March 19
28March 20 Restated Changa
52 wecks ended £m £m x
Revenue 3,2091 3,499.8 -83
Operating profit before
adjusting items 223.9 355.2 -32.0
Operating profit margin 7.0% 10.1%

UK Clothing & Home revenue declined 8.3% and operating profit
betore adjusting items was down 3/.0%. We estimate an adverse
effect on March revenue of £78.1m and operating profit of
£43.8m, largely related to Covid-19.

Like for like revenue declined 6.2%, of which an estimated

2.2% related to the adverse movement in March, largely due to
Covid-19. After a disappointing first half, revenue performance
both in store and online began to improve in the second half,
supported by better availability and growth in key categories in
Womenswear and Kidswear. Menswear experienced some initial
problems as the range moved towards a more contemporary
style and fit.

The table below sets out the drivers of the movement in Clothing
& Home operating profit margin before adjusting items which
was down 3.1%:

%
2018/19 operating profit margin 101
Gross margin -1.2
Store staffing -0.5
Other store costs -0.6
Distribution and warehousing -0.3
Central costs -0.5
2019/20 operating profit margin 7.0

Gross margin decreased 120bps which was more than planned,
as a result of sourcing headwinds including raw materials and
labour and the adverse impact of higher than expected
promoticnal sales and shorter clearance periods.




Operating costs were down in all areas, although increased as a
percent of sales. The decline in store staffing costs was largely
driven by efficiency programmes, which more than offset the pay
review. Other store costs were driven by lower depreciation and
cost savings such as the move to a single maintenance vendor.

In distribution, reduced costs from the move to a single tier
network and in our online operations more than offset inflation
and channel shift. Centrat cost declines were largely driven by
lower depreciation with efficiencies reinvested in increased
marketing and the build out of digital operations.

M&S BANK AND SERVICES

ME&S Bank and services income before adjusting items was
down £10.2m to £16.8m. This was predominantly the result of
anincrease in bad debt provisioning due to a higher risk of
customer default. M&S Bank incorne after adjusting items
decreased £1.9mto £4.2m.

J ]
OCADO RETAIL

International revenue decreased 2.5% at constant currency with
operating profit before adjusting items down 15.2%. We estimate
an adverse effect on March revenue of £23.1m and operating
profit of £11.8m, largely related ta Covid-19.

In owned markets, a weak trading performance in the Republic

of Ireland was partly offset by continued growthin India driven by
17 new store openings, although opening costs impacted profit.
Franchise shipments declined as a result of investmentinlower
prices, partner driven stock efficiencies and political unrest in
Hong Kong, although trends improved in the secand half.

On 5 August 2019, the acquisition of 50% of Ocado Retail was
completed. Ocado Retail Limited is an associate of M&S as certain
rights are conferred on Ccado Group plc for aninitial period of

at least Five years from acquisition.

The investment in associate is recognised at a cost of £769.0m.
This incorporates initial consideration of £560.9m paidin cashon
acquisition, contingent consideration of £202.4m and transaction
costs of £5.7m. The contingent consideration is conditional on
reaching agreed earnings and capacity targets.

The M&S share of Ocado Retail Limited profit for the pericd
from acquisition to 1 March 2020 is £2.6m. Summarised financiat
information in respect of Ocado Retail Limited is below:

Tmonthsto

1 March 20

Em

Revenue 979.7
EBITDA before exceptional items 257
Operating profit 10.9
Profit after tax 5.1
MA&S 50% share of profit 2.6

©n 6 May 2020, Ocado Retail Limited reported 40.4% revenue
growth for the 9 weeks to 3 May 2020.

For further detail on Ocado Retail Limited please see note 30 to
the financial statements. ’

INTERNATIONAL

52 weeks ended 20March20 | 30 March19 Change Chlng'e
Revenue £m  Restated £m % cc%
Franchise 3926 409.2 -4 -3.8
Owned 5520 564.9 -2.3 -6
Total 944.6 974.1 -3.0 -2.5
Operating

profit before

adjusting items

Franchise 649 723 -10.2

Owned 567 70.8 -19.9

Corporate costs {10.9) {12.6) 13.5

Total no.7 130.5 -15.2

NET FINANCE COST
J0Mar1®
28 March 20 Restated Change

53 weeks snded &m £m £m

Interest payable (BO.5) {80.3) {0.2)

Interestincome B.6 8.0 0.6
"Net interest payable T 7.9) {72.3) 0.4

Pension net finance income 236 258 (2.2)

Unwind of discount

on Scottish Limited

Partnership liability (6.9) (8.8) 1.9

Unwind of discount

onprovisions (4.9) (7.9) 3.0

Ineffectiveness on

financial instruments 59 (3.5) 9.4

Net financiat interest {54.2) {66.7) 12.5

Net interest payable

on lease liabilities {133.4) {142.2) 13.8

Net finance costs (187.6) (213.9) 26.3

Net finance costs decreased £26.3rn to £187.6m. This was
primariy due to a reduction in net lease financing costs and

the reversal of ineffectiveness on a currency swap. In July we
issued a £250m bond partially refinancing a £400m redemption
in December. In March 2020, in response to Covid-19, the Group’s
long-term credit rating was lowered by Moody's Investors Service
and Standard & Poors to Bal/BB-+ respectively. This should result
in an additional c.£¥5m of annual interest costs, payable following
the next coupon payment, on Bonds issued under the Group's
EMTN programme.

CROUP PROFIT BEFORE TAX

Croup profit before tax declined 20.2% to £67.2m. This includes
adjusting items of £335.9m,

GROUP PROFIT BEFORE TAX & ADJUSTING ITEMS ‘

Group profit before tax and adjusting items was £403.1m, down
21.2% on Last year. The decline includes an estimated impact from
Covid-19 of £51.9m in March. The profit decrease was largely due
to the decline in Clothing & Home operating profit.
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FINANCIAL REVIEW CONTINUED

ADJUSTMENTS TO PROFIT BEFORE TAX

Consistent with previous years, the Group makes certain
adjustments to statutory profit measures, in order to derive
alternative performance measures that provide stakeholders
with additionat helpfulinformation and to aid comparability of
the performance of the business. For further detail on these
charges and the Croup's policy for adjusting itemns please see
Notes 1 and 5 to the financial statements.

30 Mar 19
Restated
£m

Convid-19

28 March 20
related’ £m

Changs
52 waeks ended £m
Strategic

programmes ’
- UK store estate (11.86) (29.3) (216.5)
-Organisation - {13.8) 4.9)
- Operational

trangformation -
~ UK logistics -
- Changes to pay

and pensions -
-International

store closures

and

impairments -
- IT restructure -
Directly
attributable
to Covid-19
Store
impairments
and other
property charges
Coodwill
impairmnent -
peruna
M&S Bank
charges incurred
in relation to
insurance
mis-selling and
Covid-19 forward
economic
guidance
provision
Amortisation
a‘nd fair vatlue
arising from the
investmentin
Ocado Retail -
Establishing the
investment in
QOcado Retail
Limited -
Remeasurement
of contingent
consideration
including
discount unwind -
Other -
GMP and other
pension
equalisation - -
Adjusting items {212.8) {335.9)
*  Included within the total.

187.2
(8.9

4.8
4.1

{I6)
(10.2)

(16.4)
(14.3)

(2.9) (6.2) 33

EA
15.2

(2.2}
Q.4)

(5.3)
(15.6)

(163.6) {163.6) - {163.6)

{24.2) {78.5) (103.5) 250

(13.4) (13.4) - {13.4)

83

{12.6) (20.9)

(16.8) = (16.8)

(1.2) (3.4) ‘2.2

(2.9) -
235 -

29)
235

20.5
91.6

(20.5)
{421.5)

30 Marksand Spencer Group plc

Anurmber of charges have beenrecognisedin the period relating
to the implementation of previously announced strategic
programmes including:

~ A charge of £29.3m (of which £11.6m represents the directly
attributable incremental impairment due to Covid-19) in
relation to store closures identified as part of transformation
plans reflecting an updated view of latest store closure
costs. Further material charges relating to the closure and
re-configuration: of the UK store estate are anticipated asthe
programme progresses. Following restatermnent for IFRS 16
and the updated view of store closure costs, future charges of
up to ¢.£110m are estimated within the next two financial years.

A charge of £13.8m in relation to the redundancy costs
associated with the review of the support centre orgamsational
structure and an updated view of ongoing costs associated
with centralising the Group's London support centres.

- Acharge of £11.6min relation to the transformation and
simplification of supply chain and operations across
Clothing & Home and Food.

- Anet charge of £10.2m as we continue to transition to a singte
tier Clothing & Home UK distribution network, including the
cost of closure of two distribution centres. In February 2020
next steps were announced with a further two sites expected to
close inthe next two years, resulting in an expected additional
charge of .E13m.

Store impairment and other property charges of £78.5m
{including £24.2m representing the directly attributable
incremental impairment due to Covid-19) were recognised.

In response to the ongoing pressures impacting the retail
industry, as well as reflecting the Group's strategic focus towards
growing online market share, the Group has revised future
projections for UK stores (excluding those stores which have
been captured as part of the UK store estate programme).

Charges of £12.6m have been incurred relating to M&S Bank,
primarily relating to the insurance mis-selling provision, as well
as further charges recognised in relation to forward economic
guidance provisions recognised as a resutlt of Covid-19. The
Group's share of the total insurance mis-selling provisions of
£327 6m exceeds the total offset against profit share of £242.7m
to date. Further costs of . £100m, predominantly relating to the
estimated mis-selling liability are expected and will be deducted
from the Croup's future profit share frosm M&S Bank.

A charge of £16.8m has been recognised predominantly related
to the amortisation of intangible assets acquired on the purchase
of our share in Ocado Retail.

A credit of £23.5m has been recognised in the period relating
{iothe release of a provision for employee related matters
recognised in 2017/18 following settlement in the period
for £0.6m.



COVID-19 ADJUSTING ITEMS

EARNINGS PER SHARE

Following the declaration by the World Health Organisation

of the Covid-19 global pandemic and the subsegquent UK and
International government restrictions, Clothing and Home has
been unable to trade from full Line stores, M&S outlet stores
and a number of Food franchises have temporarily closed and
trade inFood has had to continue with social distancing measures
inplace. As a result, charges of £212.8m have been recognised
relating to the Covid-19 pandemic. The charges relate to stock
provisioning, impairments of intangibte assets, property,

plant and equipment and onerous contract provisions,
cancellation charges and one-off costs. Should the estimated
charges prove to be in excess of the amounts required, the
release of any amounts previously provided would be treated
as adjusting items.

The impact that Covid-19 has had on underlying trading is not
recognised within adjusting items,
;

The charges retate to:
= Stock provisioning: £157.0m.
- Incremental impairments of intangibles and PP&E: £49.2m.

- Onerous contract provisions, cancellations, one-off
costs: £6.6m,

Following a detailed assessment of all retail inventory, a charge
of £157.0m has been recognised {C&H: £145.3m; Food: £6.0m and
international: £5.7m). The provision relates to items from previous
seasons which are untikely to be saleable when stores reopen;
items in the summer sale that are likely to be cleared below

cost and the cost associated with hibernating stock to Spring/
Summer 2021. The provision in Food includes charges related

to unsaleable seasonal goods as a result of the lockdown of
activity inlate March,

As a direct result of the Covid-19 pandemic, following a
reperformance of all impairment assessments using the cash
flows in the Covid-19 scenario, incremental impairment charges
have been recognised of £49.2m (Store impairments: £24.2m,
per una: £13.4m and UK store estate programme: £11.6m).

£6.6m of charges have been recegnised relating to onerous
contracts and other provisions, cancellation charges and
impairment and write-off of intangible assets in the course
of construction following project canceltations.

TAXATION

The effective tax rate on profit before tax and adjusting items was
20.7% (last year 20.7%). This was lower than the expected effective
tax rate due to anincrease in the estimated deferred tax assets

of the Group which resulted from a change to the previously
enacted UK corporate tax rate of 17% back to 19%. The effect of
this increase is not expected to impact future years. The effective
tax rate is higher than the UK statutory rate due to the recapture
of previous tax relief under the Marks and Spencer Scottish
Limited Partnership ("SLP) structure. The effective tax rate on
statutory profit before tax was 59.3% (Last year 46.2%) due to the
impact of disallowable adjusting items.

Basic earnings per share were 1.3p {last yvear 2.5p), due to the
decrease in profit year-on-year and the increase in weighted
average shares outstanding. The weighted average number of
shares inissue during the period was 1,894.9m (last year restated
for the bonus factor related to the rights issue: 1,698.1rmn),
reflecting the issuance of 325m shares following the completion
of the rights issue.

Adjusted basic earnings per share decreased 29.5% to 16.7p
largely due Lo tower adjusted profit year-on-year and the increase
in weighted average shares outstanding.

CAPITAL EXPENDITURE

28March 20 30Mar1e Changs
52 weeks anded £m £m £m
UK store remaodelting 603 26.0 343
New UK stores t 333 401 Y(6.8)
international 12.3 no 1.3
Supply chain 36.2 487 (9.5)
IT & M&S.com 84.5 88.2 (3.7)
Property asset replacement 102.4 69.0 334
Capital expenditure
before disposals 3132.0 283.0 49.0
Proceeds from
property disposals (2.7) (as.1y 454
Capital expenditure 329.3 2349 94.4

Group capital expenditure before dispesals increased £49.0m
to £332.0m,

UK store remodelling spend increased £34.3m largely reflecting
the investment in five ‘test and learr' trial stores. Spend on UK
store space was down as 13 fewer owned Food stores opened
compared with the prior year,

Supply chain expenditure reflects investrment in the expansion

of the Bradford distribution centre. Spend has reduced due to the
significant prior year investment in the Welham Creen national
distribution centre.

IT and M&S.com spend decreased largely due to the completion
of the technology transformation prograrmme. Property asset
replacermnent increased £33.4m due to the initiation of an asset
replacement programme in stores.

STATEMENT OF FINANCIAL POSITION

Net assets were £3,708.5m at the year end, an increase of
50.2% on last year largely due to the investment in Ocadp and
the increase in the net retirement benefit surplus.
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FINANCIAL REVIEW CONTINUED

CASH FLOW & NET DEBT
30Mar 19

29 March 20 Restated Change
52 yaoks ended £m £m £m
Adjusted operating profit 590.7 725.6 (134.9)
Depreciation and
amortisation before
adjusting itermns 6325 7026 {70.)
Cash lease payments (335.7) (312.7) (23.0)
Working capital (48.5) 61.1 (109.6)
Defined benefit scheme
pension funding (37.9) (37.9) -
Capexand disposals {325.9) {264.8) (61.1)
Financial interast
and taxation (71.1) (184.7) 13.6
Investment in associate .
Ocado Retail Limited (577.8) ~ (577.8}
Investment in Joint Venture (2.5} (2.5) -
Ernployee related
share transactions 9.7 14.3 (4.6}
Proceeds from rights issue
net of costs 574.4 - 574.4
Share of profit from associate (2.6) - (2.6)
Cash received on refinancing
of derivatives 77 - 77
Adjusting items outflow (88.0) (120.2) 32.2
Free cash tow 225.0 580.8 {355.9)
Dividends paid Q911 (303.5) 2.4
Free cash flow after
shareholder returns 339 277.3 {241.4)
Decrease in lease obligations 201.4 170 N3
New \ease commitments {204.) (150.4) {53.7}
Opening net debt {4,075.4) {4,369.4) 294.0
Exchange and other
non-cash movements 19.0 {3.0) 220
Closing net debt {4,025.2) {4,075.4) 50.2

The business generated free cash flow before shareholder
returns of £225.0m, down on last year, driven by lower adjusted
operating profit, lower depreciation, working Capital increase

and higher capital expenditure, The working capital cutflow
relative to last year was largely a result of the timing of payments
and increased inventory. This follows a planned reduction in
inventeries in the prior year, and higher than normal year-end
inventory levels as a result of additional Food to meet stockpiting
dermand and lower than expected Clothing & Home sales

in March.

32 Marks and Spencer Croup plc

Higher capital expenditure reflects the spend on ‘test and learn’
stares and the asset replacement programme in stores.

Defined benefit scheme pension funding of £37.9m largely
reflects the second limited partnership interest distribution to
the pension scheme.

Adjusting itemns in cash flow during the year were £88.0m.
These included £22.7m in relation to the store closure
programme, £ 20 9m for organisational change, £15.4m for
operational transformation, £12.6m for M&S Bank, £4.3m for
the technology transformation programme and £3.7mrelating
to distribution and warehousing.

During the year, a Rights Issue was completed, raising proceeds
net of costs of £574.4m, for the purpose of funding the
acquisition of 50% of Ocado Retail which completed on 5 August
2019. The cash paid for the investment in Ocado Retail and
associated transaction costs of £577.8m does not include the
adjustment to the consideration on the finalisation of the
completion statement currently held as a receivable of £11.5m,

After the payment of the final dividend from 2018/19, the interim
dividend for 2019/20 and the reduction in outstanding
discounted lease commitments due to capital repayments,

net debt was down £50.2m from the start of the financial year.

DIVIDEND

We paid an interim dividend 3.8p on 13 January 2020, The board
has announced the decision not to pay a final dividend for
2019/20 and that it does not anticipate paying a dividend for
the 2020/2) financial year.

PENSION

At 28 March 2020, the IAS 19 net retirernent benefit surplus was
£1,862 6m (£514.3m at 30 March 2019). The increase in the surplus
is mainly due to a significantincrease in longer dated credit
spreads driven by market changes linked to Covid-19 resulting
in a reduction in scheme liabilities, Additionally, the return on
scherme assets increased due to a fallin gilt yields. it is currently
anticipated that the increase in surplus will give rise to an
increased pension credit next year,

In April 2019, the Scheme purchased additional pensioner buy-in
policies with two insurers for approximately £1.4bn. Together with
the two policies purchased in March 2018, the Scheme has now,
intotal, hedged its longevity exposure for around two thirds of
the liabilities for pensions in payment. The buy=-in poticies cover
specific pensioner Liabilities and pass all risks to aninsurer in
exchange for a fixed premium payment, thus regucing the
Company's exposure to changes in longevity, interest rates,
inflation and other factors. 1

The Strategic Report, including pages 33-43, was approved
by a duly authorised Committee of the Board of Directors on
26 May 2020, and signed on its behalf by

Steve Rowe, Chief Executive
26 May 2020



RISK MANAGEMENT

Effective risk managementis an essential tool for our business
to support the delivery of our transformation and to respond effectively to the
challenges facing our company, the retail sector and the communities we serve.

APPROACH TO RISK MANAGEMENT

Our approach to risk management is
simple ang practical. The Audit
Committee, under delegated authority
from the Board, is accountable for
overseeing the effectiveness of our

risk management process, including
identification of the principal and
emerging risks facing M&S. The Croup Risk
Palicy was farmally reviewed and revised
during the year to ensure it remains fully
aligned with business needs and our
corporate governance responsibilities. An
overview of the key features of the Policy
and the principal risks and uncertainties
are set out on the following pages.

The risk management process mirrors the
MES operating model with each business
and functional area being responsible for
the ongoing identification, assessmant
and management of their existing and
emerging risks. The output of these
assessments are ultimately aggregated
to compile an overatl Croup-level view

of risk. This process includes:

STRATEGIC REPORT

Risks being consistently identified,
measured and reported against set
criteria which considers both the
likelihood of occurrence and potentiat
impact to the Group.

Each busine$s and functional area
maintaining detailed risk registers and
mitigation plans which are approved by
their respective leadership teams and
discussed with the executive directors.

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

A formal haif-yearly review of all risk
registers by the Group Risk team,

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

A full review of the principal risks and
uncertainties at least twice a year by
the Audit Committee.
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- Swift action to reassess risk across
the business in response to significant
changes or events, such as the
Covid-19 pandemic.

The overall assessment considers

the impact of changesin the exterriat
environment, our strategy and
transformation prograrnme, core
operations and our engagement with
external parties. it also includes proactive .
consideration of emerging risks where the
full extent and implications may not be
fully understood but need to be tracked.

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

STRATEC

The directors’ assessment of the long-
term viability of M&S is alsa reviewed
annually, mindful of the principal risks
faced. The approach for assessing
long-term viability can be found on
page 42,

RISK GOVERNANCE AND PROCESS OVERVIEW

Internat reporting

Consolidated Group-level risks

— Consolidation of significant risks from underlying risk registers

- Overlay of Group-level risks

- Review and agreement of the principal risks by

the executive directors

- Review and approval by the Audit Committee

Business and functional risk registers

= Development and ongoing maintenance of risk registers, - Operating Committee
including consideration of emerging risks, by the business

and functional leadership teams.

- Reviewand challenge of risk content and quality of mitigation

plans by Group Risk

- Review and challenge of risks at leadiership forums

Currentissues and areas of change

-~ Monitoring of emerging areas of change or issues that may - Audit Committee

become significant at a Croup level

External reporting
1 F {
Parties involved: Principal risks
- Audit Committee and uncertainties
- Executive directors - A wmrqarisgd version
, - Croup Rskizam g et
é. - Review and approval
g by tl)e Board.and
Audit Committee
Parties involved:
members 4 Parties involved:
- Business & functionat ~ M&SBoard
teadership teams A - Audit Committee
- GroupRiskteam -~ Executive directors
- GCroup Risk team
Parties involved: b4
g
— Operating Committee ?
members 5
— Business & functional
leadership teams
~ Group Risk team
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STRATEGIC REPORT

PRINCIPAL RISKS AND
UNCERTAINTIES

Curing the course of the year, the business

has continued to develop and adhere
to our risk management disciplines
and managed risks in line with good
practice,including adoption of the
requirement to formally consider
potential emerging risks.

Qur established processes had operated

to allow consideration of the principal risks

and uncertainties to be completedin
accordance with the methodology
outlined on page 33, and in line with our
year-end timetable prior to the outbreak
of Covid-19in the UK. The impact of

the pardemic on the UK has, however,
triggered the need to consider both the
specific consequences of the virus and
its impact on the underlying principal
risks being managed by the business.
The disclosure below has therefore been
structured to provide an overview of the
actions takenin response to the virus,
the most significant risks associated with
the pandemic and details of how it has

impacted the broader set of principal risks

and uncertainties.

COovID-19

The impact of Covid-19 on the business is
explained in various parts of the Strategic
Report. Consequently, the narrative
included in the business updates should
be read in conjunction with the disclosure
below to provide an understanding of the

risks and, in some instances, opportunities,

facing M&S.

Our response

From the initial reports of the outbreak
in China, the crisis manage ment and

business continuity protocols for the
business were effectively invoked and

£

have, since January, provided a framework

to support our response. The following
key actions have been undertaken to
manage the impact of the pandemic
on our business:

- Reacted immaediately to government
guidance by closing clothing outlets,
Clothing & Home store sections,
cafés and M&S Bank services.

- Introduced distancing and hygiene
measures in stores and depots to
keep customers and colteagues safe.

34 Marks and Spencer Group ple

- Ataleadership level, strearmlined

structures wereimplemented to
accelerate decision-making by agroup
of the executive and managing directors
of our family of businesses.

1 — The Board and Operating Cormmittee

have met at anincreased frequency
throughout the crisis, monitoring and
responding to events on a daity basis.

Daily meetings of the Crisis
Management team are held

with representatives from across
the business.

Each business and function has
developed and maintains fuli response
plans to both highlight and track
actions for their immediate
requirements and to identify what

is required to restore operations.

We are engaged with all relevant
external stakeholders, including the
government, retail organisations
and specialist advisers.

Operationat activities have been
amended, and continue to be updated,
to comply with guidance provided by
the government to prioritise the safety
of colleagues, customers and others
involved in the ‘feed the nation’ strategy.
This included targeted initiatives to
support the most vulnerable miembers
of our communities.

Successfully imptemented horme
working for support centre colleagues
on an unprecedented scale, benefitting
from the recent investment in
technology and digital capabilities.

Proactively engaged with the Business
involvement Group to allow decisions
impacting our colleagues, and their
implicaticns, to be consideredin
advance. Operational protocols,
self-isolating, shielding, frontline
colleague suggestions or concerns,
furloughing of staff and the impact
of changes to reward (such as the 15%
premium for frontline colleagues and
share award in support centres) have
all been considered.

- Worked quickly with suppliers, initially
in Clothing & Home from January 2020
and subsequently across the whole
business as the scale of the virus
became apparent, to both maintain
continuity of supply and, where needed,
to cancel or defer orders. In addition,
we imptemented extended payment
terms for suppliers in Clothing & Horne.

- Took decisive action to reduce our
cost base, capital expenditure and
cash commitments:

Discretionary spend was stopped.

Capital expenditure for the year
ending March 2021 was significantly
reduced from a planned £400m
toa revised target of .£140m.

Colleagues were furloughed in
line with the Coronavirus Job
Retention Scheme.

Updated our dividend guidance.

Implemented enhanced financial
controls over approval of all spend.

Immediately reacted to government
initiatives such as the business

rates holiday, tax and VAT payment
deferrals.

- Engaged with banks and lenders to
proactively address the implications on
our facilities and covenant compliance,
obtaining forrmal agreement with the
lending syndicate of banks providing
the £1.1bn revolving credit facility to
remave or substantially relax covenant
conditions for the tests arising in
September 2020, March 2021, and
September 2021,

- Obtained confirmation of eligible
issuer status under the UK
government’s Covid Corporate
Financing Facility (CCFF).

- Engaged with landlords to manage
rent obligations and property costs.




Changes to our risk profile
The table below summarises the key potential risk implications of the pandernic and how these link to the core principal risks that
remain in place.

-
x
o
w
o
w
&
e
<
x
=
v

Riskcategery Risk description ’ Ralevant principat risk
Protecting - Aninability to maintain and, where needed, adapt operational protocols to ¢ Legal&regulatory
customers & safeguard customers, colleagues and other partners involved in running our compliance
colleagues business during extended lockdown or a period of transitional social distancing

would impact the continued operation of stores and breach our responsibilities

to all key stakeholders.
Clothing & Home - Afailure to effectively manage the implications of the lockdown period on all Trading performance
inventory aspects of the Clothing & Home supply chain and inventory management {Clothing & Home)
management would adversely impact customer experience, trading performance, liquidity,

operational efficiency and third-party relationships for an extended period.
Liquidity - Significantly reduced trading over an extended and currently undetermined Liquidity & funding

timeframe, combined with an inability to effectively manage expenditure against
revised targets, would impact the business’s ability to operate within cornmitted
credit facilities.
Store portfolio - Aninability toincrease the scale and pace of our plans to create a modern and Business
management appropriately shaped store estate during the retail property market downturn transformation
would impede our transformation objectives.

- Aninability to secure favourable agreements with landlords would impede cost
controlinitiatives.
Post-crisis - Aninability to successfully respond to the ending of lockdown (such as Multiple risk
recovery management of colleagues returning from furlough and re-establishing implications
‘business as usual’ process and control) would trigger operational chatlenges
and inefficiencies for the business.

Afailure to evaluate, fund and implement initiatives to improve business operations

would be a missed opportunity. ; )

Strategy - Aninability to define and successfully implement a revised strategy to rapidly Multiple risk
re-alignment respond to a post-Covid world and the asscciated changes in customer behaviours implications
and operational requirements would significantly undermine the transformational

imperatives of the business.

This would include, although not be limited to, the operation of our online Clothing
&Hgme business, Internaticnal operations, management of operating and capital 1
expenditure and the portfolio of business transformation initiatives under way.

In addition to the risks noted above, many of the principal risks prior to the pandemic remain the same in substance but have been
amplified by the current events - for example, our ability to effectively respond to Brexit, the transformational improvements needed
to the supply chain, maintaining controls over food safety, the potential risk of disruption to critical third-party relationships or
readiness to execute the launch of M&S products with Ocado Retail. Where this is the case, the effect has been noted in the relevant
section below.

Emerging risks

Itis also important to nete that, in many respects, the impact of Covid-19 has the characteristics of an emerging risk as well as
changing the principal risk profile today, as future events, and their impact on our business and the global community we work within,
cannot be determined with any certainty. We will therefore continue to monitor and respond to further changes as needed inthe
months ahead. As a consequence, the nature and magnitude of the ongoing events will continue to change the risk profile in currently
unknown ways.
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PRINCIPAL RISKS & UNCERTAINTIES CONTINUED

o~

- 1OT 4]

ke {5) L

CESCHIPTION & CONTEXT

TRADINC PERFORMANCE RECOVERY

MITIEATING ACTIVITIES

Afailure of our Food and/for Clothing & Home business

ty and cfan

no:n_::nn to strengthen capabilities of our senior

PreRy resp:
d ing retail

~=n_..u_aa :i !i-nu innti.ﬁ luiqngas‘lnn

teams in both Food and Clothing & Home
Hr..ccurnuam.nn_ recrutrment,

parformance.

MRS campetes with a diverse range of retailers- in both
Food and Clothing & Home-in anincreasingly challenged
sector faced with continued cost and pricing prassures,
shiftsin consumer behaviours and broader MacroeCoNoMIc
uncertainties. Delivering the right product rar
Appedl to our &) ciearand si
architecture and avallability are critical to the oaiz_

of bur business. +

in addition, Covid-19 has had, and continues to have,

» significant negative impact on our trading performance
inline with UK retail more widely. Managing the growth in
surplus stock resulting from the lockdown is an area of
business focus.

Delaysintmpl ting the i
Wnprovements, of the a_._u.:omu recovery plans ¥ response

to Covid-19, across the business could negatively impact
businezs performance.

perating model Fa Farniyof
MAS brand valugs,
i d t functions, and

custorer data,

Managing directors for each of these businesses who have
full accountability for thsr performanceincbading For
marketing, supply chain, finance and technology.
Indivieual Busingss BOards to erable executive gversight
and ePective governance of each business

+ Contic uad delivery against business-spacific transformation

plans incorparating chscipline around cost, prices, availability,
valus, "anges, broadening customar appesl and promotions
across both businesses,

Devetop af business-
Specfic oi::ic 3_. 30 ucn_:nmu restore as future stages of

the lockdown are: This includt it
of 3 clear strategy to manage the wid| i

of the lockdown pericd on all aspects of .—_. Clathing & Home
supply chain and inventory mal :8»3»2

Plannedi ding by delering bath
tha Ocado antine launch in “aon and our snliog smBiticns.
for Clcthing & Home,

BUSINESS TRANSFORMATION

Afaluret o . cor ard

cultural and
2bu in will impede our ability to impreve

The business has continued to deliver the range of projects

c:nm__v_sz.:o the transformation, including:

- Th ising and eHecti
of a UK store estate that is fit for the future, with n:u right
stores in the right space, improved integration batwesn
anline and store sales and shopping facilities expacted
by our Larget CUStOTIEr Qroups.

- Madernising our supply chain and logistics acthvities to
inmprove speed, cperational effectiveness and availability
andto Encnn costs.

- Delivering our Digital First i
customer exparience, reduce costs n_..n‘a:. smacter
Beross the business.

Adopt onof @ 'Never the Same Again' approach toall aspects
of business operations and prioritisation of the mast critical
improvement initiatives.

Compretensive review of all operational and capital
expenditure to allocate spending to thase activities aligred
tothe transformation agenta and stop others in viewof
Covid-19 priorities and recovery,

Maintenance of programme governance principles For all
ONGOING projects.

Periadic independent audit reviews of key programme
delivery and reporting to the Audit Committee.

Maintaning momentum to deliver ongong initiatives to
transform our Supply chai capabilities in all parts of the
business. For example, in Food the Vangarde supply chain
programme has demonstrated improvements ta food waste
leveis and availability. '

Centinued focus on the st fi ion with

Inresponse to Covid-13, ..i!: read to

d iorities like 4 ant of axisting sites to make
and their delivery, incl of nwatives to effecti f space, ing rental rates
respond to permanent changes in tustorner behaviours or and delivery of new format uSBw

..Onjns_n our u(: ‘.o:..:n practices, balancing delivery of
the trar h strict cash distiplines
and rapidly reacting to the consequences nq the pandemic,
A pause or delay to key components of the business
improvemnent programme because of the virus.

response or other reasons may delay delivery of the
wransformation abjectives,

Marks and Spancer Group ple



PRINCIPAL RISKS & UNCERTAINTIES CONTINUED
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DESCRIPTION 8 CONTEXT

LIGUIDITY AND FUNDING

MITICATING ACTIVITIES

Significantly reduced trading over an extended and
currently undetermined timeframe, combined with an
imability to effectively manage expenditure against
revised targets, could impact the business's ability

to operate within and secure additional committed
credit facilities,

Awvailability of, and access to, appropriate sources of funding
is required for core business operations and the successful
and timely delivery of our transformation plan. In addition,
cash management has additional complexityas a
consequence of the ongoing trading restrictions during
lockdown, the associated reductionin cash generation

and planning for the impact of furloughing, deferral of

tax payments and other emergency measures,

Brexit adds a further dimension to this risk because of

the potential impact on currency movements, corporate
bond rates, changes in credit regulations and the extent of
government support of credit markets.

Aninability to maintain appropriate short- and longer-term
funding to meet business needs (both operaticnal and
strategic). make payments on debt and to effectively
manage associated risks, such as significant fluctuations
inforeign currency or interesk rate changes, may have an
adverse impact on business viability and performance.

BREXIT

- Continued use of theexisting committed facilities available
to the business, including the £1.1bn revolving credit facility.

= Immediate measures implemented to manage cash and
tiquidity, including:
+ Freezing of discretionary spend
Significant reduction in capital spending
Dividend deferral
- Temporary furiough of colieagues
Enhanced controls over spending
« Confirmation of our eligibility under the UK government’s
CCFF scheme
Use of the blsiness rates holiday, tax payment deferral and
other government support measures
- Formal agreement received from the syndicate of lending
banks to relax or waive covenant cenditions for our revolving
credit facility.
- Close monitoring and stress testing of projected cash and
debt capacity, financial covenants and other rating metrics.
- Regular dialogue with the market and rating agencies,
- Review of counterparty credit risk and limits in line with
our risk appetite and treasury policy.

Aninability to quickly identify and effectively respond to
the challenges of a post-Brexit environment could have a
significant impact on performance across our business.
The potential implications of the UK's exit from the European
Union are significant and include:

- Deteriorationin customer sentiment.

- Operational complexity and cost due to restrictions
on the movement of goods and stricter border controls
{including the movement of goods between Creat Britain
and Northern Ireland).

- Costs passed through from our suppliers.

- Continuity of supply and supplier viability.

- Import and export duties.

- Volatility in currency and corporate bond rates.

- Tightening of the labour market.

-; Additicnal regulatory responsibilities and costs.

- Increased complexity and costin our internationat
operations, including our franchise activities.

While an orderly exit following the end of the transitional
period would allow business planning to more effectively
address the consequences of change against a defined
timeframe, the level of change required as part of any deal
is yet unclear. A no deal outcome would have a more
immediate and negative impact.

The focus on the response to Covid-19 and the possibility
that the government may not seek an extension of the
transitional period may mean thereis an increased risk
of a’no deal departure and the consequential ability to
implement the necessary measures on a timely basis.

- Across-business working party is in place to undertake
scenario planning including financial and operational
impact assessments and to consider and drive readiness
requirements.

- Each of our family of businesses has undertaken a risk
assessment to prioritise and plan for the operational changes
they wilt need. Teams have continued to progress planning
during the current pandemic lockdown. )

- Updates are provided to the Board and Audit Committee
outlining risks and actions being undertaken.

- Weare engaged with the government and industry bodies
to represent M&S's views, including the UK Border
Development Group with access to the Department for
Environment, Food & Rural Affairs (Defra), HM Revenue &
Customs {(HMRC) and the Food Standards Agency [FSA)
to support operationat ptanning.

Annual Report & Financial Statements 2020
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PRINCIPAL RISKS & UNCERTAINTIES CONTINUED
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DESCRIPTION & CONTEXT

FOOD ONLINE

MITIGATING ACTIVITIES

A failure to effectively execute the launch of M&S
products for Ocado Retail would significantly impact the
achievemaent of our strategy to take our food online ina
profitable, scalable and sustainable way.
The investment in Ocado Retailis part of our strategy for
improving our online reach and capability. To achieve this,
we are committed to providing M&S product rangesandto
have established new product development capabilities
for Ocado Retail by the beginning of September 2020.
Activities include:
- Finalisation of all commercial agreements with suppliers.
~ Delivery of a range of M&S products to allow a seamiess
transitiot‘m for Ocado customers on launch. I

~ Establishing data and technology interfaces with
Ocado Retail.

- Developing operating procedures and ways of working
between the two businesses.

Aninability ko establish effective operating protocolsin

advance of the launch date, whether related to the impact

of Covid-19 or other factors, could delay delivery of the

expected benefits from our investment in Ocado Retail.

FOOD SAFETY & INTEGRITY

MBS nominated directors are part of the Ocado Retail Board
and participate in leadership forums.

The establishment and continued operation of a dedicated
MA&S programme team, supported by senior leadership, to
oversee all aspects of project delivery including commercial
agreements, product range, and establishment of ongoing
operating processes.

Joint working groupin place with Ocado Group Plcand
Ocado Retail to establish the systems, processes and ways
of working to coordinate sourcing, product development,
product ranging, customer data and marketing.

Regular remote communication continues under lockdown
with the Board, seni?r management and the delivery teams.

Failure to prevent or affectively respond to a food safety
inci , or to maintain tha integrity of our products,
could impact business parformance, customer confidence
and our brand.

Food safety and integrity remain vital for our business.
We need to manage the potential risks to customer health
and consumer confidence that face all food retailers.

This includes considering how external pressures on the
food industry and wider economic and environmental
changes could impact the availability and integrity of

our food, the ability to operate all routine controls,

our reputation and shareholder value.

Many of these external pressures, including the impact

of Covid-19, inflationary costs, labour quality and availability,
increased regulatory scrutiny, animal disease, and the
unknown impact of Brexit, are, to a large degree,

outside our control but are nevertheless monitored.

Risk key @ Link to strategy o Heightenad risk due to Covid-19

as

Marks and Spencer Group plc

Cversight from Customer and Brand Protection Committee.
Food Safety Policy and Standards are in place, with clear
accountability set at all evels,

Defined Terms of Trade, manufacturing standards,
specifications for “frorm farm to fork® and standard operating
procedures (stofes, support centre and supply chain}.

New food initiatives assessed for food safety risks.

Qualified and capabie technical team, with continuing
professional development programme.

Store, supplier and depct audit programmes, including
unannounced visits and raw material testing, adagted to

be managed remotely where site visits are not possible.

Introduction of modified processes, including enhanced

monitering of quality and customer complaints, to mitigate
risk during the Covid-19 lockdown and ongoing assessment

. af the need for further change.

Quarterly review of our control framework.

Established processes for the development and lega'l
sign-off for product packaging.

Oocumented and tested crisis management plan.
Membership of the Food Industry Intelligence Network
at Board and Operating Committee level.

Periodic Internal Audit reviews to consider process design
and operating effectiveness.




PRINCIPAL RISKS & UNCERTAINTIES CONTINUED
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DESCRIPMION 3 CONTEXT

CORPORATE COMPLIANCE & RESPONSIBILITY

MIMICATING ACTIVITIES.

Fall 1l
Fallur

gal, iu:gu-u.. socialand

y ql-:_.-!—u.q-_

ACode of Conguct isinplace and has recently been reviewed
and updated. Thisis underpinned by poticies and procedures,
Snca_zo human rights, rmodern slavery, global scurcing,

y sancti gatively

...iln..n..._. abliiry
our customars.

The increasingly broad and stringent lagal and regulatory
framework for retailers creates pressure on both business
perforrance and market sentiment requiring contingal
impravernants in how we operate as abusinessto
maintain compliance,

More recently, the requirements triggered by the
Covidd-19 outbraak, inctuding in relation to safety and
socisl distancing, have in a shost tirfe frame necessitated
immaediate changes to operating procainas if our

i tionnetwork, stores and support centres.

Inaddition, th ofour doth
kehoiders (includi L Jareir

demandirg. ._.:m mas_u::.n:nu_ impact of food, Vnn_.mn:._m

andth ility of nun:_:mm_dm:,:. ing

relevant. Speed i S %

vital te maintaining a vou;?.»w:!:muu nnﬂnmvn_n_:
Non-compliance may rasult in ::3 criminal prosecution for

[

ion, anti-bribery and corruption, health & safety,
food «ug national minimumwage, equal pay, cyber and
data nmn_._:q An annual self. L
s alsc in place.
Immediate crisis response capability fvia the Crisis
Management team) when required on a reactive basis -
more recently for Covid=19.
Mandatory induction briefings ahd annual training for
relevant colleagues on key regulations.
Oversight from committees and steering @rqups such as
for fire, heatth and salety or food safety.
In-house regulstory legal team, including specialist sclicitors,
which conducts horizon scanning’ on new and emerging
regulatory and legislative changes,
Dedicated non-legal reguiatoryissueleaders and atvisers
to drive campliance against key risk areas within the business.
This includes, for example, CSCOP (Craceries Supply Code
of Practice) compliance in Food or ethical sourcing in
Clothing & Home.

e p

MBS of ¢ titigation, tarectify = Proactive engagement with regulators, legislators, trade
breaches, disruplion or cessation of business activity, as well badies and palicy makers.
ash 100 dur reputat financiat results. - mn:u_.zmav_!;nvn_.ma:a model with alean contral team
ing
mcu.uSua_:Q priorities in each of our Family of businesses.
- Published, moni and reported commi in
relation te-environmental and sacial issues in line with
.ﬁnc_mnoe reguirements.
- aL .1.0-!! and i g “‘“ﬂﬂav
- Customer contact centre insight and analysis oflive social
media issues,
BUSINESS CONTINUITY & RESILIENCE
Fail resili key L i = Adedicated B Continuity team.
coutd result in major buzinessi ion. Inparticular, 4 isned Group CrisisMana,
Bt be GeIment process -
-3...01:&2.__:.!: . whichwas invoked and has operated throughsout the

ability to fulfil o:c._z ordars. More broadly,an :Sn.-zu to

nesn 19 cutbreak

effactivaty respond to global events, such as p
orsupply chain disruption, would u_a._En-:nG impact
business performance. \

As our sole ontine Clothing & Home fulfilment centre, the
affective operation of our Castle Donington depot is vital.
A majorincident leading ko a sustained period offline would
impact sales and patentially hinder the growth of M&S.com,
Inaddition to Castle Donington, the loss of ather lacations
suchas the dedicated varahouses that stora beers, wines &
spirits or frozen goods in the UK or support facilities, such
asfor IT, could impact bysiness operations.

While the resp taCovid-19h ghlig!
inthe bush ability to conti ginextreme
¢ircumstances, it has also the risk Z

with pur globai supply ehains. The reliance onChina andthe
interdependency of sourcing locations, in addition to the
cencentration of supply from individual countries such as
Bangladesh, highlight the potentiat enpact of globally
disruptive events. Beyond supply chain, the implications
ontrading beth in the UK and International are also 3 risk.

tinuity plans, incorparating remote warking
requiramants, are in place for kay activities acrass our
nvm.,mqo_ﬁ. including offices, depats and 1T sites. These were
invaked and, where needed, refingd during lockdown,
Group lncident Reporting & Management Procedures in
plate and used to escalate incidents on site, Thase also
include critical third parties.
Store and sourcing office business continuity assessments
and visits, whern uuuau:woa
Ir gate theimpact of remadiationand
businessinterruption.
Mechanisms tovalidate the existence of key supplier
arrangements.
QOngoing contingency planning For Braxit.
atCastle D

Er tomanzge
technology failure.

Er ith nal h sincluding
Retail Business Continuity Assatiation and
government-led initiatives.

Membaership of the National Counter Terrorism
Infermation exchange.
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PRINCIPAL RISKS & UNCERTAINTIES CONTINUED

RISK

DESCRIPTION & CONTEXT

INFORMATION SECURITY

MITICATING ACTIVITIES

Failure to adequately prevent or respond to a data breach
ar cyber-attack could adversely impact our reputation,
result in significant fines, business disruption, \oss of

keholder confidence, and/or loss of information for
our customers, employees or business.

The increasing sophistication and frequency of
cyber-attacks in the retail industry, coupted with the Data
Protection Act (DPA), highlight the escalating information
security risk facing all buginesses, Our reliance on @ pumber
of third parties hosting critical services and holding M&S
and customer data also means the information security
risk profile is changeable,
Thas risk also increases as we develop our digital capabilities.
For example our d'ependency on the availability of and !
access to, insightful data across our business and/or
with the increasing shift anline.
Inaddition, the risk of a data breach or misuse is impacted by
Covid-K as there is the potential for:
Anincrease in targeted phishing campaigns.
New risks linked to working from horne and the usage
of personal devices,
Increased reliance on third parties supporting criticat
SUPPOTL services.

TECHNOLOGY CAPABILITY

1

Dedicated Information Security function, cornprising a
mutti-disciplinary operation of information security
specialists and support services and capabilities, with a
2477 Security Operation Centre.

Continued focus onimproving controls, policies, and
procedures inline with our environment and threat

landscape, including heightened areas of risk due to Covid-19.

Maintained focus on scanning our threat environment.
Established third-party assurance pregramme.

Focused security assurance, overall operaticnal rigor and
security hygiene around significant change activities,
Network of Data Protection Compliance Managers in priority
business areas to oversee and address compliance.
Mandatory information security and data protection
training for colleagues, including responsibilities for the
use of personal data.

Corporate Security team with a focus onimproving the
physical security environrent.

A failure to improve our technology capnhd.itlu, ruduoe
dependency on legacy syst and enh
cap.bll.lty could limit our abitity to keep pace mth

r expectati andc titors, bleb
trnnsfonnatwn and grow proﬁtably.

The digital world continues to evolve at an unrelenting pace,
enabling competitive advantage, influencing consumer
behaviours or expectations and increasing demands on

IT infrastructure As demonstrated during the Covid-19
lockdawn, our business resitience is increasingly dependent
on the reliability and effectiveness of our technology
infrastructure and capability.

We are clear on our aim to be Digital First and continue to
plan and invest to support this objective.

While a focus onimproving the existing IT infrastructure

has begun to deliver improvements in capability, flexibility
and cost efficiency, further workis required to enable

the business to move with pace to meet customer gnd
colleague needs.

We also need to continue to develop the skills and
capabilities of our colleagues in order to drive beneficial and
effective use of the technological changes that are made.

Oelivery against our technology transformation programme
cortinues and is underpinned with a defined technology
operating model, project governance principles and

agile methodology.

Cress-channel technology investment strategy in place
and aligned to the family of businesses, reviewed quarterly
totrack benefits realisation of core projects.

Improvements to our IV infrastructure, increased bandwidth
and deployment of a unified communication and
collaboration tool, which underpinned the rapid move

to remote working during the Covid-19 lockdown,

Continued investment in in-store technology and

digital capabilities to enhance both customer and
ceolleague experience,

Prioritisation of technology initiatives which is fully aligned
with our opearating and capital expenditure targets,
Continued collaboration with our principal technology
services partner, TCS,'and other strategic partnerships,
such as Microsoft, to drive our Digital First ambition,
Expansion of the Decoded programme and investment in
data analytics expertise toimprove digitat people skills.
Investment in dedicated resource focused ontechnology
risk and assurance maturity and roll-out of a structured
IT control methodology.

Risk key @ Link to strategy o Heightened riek dus to Covid-19
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PRINCIPAL RISKS & UNCERTAINTIES CONTINUED
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DESCRIPTION & CONTEXT

THIRD~-PARTY MANAGEMENT

MITIGATING ACTIWITIES

Aninability to successfully manage and leverage our
strategic third-party relationships, or a critical failure
ofa key supplier or partner, could impact delivery of
our transformation initiatives, our ability to operate
effectively and efficiently or, in some circumstances,
our brand and reputation.

Qur businessis dependent on a range of significant
third-party relationships that span products and services,
Franchise operations, joint ventures, investments and aur
banking and services partners. A critical failure of a key
supplier or partner could have a significant impact on
operational activities, our transfarmation and/or customer
experience - any of which could negatively impact
cperating profit. 1

The scale and impact of Covid-19, both in the UK and
internationally, has heightened the possibility of disruption
or failure in the important group of third-party companies
that form part of the extended operations of our business.

TALENT, CULTURE & CAPABILITY

t Integrated business planning processes to support franchise

In¢clusion of third-party management risks as part of the
Crisis Management team oversight of the Covid-19 response.

Clear procurement and supplier management policies E
in place, including dedicated relationship partners for =
strategic suppliers. u
Defined service levet agreements and key performance 5
indicators for key contracts. w

1

o

Dedicated procurernent and commercial teams.

Key supplier business contingency planning including
targeted reviews by our Business Continuity team.
Structured governance and business monitoring processes
forinvestments, other partnering and franchise agreements.

and joint venture reviews,

Regular review of franchise and joint venture markets and
new opportunities.

Third-party self-assessment processes to confirm
compliance with expected standards and policies.

An inability to maintain efficient processes and complete,
accurate people metrics could impact our ability to
effectively target our resources and people agenda

to focus on attracting, engaging, developing and
maotivating colleagues and developing skills for the future.
This could alse impact the pace of operational and cultural
transformation across the business,

The need to engage, motivate and connect with our
colleagues across a multi-generational, diverse workforce
and drive Digital First skills and mindset is key to delivering
productivity and supporting the transformation of

our business while driving customer loyalty through

a differentiated service propositian.

An inability to maintain the necessary change management
capabilities could constrain our transformation objectives.
This, combined with the cultural challenge of managing
talent, performance and succession could result inincreased
resource management and development costs.

]

trvestrment in externat hires to strengthen capability and
address identified skills gaps.

Investrnent in internal talent through structured
identification of critical and senior roles.

Leadership development programmes to enhance
leadership capability and colteague engagement.
Improved new starter experience to ensure effective
onboarding, engagement and retention of new colleagues.
A Business Involvement Group whichis actively involved in
colleague engagement and representation throughout the
business, including at Board meetings.

Development of a robust perfermance management system
that will measure achievemnent against business objectives
and behaviours, with a clear link to reward.

A total reward review, with benchmarking of all pay and
benefit components and transparency on fair pay,
including gender, ethnicity, disability and age.

Creation of a network of external allies to champion our
inctusion and diversity agenda.

Change management capability considered a specific
tleadership skill requiring investment through training, i
toolkits and methodology.

Planned investment in an HR information system.

Delivery of a digital-specific apprenticeship programme
driving digital literacy and capabitity building.

Annual Report & Financial Statements 2020 )]



PRINCIPAL RISKS & UNCERTAINTIES CONTINUED

RISK

13

DESCRIFTION 8 CONTEXT

BRAND,LOYALTY 8 CUSTOMER EXPERIENCE

MITICATING ACTIVITIES

An inability to evolve our brand appeat, customer
experience and Sparks loyalty programma willimpact
our success in retaining and attracting customars

and expanding thebusiness.

Consumer lifestyles and attitudes continue to evolve
at pace in an increasingly diversified and cormpetitive
retail environment. A failure to anticipate and keep up
with customer expectations would impact future
trading performance.

In addition, the uncertainty of the duration of Covid-19 and
its longer-term impact on consumer behaviour, shopping
habits and spending power, is unknown, making our ability
to plan and rapidly react more important than ever.

Evolving our Sparks programme in a way that resonates
with our customers and helps informbusiness decisions
remains a key objective. Combined with coordinating
improvements acrass customer experience and
personalisation through meaningful measures of custormer
experience, data-driven marketing strategies and
embedding Digital First behaviours, these are key

enablers o being a customer-centric business,

Chief Digital & Data Officer in post to head Insights and
Loyalty programimes and the recently created Digital & Data
team focusing on loyalty, data science, digital product,
customer growth and innovation.

Brand, marketing and preduct teams aligned with the
operating model to better address the specific needs of

our farmily of businesses.

Improved ontine search functionality, enhanced end-to-end
journey across ME&S.com and stores For Click & Coltect, and
greater personalised digital products and marketing.
Investment in capability to measure customer experience
throughintroduction of an end-to-end and multichannel
net promoter scorg programme, supported by third~par5 y
expertise.

Cornpletion of a review of our Sparks loyalty programme to
inform next steps.

Proactive monitoring of social media to observe and respond
to trends in customer experience.

Initiatives (aunched in response to the Covid-19{ockdown to
continue making product available safely to customers, for
example the range of M&S food boxes, expansion of Mobile
Pay Go payment facility, introduction of M&S E-Gift Cards
and shifting focus to contactiess home delivery.

~ Targeteduse of celebrity engagement ang high-impact

sponsorship of ITV"

s ‘Britain's Got Talent’

OUR APPROACH TO ASSESSING LONG-TERM VIABILITY

The UK Corporate Governance Code

requires us to issue a 'viability statement’

declaring whether we believe the
Company can continue to operate and
meet its liabilities, taking into account
its current position and principal risks.
The overriding aim is to encourage
directors to focus on the longer term
and be more actively involved in risk
management and internal controls.

In assessing viability, the Board
considered a number of key factors,
including our business model (see
page 09), our strategy (see page 07), risk
appetite (see page 33) and our principal
risks and uncertainties (sée pages 34

to 42},

The Board is required to assess the
Company's viability over a period
greater than 12 months, and in keeping
with the way that the Board views the
development of our business over the
long term, a period of three years is
considered appropriate for business
planning, measuring performance

and remunerating at a senior level.
Our assessment of viability therefore
continues to align with this three-year
outlook.

Civen the global political and economic
uncertainty resulting from the Covid-19
pandemic, coupled with the already
fast-paced changes taking place across
the retail sector, we expect to see
significant volatility and business
disruption reducing our expected
performance in 2020/21. We have v
already fett the impact of the
government’s guidelines on tockdown,
with our Food stores open and trading
(albeit with social-distancing measures
in place), but with Clething & Home
unable to trade from stores, and all sales
therefore predominantly coming from
online sales and Click & Collect in stores.
Measures have already been taken

to protect the health and safety of

our customers and our colleagues,

to manage our supply chain, to cut
costs, and to redeploy our Clothing &

Riskhey (5) Linktostratogy () Heightened sk dus to Covid-19

Marks and Spencer Group plc

Home colleagues to Food to meet the
demand and increased safety practices.
These measures will help to mitigate the
impact of the volatility, and we believe
that trading conditions will recover as
we move into 2021/22.

In assessing viability, the directors
considered the position presented in

the Budget and Three-Year Plan recently
approved by the Board, In the context
of the current chatlenging environment
highlighted above, a “Covid-19 scenario”
was applied to the plan, as well as the
modelling of additional severe, yet
plausible, sensitivities. These ware based
on the potential financial impact of the
Croup’s principal risks and uncertainties
and the specific risks associated with the
Covid-19 pandemic and the uncertain
high street trading environment.

The Covid-19 scenario and howit
corresponds to the principal risks,
including the pandemic (pages 34 -42)
has been assurned to occur over the



OUR APPROACH TO ASSESSING LONG-TERM VIABILITY CONTINUED

same three-year period in order to
assess the Croup's ability to withstand
multiple challenges. The patential
impacts of the pandemic have been
built into the Covid-19 scenario and
additional sensitivities, but the potentiat
impact of afurther "black swan" event
that cannot be reasonably anticipated,
or is considered remote, is not included.

The Covid-19 scenario assumes that

the current government guidelines
continue for a pericd of at least four
months, resultingin a significant decline
in sales for the remainder of 2020/21

as follows:

- On avera’ge. a 70% declinein
Clothing & Home sales vs budget
for the four months to July 2020,
followed by a slow recovery back to
budget by February 202}, reducing
expected revenue by £1.5bn for the
financial year.

= A20% decline in Food sales vs budget
for the four months to July, impacting
annual revenue by £384m,

~ International sales following a similar
profile to Clothing & Horne, with a
significant decline in April due to
closures, and a recovery extended
to March 2021, impacting annuat
revenue by £214m.

Given the Covid-19 scenario is most
sensitive to changes in the length of
the Covid-19 impacting period and the
depth of the impact, and without firm
guidance from the government on a
possible ‘exit strategy’, a prudent
approach has been taken to stress test
this Covid-19 case with further downside
sensitivities, which extend the length
of the social-distancing measures or
increase the depth of the impact on
sales and margin as follows;

- Sensitivity 1-The Covid-19 scenario
above, but with a much slower
recovery, thereby impacting Clothing
& Horme and Food sales for longer
and including a recession for the
duration of the Three-Year Plan period
{modelled as a 5% decline vs planin
Clothing & Home and Food sales on
an ongoing basis through-cut the
three years). The incremental impact
on Clothing & Home and Foed
revenuesis £25imand £281m
respectively for the financial year.

- Sensitivity 2 - as per sensitivity 1,
plus a deeper sates decline over the
first six-month period, with Clothing &
Home on average ¢.80% down on
budget. The incremental impact on
Clothing & Home and Food revenue is
£424m and £99m respectively, over
and above sensitivity 1 for the
financial year.

Reverse stress testing has also been
applied to the model, which represents
afurther decline in sales compared with
sensitivity 2. Such a scenario, and the
sequence of events which could lead
toit, is considered to be remote.

T’he impact of the Covid-19 scenan’o

and sensitivities has been reviewed
against the Croup's projected cash flow
position and financial covenant over the
three-year viability period. Should these
occur, mitigating actions would be
required to ensure that the Group
remains liquid and financially viable.
These actions were identified as the
Covid-19 pandemic emerged as part

of the contingency planning that the
Group has been undertaking, which
considered both feasibility and
timeframe to execute.

Mitigating actions taken include, but are
not limited to, reducing planned capital
and marketing spend, freezing pay and
recruitment, making technology and
operating expenditure cuts, reducing
the supply pipeline of Clothing & Home
stock by c.£560m, and lengthening
payment terms, and ceasing to pay

the final dividend payment for 2019/20
and for the current financial year,
resulting in a total anticipated cash
saving of ¢.£340m.

The Group also expects to benefit
from c.£172m of business rates relief
in 2020721 and the government’s
Coronavirus Job Retention Scheme

to help meet the cost of furloughed
roles in store, distribution and support
centres, which should generate cash
savings of c.£50m up to 30 June 2020.

Inaddition, in order to maximise liquidity
for the likety duration of the crisis

and the recovery period beyond,

the following further steps have also
been taken:

- Forrmal agreement has been reached
with the lending syndicate of banks
providing the £1.1bn revolving credit
facitity to remove or substantially
relax the covenant conditions for the
tests arising in September 2020,
March 2021 and September 2021,

- The Croup has confirmed its eligibility
under the UK government’s CCFF
and allocated anissuer limit of
£300m, providing additional
further liquidity headroom.

The agreement with the banks
combined with the other measures
taken means that, even under

the Covid-19 scenario and the
sensitivities, the business would
continue to have significant liquidity
headroon on its existing facilities and
against the revolving credit facility
financial covenant.

Neither the Covid-19 scenario, nor the
sensitivities individually threaten

the viability of the Company. In all,
assessments, there is an option to
extend the potential mitigations
available, such as further reduction

in capital expenditure and reduced
returns to shareholders. The Audit
Committee reviews the output of the
viability assessment in advance of final
evaluation by the Board. The directors
have also satisfied themselves that
they have the evidence necessary to
support the statement in terms of the
effectiveness of the internal control
environment in place to mitigate risk.

Having reviewed the current
performance, forecasts, debt servicing
requirements, total facilities and risks,
the Board has a reasonable expectation
that the Group has adequate resources
to continue in operation, meets its
liabilities as they fall due, retain
sufficient available cash across all
three years of the assessment period
and not breach any covenant under

the revolving credit facility. The Board
therefore has areasonable expectation
that the Croup will remain commercially
viable over the three-year period of
assessment. The Viability Statement
canbe found on page 96.
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STAKEHOLDER ENGAGEMENT

While engagement with our customers
and colleagues has been akey focus
during these recent turbulent weeks,
5o that they can continue to shop and
work safely, maintaining dialogue with
all of our stakeholders has also been
forefrant of the Board's mind.

Through our market announcemants,

we have ensured that all investors are
informed of the impact the virus is having
on our business, and those of our retail
shareholders who signed up for email
communications also received a personal
update from me to thank them for their
support and understanding.

Supplier engagement has been crucial
for our Clothing &Home and Food
suppliers, maintaining close contact
to ensure that we can support them
through this difficult period and
maintain continuity of food supplies.

Further information on our stakeholder
considerations and activities during the
Covid-19 pandemic can be found on
pages 50to 53.

Prior to the Covid-19 outbreak, 2019/20
had already been a year of proactive
engagement with our investors. Qur rights
issue in June 2019, funding our acquisition
of 50% of Ocado Retail, was delivered in
line with our Digital First strategy. This was
the first substantial UK digitat rights issue
undertaken, atlowing digital participation
by ¢.180,000 shareholders, We also
engaged with our largest institutional
shareholders throughout the triennial
review of our Remuneration Pelicy and
have responded to their feedback on

our proposals. 1

We know our Annual General Meeting
(AGM) provides investors with another
valuable opportunity to communicate
with us. In recagnition of this, we will be

UK CORPORATE GOVERNANCE CODE

conducting this year's AGM digitally,
despite current lockdown measures, again
supporting our digital strategy. In addition
to being able to vote and submit questions
electronically in advance, all shareholders
will be able to join the meeting online to
hear from Steve and me, ask questions
and vote on our resolutions. Information
on how to participate electronically, both
in advance and on the day, can be found
on pages 194 to 197.

Details of our engagement with
stakeholders and our full response to
5172 of the Companies Act 2006 canbe
found on pages 20to 21.

Archie Norman, Chairman

The UK Corporate Governance Code 2018
(the “Code”) is the standard against which”
we measured ourselvesin 2019/20. The
Code is available to view on the Financial
Reporting Council's website.

We are pleased to confirm that we
complied with all of the provisions set out
in the Code for the pericd under review.
To keep this report concise, we have
focused on the key governance issues
only. Our compliance with key areas

of the Code are summarised betow,
together with cross references, where
applicable, to the relevant sections of
this report where more information
¢an be found.

Full details on how we comply with the
Code, including full bicgraphies of our
directors and our Corporate Governance
Statement, is available on our website.
Where reference is made to the
availability of further information

on our website, it can be found at
marksandspencer.com/thecompany.

= Independence
Over half of our Board (excluding the
Chairrmanj} comprises independent
non-executive directors and the
composition of all Board Committees
complies with the Code. Additionally,
the Chairman was considered
independent on his appointment.
More information about the Boarg
is available on pages 46 to 47.

Senior Independent Director
OurSenior Independent Director is
Andy Hatford.

Accountability and election

There is a clear separation of duties
between the Chairman and CEO roles,
and all the directors are to stand for
annual re-election.

— Evaluation
An externally facilitated performance
evaluation of the Beard and its
Committees was undertaken during
the year in accordance with the
requirements of the Code, details of
which can be found on page 56.

Attendance

The directors have all attended an
acceptable level of Board and
Committee meetings, details of
which are available on page 54.

Committee Chair Experience

1. The Audit Cornmittee chairman

met the specific requirements with
regard to recent and relevant financial
experience throughout 2019/20.

2.The Remuneration Committee
chairman had been a member

of aremuneration committee

{for Moneysupermarket.com

Croup PLC) for more than 12 months
prior ta his appointment as Chair.

Governance Framework

Qur full Covernance Framework,
setting out details of our corporate
governance practices, is available
on our website.

Auditor tenure

We changed our auditor in 2014/15,
following a thorough tender process.
Qur tead audit partner, Richard
Muschamp, has been in place since
the start of the 2019/20 financial year.

Non-audit policy

This is disclosed on our website,
along with the limited non-audit
work undertaken during 2019/20.
Details of non-audit fees can be
found onpage 64.

Annual Report & Financial Statements 2020

— Auditor appointment
We disclose our external auditor
appointment policy on our website.

— Internal Audit
Details of the Internal Audit function
are provided within this report on
page 65.
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— Culture
Information about how the Board has
assessed and monitored culture can
be found on pages 18 to 19 of the
Strategic Report.

= Performance-related pay
A significant part of performance-
retated pay is delivered through
shares. Qur reward framework is
simple, transparent and designed to
support and drive our strategy.

More information on our approach
toinvasting in and rewarding our
workforce is available in the report of
the Remuneration Committee from;
page 66.

Workforce engagement

The Chair of the Company's workforce
advisory panel, the Business
Involvement Group {BIG), is invited

to attend three Board meetings and
one Remuneration Committee
meeting each year. More detail on
how M&S engages with its key
stakeholder groups is presented

on pages 20to 2.

Diversity

Information about the diversity of

our Board, including its consideration
of diversity in its succession plans and
in developing senior management,
can be found on pages 19, 46,49

and 58.
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GOVERNANCE

OUR BOARD

NEWLY-APPQINTED INDEPENDENT NON-

CHAIRMAN EXECUTIVE DIRECTOR EXECUTIVE DIRECTOR EXECUTIVE DIRECTORS
. B ]

1 ¥ I
Archie Norman @ @ SteveRowe Ecin Tonge Andy Hatford ] ®
Chairman Chief Executive Chief Financial Officer Senior Independent
Appointed: September 2017 Appointed: April 2016 (Designate) Director
Key strengths and experienca {as Chief Executive) Appointed: Incoming June 2020 Appointed: January 2013
- Extensiveretailandbusiness  Key strengths and experience Kay strengths and experience Key strengths and experience

leadership experience. — Veryextensive in-depth — Strong financial background — Significant recent and relevant
- Long-term trackrecord of commercial and retail and extensive supply financial experience.

value creation and change expenence. chainexpertise. — International, consumer and

in major British companies. - Extensive knowledg_e of — Significantexperience digital experience.
Archie is an experienced MBS having worked in all inoverseeing strategic Andy’s strong finance background
Chairman and former Chief major areas of the business. programmes. and broad knowtedge of the

Executive having led major
transformation prograimmes
atITV, Lazard, Asda, Energis
and Hobbycraft, He was
previously Deputy Chairman
of Coles Limited and, in 2016,
was appointed L.ead Director at
the Department for Business,
Energy & Industrial Strategy.

Steve joined M&Sin 1989 and
worked in senior roles across ail
areas of the business prior to his
appointment as CEQ, including
Director of Home, Director of
Retail, Director of Retail and
E-commerce, Executive Director,
Food, and Executive Director,
Ceneral Merchandise.

BOARD AS AT 3 JUNE 2020 {DATE OF PUBLICATICN)

Eoin will join the business in
JunefromGreencore, where

he has been CFO since 2016.

AL Greencore, he oversaw the
divestment of their US operations,
strengthening the company’'s
balance sheet, returning capital to
shareholders and simplifying the
business. Prior to that he was MD
of Greencore’'s Grocery business
and also worked in a variety of
roles across finance, treasury and
capital markets at Goldman Sachs.

UK andinternational consumer
market was gained from CFO
positions held in global tisted
companies. He is Chief Financial
Officer of Standard Chartered,
which he joined after 15 years at
Vodafone, nine of whichwere
spent as Chief Financial Officer.

BOARD AS AT 3 JULY 2020 (FOLLOWING THE AGM)

Non-executive Sector experience
director tenure'
| 180%
Retail
t ( . ___J9o%
Congumer
| I
Finance
® 0-2years 5 (63%) 30%
® 3-5years 1013%) E-commerce & technology
® &7 years 2(25%)
Gender diversity*
Executive hor- All
directors ed:.(ecu ve Board
irectors
@ Female (S0%) o Female (50%) » Female (50%)
® Male (50%) ® Male (50%) ® Male (50%)

1. Figuresrounded to the nearest 1%,
2. Katje Bickerstaffewas an executive director with effect from 27 April 2020.

Marks and Spencer Groug plc

Non-executive Sector experience
director tenure'
( 178%
Retail
[ ¥ _189%
Consumner
—
Finance
@ 0-2years 5(71%) 3
® 3-5years 1{14%) E-cammerce & technology
® 6-7 years 1(14%)
Gender diversity
Executive Non- All
directors executive Board

directors

® Fermale (0%)
® Male (100%)

® Female (42%)
® Male (57%)

® Fernale (33%)
@ Male (67%}



Full biographical detadls of each director are available on

Key to Committees
@ Audit () Nomination

@ Remuneration . Comemittee Chair

Kay to role status

M inthe role currently Il Newly appointed Wl Outgoing

GENERAL COUNSEL AND
COMPANY SECRETARY
I — l 1
AndrewFishor OBE ) (i) Justin King CBE @@ PipMcCrostie @® NickFolland )
Non-Executive Director Non-Executive Director Non-Executive Director
Appointed: Decemnber 2095 Appointed: January 2019 Appointad: Juty 2018 Appointed: Februsry 2019
Key g Kay d ance Kay ths and Nitk has legaland
— International Consumer and - Extensive experienceof working - Substantial experience of governance experience, having
technology sector experience. inand leading large businesses. corporata finance and tax. been General Counsel and
— Extensive knowledge of - Considerable knowledge - Extensi geotglobat ~ CompanySecretaryin FTSE y
high-growth digital businesses. of ratail transformation businesses and corporate J0C businesses sinca 2C01. 2
Andrawwasinstrumantalin and oparations, transactions. Hoze recently, he has held z
. . L . . " positicns as Chief Executive of w
establishing mobile lifestyle Justin is currentiy Vice Chairman Pipwasamembarof Emstand the Crosn Prosecution Service H
app Shazam, where he was of Terra Firma, acting as adviser Young's Global Executive Board and ChieFExternal Atfairs o
Exetutive Chairman until tothe General Partner. Between freem 2008 until her retirement in Officer ang Chief of Staff to
Octaber 2018, a5 & leading 2004 and 2014, he wasthe CEQ of 2046, AL EY she gained extensive the CEO of the Co-cp.
mobile consumer brand, and Salnsbury’s, leading the businass financial experience and led and i
brings over 20 years' experience throughta major transfarmation. transformed the Global Corporate
leading and growing numerous He hasalso previously held senior  Finance business. She was founder
kechnology-focused enterprises, positions at M35 as Head of Food, and co-founder respectivety of the
aswell as Asda, Haagen.Dazs, Clobal Transaction Tax Network
PepsiCoand Mars. and UK Transaction Tax Croup
and a nan-executive director of
(rnarsat from 2016 to 2019,
NEWLY-APPOINTED NON-EXECUTIVE DIRECTORS OUTGOING DIRECTORS
L e i W
Sapna Sood ' Tamaraingram ! AlizsonBrittainCBE' (1)) Katia Bickerstafte '
Non-Executive Directos Non-Executive Director Non-Executive Director Chief Strategyand
Agpointed: June 2020 Appalnted: June 2020 Appointed: January 2014 Transformation Directar
Sapna is 8 Group Director at Tamara joins from a longstandting Key gths and i inted: April 2020
Compass Group PLE where she \eadership career in advertising, - Financial and commercial {asChief Strategy and
{eadsthe Intermational Clisnts ané  marketing and digical experience. Transformatian Director July
Market Develepment business, communicaticns, having held - Cons| § 2018 (as Non-Executive Director)
She has in-depth knowledge of leadership reles at WPP since . g b stre s and experience
funning complex supply chalns, 2002, Priortothis, sheworked at "___._._ﬁﬂ”.mw_nma e-scale consumer mvm:"majuu_gmanaﬂm of retail
inctudingin food and clothing, Saatehiand Saatchi where she L . end operations,
aswell as experience of leading held the roles of CEQ and Chair, Alisonis CEQ of Whitbread, a onifi i
Largy ionp Tamara has led renawned plobat arganisation with a broad = Significant understanding
She hasheldleading op jonal A ias For portfolio of hospitality brands, of UK retail and leading
selesin thebuiiding and idbrands round the Endwas previously GroupDisectar - fongumarfacusad
industrial gas sectorsin Eurcpe world and delivered cultural and at theRetail Division of Lloyds businesses.
and Asia-Pacific, latterly as CEQ business transfarmation at pace Banking Group, with responsibility  Katie joned the leadership
and President of LafargeMolcimin - within her own businessesas for {5 retailbranch «.ﬁnta:a as tearn as Chief Strategy and
wedl as its Retail Business Banking Transtorrnation Director on

the Philippings. Sne has been a
nen-axecutive director at Kering
since 2016 with her term cug to
axpire an 16 June 2020

wall as onbehalf of clients.
She is Non-Executive Chair of
Wunderman Thompsan and a
non-executive director of
MarshMacLennan,

ang UK Wealth businesses. Alison
will be standing dosm at the 2020
AGM having served aver sixyears
on the Board,

27 Aprii 2020_ As a result, she
will step down from the Board
at the 2020 ACM having served
a5 anon-executive diteclar

for two years.
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GOVERNANCE

BOARD ACTIVITIES

WHAT WAS ON THE BOARD'S AGENDA IN 20197207

Board meetings are an important
mechanism through which the
directors discharge their duties,

rticularly under s.172

of the Companies Act 2006.

More information is available
onpages20and 21

‘PRINCIPAL COMMITTEEVU P‘DATES

The following pages provide an overview
of the content and structure of the Board's

rmeetings and how consideration of the
Croup's key stakeholdersis central to its
discussions (see the key to the right).

Meeting agendas are agreed in advance
by the Chairman, CEO and Company
Secretary and are tailored to strike an

appropriate balance between regular
standing items, such as reports oncurrent
trading and financial performance,

with one or two detailed "deep dives™.
These enable the Board to exchange
views and robustly debate elements of
the Company's performance, specific
projects or areas of strategic significance.

TRANSFORMATION PROGCRAMME

REVIEW AND KPIUPDATES

The Chairs of the Audit, Remuneration and Nomination
Committees provide regular updates to the Board on the
key issues and topics raised at those meetings, as well as any
recommendations for the Board's approvat, ensuring that
the Board as a whole is up to speed on a range of significant
issues that fall outside of its own remit.

STRATEGIC DEEP DIVES

Updates on the progress of the transformation programme
were provided at each meeting, supplemented by deep
dives presented by the relevant business area as required.
These updates enable the Board to keep a finger on the pulse
of the transformation programme, previding guidance and
challenge as needed and driving progress forwards.

At each meeting, the Board received presentations on and discussed selected strategically significant matters in greater
depth to evaluate progress, provide insight and, where necessary, decide on appropriate action. These included:

Covid-19 090009

Following the WHO's declarationof a
pandemic, held weekly calls to discuss
and monitor the impact of Covid-19 onour
business and stakeholders and agreed to
continue to do so for as long as needed.

Received updates on measures imposed
by the government in response to the crisis
and directed the Company's response.

+ For more detail, see pS0-p53

Clothing & Home 99 @

Received updates on progress towards
resetting the Clothing & Home operating
model, resolving outstanding issues
with business unit profitability and
re-accelerating growth in ontine.

+ Formore detail, see p12-pl3

Food @@ @ ‘

Reviewed progress of key elements of the
Food transformation strategy, including
lowering costs, delivering trusted value,
reforming the supply chain, preparations
for the Ccado launch and renewing the
property estate.

+ Formore detail, see p10-p1t

Home and Beauty 9@ @®

48

Received progress updates on the Home,
Furniture and Beauty strategies, discussing
cost base, logistical operations and
challenges, and considered the future
operating maodels of these businesses.

Marks and Spencar Group plc

Brexit ® O 9009

- Received ypdates on the Group's
preparaticns in light of developing
government guidance, focusing
on management of operational
risk, financial impact and potential
strategic consequences.

— Considered the potentialimpact
over the longer term on the Company’s
owned businesses in freland and the
Czech Republic and its franchise
business in France.

+ For mare detail, see p37

Investment in
Ocado Retail Limited @0 @

— Discussed and approved matters relating
to the rights issue, including timing
and structure, the prospectus, launch
communications and the impact of the
rights issue on employee share plans,

— Received updates on the Ocado Retail
Limited business plan, current activities
and the key priorities and deliverables
in preparation for transition by
September 2020.

+ For more detail, see p9-pll, p29

Business Involvement Group 8@ @

~ Discussed the review of the role of
National BIG to improve the way it
engages with the business.

- Received ypdates on the activities of
National BIG during the year and insights
into the views of colleagues across
the business.

International @0 ©®

- Discussed the stabilisation of the
Internationat business, roit-out of the
market right pricing model and driving
growth in key markets, particularly India.

+ For more detail, see pi4-pls

Property @0 @

— Reviewed the property strategy and
received updates on store renewals
and the future shape of the estate.

+ For more detail, see pl6

Loyalty 090 @

— Discussed options for a new Loyalty
strategy, with work tc conclude during
the secenda half of 2620.

+ Formore detail, see p17

Culture 0@ '

— Received updates onthe development
of the HR cormmunity within M&S and the
key areas of focus For delivery, including
modernising supporting technological
infrastructure, investing in leadership
capability across the business and
improving talent planning and
SUCCEeSssion processes.

— Received updates and discussed colleagues’
views and responses to changesin the
business, including the re-taunch of
‘Cur Behaviours  and organisation-wide
communication from management.

+ Formore detail, see pl8-plg



Key to stakeholder groups

Shareholders Colteagues

Suppliers Customers

Communities

Partners

STRATEGY AND COMPANY PERFORMANCE

The CEO led discussians focusing on recent trading, general business performance and the key strategic initiatives under way:

Business updates 0@

= Received updates on progressive trading
performance from each of the Family
of businesses.

— Considered arange of operational matters
that had impacted the business and its
supply chain during the year, including
price investment in Food, volume growth,
availability and waste,

- Discussed supply chain operations and

performance, particularly over peak trading

weeks and inlight of the extreme pressures
caused by the Covid-19-driven lockdown,

Transformation programme @9 @

- Received updates from the famity of
businesses on progress in delivering their
key transformational programmes.

- Considered the significant strategic
milestones reached during the year,
challenges faced and solutions or
mitigating actions identified.

+ For more detail, seep? top9

Digitaland Data 99 @

- Discussed development of the Digital
First strategy to review Sparks, build a
leading customer database and achieve
one third of UK sales online.

+ For more detail, see p17

FINANCIAL UPDATES

Organisation 90 0@

— Received updates on director-level and

senior leadership appointments and
future resource requirements.

Received updates on the development of
the new HR operating moded, including
increased digitisation, recruitment activity,
the leadership framework and store
management succession.

Discussed the ways in which the business
was equipping and supporting colleagues
to deliver the transformation strategy,
including improvements to induction
processes, reworked colleague surveys
and the role of BIG.

+ For more detail, see p18-p19

Capital, costs and budget 00 @@

= Reviewed the Croup’s liquidity position, cost

base and capital expenditure requirements
for key projects, assessing opportunities
for potential savings to deliver £350m in
repeatable cost savings by 2020/21.

- Discussed performance vs budget during
the year and agreed the budgets For each
of the family of businesses for 2020/21.

— Discussed and agreed the Three-Year Ptan.

- Considered the impact of Covid-19-driven
changes to the consumer, economic,
governmentat and regulatory tandscape
onthe 2020/2) financials, including realistic
downside scenarios.

+ For moredetail, see ps and p27-p31

Cash flow and dividend @@

— Reviewed cash flow, dividend cover and
shareholder returns, particularly in the
context of the rightsissue and, later, the
impact on the business of Covid-19, and
agread that no final dividend in respect
of 2019/20 and no dividend inrespect of
2020/21 would be paid.

+ For more detail, see p32

Regulatory and reporting @®

— Reviewed and assessed updated market
guidance on company performance at
key points throughout the year.

— Discussed theimpact of IFRS 16 on the
Company's financial reporting.

= Approved the rights issue prospectus.

GOVERNANCE

Risk 00009
- Reviewed the Croup Risk Profile twice during

the year with a focus on the Group's key
internal and external risks, particularly risks
arising through changes to the business and
areas in which new risks were emerging.

Agreed the principal Group-level risks and
the appropriate mitigating actions.

Engaged in regular robust debate in respect
of the Group's risk tolerance, the severity

of theidentified and agreed risks and the
facters contributing to any subsequent
re-evaluation of their placement in the
Croup Risk Profile.

+ For more detail, see p33-p42

Board Review @

— Supported the externally facilitated
Board Review, with findings in respect
of the Board's effectiveness and actions
to be discussed indepth on conclusion of
the evaluation process,

+ For more detail, see p56

Board succession and diversity @

- Considered and reviewed the Board's
composition and succession needs and
received updates on the search fora CFO.

— Approved the appointment of two new

Internal governance processes @

— Approved a new Group-wide Code
of Conduct.

— Approved changes to the Group Delegated
Authorities to support the Family of
accountable businesses operating model.

+ Formore detail, see p60-p61

Regulatory disclosures 9@ ®

~ Reviewed and approved, according to the
Augit Committee’s recommendations,
the Annual Report and Accounts, Notice
of Meeting, Half and Full Year Results

ACM @
— Approved the resolutions to be putto

shareholders at the AGM.

Agreed to deliver a Hybrid AGM in 2020
following the success of this approachin
2019 andin light of measures introduced
by the government in response to the
Covid-19 pandemic.

Reviewed specific issues raised by
shareholders throughout the year

to be addressed in the Chairman's

AGM statement.

+ For more detail, see p183 to p197

w

ERNANS

ooV

announcements, Modern Slavery Statement
and annual Groceries Code Adjudicator
(GCA) Compliance report.

non-executive directors.
-~ Approved the revised Board Diversity Policy.
+ For more detail, see p57-p58

Board Involvement Programme @

~ Agreed the Board Involvement Programme
to enhance the directors' engagement with
and understanding of different areas of
the business.
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- GOVERNANCE IN ACTION

COVID-19 RESPONSE

The Covid-19 pandemic has been unprecedented in scale and pace of impact and has changed the way people around the world live
their Lives. Significant decisions and adjustrments have had to be made by organisations on a daily basis and M&S has been no
exception, with quick actions required in each of its family of businesses to respond to a constantly changing and uncertain situation.
These pages examine the governance behind M&S’s response to Covid-19 to date, focusing on our response to four central issues:
Colleagues; Customers and Business Continuity; Supply & Demand; and Balance Sheet Resilience.

HOW THE EVENTS UNFOLDED

OURRESPONSETEAMS

Covid-19 emerges
andreaches Europe

¥
29 JAN
UK’s first two patients test positive
30Jan

WHO declares a global
health emergency

23FEB

Italy sees a major surgein cases
and introduces strict measures
tolock down towns in Lombardy

Early UKimpact

28 FEB

UK confirms first case of the

illness passed on inside the country,
and the global stock markets have
their worst week since the 2008
finandcial crisis

1 MAR

WHO declares the virus a pandemic
16 MAR

UK government begins
daily press briefings on their
Covid-19 response

20 MAR

MRS issues Reguiatory News
Service (RNS) announcement
onits Covid-19response

UK lockdown begins
t

23 MAR
UK lockdown measures announced
2APR

Worldwide cases of Covid-19
passes 1 million

I5APR
Worldwide cases of Covid-19
passes 2 million

Extended lockdown

20APR

UK lockdown measures
extended by another 3 weeks

28 APR

MAS issues RNS ahnouncement
on strengthened liquidity

L1 Marks and Spencer Group pic

130VLS

T30VIS

. Board

The Board has led the business's Covid-19
response —it has directed senior teadership
to consider all scenarios associated with the
pandemic, reviewed and considered potential
response options, and set expectations for
M&S's approach with each of its stakeholders
and the community at large. The Board hag*
calledd upon the M&S Crisis Management and
Government Relaticns Teams to review and
update thenn on the government’s social-
distancing requirements, business supgort
measures, and policies affecting M&Sas a
listed business, and directed them on how to
respond accordingly. Since the World Health
Organization declared the virus a pandemic,
the Board has had additional meetings by
phone or online at least weekly to monitor
the Company's ongoing response.

@ operating Committee (OC)

As M&S's senior leadership tearm with
responsibitity for the day-to-day operation
of the business, the OC has overseen the
businesg’s Covid-19 response under the
guidance of, and as directed by, the Board,
From reviewing imnmediate cost reduction
plans to preserve liquidity, ta consulting
with BIG to determine cotleague furloughing
proposals, the OC has continued to take
operational decisions in line with the
Board's strategic approach, ensuring

that the Board can remain focused on the
long-term strategic issues and decisions
associated with the pandemic.

. Disclosure Committee (DC)

The DC exists to moniter the presence of
inside informaticn, ensuring that the Cormpany
adheres to the Market Abuse Regulations
and fulfils its obligations as alisted Company
to announce inside information as soon as
possible. The DC has beeninstrumentalin
reviewing the financial impacts of the virus
onthe business as these become cClearer
alongside the patential price sensitivity of
this information on the Company's listed
securities, $o that market announcements
can be made promptly.

. Business Involvement Croup (BIC)

BIG is the mechanism by which the colleague
voice is heard by the Board and senior
leadership and has therefore ensured that
colteagues are consulted and kept informed
at every stage of the business’s response.
The National BIG Chair has attended CMT
meetings throughout the crisis.

. Crisis Management Team (CMT)

The CMT is a standing body with
representatives fromall areas of the
business: Business Continuity, Corporate
Communications; Clothing & Home; Food;
International; Sourcing; HR; IT; Dotcom;
Retail; Property; Legal; Insurance; Internal
Audit; Finance. It has been responsibte for
determining and directing the actions
required to mirémise impact on the business's
operations, and has provided the OC and
Board with regular updates on its progress,
which inctuded the immediate closure of all
Outlets stores and Clothing & Home sections
of full-line stores inresponse to the UK's
lockdowh measures, and implementing
social distancing and safety measuresin all
distribution centres and stores to ensure
their continued operation. It has met regularly,
often daily, to ensure that the business is
reacting to the crisis in a timely manner.

. Government Relations Team (GRT)

Initially, the GRT ctosely followed the
government’s position in relation te the virus,
ensuring that the Board was well informed

of all changes. As the pandemic progressed,
the GRT's role has evolved ta liaising directly
with government departments to help shape
virus-related policies impacting M&S as a
retailer and as a listed company.

OUR RESPONSE IN NUMBERS

Board meetings 1 2
CMT meetings 51
Colleague

announcements 70
Market updates 2
Value of product o

and cash donations £928k
Charity

T-shirts sold 65k
Meals donated

to Neighbourly 1.29m
Charity bags

far life sold 405k

* Figures as at \4 May 2020,



Covid-19 emergesand
reaches Europe

Colleagues

@ Crisis Management Team

When Covid-19 reports emerge and lockdown
measures are imposed in

China and Hong Kong, sourcing offices

are closed and communications are issued to
them, updating therr an health and safety
measures and thanking them for their efforts
in mitigating the impact

on the Clothing & Home supply chain

while working from home to keep the

chain moving.

@ Government Relations Team

Begins to liaise with UK government to
determine what their position is on travel,
ensuring that we adhere to their advice

and can make preparations for any impending
changes.

@& Crisis Management Team

Cancels all business travel of colleagues and
suppliers to and from affected areas
in Hong Kong and China.

(ustoners and
Business (ontimuityy

@ Crisis Management Team

Reviews potential sourcing impacts and
considers actions required to redirect
sourcing from Southeast Asia to Turkey,
toensure continuity of availability for
customers, Ensures that all support

centre colleagues have appropriate and
up-to-date rermote working software on their
laptops.

Supply & Demand

& Board

Considers potential Clothing & Home product
supply issues from China when Covid-19
reports emerge in the press,

and directs the senior Lleadership team
toinvestigate.

@ Crisis Management Team

When the team is established, it begins

to take actions to review supply chain,
inbound goods and raw maternials sourcing,
including alternatives from countries as
yet unaffected.

Badance Sheet Residience

® Crisis Management Team

Begins reviewing the financialimpact of
prirary and secondary supplier and supply
chainissues, and the costs associated with
strategically pivoting sourcing away from
Southeast Asia to Turkey.

| 29 JAN
EarlyUKimpact

| 28 FEB

Colleagues

@@ Crisis Management Team &
Operating Committee

First UK colleague communications are
issued on 4 March informing them of initial
steps the CMT has been taking: sanitiser
gel units rolled out to colleague entrance
and exit points across stores, support
centres and distribution centres; business
travel to high-risk countries restricted,
and meetings with visitors from high-risk
countries switched to take place digitaity
to prevent travel; all support centre
colleagues requested to take laptops and
chargers home daily in case they need te
work from home at any point. A dedicated
intranet site is also established to provide
colleagues with all the latest guidance in
one place.

@® Government Relations Team &
Operating Committee

Following closely the government
guidance to ensure that the business
canrespond. When advice ernerges on

12 March for individuals to self-isolate if
they have any symptoms of the virus,
colleague communications are issued
immediately to notify colleagues that
anyone needing to self-isolate willde so
on full pay. Support centre colleagues are
encouraged to start working fromhome.

@ Board

Reviews ali colleague communications
and emphasises importance of clarity.

Customers and
Business (onbinuity

@® Government Ralations Team
Begins daily meetings with the
government and leaders of other major
retailers to ensure that customers
continue to get the food they need,
and we can collaboratively speak to
customer’s about the need to shop
consideratety. The ME&S Legal team
assists with coordination of activity
across the food retail sector while
remaining mindFful of competitioniaw.

® Crisis Management Team

As support centre colleagues are
encouraged to work from home, the CMT
works with senior leadership to ensure
that plans are in place to enabte remote
working white continuing to trade and

to support stores and the supply chain.
Also looks at ways that stores can help
vilnerable customers and NHS workers,
and implements special shopping times.

Supply & Demand

@ Disclosure Committee

Discusses on4 March recent Covid-19-
driven market volatility and challenging
trading conditions, including arecent
drop indemand, and the impact of these
on the Company's forward guidance.

An update is received from a broker noting
that the market is reacting to high levels
of uncertainty. The DC agrees that it
does not currently have any certainty on
trading conditions or outturn, to provide
the market with a precise update.

@& Board

Receives an update on Covid-19 from
all areas of the business at its meeting
on 12 March and directs the business to
continue its Focus on scenaric planning,
agreeing that it will now meet more
frequently to receive updates:

- International business has experienced
significant decreases in demand in
February due to social-distancing
measures, particularty in Hong Kong
and Singapore, and is workingwith all
franchise partners and joint ventures
to ensure that social distancing and
lockdown restrictions imposed in each
country are adhered to.

—- Clothing & Home has been working
closely with suppliers to mitigate the
impact of the virus on sourcing; China
production for delivery in March and
April has been delayed by 2-4 weeks
and 30% of Bangladesh production for
delivery between Aprit and June bas
been delayed by 4-6 weeks. So far,no
demonstrable impact on Clothing &
Home sales, but customer behaviour
is being monitored.

— Food has been reviewing the risks to
packaging and raw material sourcing
to understand contingency options.
Againthough, no evidence of impact
to sales in February other thanin
sale of anti-bacteriat products, but the
first week of March saw anincrease in
sales of certain groceriesand
househeld goods.

— Ocado Retail has seen a spike in order
volumes in the first week of March,

@ Disclosure Committee

On 17 March, the DC continues its
considerations of the recent impact on
trading ahead of the Board meeting on
18 March, noting that the impact is not
yet clear, but could be significant.

A project list is created for individuals
considering the financial impactof the
virus on the business, and a broker update
is received noting that all businesses
are experiencing the same trading

and earnings impact, and therefore
the Company’s liquidity and Business
Continuity arrangements are of
increased interest for the market.

i
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GOVERNANCE IN ACTION CONTINUED

Early UK impact continued

@ Board

Receives an update on UK trading on

18 March, noting that there has beena
material decline in sales in Clothing &
Home, and improved trading in Food.
The Board considers a draft RNS to
update the market on these trading
changes, noting that theimpact on the
forecast results is not yet clear, and
therefore requests further clarity on
trading impact and broker feedback.
Delegates authority to the DC once
impact s finalised to reviewand
approve anRNS,

@ Disclosure Committes

Onthe evening of 19 March, DC receives
finalised figures for review on the impact
of Cavid-19 on the 2019/20 profit cutiook
and agreaes that inside information

now exists. Reviews an updated draft
RNS and approves its publication on

20 March at 7am.

Badance Sheet Resilience

@@ Crisis Management Team &
Operating Committee

At direction of the Board, the CMT and
OC begins scenario planning exercises
on the 2020/21 budget.looking at an
anticipated tockdown and drop in
demand - OC focuses on adjustments
that can be made to anticipated
expenditure in order to conserve
liquidity in the near term,

@ Board

Reviews on 18 March the CMT and
OC's proposals for building resilience

in the balance sheet for 202021 alongside

a draft NS to update the market on

these changes:

— Capex: Significant reduction in the
budgeted capital expenditure for
2G20/21 fromup to £400m down
toc.£140m.

52  Marksand SpencerGroup ple

— Opex: modelling across the business
ongoing, but options being explored
are focused on Clothing & Home supply
chain - canceliing, amending or
deferring supplier orders,

— Liquidity: revolving credit Facility (RCF)
debt covenants reviewed to ensure
accessto the £1.1bn Facility. Board also
considers the merits of the Cormpany
applying to the Bank of England’s
Covid Corporate Financing Facility
(CCFF), and directs the GRT & CMT
to investigate and complete the
next steps required to do so.,

~ Non-payment of a Final Dividend:
Board considers whether thisis a
prudent approach, and requests that
further clarity be provided on the
guantum of saving expected by not
paying a dividend. Board delegates
authority to a sub-committee to decide
on the dividend approach, and to the
DC to review and approve an RNS
announcing these changes.

@ Disclosure Committee

On 18 March, RC notes that the Board
has directed the business to investigate
eligibility and application to the CCFF.
A projectlist is created for individuals

working on this application given the

potential commercial sensitivity of
the information.

® Disclosure Committee

Following approval by the Board's
sub-committee on the approach not
to pay afinal dividend, on the evening
of 19 March the DC reviews an updated
draft RNS and approves its publication
on 20 March 7am.

UK lockdown begins

| B

 Colleagues

@ Covernment Relations Team

After the UK's Coronavirus Job Ratention
Scheme is announced on 20 March, the GRT
reviews the applicability of the scheme to
MES colleagues.

@® Crisis Management Team &
Qperating Committee

Following announcement of UK lockdown
rmeasures on 23 March and closure of non-
essential stores, CMT works immediately to
ensure 2ll Outlets are closed from 24 March,
All 5imply Food stores, standalone Food Halls
and distribution centres continue to operate,
with new social-distancing measures in place.
Fuli-line stores also remain open, but Clothing &
Home sections are packed down, with ait
colleagues supporting Food teams,

@ ® Covernment Relations Team &
Crisis Management Team

At the direction of the OC and with assistance
from the M&S Legal team, reviews the
applicability of the Coronavirus Job Retention
Scheme and conducts a week of consultation
with colleagues through the BIG network to
ensure that furloughing can take place ona
voluntary basis as far as possible.

@ Board

Having been reviewed and approved already

by the OC, and following consultation with BIG,
the Board reviews on 26 March the GRT and CMT's
initial proposals for store colleague furloughing.
25,000 store colleagues are graduazlly placedon
furlough on full pay over the next week, with
colteagues continuing to work receiving a 15%
uplift in pay.

®® Covernment Relations Team &

Crisis Management Team

At the direction of the OC, reviews the

extent towhich the Coronavirus Job Retention
Scherne can be applied to support centre

staff too, consulting with senior leadership

to evaluate workioads and BIG to consider
colleague concerns.,

& Board

Reviews on 9 April the proposals for furloughing
support centre colleagues. In stages starting
from 14 April, 1,000 colleagues are ptaced on
furlough on 80% of salary. Those still working
will receive an equity grant via the Company’s
Restricted Share Plan equivalent to 5% of their
salary for the furlough period. This ensures
consistent treatment of all colleagues, by
maintaining a 15% differential in pay between
those working and those on furlough.



Extended lockdown

Customers and
Business Continuityy

@ Crisis Management Team

Following announcement of UK lockdown
measures on 23 March and closure of
non-essential stores, CMT works
immediately to ensure all Outlets

are ctosed from 24 March.

® Operating Committee

Directs the CMT and GRT to review ways in
which M&S can support its communities
and the NHS.,

@ Crisis Management Team

Work continues with assistance from

the M&S Legal team to ensure that
appropriate social-distancing measures
are in place in stores and distribution
centres, to protect our customers and
colleagues and ensure that they can
continue to operate while complying

with health and safety laws, government
guidance and new social distancing
Llegislation in Wales and Scotland: 2 metre
queuing systemsin place; sneeze screens
installed at tills; extra cleaning; extended
contactiess limit and use of the Mobile
Pay Go shopping app to additional stores.

@ Crisis Management Team

Implements measures to support
communities and the NHS, using
colleague suggestions from ‘Suggest

to Steve’ and through the BIG network,

in addition te advice from the GRT which
has been consulting with the government
on how MES can help:

— Donating thousands of “We are the
NHS" T-shirts for the uniform pack of
the NHS Nightingale frontline team.

— Donating free clothing care packs
for patients discharged from NHS
Nightingale London,

= Donating 4,000 pairs of pyiamas to
be used as scrubs to NHS Derbyshire,
close to our Castle Donington
distribution centre,

— Delivering nearly 5,000 prepared
meals, sandwiches and treats for
NHS workers at St Mary's Hospital,
Paddington and Creat Ormond
Street Hospital, every week for the
rext two months.,

~ Added NHS Charities Together, the
National Emergency Trust and
Neighbourly's Covid-19 Community
Fund as charities on our Sparks card
programme, so that customers can
select themn as their Sparks charity and
MES will donate every time they shop.

Suprly & Demand

@® Board

Continues to receive at least weekly
updates on supply and demand issues.
Demand continues to be the key focus:

— The closure of all Outlets and Clothing
&Home sections of stores has
significantly impacted Clothing & Home
sales, and while sales online continue to
operate this has not closed the gap.

= Food trading has been unpredictable
andwhile this had initiatly been
significantly up on the prior year,
this was now beginning to decline.

@ Crisis Management Tearn

With demand now the Board’s key
concernin Clothing & Home, and with

UK tockdown measuras announced on

23 March, the CMT works immediately with
the Clothing & Home sourcing teams to
notify all suppliers to halt production

of un-cut items on 24 March. All suppliers
are engaged on measures to try and

defer supply, while committing to

support them:

- Aflproduct shipped before 24 March to
be paid for on normal terms.,

~ Pledged that no fabric willgo to waste
and will be used at a later date.

- Efforts of the Ethical Trading Initiative
and International Labour Organization
to be supported —facilitating the
distribution of emergency relief funds,
and supporting safe working where
manufacturing continues.

- Community projects within our supply
chain to continue to be supported.

Balance Sheetl Resilience

®@® Government Relations Team &
Crisis Management Team

Foltowing the Board's direction, the teams
commence the Company's application
process for the CCFF and review
additional liquidity and balance sheet
strengthening options.

@ Disclosure Committee

Meets on 25 March to note that

Standard 8 Poor's ($&P) and Moody's had
notified the Company that they would
be downgrading the ratings of Marks

and Spencer plc's senior unsecured debt.
Agreas that no market announcement

is required, given that 58P and Moody's
would make their own announcements,
the impact of the downgrades would not
be material to earnings and had already
been cuttined to the market in the rights
issue prospectus issuedin May 2019, and
the significant velume of other rating
actions being taken by S&P in the wake of
Covid-19 rendering this less noteworthy,

Lz

Colleagues

® Board

In its meeting on 20 April, reviews measures
to date on Covid-19, particularly impact
oncolleagues-agrees that colleague
communications should be issued to thank
them for their efforts, wish thosein hospital
quick recoveries, and express condolences
for colleagues who have passed away after
contracting the virus.

Cum Mo{
Business Contimuityy

@ Crisis Management Team

Initiatives to support customers and
comynunities continue:

= Launched a new bag for life design in
support of the NHS, with a thank you
message and all profits going to
NHS Charities Together,

— “Allin This Together” T-shirts are
launched on 23 April and sell out
in the same day, with one sold every
second between Ipmand 5pmon
launch day and all profits going to
NHS Charities Together.

Suprly & Demand

@ Crisis Management Team

Assesses the ongoing impact of a
prolonged lockdown period on supply and
demand and takes the following actions:

= inClothing & Home - assesses warehouse
capacity limits and long-term storage
oaptions for stock, while also ensuring that
Doningtonis receiving a steady supply to
continue trading online.

~ In Food - commits to making immediate
payment to smaller food suppliers, and
launches a new marketing campaign in
support of British farmers.

Badance: Shoet ??&sdwnw

@ Board

Receives confirmation fram GRT & CMT that
the CCFF application has been successful,
The teams have also successfully
negotiated with the syndicate of banks
providing the E1.1bn RCF to substantially
retax or waive covenant conditions for tests
arising until September 2021. Agrees that
the market should be updated on these
liquidity mitigations.

@ Disclosure Committee

©n the evening of 27 April 2020, reviews a
draft RNS and approves its publication on
28 April 7am.
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GOVERNANCE

SBOARD COMPOSITION
AND MEETING ATTENDANCE

BOARD MEETINC ATTENDANCE AND DIRECTOR RESPONSIBILITIES IN 2018/20

Max Linked to

CHAIRMAN possi Ind o T ibilityin 2019/20 remuneration
Archie Nerrman' 10 10 Board governance and

performance, shareholder

engagement
* Considered independent on appointment.
EXECUTIVE DIRECTORS
Chief Executiva 10 10 Strategy and o
Steve Rowe Croup performance
Chief Finance Officer 7 7 Group financial performance, (]
Humphrey Singer {resigned 31 December 2019) IT, investor relations and

data governance
NON-EXECUTIVE DIRECTORS Rols at Board mostings
Katie Bickerstaffe 10 10 (] Independent non-executive directors assess,

. — challenge and monitor the executive directors’
Alison Brittain 10 10 o delivery of strategy within the risk and governance
Andrew Fisher 10 10 [ structure agreed by the Soard.

Andy Halford 10 10 Y As Board Committee members, they also
—— review the integrity of the Company's financial
Justin King 10 10 ] information, recommend appropriate succession
" T plans, monitor Board diversity and set the
Pip McCrostie 6 o hid directors’ remuneration.

* Katie Bickerstaffe became an Executive Director on 27 April 2020 and will step down from the Board at the 2020 ACM.
“* Pip McCrostie was unable to attend the meetings in December 2019 and January, February and March 2020 due to medical reasons.

STANDING ATTENDEES Responsibility

Nick Folland - General Counset and Company Secretary 10 10 Advising the Board on all legal and corporate
governance issues,

David Surdeau - Interim Chief Finance Officer” 3 3 Leads the Finance function and attends Board
meetings in line with the responsibilities of the CFO.

*  Appointed January 2020,

ATTENDED BY INVITATION Role at Board meetings

Sacha Berendji - Retail, Operations & Property Director 5 The Operating Comrittee comprises the

Stuart Machin ~ Managing Director, Food ] f:""“pa'c"y's senior leadership team below Board

- - - " —— evel and is tasked with running the day-to-day

V}Ctona McKenzle-Gogld - [?lrector of Cqmmumcatuons 3 operations of the business and facilitating delivery

Jill McDonald - Managing Director, Clothing & Home™ 2 of the strategy as approved by the Board.

Paul Friston - International Director 4 Members of the Operating Committee attend

Harriet Hounsell - HR Director 3 Board meetings by invitation to present and

Jeremy Pee - Chief Digital and Data Director 5 discuss matters of strategic importance.

Mel Smith - Strategy Director™ 3

*  Rasigned July 2019

** Joined Ocado Retail Limited as Chief Executive in Septerber 2019
Note: The tables above provide details of scheduled meetings held in the 2019720 financial year,

BOARD MEETINGS HELD IN 2015/20

The Board held 10 scheduled meetings
during the year, and individual attendance
is set out above. Additional unscheduled
meetings were held as and when

required, for example in response

to the Covid-19 pandemic.

Sufficient time is provided, periodically,
for the Chairman to meet privately with
the Senior Independent Director and the
non-executive directors to discuss any
matters arising.

© Forinformation on what the Board did
during the year, see p48-p49 and pS0

Monitoring non-executive director independence

The Board reviews the independence of
its non-executive directors as part of its
annual Board Effectiveness Review,

The Chairman was considered to be
independent on appointment andis
comemitted to ensuring that the Board
comprises a majority of independent
non-executive directors who objectively
challenge management, balanced against

the need to ensure continuity on the Board.

The Company maintains clear records of
the terms of service of the Chairman and
non-executive directors to ensure that

they continue to meet the requirements

of the UK Corporate Governance Code

(the “Code”). Neither the Chairman nor any of

the non-executive directors have exceeded

the maximum nine-year recommended

term of service set out inthe Code, with our

longest-serving non-executive director,

Andy Halford, having served less than eight

full years on the Board.

As such, the Board considers that all of its

non-executive directors continue to

demonstrate indepercience.

© Forinformation on the skills and
experience of each director, see p46-p47
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GOVERNANCE

L EADERSHIP
AND OVERSIGHT

THE BOARD

The Role of the Board

The Beard is responsible for establishing
the Company's purpose, values and
strategy, promoting its culture,
overseeingits conduyct and affairs,

and for promoting the success of

the Company for the benefit of its
members and stakeholders.

It recognises that it has a wider duty

to abroad community of stakeholders
whose supportis essentiat, and that

the business has impact on cotleagues,
customers, shareholders, suppliers and
the communities in which it operates.
Pages 20 and 21 of the Strategic Report
highlight how the Board and has sought
to effectively consider and engage with
our shareholders and stakeholders.

The Board discharges some of its
responsibilities directly and others
through committees and senior

rmanagernent. Terrns of Reference for the
Board and its committees are available in
our Governance Framework, published

onmarksandspencer.com/thecompany.

The Boagd agrees, and has collective
responsibility for, the strategy of the
Company, which is outlinedin the
Strategic Report on pages 2to 43.

Execution of the strategy and day-to-
day management of the Company's
business is delegated to the Operating
Committee, with the Board retaining
responsibility for overseeing, guiding
and holding management to account.
The Board is also responsible for:

— Assessing, monitoring and promoting
the Company's cuiture, and ensuring
that this closely aligns with its strategy.

— Ensuring the necessary resources are
in place for the business to meet its
strategic objectives.

— Establishing workplace policies and
business practices that align with the
Company's cuiture and values and
support its strategy.

— Overseeing the implermentation of a
robust controls framework to allow
effective management of risk. Much of
this work is delegated to the Audit
Committee (see pages 59 to 65).

— Effective succession planning for key
senior personnel, much of which is
delegated to the Nomination
Committee {see page 57).

While the above summarises the key
areas of Board responsibility, it is not
intended to be exhaustive, More detail
or this, together with information on the
roles of individual Board members, is
provided below and covered in more
depth by the Schedule of Matters
Reserved to the Board, available at
marksandspencer.com/thecompany.
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SUPPORTINGC COMMITTEES AND

}
PRINCIPAL BOARD

BUSINESS BOARDS > COMMITTEES
~ FoodBoard - Disclosure Committee The Principal Committees support the Board in discharging its duties and delivering
- Clothing & Home ~ Operating Committee sustainable shareholder value over the longer term. The Chairs of each Committee
Board provide an update on its activities at each Board meeting following any Committee
. - Investment meeting. The primary responsibilities and areas of competence of each Committee
- International Board Committee are summarised below,
— Retail & Property - Property Committee
Board Audit Committee Nomination Remuneration
There is clear delegation and oversight from the — Monitor integrity of Committes Committee
Board to the Supporting Committees and Business financial statements — Review Board - Remuneration
';Boa_rlds, ::)ren_gtpenmg decision-making acrossthe - Reviewinternal + compositionand policy
amily of businesses. controls diversity - Performance-linked
— Maintainrelationship - Propqse new Board pay schemes
with auditors appointments ~ Share-based
° For more detail, — Monitor Board incentive plans
see pS9-p65 successionneeds © Formoredetail,
@ Formore detail, see p66-p92
see pS7
BOARD ROLES

Executive directors

Non-executive directors

Senior Independent

Chairman Chief Executive

The Chairmanis accountable  The Chief Executive is

to sharehotders For the accountabte to the Board
effectiveness of the Board for all aspects of the

and that it builds a sustainable  performance and
businessthrough consistent,  management of the Group.

profitable growth, taking
account of theinterests of
wider stakeholders. The
Chairman promotes the
highest standards of corporate
governance, assisted by

the Company Secretary.

This includes developing
business strategies for

Board approval and achieving
timely and effective
implernentation while
managing risk.

The executive directors

arg accountable to the
Chairman for their
contribution onthe Board

and to the Chief Executive

for business areas and delivery
of Boarg-approved operating
and capital plans.

The non-executive directors
bring anindependent,
external dimension to the
Board's activities and play
their partinrelation to
strategy, performance,

risk and people.

The non-executive directors
support and constructively
challenge the exegutive team
within the spirit of partnership
and mutual respect.

Annual Report & Financial Statements 2020

Director (S10}

The 5iD supports the
Chairman on all governance
issues including the annuat
review of Board effectiveness.

The SiD provides a
communication channel
between the Chairman and
non-executive directors and,
when required, principal
shareholders including
representative bodies.
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GCOVERNANCE

BOARD REVIEW

The 2020 external Board Effectiveness
and Devetopmental Review was
conducted according to the principles
of the UK Corporate Governance Code
2018 (the “Code”} and the supporting
Guidance on Board Effectiveness, and was
facilitated by Gurnek Bains and Georgia
Samolada of Global Future Partners I
("GFP"). Gurnek Bains, Georgia Samolada
and GFP have no other connection

with the Company. The Company's last
externally facilitated Board Review
process occurred in 2017,

STAGE

GFP were provided with a full briefing on
the objectives of the Board Review by

the Chairman in Jure 2019. In making its
assessment of the Board and principal
committees’ effectiveness, GFP observed
proceedings of at least one Board meeting
and one meeting of each committee.
Electronic access to the papers for these
meetings was provided to CFP in advance
via a secure portal. CFP was also given
access to a full year's-worth of Board and
comimittee papers via this portal tc assist
them in assessing the quality of the
information that had been provided to the
Board and committees during the year.

Detailed introductory interviews were
conducted with each Board member
and the General Counsel and Company
Secretary in advance of the Board and
committee meetings observed by GFP.

STAGE 2

Areport was produced by GFP based

their observations and the information
compiled from their Stage 1 interviews,
The recomrnendations presented in

the report were based on the bespoke
objectives set out in the brief and on the
principles of the Code and other corporate
governance guidelines.

STACE3

Secondary interviews were conducted with
Board members and the General Counsel
and Company Secretary at which feedback
was provided on CGFP's observations of the
Board and committee meetings they
attended. These meetings also provided
individual feedback to all Board members
and the General Counsel and Company
Secretary, as well as providing an opportunity
for further discussion of themes that had
emerged from the Stage 1interviews.

56 MarksandSpencer Group plc

STACES OF THE BOARD REVIEW
Stage) Stage 2 Stage 3 Staged
Briefing & Board Discussion with o
observation Results Secondary committee chairs
- collatre!% & interviews Action
One-to-oneinterviews ‘ :";?Jated with Board ‘Boar d discussion’ .p:: o
with Board USSH 9

Note: The above activities were undertaken by Gurnek Bains and Georgia Samolada of Global Future Partners.

* Gurnek Bains and Ceorgia Samolada in attendance.

STAGE4

COMMITYEES

GFP's draft conclusions were discussed
first with the Chairman and thenwith the
whole Board at its meeting in May 2020.
Curnek Bains 2nd Ceorgia Samolada were
present for this discussion, which was
recorded in the minutes of the meeting.
Following the Board meeting, GFP
provided Feedback to the chairs of each of
the principal committees relating to their
committees’ respective performance and
effectiveness. Board members provided
their feedback on the Chairman to the
Senior independent Director {Andy
Halford). The Chairman also received
feedback from all Board members.

BOARD REVIEW INSIGHTS

The review found that the Board
benchimarks well in terms of its overall
composition, its ways of working and the
value it adds to the business. It was
deemed to be well constituted to meet the
transformational challenges ahead and to
address the key strategic decisions that
need to be made about the business.

Frorn a development perspective, the
review highlighted certain areas of focus
that would further lift the performance
and effectiveness of the Board to higher
levels. These were discussed with the
Board and an appropriate action plan
agreed. Additionally, external feedback
was provided to each Board memberin
relation to their individual performance.
It was agreed that developmental support
would be provided to the Board, the
principal committees and individual
Board members.

Board committees were also reviewed
and, overall, were considered to function
wellin terms of their effectiveness,
decision-making and the rigorous manner
inwhich they addressed any issues
brought to their attention.

More detail on the findings of the reviews
of the committees’' effectiveness can be
found on pages 57,61 and 91.

CHAIRMAN

The Chairman was considered to provide
robust leadership for the Board,
strengthening the link between the Board
and senior leadership and driving the pace
of transformation.

BOARD ACTION PLAN

The Board action plan for

2020/21 includes:

— Increasing the level of engagement
between the Board and senior
executives and developing a
mentoring programime.

— Working closely with the senior
executive team on reporting inte
the Board and monitoring of the
transformation programme,

— Developing a clear action planto
track progress against GFP's Board
Evaluation recommendations.

— Modelling an open, high-
performance culture to lead
the culture change of M&S,




COVERNANCE

NOMINATION COMMITTEE

“A strong Board with
diverse and relevant
experience is going
to be critical in the
year ahead”

Archie Norman, Chairman of the
Nomination Committee

COMMITTEE ROLE

REPORT

INTRODUCTION

In my Chairman's governance overview
onpage 44, | noted that this year has

seen a review of the balance of the Board.
This work, undertaken by the Nomination
Committee {the “Committee), ensures that
we have in place a strong Board with diverse
and relevant operational experience, which
is going to be critical in the year ahead for

our accelerated transformationin th
aftermath of Cowvid-19.

During the year, the Committee continued
to focus on the combined skillset and
capabilities of the directors to ensure their
effectiveness in driving our transformation
strategy forward. It also continued to fulfil
its core responsibilities of reviewing the
structure of the Board and cornmittees,
recommending new Board appointments
and ensuring adherence to formal
appointment and induction processes.

At the end of Decembrer, Mumphrey Singer
stepped down as Chief Finance Officer,
having spent 18 months establishing the

financial foundations of cur transformation.

While we undertook our search for a

ACTIVITIES AND EVALUATION

replacement, David Surdeau joined us as
the Interim Chief Finance Officer in January,
and has since contributed to our Covid-19
response measures to cut costs and
strengthen our Lquidity.

More recently, and mingful of the
Company's strategy, the Committee

has sought to enhancesthe Board and
senior leadership's capabilities and
experience of business transformation
programmes. Katie Bickerstaffe started
in her new position as Chief Strategy and
Transformation Director in April and will
be stepping down from the Board at the
ACM in July to focus on her new role. We
welcome Tamara Ingram and Sapna Sood
to the Board, alongside Ecin Tonge as
Chief Financial Officer, in June. I'm sure all
of themwilt add to the Board's strategic
capabilities, having each had hands-on
experience of delivering transformation.

Finally, we extend our sincere thanks to
Alison Brittain, who will be stepping down
from the Board prior to the AGM in July
following six years of service.

The Committee reviews the leadership
and succession needs of the organisation
and ensures that appropriate procedures
are in place for nominating, training

and evaluating directors. Due regard is
given to the benefits of diverse senior
leadership, including gender, social
hackground and ethnicity.

In addition, the Committee ensures

that the Group's governance facilitates
efficient, effective and entrepreneuriat
management that can deliver
shareholder value over the longer term.

COMMITTEE MEMBERSHIP

The Committee comprises the non-
executive directors and is chaired by
Archie Norman, with members of
executive management invited to
attend meetings as appropriate.

Details of individual attendance at the
meetings held during the year are set out
below. More information on the skills and
experience of all Committee members
can be found on pages 46 and 47.

More infi 1on the N
Committee is available in eur fult disclosure
of compliance with the UK Corporate
Governance Code at marksandspencer.com/
thecompany.

During the year, the Committee
recommended the appointments of
David Surdeau as Interim Chief Finance
Officer, Katie Bickerstaffe as Chief
Strategy and Transformation Director
and Ecin Tonge as Chief Financial
Officer. It also engaged in the

ongoing search for new non-executive
talent, culminating in appointment
recommendations following the year
end, in addition to supporting the search
for, and development of, senior talent.

MEETINCS HELD IN 2019720

The Committee’s performance was
reviewed as part of the 2019/20 externally
facilitated Board Evaluation, which is
covered on page 56. The review
estabtlished that the Committee
functions wellin terms of planning
succession to Board roles and other
senior positions. Developmental
feedback and support has been provided
as part of the evaluation process.

;

Momben st

Moawimum
possitlae

mestings

Archie Norman 1Sept 2017 7 7
Katie Bickerstaffe' 10 Jul 2018 6 7
Alison Brittain 1Jan 2014 7 7
Andrew Fisher 1Dec 2015 7 7
Andy Halford 1Jan 2013 7 7
Justin King 1Jan 2019 7 7
Pip McCrostie? 10 Jul 2018 3 7

1. Katie Bickerstaffe was not required to attend the meeting on 4 February 2020.
2. PipMcCrostie was unable to attend Four Committee meetings due tomadical reasons.
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NOMINATION COMMITTEE REPORT CONTINUED

BOARDDIVERSITY POLICY

Our objective of driving the benefits of
a diverse board, senior management
team and wider workforce is
underpinned by our Board Diversity

PROGRESS UPDATE

Policy (the “Policy™), which can be
viewed on our corporate website.
The Board keeps the Policy under
review to ensure that it remains an

effective driver of diversity inits
broadest sense, having due regard to
gender, ethnicity, social background,
skillset and breadth of experience.

Maintain a level of at least 30% female
directors on the Board over the short
to medium term.

The Board's minimum target has been
achieved and maintained throughout the
course of this year. Three of our current
Board directors are women which, at the
start of 2019/20, amounted to 33% of

our Board. With the resignation of
Humphrey Singer in December; this
increased to 38% of the Board.

Two non-executive directors will soon
join the Board, alongside our new Chief
Financial Officer, white two of our current
non-executive directors will be stepping
down. Oncethese changes have taken
place, the Board's minimurm target level
of 30% fernale directors will continue

to be maintained {33%).

The Board remains cornmitted to its
minimum 30% target for female
representation and is also pleased to
have met and maintained the target
set out inthe Hampton-Alexander
Review of 33% fermnale representation
by 2020. Setting these targets aside,
the Committee will continue to make
recommendations for new appointments
to the Board based on merit, with
candidates measured against objective
criteria and with regard to the skills
and experience they offer.

Our principtes and targets for Board
diversity also apply to cur Cperating
Committee, and currently three
members of our Operating Committee
are women from a total membership

of ten (30%). The Board continues to
strengthen the pipeline of senior fermnale
executive talent within thebusiness, and
to ensure that there are no barriers to
wormen succeeding at the highest levels
within M&S. More information on

the gender balance of our senior
management can be found on page 19.

Appoint at Least one director from

an ethnic minority background to

the Board by 2021.

With regard to the recommendations of
the Parker Review Committee, the Board
has been committed to achieving ethnic
diversity on the Board as well as gender
diversity. With the appointment of Sapna
Sood in June, this target witl be met.

@ see ptofor further information
on diversity across M&S
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Assist the development of a pipeline of
high-calibre candidates by encouraging
adiverse range of senior individuals
within the business to take on
additional responsibilities and roles

ta gain valuable Board experience

(such as non-executive roles).

The Board supports and encourages
initiatives that strengthen the pipeline
of executive talent in the Company.

It continues to learn from existing
programmes, while introducing new
initiatives to provide development
opportunities to drive the quality of
talent throughout the business. Key
activities include:

— Acomprehensive talent review
presented to the Beard, mapping
successional candidates and
opportunities across all senior roles,

- Initiatives for high-potential talent to
broaden their skillsets and experience
and prepare them for future senior
roles; for example, through boardroom
exposure, non-executive and trustee
roles outside of M&S and involvernent
in our Leadership Programme.

- Senior management mentoring
schemes and engagement forums
sponsored by Board directors and
Operating Committee members.

Only engage executive search firms
who have signed up to the Voluntary
Code of Conduct for Executive Search
Firms on both gender and ethnic
diversity and best practice.

The Board supports the provisions of the
Voluntary Code of Conduct for Executive
Search Firms and only engages executive
search firms who are signataories to this
code. During the year, our work on
succession was supported by The MBS
Group and Russell Reynolds, neither of
which have any cther connection with

the Company aside from the provision

of recruitment services.

Ensure non-executive directors

‘long lists’ refiect the Board's diversity
commitments in respect of gender and
ethnicity, as set out in this policy.
Alllong lists of potential appointments
include at least 50% Fernale candidates,
and we are committed to ensuring

that candidates from all ethnicities

are considered.

Consider candidates for appointment
as non-executive directors from a wider
pool including those with little or no
previous FTSE board experience.

During the year, the Nomination
Committee discussed non-executive
director appointments and succession.

It worked closely with executive search
agencies in compiling tong and short tists
of candidates from various backgrounds 1
and industries. Candidates were
identified, interviewed and measured
against pre-determined criteria.
Although we do not currently openly
advertise our non-executive director
positions, we keep this under review.

Report annually against these
objectives and other initiatives

taking place within the Company
which promote gender, social and
ethnic diversity.

Diversity and inclusion have continued
to be promoted across the business with
a number of initiatives, including:

— Employee-led networks on gender,
ethnicity (BAME), sexual orientation
(LGBT+), and disabilities and health
conditions. This year, we held our
fourth Diversity & inclusion festival,
engaging thousands of colleagues
across M&S,

— Continued involvement in the 30%
Club, an organisation committed to
increasing fernale representation on
UK boards.

~ Launch of the Breakthrough Leaders
programme aimed at developing
and accelerating the progression
o!f diverse talent in the business.

-~ Activeinvolvement in key campaigns
including LGBT+ Pride celebrations,
international Women's Day, Black
History Month, National Inclusion
Week, Mental Health Awareness Week
and World International Day of
Disability, raising awareness and our
profile as an inclusive place towork.

-~ Marks & Start and Marks & Start
International programmes continue to
support young people, the homeless,
lone parents and those with disabilities
in finding work in our stores and
distribution centres.
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AUDIT COMMITTEE REPORT

“The Committee
fulfils a vitalrole
inthe Company's
governance
framework, providing
valuable independent
challenge and
oversight.”

Andy Halford, Chairman of
the Audit Committee

COMMITTEE MEMBERSHIP

INTRODUCTION

As Chairman of the Audit Committee

{the "Committee®), | am pleased to present
the Committee’s report for the year ended
28 March 2020. These pages outline

how the Committee discharged the
responsibilities delegated to it by the
Board over the course of the year, and the
key topics it consideredin d?ing $0.

While the Committee’s core duties were
unchanged, it reviewed the Company’s
systems of internat controt and risk
management extensively this year, as part
of the Group's revised risk review process.
This included providing valuable advice
and oversight for the establishment of
Ocado Retail Limited's systems of internal
control. The Committee also reviewed
and approved a new Code of Conduct
and control framework for rmonitering
compliance with Group policies. Each of
these activities, and our ongoing review of
them, help to steer the Company towards
improving the maturity of its internal
controls and compliance processes.

Of course, our review of the Company's
risk management processes became
increasingly critical towards the end of
the financiat year with the emergence of
Covid-19 and the risks that this posed: to
the health and safety of our colleagues
and customers around the world; to our

MEETINGS HELDIN 2019/20

supply chain in Asia; and then ultimately
to the demand for our products and
ability to operate our stores. While the
Board has managed the Company's
response to mitigate these risks, which

has been explored on pages 50to 53,
Committee members have provided
senior leadership with additional
knowledge and'advice when censidering
mitigating controls and disclosure
implications. The Committee has also,

and will continue to, review the underlying
risk management processes, ensuring that
the impact of the crisis is not compounded
by the realisation of additional risks.

The Committee fulfils a vital rolein the
Company’s governance framework,
providing valuable independent challenge
and oversight across the Company's
financial reporting and internal control
procedures. Ultimately, it ensures that
shareholder interests are protected and
the Company's long-terrn strategy is
supported, which is an ever more crucial
task as we escalate our transformation and
move beyond the Covid-19 crisis. Our thanks
goto Aliscn Brittain for her contributions
over the last six years in ensuring that the
Committee fulfilled its role, as she leaves
the Committee upon her standing down
from the Board prior to the AGM.
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The Committee solely comprises
independent non-executive directors.
Justin King joined the Committee on

4 November 2019. Detailed information
on the experience, qualifications and
skillsets of all Committee members
can be found on pages 46 and 47.

INDEPENDENCE AND EXPERIENCE

The Board has confirmed that it is
satisfied that Committee members
possess an appropriate level of
independence and relevant financial
and commercial experience across
various industries, including the
retail sector.

The Board has also confirmed that it is
satisfied that both Andy Halford and
Pip McCrostie possess recent and
relevant financial experience.

The Committee held five meetings
during the year, with members of senior
management invited to attend and tc
present as and when specialist technical
knowledge was required.

The Committee met without management
present before each full meeting. it atso
met privately with the lead audit partners,
and separately with the Head of Internal
Audit & Risk, after each meeting.

It isimpartant for the Committee
Chairman to fully understand any topics
of particular concern to facilitate

Femiber

meaningful dialogue during Committee
meetings, To suppoert him in fulfilling this
role during the year, Andy Halford met
regularly, on a one-to-one basis, with the
Chief Finance Officer and the Interim N
Chief Finance OFfficer, the Director of

Group Finance, the Head of Internal Audit
&Risk, members of senicr management

and the lead audit partner from Deloitte.

More information about the Audit
Committea is available in our full disclosure
of compliance with the UK Corporate
Covernance Code at marksandspencer.com/
thecompany.

iz

Andy Halford 1Jan 2013 5 5
Alison Brittain 11 Mar 2014 5 E
Pip McCrostie' 10 Jul 2018 4 5
Justin King? 4 Nowv 2019 2 2

1. Pip McCrostie wasunable to attend the meeting on 20 January 2020 due to medical reasens,

2. Justin King joined the Commitiee on 4 November 2019,

Annual Report & Financial Statements 2020 59



AUDITCOMMITTEE REPORT CONTINUED

WHAT WAS ON THE COMMITTEE'S AGENDA IN 2019/20

CORE DUTIES

The Committee undertook the following
core activities during the year:

— Monitored the integrity of the annual
and interim financial statements and
any formal announcements retating to
the Company's financial performance,
with a focus onreviewing the
significant financiat reporting policies
and judgements within them.

— Reviewed the implementation and
reporting of the new IFRS 16
accounting standard.

- Reviewed internal controls and risk
management processes.

— Maintained the relationship with the
external auditor, including monitoring
their independence and effectiveness.

~ Reviewed the effectiveness and
independence of the Internal
Audit & Risk function.

— Reviewed the effectiveness of the
Company's whistleblowing procedures.

— Reviewed and approved the
Company’s statement of compliance
with the Groceries Supply Code
of Practice.

— Reviewed the Board's approach
to assessing the Company’s
long-term viability.

- Assessed whether the Annual Report,
taken as a whole, was fair, balanced
and understandable.

SEGMENTAL REPORTING

This year, in addition to its core activities,
the Committee oversaw the transition in
the Company's reporting methodology
to segmental reporbing, ensuning that
our financial reporting aligns insofar as it
is possible to the structure of cur Group
as a family of businesses. This year's
financial statements on pages N2 to

171 provide the Group's financial results
for the first time by these reporting
segments: UK Clothing & Home,

UK Food, and International.

At regular intervals throughout the year,
the Committee assessed and challenged
the cost allocations and assumptions
used by the senior leadership team

to ensure that the finalised segments
accurately reflect the split of centralised
costs and the value generated by each
reportable segment.

INTERNAL CONTROLS FRAMEWORK

The Committee received updates on
internal controt matters from the Internal
Audit team at each meeting, as part of

its key duty to review the Company's
internal control processes. This regular
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monitoring of the internal control
framework ensured timely identification
of issues and formal tracking of
remediation plans.

Instances where the effectiveness
ofinternal controls were considered
insufficient were discussed during the
year, either by the Audit Committee or
the full Board, and included controls in
relation to the Clothing & Horne Sourcing
Office Operating Framework_ In this
instance, the Committee provided robust
challenge on the standards of controls

in operational areas such as mandatory
training and fire, health & safety, and
encouraged clearer accountabitity for
monitering compliance.

During the year, the Committee
completed its first full cycle of reviews
under the Group's revised risk review
process. The Croup's businesses and core
functions are accountable for managing
their own risks, in line with the Group risk
process, and monitoring their internal
controls, and now provide the Audit
Committee with a detailed annual
update for review. These are outlined
below under Management Updates.

The Committee also noted the internal
controi findings highlighted in the
external auditor’s report and confirmed
that it is satisfied that there is no material
misstatement and that relevant actions
are being takeh to resolve the control
matters raised.

Finally, at the end of the year, the
Committee reviewed improvements

to be made to the Group's overarching
governance and internal control
framework. It approved the publication
of a new Code of Conduct, to replace the
previous Code of Ethics and Behaviours,
and an underlying suite of Group

Policies which set a fioor of minimum
commitments and responsibilities for
business conduct. During the next
financial year, the Cornmittee will monitor
compliance with the Code of Conduct
by tracking reporting against each of

the Croup Policies’ compliance metrics.

MANAGEMENT UPDATES

The Committee received detailed

updates from one or more business areas

at each of its meetings; an overview of
these updates are summarised below.
These presentations are scheduled on a
rolling 12-month basis, with additionat
matters identified by Internal Audit
added throughout the year as they arise.

Cyber security

— Received updates on the maintenance
of adeqguate cyber security systems
and work undertaken to improve cyber
security capabilities.

— Considered lessons to be learnt
from high-profile data breaches
within the market.

- Discussed the Company's approach
to the Payment Card Industry Data
Security Standard and the Payment
Services Directive 2.

Digital & Data

- Reviewed the risks and mitigating

controls identified by the newly formed

Digital & Data function, particularly

in relation to using data effectively in

decision-making, and progressing the

cultural changes reguired to drive the

; digital transformation.

Stores & Property

— Received an update on the changing
risk profile of Stores & Property,
particularly in retation to trading safely
and legally in stores, the UK store
estate transformation programme
and the use of third-party contractors
on censtruction projects.

— Reviewed the actions recommended
by the newly restructured Health &
Safety tearn to mitigate risk within
property construction, maintenance
and facilities management works.

Food

-~ Considered changes to the Food
business’ risks and internal controls,
including improvements in supplier
governance processes to mitigate
GSCOP compliance risk,

= Discussed the emerging risk related
to ensuring adequate planning
and preparation activities for the
Ocado launch.

— Noted the key risks to business
performance and profitability
associated with a “no deal’ Brexit,
and agreed that these required
consideration by the Board.

Bank & Services ¢

- Considered the identified risks
associated with the commercial
partnerships and regulatory
responsibilities managed by
Bank & Services.

Clothing & Home

~ Received an update on the Clothing &
Home business'identified risks and
internal controls, discussing in detail
the supply chain risks and work
undertaken to deliver an efficient and
optimised end-to-end supply chain.

— Discussed the ongoing management
of risks to the Clothing & Home supply
chain in China and Bangladesh
presented by the Covid-19 pandemic,
and the mitigation plans in place to
address the emerging risk of a
significant impact on demand.




AUDIT COMMITTEE EFFECTIVENESS REVIEW

The Committee's performance was
reviewed as part of the 2019/20 externally
facilitated Board Evaluation, which is
covered on page 56.

The review found that the Committee
functions effectively and that issues
are dealt with in a thoughtful, clear and
rigorous manner.

Feedback on the level of chatlenge and
quality of updates provided by the
Committee to the Board was positive.

The Committee was considered to be
operating well in terms of meeting
structure and the levels of engagement

1

provided by its members, with demands

onmembers' time viewed as extensive but

not problematic. The range of assurance
provided to the Board by the Committee
was deemed appropriate. However,
improvements could be made in respect
of the pace with which the businass
actions certain matters following
discussions with the Committee,

The Committee made good progress on
the 2019/20 action plan, particutarly in
relation to increasing the focus on risk

reporting and emphasising accountability

for risk at business unit level.

FAIR, BALANCED AND UNDERSTANDABLE

2020721 ACTION PLAN

— Monitor the effectiveness of the Internal
Audit function and its activities.

— Continue to increase focus on risk
reporting and accountability for
risk at business unit level.

— increase focus on financial and non-
financial controls, including manitoring
effectiveness of the Code of Conduct.

— Meonitor progress of the Company's
wider technology and cyber security
transformation.

At the request of the Board, the
Committee has considered whether,
inits opinion, the 2020 Annual Report &
Financial Statements are fair, balanced
and understandable, and whether they
provide the information necessary for
shareholders to assess the Group's
position and performance, business
rodel and strategy.

The structure of the Annual Report
focusses strongly on the key strategic
messages in the Strategic Report. It was
therefore important for the Committee

to ensure that this emphasis did not dilute
the overail transparency in the disclosures
made throughout the report, which it
knows stakeholders find useful, and that
the messages presented by the business
are both clear and reflective of the
Company as a whole.

The Committee received a full draft of
the report and provided feedback onit,
highlighting the areas that would benefit
from further clarity. The draft report
was then armended to incorporate this
feedback ahead of final approval

The Committee was provided with alist
of the key messages includedin the
Annual Rep'ort, highlighting those that
were positive and those that were
reflective of the challenges from the
year. A supporting document was also
provided, specifically addressing the
following listed points, highlighting
where these could be evidenced within
the report.

When forming its opinion, the Committee
reflected on the information it had
received and its discussions throughout
the year. In particular, the Committee
considered:

IS THE REPORT FAIR?

— Is the whole story presented and has
any sensitive material been omitted
that should have been included?

— Isthe narrative in the reporting on the
business performance in the front of
the report consistent with that used
for the financial reportingin the
financial statements?

— Are the key messages in the narrative
reflected in the financial reporting?

— Are the KPis disclosed at an appropriate
level based on the financial reporting?

1S THE REPORT BALANCED?

~ Isthere a good level of consistency
between the narrative reporting in
the front and the Financial reporting in
the back of the report; and does the
messaging presented within each part
remain consistent when one is read
independently of the other?

~ Isthe Annual Report properly
considered a document for
shareholders?

= Are the statutory and adjusted
measures explained clearly with -
appropriate prominence?

-~ Are the key judgements referred
toin the narrative reporting and the
significant issues reported in this
Audit Committee Report consistent
with the disclosures of key estimation
uncertainties and critical judgements
set out inthe financial statements?

— How do the significant issues identified
compare with the risks that Deloitte
plans toinclude inits report?
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1S THE REPORT UNDERSTANDABLE?

— tsthere a clear and understandabte
framework to the report?

~ Arethe important messages
highlighted appropriately throughout
the document?

- Isthelayout clear with good linkage
throughout in a manner that reflects
the whole story?

CONCLUSION

Following its review, the Committee
was of the apinion that the 2020 Annual
Report & Financial Statements are
representative of the year and presenta
fair, balanced and upderstandable
overview, providing the necessary
information for shareholders to assess
the Group's position, performance,
business model and strategy.
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AUDIT COMMITTEE REPORT CONTINUED

SIGNIFICANTISSUES

The Audit Committee has assessed
whether suitable accounting policies
have been adopted and whether
management has made appropriate
judgements and estimates.

Throughout the year, the Finance team
has worked to ensure that the business is
transparent and provides the required
level of disclosure regarding significant
issues considered by the Committee in
relation to the financial statements, as
well as how these issues were addressed,
while being mindful of matters that

may be business-sensitive.

This section outlines the main areas of
judgement that havelbeen considered by
the Cornmittee to ensure that appropriate
rigour has been applied. All accounting
policies can be found in note 1to the
financial statements. Where further
information is provided in the notes to

the financial statements, we have included
the note reference.

Each of the areas of judgement has been
identified as an area of focus and therefore
the Committee has also received detailed
reporting on these matters from Deloitte.

PRESENTATION OF THE
FINANCIAL STATEMENTS

in M&S Bank charges incurred in relation
to the insurance mis-setling provision;
guaranteed minimum pension and other
pension equalisation; charges relating to
establishing the investment in Ocado
Retail Limited; amortisation and fair
value adjustments arising as part of

the investrment in Ocado Retail Limited;
remeasurement of contingent
consideration inctuding discount
unwind; impairment of goodwill

and a credit categorised as other.

With regards to the Covid-19 pandemic,
this was an area of major focus for

the Committee, which was cognisant of
the need to ensure external disclosures
are fulsome given the significance of
the aggregate values (£335.9m charge}
and the guidelines on the use of
alternative performance measures
issued by the European Securities and
Markets Authority and the Financial
Reporting Council.

@ SeencteSonplzB

PROPERTY MATTERS (INCLUDING
ASSET WRITE-OFFS, ONEROUS
LEASE CHARGES AND USEFUL
ECONOMIC LIVES)

The Committee has considered the

The Committee gave consideration to the
presentation of the financial statements
and., in particular, the use of alternative
performance measures and the
presentation of adjusting items in
accordance with the Group accounting
policy. This policy states that adjustments
are only made to reported profit

before tax where income and charges

are significant in value and/or nature,

The Committee received detailed reports
from managerment outliningthe
judgements applied in relation to the
disclosure of adjusting items. In the
current year, management has included in
this category: directly attributable gains/
{expenses) resulting from the Covid-19
pandemic; net costs associated with the
impltementation of strategic programmes
in relation to UK store estate, organisation,
operational transformation, iT restructure,
UK logistics, charges arising in relation

to changes to pay and pensions and
International store closures and
impairments (the closure of International-
owned businessesy, impairments and
write-off of the carrying value of stores
and other property charges; the reduction
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nents made in relation to the
accounting associated with the Group's
UK store estate strategy. The Committee
received detailed reports from
management outtining the accounting
treatment of the relevant charges
including impairment, accelerated
depreciation, dilapidations, redundancy
and onerous lease costs {including void
pericds). The Committee has reviewed the
basis for the key assumptions used in the
estimation of charges (most notably in
relation to the costs associated with
property exit/sub-let costs, the sale
proceeds expected to be recovered
on exit, where relevant, and the cash
ftows to be generated by each cash- .
generating unit in the period to closure).
The Committee has chatlenged
rmanagement and is satisfied that the
assumptions made are appropriate.
The Committee is also satisfied that
appropriate costs and associated
provisions have been recognised in
the current financial year.

@ Seenotes1,5,15and 22 on pl16, pi28,
pl46 and p163

IMPAIRMENT OF GOODWILL, BRANDS,
TANGIBLE AND INTANGIBLE ASSETS

The Comrnittee has considered the
assessments made in relation to the
impairment of goodwill, brands, tangible
and intangible fixed assets including land
and buildings, store assets and software
assets. The Committee received detailed
reports from management outlining

the treatment of impairments, valuation
methodology, the basis for key
assumptions (e.g. discount rate and
long-term growth rate) and the key drivers
of the cash flow forecasts. Intight of the
ongoing Covid-19 pandemic, the Croup's
cash flow projections over the three-year
strategic plan period have been revised
and include a Covid-19 overlay inyear 1
(the Covid-19 scenario), focusing on

the externat impact of social distancing
measures, and the internally controtlable
mitigating actions the Group is taking to
protect the business. The Committee has
challenged management and is satisfied
that these are appropriate considering the
increased risk because of Covid-19.

The Committee has also understocd the
sensitivity analysis used by managernent
inits review of impairments, including
consideration of the specific sensitivity
disclosures in the relevant notes. In
addition, the business plans detailing
management's expectations of future
performance of the business are Board
approved. The Committee is satisfied that
appropriate impairment of tangible and
intangible assets has been recognised.

© Seenotes1,5,14and 15 on pl16, p128
and p144-148

INVENTORY VALUATION AND
PROVISIONING

As a direct result of the restrictions on
‘non-essential’ trade imposedin response
to the Covid-19 pandemic the Group's
ability to sell through existing Clothing &
Home stock has been significantly
impacted and additional Clothing & Home
inventory provisioning has been required.
The Committee considered the Croup's
current provisioning policy, the impact

of expected future expectations of
selt-through impacting the recoverability
of the cost of inventories held at the
balance sheet date and the nature and
condition of current inventory. This
included reviewing the assessment of the
incremental impact on stock holding and
provisioning related to Covid-19. When
calculating inventery provisions, the
Group has considered the nature and
condition of inventory, as well as applying
assumptions around when trade
restrictions might be eased leading to
resumption of sales. The Committee has
concluded that such are appropriate.

The assumptions have been disclosed
inthe financial statements.

€ seenotes 1and 5on pl16 and p128




SIGNIFICANT ISSUES CONTINUED

GOING CONCERN AND
VIABILITY STATEMENT

The Committee has reviewed the Group’s
assessment of viability over a period
greater than 12 months. In assessing
viability, the Committee have considered
the Group's position presented inthe
budget and three-year plan recently
approved by the Board. Inthe context

of the current chatlenging environment
as aresult of Covid-19, a Covid-19 scenario
was applied to the plan, as well as the
modelling of additional sensitivities.
These were based on the potentiat
financial impact of the Group's principal
risks and uncertainties and the specific
risks associated with the Covid-13
pandemic and the uncertain high street
trading environment. The Committee
has concluded that these assumptions
are appropriate.

The Committee has also reviewed the
Croup's reverse stress test using the
downside scenario three-year plan above.
The Committee has reviewed this with
management and is satisfied that this is
appropriate in supporting the Group asa
Going Concern.

The Committee received regular updates
on the steps taken by management to
secure liquidity for the likely duration of
the crisis and recovery period beyond,
Theseinclude the formal agreernents
reached with the lending syndicate of
banks providing the £1.1bn revolving credit
facility to substantially relax or remove
covenant conditions for the tests arising

in September 2020, March 2021, and
September 2021, and confirmationasan
eligible issuer under the UK Government's
Covid Corporate Financing Facility (CCFF).
The Committeeis satisfied that the
increased liquidity risk because of the
impact of Covid-19 has been reduced by
these measures.

€ seenoteionpli6
RETIREMENT BENEFITS

The Committee has reviewed the actuarial
assurnptions, such as discount rate,
inflation rate, expected return of scheme
assets and mortality, which determine

the pension cost and the UK defined
benefit scheme valuation, and has
concluded that they are appropriate.

The assumptions have been disclosed

in the financiat statements.

© seencteNonplis

REVENUE RECOCNITION IN RELATION
TO REFUNDS, GIFT CARDS AND
LOYALTY SCHEMES

VALUATION OF MARKS AND
SPENCER CROUP PLC COMPANY
ONLY INVESTMENT

Revenue accruals for sales returns and
deferred income in relation to loyalty
scheme redemptions and gift card

and credit voucher redemptions are
estimated based on historical returns

and redemptions. The Committee has
considered the basis of these accruals,
along with the analysis of historical returns
and redemption rates and has agreed with
the judgements reached by management.

© seenote19onplso

SUPPLIER INCOME ¢

The Committee is satisfied that this
continues to be monitored closely by
management and controls are in place
to ensure appropriate recognition in
the correct period. Further control
improvements are plannedin the coming
year. The financial statements include
specific disclosures in relation to the
accounting policy and of the effect of
supplierincome on certain balance
sheet accounts.

@ Seenctelonplle

IFRS16

IFRS 16 Leases is effective for periods
beginning on or after 1 January 2019.

The Group has adopted the new financial
reporting standard from 31 March 2019
and the financial staternents for the

52 weeks ended 28 March 2020 are
prepared under the new standard.

The Group adopted IFRS 16 using the
fully retrospective transition approach,
meaning the comparative period has been
restated on adoption, As a lessee, IFRS 16
removes distinctions between operating
and finance leases and requires the
recognition of aright of use asset and
corresponding liability for future lease
payables. For further details, see the
Accounting policies and Impact of new
accounting standards adopted in the
year sections of the financial statements.
The Committee has received regular
updates from management outlining
the impact of the new accounting
standard, including the judgements and
key assumptions usedin the estimation of
theimpact. The Committee has reviewed
with management and is satisfied that
these are appropriate.

@ Sseenoctes1and 29 on pll6 and p166

Marks and Spencer Group plc holds
investments in Group companies which
are reviewed annually for impairment.
Management has prepared an impairment
review based on estimated value in use of
the Group. As a result of theimpairment
review, an impairment charge has been
recognised in the year (see note C6
Investments on page 175. The Committee
has reviewed management papers
outlining the key assumptions used in
calculating the value in use and is satisfied
that these gre appropriate. 1

OCADO TRANSACTION (VALUATION
OF CONTINGENT CONSIDERATION)

As part of the investment in Ocado Retail
Limited, a contingent consideration has
been recognised in the year. The Group
has estimated the maximum potential
undiscounted amount of all future
payments that the Group couwid be
required to make under the contingent
consideration arrangement. Contingent
consideration, resulting from the
investrment in Ocado Retail Limited, is
remeasured at fair value at each reporting
date with the changes in fair value
recognised in profit orloss. The change
infair value and the related unwind of
discounting is considered to be an
adjusting item as it relates to a major
transaction and consequently is not
considered representative of the normal
operating performance of the Group.

The arrangement has a number of
etements which only become payable

on the achievernent of specific
performance targets, The maost significant
of these is Ocado Retail Limited achieving
a specified target level of earnings in the
financial year ending November 2023.
The determination of the fair value is
therefore based on discounted cash
flows. The key assumptions take into
consideration the probability of meeting
each performance target and the discount
factor. The Committee has reviewed
rmanagement papers outlining the key
assumptions used in calculating the fair
value of the contingent consideration and
is satisfied that these are appropriate.
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AUDITCOMMITTEE REPORT CONTINUED

EXTERNAL AUDITOR

TENURE

Deloitte was appointed by shareholders
as the Group's statutory auditorin 2014
following a formal tender process. The
lead audit partner, Richard Muschamp,
has been in post since the start of the
2019/20 audit, The external audit
contract will be put out to tender at least
every 10 years. The Committee considers
that it would be apprapriate to conduct
an external audit tender by no later
than 2024.

The Committee recommends that
Deloitte be reappointed as the Company’s
statutory auditor for the 2020/21 financial
year. It believes the independenceand ¥
objectivity of the external auditor and

the effectiveness of the audit process

are safeguarded and remain strong.

The Company is in compliance with the
requirements of the Statutory Audit
Services for Large Companies Market
Investigation {(Mandatory Use of
Competitive Tender Processes and Audit
Committee Responsibilities) Order 2014
and the Corporate Covernance Code.
There are no contractual obligations
that restrict the Committee’s choice of
external auditor.

EFFECTIVENESS

The effectiveness of our external auditor
is assessed in accordance with a process
agreed by the Audit Committee, which
involves gathering information through a
series of questionnaires tailored to the
following target groups:

1. The four Finance Directors for Food,
Clothing & Home, international and
Retail & Property, the Head of Finance
Group Reporting, the Head of Investor
Relations and the Head of Finance
Business Services:

Short questionnaire focusing on the audit
team, planning, challenge and interaction
with the business. i
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2.interim Chief Finance Officer and
Director of Group Finance:

Longer questionnaire covering all areas
of the audit process and taking into
account the questionnaires completed
by the Heads of Finance.

The Committee was provided with a
summary of the Interirn Chief Finance
Officer and Director of Group Finance
responses and had access to copies of the
completed management questionnaires
(sections 1 and 2 above) to assist with its
own considerations.

Feedback from each of the target groups
was positive overall. it was agreed that the
audit team had been both responsive and
cooperative and had demonstrated great
flexibility and adaptability in working with
management day-to-day to overcome
the challenges faced. Early engagement
throughout the year had been appreciated
and had meant that a number of
significant issues had been addressed
before the Covid-19 pandenmic arose.

It was agreed that the audit partners have
a good understanding of our business
and, on the whole, this had been reflected
across the audit teamin terms of
approach, lines of enquiry and challenge.
A common theme from the business

unit Directors of Finance reftected a desire
for more engagement with the senior
members of the audit team throughout
the year.

NON-AUDIT FEES

To safeguard the independence and
objectivity of the external auditor, the
Committee has putin place a robust
auditar engagement policy whichit
reviews annuatly. The policy is disclosed
on marksandspencer.com/thecompany.

The Committee is satisfied that the
Company was compliant during the year
with both the UK Corporate Governance
Code and the FRC's Ethical and Auditing
Standards in respect of the scope and
maximum permitted level of fees
incurred for non-audit services provided
by Deloitte. Where non-audit work is
performed by Deloitte, both the Company
and Deloitte ensure adherence to robust
processes to prevent the objectivity

and independence of the auditor from
being compromised.

All non-audit work performed by
Deloitte, with fees in excess of £50,000,
was put to the Audit Committee for
prior considerationand approval. For
non-audit work where fees were below
£50,000, approval was obtained by the
Chief Finance Officer and the Audit
Commmittee notified of all work falling
within this threshold. Further details
on non-audit services provided by
Deloitte can be found in Note 4 to the
financial statements.

The non-audit fees to audit fees ratio for
the financial year ended 28 March 2020
was 0.331, compared with the previous
year's ratio of 0.2k). The majority of the
£0.67m in non-audit fees paid in total to
Deloitte during 2019/20 was incurred for
assurance services provided during the
year. These comprised fees in respect of
the Half Year review, turnover certificates,
the annual Euro Medium Terrm Note
(EMTN) prograrmrne renewal, huly 2019
bond comfort letter, the role of reporting
accountant in the rights issue and
assurance services for overseas entities.
Itis normal'practice for such assurance
services to be provided by the Company’s
statutory auditor.

No additional recurring or one-off
non-audit services were provided during
the year.




ASSURANCE AND INTERNAL CONTROL ENVIRONMENT

The Board assumes ultimate
responsibility for the effective
management of risk across the Group,
determining its risk appetite and
ensuring that each business area
implements appropriate internal
controls. The Group’s risk management
systems are designed to manage rather
than eliminate the risk of failure to
achieve business objectives, and can
only provide reasonable and not
absolute assurance against material
misstatement or loss, These systems are
also designed to be sufficiently agile to
respond to changes in circumstances,
such as the recent impact of Covid-19,

° See p33-42 of the Strategic RIeport for more
information on our material risks

The key features of the Group's internat
control and risk management systems
that underpin the accuracy and reliability
of financial reporting include clearly
defined lines of accountability and
delegation of authority, policies and
procedures that cover financial planning
and reporting, preparing consolidated
accounts, capital expenditure,

project governance and information
security, and the Group’s Code of

Ethics and Behaviours.

SOURCES OF ASSURANCE

The Board has delegated responsibility

for reviewing the effectiveness of the
Croup’s systems of internal control to the
Audit Committee, which includes financial,
operational and compliance controls

and risk management systems. The
Committee is supported by a number of
sources of internal assurance from within
the Group to complete these reviews:

1. Internal Audit

The Croup's primary source of internal
assurance is delivery of the Internal Audit
Plan, which is structured to align with the
Group's strateqgic priorities and key risks
and is developed by Intefnal Audit with
input from management. The Planis
subject to ongoing review throughout the
year so that it rermains relevant and adapts
to any new or emerging circumstances.
The findings and actions from internat
audit reviews are agreed with the relevant
business area, communicated to the
Audit Committee and tracked through

to completion.

The work completed by Internal Audit
during the year has focused on key risks
including information and data security,
core finance controts, legal and regulatory
compliance, supplier management,
franchise operations and HR processes.
The Internal Audit team has atso
supported the business in its response

to the Covid-19 situation.

2.Management updates and risk
deep dives

As part of the Committee’s annual
catendar, it receives updates onrisk

management, maturity of control and
assurance activities from individuat
business areas and functions. These
updates are complemented by Internal
Audit’sindependent reviews.

3. Functional assurance

Abroad range of assurance activity has
been designed and deployed across

the business to target key risk areas, such
as ethical assurance, food safety, fire,
health and safety and business continuity.
While reporting lines for these activities
are directly to business areas, the
processes and controls of these functions
are periodically tested by Internal Audit.

4. Operational oversight
Business Boards and committees provide

. oversight and challenge on key risk areas

within individual business areas, cross-
business programrmes and activities, such
as business continuity, fire, health and
safety, and Brexit. The output from these
discussions forms part of the cyclical
updates provided to the Audit Committee,

GOVERNANCE

The Group was compliant throughout
the year with the provisions of the UK
Corporate Governance Code relating to
internal controls and the FRC's revised
Cuidance on Audit Committees and
Cuidance on Risk Management, Internal
Control and Related Financial and
Business Reporting.

The Commmittee has considered the controls
findings raised in the independent auditor's
report on pages 98-111. No other significant
failings or weaknesses were identified during
the Committee’s review in respect of the
year ended 28 March 2020 and up to the
date’of this Annual Report. '

Where the Cormmittee has identified areas
requiring improvermnent, processes are in
place to ensure that the necessary action
is taken and that progress is monitored.

Further details of these processes

can be found within our full disclosure
of compliance with the UK Corporate
Governance Code at marksandspencer.
comjthecompany.

INTERNAL ASSURANCE FRAMEWORK

Source of information Frequency/nature of reporting
Internal Audit = Internal Audit Plan Formal updates
_ \ presented to the
Regular reports against Plan Committee at
- Follow-up of remediation each meeting
- Updates on fraud, Updatestothe
whistieblowing and Audit Committee

other irregularity
- Ad hoc engagement with

the business inresponse to
new/emerging risks or major

incidents, for example
Covid-19

Chairman as required

Management d d ¥
issues including:

— Information security
= Bribery

- GSCOP
= Financial control

— Risk deep dives from individual
business areas and functions

Papers submitted on arange of

'
= Code of Ethics and Behaviours

Formal updates
presented to the
Committee annually
and as needed

Audit

Committee

Functional audit activities
undertaken, including;

-~ Food safety and integrity
— Ethicat audits
—_Trading safely and legally

Funct-onal
assurance

Updates provided to
the Committee as part
of annual business
updates where
appropriate and

as requested

Cperational For example:

oversight — Business Boards
— Fire,Health & Safety
Comrmittee

= Customer & Brand
Protection Committee

Business Continuity
Cormmittee

Updates presented
tothe Committee
annually,

and as needed
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REMUNERATION

REMUNERATION OVERVIEW

“The Committee
ensures that the

pay frameworkis
appropriately flexible,
toactinshareholders’
best interestsin
unpredictable
circumstances.”

Andraw Fisher, Chair of the
Remuneration Committes
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INTRGDUCTION

©n behalf of the Board, | am pleased

ta present our 2019/20 Remunerztion
Report. We also present our propased
Remuneration Policy (Policy} Inline with
regulations, we are seeking sharenolder
support and approval for our
Remuneraton Policy at the 2020 AGM.
A summary of the proposed n:wna,mm
téthe approved Remuneration Poficy

is set out below and on pages 74-30

_ ofthis report

The Remurneration Report provides a
comprehensive picture of the structure
and scale of our remuneration fremewark,
its alignment with the business strategy
and the rest of the workforce, as well as
the decisions made by the Comirittee

as a result of business perforrnance for
this year and the intended arrangements
for 2020/2,

BOARD CHANGES

Following the departuse of Hump hrey
Singer in Decernber, we were delighted
toappoint Ecin Tonge as CFC Details
of Humphrey's leaving arrangemants,
along with recruitment details for Eoin,
tan be found on page 89 of this report.

The Committee was pleased that we
secured the appointment of Eoin Tenge
inline with aur simplified pay frarmework,
He will, however, receive mobility
altowances for a set period of tima.

In addition, we are pleased to appoint
Katie Bickerstaffe as our new Chief
Strategy and Transformation OFf cer

and see her bacome an executive member
of the Company. Katie was previously a
non-executive director of the Company
and a member of the Remuneration
Comymittee, for which Iwould like ta thank
Katie for all her help and support Inline
with our stancard practice Katie cid not
participate in Committee discuss ons that
could be construed as her influer cing her
own future refmuneration arrangements.

REMUNERATION FRAMEWORK
CONSIDERATIONS

Sh pag
The Board is committed to ensuring that
our remuneratian framework sugports our
strateqgy, and provides a balance between
rnativating and challenging our senior
leaders to deliver our business pnorities
and also driving the tong-term s, stainable
success of MES.

angd

The Committee spent aconsicerable
amaount of tima this year reviewing the
current remuneration framework,
structures, measures and targets.

This was all undertaken in the context

of the ever-changing palitical and retall
trading landscage and more recently in
light of the ongoing Covid-19 pandemic.
The Committee consulted with our major
shareholders (representing almost 50%
of our total shares inissue) to discuss our
proposal and response in respect of
executive pay arrangements. Additionally,
we also approached a number of
shareholder representative bodies given
many of aur stakeholders engage their
services. The Committee reviewad

and discussed all the responses and
feedback provided and have developeda
remuneration framework that we believe,
based on what we currently know,

will support the business over the

next three years andis aligned with
investor expectations.

The Camrnittee believes that our
Remuneration Policy continues to provide
appropriate flexibiity, ensuring that any
payments made in the implementation
ofthe Policy are inthe best interests of
boththe Company and our shareholders.
The gverall framework is consicered to
remain appeapriate but basad on investor
feedback some minar amendments are
propesed and described below.

USE OF DISCRETION

Recent world events have hightighted
theimportance of having a flaxible policy
together with appropriate permissible
discretions to ensure that we can continue
torun MES successfully. For complete
transparency, we are more explicitly
outlining the discretions already in place
to ensure the Cormmittee is able to act
nthe best interests of the business and
our shareholders inunknown ang
unpredictable circumstances.

The Committee has the ability to apply
malus, clawback and responsible
application of discretion to override
formulaic outcomes of the incentive
schemes to ensure that pay outcomes
are appropriate inthe wider business and
economic climate beyond the relevant
performance measures. Duringthe year,
the Comsnittee discussed the breadth of
provisions in place and agreed that these
provide the Committes with sufficient
Capacity toact appropriately in
unforeseen circumnstances. The clawback
provisions which have been in place since




2017 allow the Committee a number
of circumstances during the life of
the binding policy beyond financial
misstatement; these are explicitly
disclosed on page 76.

During the year the Committee did not
apply any discretion to the variable pay
outcomes of the bonus and Performance
Share Plan (PSF). The Committee agreed
that the final vesting of the PSP was
reflective of the last three years of

ME&S's performance and that the Policy
operated as intended.

KEY AMENDMENTS TO
REMUNERATION POLICY

The PSP will continue to be the primary
long-term incentive plan for executives.
We will maintain the overall construct of
the plan, with the typical award being
250% of salary against 2 maximum of
300% of salary. However, to ensure more
relevant alignment between senior

Benefits

Basesalary

Pension benefits

remuneration, the strategic direction of
the Company, and the interests of our
shareholders, we propose to introduce
strategic measures into the PSP. In direct
response to shareholder feedback, the
plan will retain a portion based upon Totat
Shareholder Return{TSR) performance.

We propose to increase the shareholding
requirement for all executive directors
to 200% of salary. The CEO's requirement
will remain at 250% of salary. To further
align executives with shareholders and
the longer-term success of the business,
we will be introducing a post-cessation
shareholding guideline. Executives

will be expected to continue to hold their
shareholding requirement for two years
post exiting the business.

Having atready reduced our pension cash
alternative for new executive directors at
our last policy review, and inline with the
pay arrangements offered to executive
directors joining since that time, we are

Pertormance
Share Plan

Annual Bonus
Scheme

formally removing this cash payment for
all new executive director appointments.
In order to remove any policy differential
between incumbent and new executive
directors, Steve Rowe has agreed to forgo
his contractual arrangements for this
pension cash alternative. Steve’s pension
supplement will be reduced to zero

over the next three years. Steve will
remain eligible to participate in the
pension scheme on the same terms as
all other colleagues as has long been
M&S's practice.

Shareholders approved the current
Remuneration Policy at the AGMin 2017,
As such, the Company is required to seek
approval for the new policy at the ACM
tobe held on 3 July 2020. Pages 74-80
provide the full details of the proposed
policy. For transparency, the table betow
sets out an overview of the key areas of
the Policy.

Mon-executive
directorz(ineluging
Chayrmang

Sharahelding

requiromcnt

Main features of current policy

w
i
I
a4
&
w

o
O

— Increases — Benefits — Directors may - Maximum - Maximumaward - TheCEDis — Feesreviewed
awarded are provided at a rate participate in opportunity of of 300% of salary. required te hold annualty.
normally inline cormmensurate M&S's defined 200% of salary. 250% of sala : ;
with those with the market contribution 50% - Performance . in shares. Fogll - Compnseba_s_'c

. - of totalbonus  measured against . fee plus additional

elsewherein and currently arrangement on deferredi y . other executive

- : nto financial targets ; fee for extra
the business. include acaror the same terms as shares for over a three.vear directors, responsibility
Adjustmentsin cashallowance, other colleagues, three years. eriod 4 the current of Board or
excessofthismay  adriver, andlife of receive a cash years. P 3 requirement is c :

. ommittea

be made wherethe assurance plus supplementin -~ Measured — Performance 150% of salary. Chairman or Senior
Committee deems  other benefits tiew of pension against Adjusted conditions independent
it appropriate. provided to all contributions. Group Profit rnay include Director

— Salaries will be colleagues, Cash alternative Before Tax (PBT) quantiﬁablg i :
compared against including maximumis {currently 70% non-financial/ - Feeswillbe
appropriately sized cglleague currently 20% of award)and strategic compared against
tisted companies discount. of salary for individuat measures, with approprlately_

’ other executive objectives, financial measures sized cormpanies.
directors (25% - Clawback comprising at — In addition, the
for CEO). and malus least S0 of Chairrman ray be

provisions apply. awards. entitled to the use
- Atwo-year of a car and driver.
holding p'eriod = Inline with our

i ¢ post yesting. bther colleagues,

- Clawback the Chairman and
and matus non-executive
provisions apply. directorsare

entitled to receive
colleague discount.

Policy change

- Nochange. - Nochange. - Removal of - Nochange. - Nochange. — Theshareholding — No change,

pension cash requirement is

supplements increasing from

for any Future 150% to 200% for

directors. all other executive
- Reduction of directors.

the CEQ's — Directorsare

cash pension required to

supplement to continue to hold

zero over next their shareholding

three years. requirement

{or their actual
shareholding on
leaving if lower)
for two years after
leaving M&S.,
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REMUNERATION OVERVIEW CONTINUED

STRATEGIC ALIGNMENT OF PAY

The focus at M&S continues to be on
transformation, so the measures and
targets used in MBS's incentive schemes,
specifically those of the Performance
Share Plan and Annual Bonus Scheme,
align with the KPIs and strategic priorities
being used across the business, The
dlustration below demonstrates this
strong linkage between the KP|s and
strategic priorities with executive

remuneration. This strength of alignment
willenable the Committee to ensure
pay arrangements help to accelerate
transformation and fulfill M&S’s potentiat
for long-term sustainable profitable
growth, despite the prolonged impact
of Covid-19 in the current trading
environment and likely subsequent
financial performance.

The Committee wili continue to
thoroughly review the pay structures

and incentive arrangernents for the
senior leadership team to ensure strong
alignrent between the delivery of
business performance and the associated
remuneration arrangements as the .
business continues along this accelerated
transformation journey to emerge
stronger and more competitive.

STRATEGIC ALIGNMENT OF REMUNERATION FRAMEWORK WITH KPIS

Annual Bonus
Performance Schemae (ABS)
KPi/Strategic Priority As massured by Share Plan(PSP]  (when opersting)
KPl Adjusted Earnings Per Share (EPS) Financial Results i ®
@ SeekPls  Return On Capital Employed (ROCE) @
onp26 Croup PBT Before Adjusting ltems (PBT) ®
Strategic What we are learning from the crisis @ @
Priority What will never be the same again ® e
® See - -
Strategic Accelerating the transforrmation programrne [ ) [}
Priorities
onp/
2019/20 PERFORMANCE
® ® o

APJUSTED EARNINGE PER SHARE

16.7p

Adjusted EPSin 2019/20 w5 16.7p. This was below
the 26.8p threshold required for any vesting
under this element of the 2017 PSP award.
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RETURN ON CAP{TAL EMPLOYED

12.7%

Average three-year ROCE performance was 12 7%,

As aresult, 11.2% out of a maximum of 33X of the
2077 PSP will vest under this element.

GROUP PBT BEFORE ADJUSTINGITEMS

£403.1m

Croup PBT was below the threshold for
bonus payments to be made under the
2019/2D Annuat Borius Scherne.



CONTEXT OF BUSINESS
PERFORMANCE

During the year, M&5 made good
progress in further implementing its
transformation. With improvements
made to range, value and customer
communication, the Food business
outperformed the market and improved
its financial performance in several
aspects such as sales and operating profit.
In addition, significant strides were taken
to deliver the strategy to bring M&S food
online via the investment in Ocado
Retail Limited. While several Clothing &
Home departments improved their
performance, ultimately total revenue
For this area of the business was down.

As referenced arlier in this Annual
Report, the impact of Covid-19 has been
significant. In the short-terrm, M&S has
responded rapidly to the changing trading
landscape making financial decisions to
secure the future of the business. In the
long-term the business must, as described
earlier in this Annual Report, harness the
learnings from this crisis to return M&S to
profitable, sustainable performance.

As demonstrated on page 68 and
referenced throughout this Remuneration
Report, there is a strong alignment
between M8S's key financial performance
indicators and the measures within the
directors’ incentive schemes. The inclusion
of strategic measures within the
long-term incentive award, allows the
Committee to drive the delivery of M&S's
transformation while supporting the
learnings taken from this globat crisis.

As shown earlier in this Annual Report,
while there were some financial
improvements within the business,

this did not translate to improvements

in the core key performance indicators

on page 68. As such, payments under both
the Annual Bonus Scheme and

PSP were impacted by M&S's overall
performance during the year.

WIDER WORKFORCE PAY
ARRANGEMENTS

The Committee received regular and
varied updates during the year relating

to M&S's pay arrangements. In addition to
those already outlined in the Committee’s
remit available on the M&S website,
detailed discussions ranged from hourly
pay for store colleagues to colleague
participation in last year's rights issue.

Further, we welcome the cellaboration
with the Business Involvernent Croup

at the Committee meeting in receiving
direct feedback on colteagues’ views. This
dialogue ensures a close tink between the
pay philosophies at the most senior levels
with those for the broader population.

Todemonstrate the Committee’s

keen interest in wider workforce pay
arrangements within M&S, we have this
year expanded our disclosure on these
specific areas; see pages 72 and 73.

As is referenced earlier in this Annual
Report, the business has taken great care
to support all colteagues during the
Covid-19 pandemic which the Committee
and the Board were supportive of. Froma
pay perspective, these include, but are

not limited to, supporting every colleague
needing to either self-isolate or shield
themselves to do so on full pay, and
rewarding M&5s hardworking frontline
store and e~-commerce distribution
colleagues with an additional short-term
15% pay award.

SINGLE FICURE AND INCENTIVE
SCHEME OUTCOMES

The graph below summarises the total
payments made to executive directors in
2019/20, illustrating the figures detailed in
the single figure chart set out later in this
report on page 8.

The total pay for the CEQ was c.20% lower
this year, reflecting lower PSP outcomes
and the reduction in share price during
the year.

The 2017 PSP will vest at 11.2% n June 2020
for the three-year performance period up
to 28 March 2020. Page 85 of this report
provides further detail on the specifics

of the targets set and the respective
achievement under each measure, which
are also summarised in the illustration
overleaf. The remit of the Committee is

to ensure that targets set are stretching
yet achievable, rewarding the delivery

of sustainable, ambitious long-term
performance. Vesting under the PSP
rernains low when reviewed in the context
of the wider market. However, the
Committee is satisfied that this vesting

is reflective of the challenging business
performance Steve Rowe and Archie
Norman have both hightighted earlier

in this Annual Report.

SINGLEFIGURE REMUNERATION FOR 2019/20

Total

Rowe 143,279 | £1,210,862

Rowe £1,067,583 |  £143,279 | £1,210,8

:i:::rhm £456,000 £456,000
! 3 s

@ Fixedpay @ PSP | Total bonus

© S5ee Single figure remunerationonpdl @ See PSPon pB4-p85 @ See Annual Bonus Scheme on p83

Annual Report & Financial Statements 2020 69

2
5}
2z
<
F4
x
wd
by
o3
O




REMUNERATION OVERVIEW CONTINUED

PERFORMANCE SHARE PLAN (PSP) VESTING 2019

IMPACT OF SHARE PRICE CHANGE ON

VESTING OUTCOMES PSP VESTING VALUES
Adjusted EPS )
@ Maximum 33.33%
@ Actual 0%
Average ROCE
@ Maxi 33.33% 50%

aximum . . -

- Adjusted Relative share price
@ Actual 12.7% EPS TSR decline
Relative TSR
@ Maximum 33.33%
@ Actual o% Max .
Outturn
@ Maximum 100%
@ Actual na2x%
Max
Outturn
Qutturn

As is shown in the itlustration above, a significant proportion of Valyeat Valueat
adirector's reward is linked to the movement in share price, providing grant share price vesting share price
significant investment in the Company and strong long-term (£3.28} (£1.65)

atignment with shareholders

The 2019/20 Annual Bonus Scheme

was focused onrestoring the business to
profitable growth. Annual performance
for the year was again focused on Group
PBT befare adjusting iterns (PBT} with
individual measures set against the key
areas of delivery deemed most critical
to the transformation journey. As with
previous years, individual performance
was measured independently of

PBT performance, but, mirroring
arrangements elsewhere in the business,
ne individual element could be earned
until the threshold needed to secure
payment under the PBT element was
similarly achieved. For the 2019/20
financial year, the PBT achieverment of
£403.1m was below the threshold to
trigger a bonus payment and so no
bonus was paid under the Annual Bonus
Scheme to anyone within the organisation,
including the executive directors.
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€ See Performance Share Planon pB4.pBS

However, in order to ensure continued
strong governance and transparent
reporting to shareholders, andin line

with the normal processes, the Committee
discussed each director's achievement
against the relevant individuat
performance targets. Finai achievement
against these individual objectives is
detailed on page 83 of this report.

The Committee is satisfied that incentive
payments made to executive directors
during the year are appropriate inthe
context of business performance for
2019/20 and pafments made elsewhere
inthe business. The Remuneration Policy
operated as intended so no changes to
outCoMes were Necessary.

PAY ARRANGEMENTS FOR 2020/21

When reviewing salary levels, the
Committee considers a number of internal
and external Factors, primarily the satary
review principles applied to the rest of

the organisation, but also Company
performance during the year and externat
market data. As a result of performance in
the year and the unprecedented impact of
the Covid-19 pandermic, it was decided not
to implement any salary increases inthe
wider organisation and the Committee
decided that it would be appropriate to
fredze Steve Rowe's sala ry. As detailed
within this report, the Committee made
the recommendation, and Steve agreed,
that over the next three years the CEO
pension supplement would be reduced to
zero. While the intended structure of the
Annual Bonus Scheme, as detailed on
page 75 in the Policy table, remains




unchanged from 2019/20, the Committee
has agreed that for 2020/21 only there will
be no bonus scheme in operation for the
axecutive directors. Executive directors
will still continue to be measured against a
scorecard of individual objectives aligned
to the strategic priorities set out earlier

in this report, however no financial
payment will be made in respect of their
achievemeants. The Committee debated
the appropriateness of this decisionin a
time when executives are working harder
than ever and believes, in the context of
wider macroeconomic factors and the
experience of the business with a large
number of colleagues placed on furlough,
this is the right decision for M&S.

The Cornm‘ittee continues to ensure that
the total remuneration framework for
executives is aligned to shareholder
interests. In Light of the decision not to
operate a bonus scheme for 2020/21,

the Committee believes it is critical to
ensure that executives remain aligned
with shareholders’ long-term interests
through a PSP award set against not only
appropriate measures but also achievable
yet stretching targets. In the current
rapidly changing circurnstances caused
by Covid-19, and the extreme uncertainty
in the retait sector more broadly, the
Committee debated the operation of the
PSP, the appropriateness of the proposed
performance measures and targets as well
as the timing of a 2020/21 award which is
typicaily granted shortly after M&S's final
year results. As a result, the Committee
has agreed to grant a PSP award to
executives in July 2020. The performance
targets for this award will be set at a time
whenthe impact of Covid-19 onthe
business can be better forecast and the
proposed strategic measures reviewed

in light of the business's strategic
response to the post-pandemic trading
environment. Howeaver, the Committee
recognises the material fallin share price

since awards were made in 2019 and so
took decisive action to significantly reduce
the quantum of the 2020 PSP award

from 250% to an intended 175% of salary.
In determining the size of this year's

PSP awards, the Committee, wished to
acknowledge the shareholder experience
of Covid-19 to reduce windfall gains from
directors’awards. As such, M&S's average
share price since February 2020 until
mid-May was used as a reference point in
Comprnittee discussions. The Committee
witl review and reconfirm this decision
immediately prior to grant to ensure this
remains appropriate.

Targets will be set and disclosed no later
than 31 December 2020. The Committee
is committed to shareholder engagement
and will further engage with our'major
shareholders in advance of any long-term
incentive targets being determined.

More details are set ouk on page 85.

The Committee believes that this
approachis appropriate as the business
reviews its strategy in tlight of the
Covid-19 crisis and when retention and
motivation of the senicr teadership
team remains critical.

SHAREHOLDER APPROVAL
ATTHE ACM

Inaddition to the resolution at this year's
Annual General Meeting (ACM) to renew
the Remuneration Policy, we are also
seeking shareholder approval to make an
amendment to the existing share plan
rules. We wish to provide the facility to
satisfy awards with new issue shares,
rather than market purchase shares asis
currently the practice. This change will
support M&Sin securing its cash flow for
financially efficient business operations.
In addition seme minor amendments to
align with the operation of our existing
Remuneration Policy approved by
shareholders in 2017 are proposed.
Further details are set outin the Notice
of Meeting on pages 183 to 199.

LOOKING AHEAD

This was the final year under the current
remuneration framework, and we hope

to have your support at the 2020 AGM to
approve the new Remuneration Policy.
The new Policy has been designed to
ensure that executive director pay
arrangernents support and drive the
business strategy while remaining
appropriate when considered within the
overall M&S remuneration framework and
the external regulatory environment.

A robust framework is especially crucial
given the chaltenging ervironmentin
which we are operating. Having engaged
with our major shareholders as part of this
process, to both incorporate their views
and to maintain open dialogue on director
pay arrangements, we hope that all our
shareholders will support the Policy at
the AGM.

As we took to the future, the Committee
will also need to take into consideration
the impact of investment in Ocado,

a partnership we believe will bring
substantial benefits and has
transformative potential for our
business. The Committee fully intends
to review the extent to which this
partnership impacts structures, targets
and application of M&S's incentive
arrangements in both the short-

and long-term.

I would like to thank our shareholders for
their continued support during what has
been an unprecedented year. Due to the
Covid-19 pandemic the Company’s AGM
on 3 July 2020 will be via a live webcast
broadcast from Waterside House and | will
be able to answer any questions in relation
to this Remuneration Report at this time.

Andrew Fisher, Chairman of the
Remuneration Committee

i
v
<
z
ke
w
>
[s]
w

Annual Report & Financial Statements 2020 n



REMUNERATION

REMUNERATION IN

CONTEXT

COLLEAGUE ENGAGEMENT

— Share ownership across our
colleagues M&S is a proud advocate
of employee share ownership,
encouraging colleaguesito share in
MB&S's success while aligning interests
with our shareholders. Across our
UK and Irish colleagues, M&S has a
significant number of participants
in all employee share schemes:
colleagues hold over 53m SAYE
options in our ShareSave scheme and
over 3,000 colleagues hold shares in
our Share Incentive Plan ShareBuy.

— Direct engagement with our
colleagues Since 2018, the Chair of
the Naticnal Business Involvement
Group{BIG}, our colleague
representative body, is invited to
attend a Remuneration Committee
meeting each year to engage and

CONSIDERATION OF COLLEAGUE PAY

The Committee monitors and reviews the
effectiveness of the senior remuneration
policy and its impact and compatibility
with rermuineration policies in the wider
workforce. Throughout the year, the
Committee reviews the frameworks and
budgets for key components of colleague
pay arrangements, tegether with the
broader structure of Group bonus
provisions which ensures appropriate
alignment with senior pay arrangerments.

The Committee is provided throughout
the year with information detailing

pay in the wider workforce, which gives
additional context for the Committee to
make informed decisions, The Head

of Executive Reward & External
Reporting advises the Committee

of the approach which will be adopted
with the forthcoming UK pay review
and the Committee then considers the
executive directors’ pay in tine with
these arrangements.

The Head of Executive Rewargd & External
Reporting consults on all executive
director bonus objectives and advises

the Committee on how, and the extent to
which, these may be cascaded throughout
the Company,
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contribute on arange of topics

and activities. During the year,
representatives from BIG have been
engaged on a number of pay-related
topics, beyond the executive levet,
including: helping colleagues to
understand the impact of the rights
issue on their share schemes and
providing ongoing feedback on
colleague questions and concerns
during this period; user acceptance
testing of our share schemes website;
and providing feedback and support
on the timing of our annual ShareSave
invitation, The collaborative
relationship that we have with BIG
strongly reflects our belief in the key
role that BIG plays in ensuring the
Committee has greater visibility of
the things that really matter to our

In approving the budget for the annual
bBonus, the Committee reviews all bonus
costs for the Company against the
operating plan. The Committee also
reviews and approves any PSP awards
made to executive directors and directors
below the Board prior to their grant.

The Committee receives upcdates

on avariety of colleague engagement
initiatives which form part of our colleague
voice surveys, asking colleagues about
engagement, empowerment and
enablement. While colleagues were not
formally consulted on the development
of the Policy, the annual employee voice
survey asks colleagues about the fairness
and reasonableness of colleague

pay and benefits, and they are aiso
encouraged to raise questions at the
periodic ali-colleague announcements
led by the CEQ. Any questions raised at
this time are answered, and comments
made during the year through surveys

or our network of elected colleague
representatives via BIG are considered.
The Head of Executive Reward & External
Reporting typically provides an annual
update to these colleague representatives
with an explanation of the executive
directors’ pay arrangements during the
year, and they are able to ask questions
onthe arrangements and their fit with the
other reward policies at this time,

colleagues and also gives the
Committee the opportunity to explain
and discuss our pay practices and how
executive pay aligns with pay across:
the wider workforce. in addition, the
Head of Executive Reward & External
Reporting also provides updates to
the Committee as appropriate on

pay and people-telated issues during
the year.

- Pay Budgets Under the remit of

the Remuneration Cormmmittee,

total budgeted salary expenditure
across M&S for salary reviewis

noted, as are bonus and share scheme
budgets ensuring principles for reward
allocation are aligned across the full
workforce, inclusive of senior leaders.

CONSIDERATION OF
STAKEHOLDER VIEWS

The Cormmittee is committed to an
open and transparent dialogue with
sharehoiders on the issue of executive
remuneration. Where appropriate,

the Committee will actively engage
with shareholders and shareholder
representative bodies, seeking views
which may be considered when making
any decisions about changes to the
directors’ Remuneration Policy.

“The Committee seeks the views of

the largest shareholders individually

and others through shareholder
representative bodies when considering
making any significant changes to the
Remuneration Policy, this may be done
annually or on an ad hoc basis, dependent
upon theissue. For example, during the
year the Committee proposed changes
to the PSP measures and, as a direct
response to shareholder feedback TSR
remains a key measure. The Committee
annually engagesin a process of investor
consultation, which is typically in written
format, but may be through face-to-face
meetings, if considered useful. The
Committee Chairrmanis available to
answer questions at the ACM and the
answers to specific questions are posted
on our website,




GENDER PAY GAP

‘The M&S median gender pay gap
for the year to April 201915 4.0%,
compared with a national average
of 17.3%. The M&S mean gap for the
same period is 12.9%.

In the last 12 months, we've made
several steps to further promote
and enhance diversity ang equality
at M&S. This inctudes, butis by no
means limited to, the launch of our
Breakthrough Leaders programme
aimed at developing and accelerating
the progression of diverse talent in
the business, our participation in
Retail Week's Be inspired accelerator
programme for senior women, H
collaboration in the 30% Club’s
cross-business mentoring
programme and the launch of our
own internal mentoring portal for
our colleagues. All of this activity

is supported by our colieague
networks, including the Gender
Equality Network, which hold events
and raise important discussions

on gender equality via their online
social communities.

We're proud that 74% of cur Customer
Assistants are wornen but we need

to do more to encourage diversity in
senior roles, Diversity and inclusion
remains a key priority for us and we
have developed a bold strategy and
will not be tetting our focus relent
through these challenging times.

0
4%
Gender pay gap (median)

PAY ARRANGEMENTS FOR

COLLEAGUES DURING COVID-19

We are proud to be providing support
to our colleagues during Covid-19.
As detailed earlier in this Annudl
Report, for those colleagues needing
to self-isolate or shield themselves,
they have done so on full pay. Our
frontline store and e-commerce
distribution colleagues continuing
towork are being provided with a
shoert-term 15% additional pay award
and sirilarly, colleagues working in
support centres will receive a share
award equivalent to 5% of salary for
the furlough period. Furloughing
frontline colleagues continue to
receive full pay with 90% of pay being
paid for support centre colleagues
placed on furlough. This ensures
consistent treatment of ait
colleagues, by maintaining a 15%
differential in pay between thase
working and those on furlough.

As part of our socially responsible
reporting strategy, an annual shareholder
meeting is normally held and the
consideration of views on a variety

of topics, including executive pay,

is taken into account.

CHIEF EXECUTIVE'S PAY RATIO

Intast year's report, the Cornmittee

chose to early disclose an indicative

CEOQ pay ratio. During the year, the
Committee considered the appropriate
calculation approaches as set out in the
regulations and has chosen Methodology
A, aswe believe it to be the simplest, most
appropriate and robust way to calculate
the ratio.

Option A requires three UK colleagues to
be identified as the equivalent of the 25th,
50th and 75th percentile. Having identified
these colleagues based on pay and
benefits as at 28 March 2020, the total
remuneration is calculated on the same
basis as the CEQ single total figure of
remuneration, the only exception being
the individual performance element of the
Annual Bonus Scheme applicable to the
relevant cotleagues is assumed to be the
respective target value, as the actual value
is not known at the time of producing the
Annual Report. This requires:

— Starting with colleague pay that was
calculated based on actual base pay,

benefits, bonus and long-term
incentives for the 12 monthly payrolls
within the full financial year. Earnings
for part-time colleagues are annualised
on a full-time equivalent basis to allow
egual comparisons.

— Adjusting the value of any bonus so
that it only reflects the amount earned
in respect of the 2019/20 financial year
and does not include the value of any
deferred shares from the 2016 bonus
which vested in June 2019.

- Adding inthe employer pension
contribution from the M&S Pension
Saving Plan.

Joiners and leavers in the year have been
excluded from the calcutations, the
percentile figures are therefore
representative of the whole colleague
population but do not include all
colleagues as at 28 March 2020.

The table below shows the ratio of CEC
pay in 2019/20, using the single total figure
remuneration as disclosed in Figure 8
(page 81) to the comparable, indicative,
full-time equivalent total reward of those
colleagues whose payis ranked at the
25th, 50th and 75th percentiles in our

UK workforce. The calculation used to
determine these figures is reflective

of M&S's pay proposition across the
workforce as all pay elements have been
included to ensure equal comparisons.

w
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25th percentile 50th percentile 75¢th percentite

Year Methodology ratio ratc ratio
2020 Figures {Option A) 64:1 59:1 51:1
Total pay and

Salary banefits

Pay data (£000) {£000)
CEC remuneration 828 1,21
UK colleague 25th percentile 18 19
UK colleague 50th percentile 19 21
UK colteague 75th percentile 22 24

PERCENTACGE CHANGE IN CEO'S REMUNERATION

The table below sets out the change in the CEQ's remuneration {i.e. salary, taxable
benefits and annual bonus) compared with the changéin our UK-based colleagues’ pay.*
This group has been chosen as the majority of our workforce are based in the UK.

% change 201819 - 2019/20

Base salary Benefits Annual bonus
CEQO (Steve Rowe) 3.0% -0.2% -
UK employees (average per FTE) 3.7% 0.7% -

Salary reviews in 2019/20 awarded across
the wider organisation ranged from 2% to
4%, the 3% increase awarded to the CEQ
was the first salary increase since his
appointment to the role in 2016, despite
his salary being significantly lower than
that of his predecessor, There were no
annual base payincreases awarded to
the CEO or to colleagues inrespect of
the 2020/21 financial year.

The change in colleague benefits is
reflective of a shift in workforce structure
rather than a change in benefit offering,
which remains unchanged from 2018/19.
There has been nc fundamental change
in the CEO benefit offering.

No award under the Annual Bonus
Scherne was macde to either the CEO or
anyone else within the wider workforce
in either 2018/19 or 2019/20.
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REMUNERATION

REMUNERATION POLICY

FIGURE 1: EXECUTIVE DIRECTORS' REMUNERATION POLICY TABLE

Sharehclders approved the
Remuneration Policy at the
AGMin 2017. As such, the
Company is required to seek
approval for the new Policy
atthe AGMto be heldon

3 July 2020, from which

date the updated Policy

will apply. The Committee
reviewed the senior
remuneration framework
during the year to ensure
that it remains fit for purpose,
providing an appropriate
framework to fulfil M&S's
reward philosophy which

is, in turn, designed to
support and drive the
business strategy.

The Policy rernains targely
unchanged from the one
approved by shareholders
in 2017 for transparency,
where amendments

have been made these are
highlighted. Cnce approved,
this Policy may operate

for up to three years.

The Policy is designed

to attract, retain and
motivate our leaders

within a framework designed
to promote the long-term
success of M&S and

aligned with our
shareholders interests.
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Base salary

Eenefits

Persionbencfits

PURPOSE AND LINK TO STRATEGY

To attract, retain and motivate
high-calibre executives needed
to deliver our strategy and drive
business performance.

PURPOSE AND LINK TO STRATEGY

To provide market-competitive
benefits which drive employee

engagement and commitment
inour business.

PURPOSE AND LINK TO STRATEGY

To attract and retain high-calibre
executives through a commitment
to responsible, secure retirement
fundingin line with our

Company values.
L k3 3
OPERATION OPERATION OPERATION
Payable incash. Directors are aligible to receive Current directors may participate
Reviewed annually by the benefitsin line with our policies in the Your M&S Pension Saving

Committee considering a
number of factors, including:
— Salary increases awarded
to other colleaguesin the
wider warkforce which are
typically reviewed annually
an a similar basis.
— Comparable salariesin
appropriate comparator groups.
Salaries reflect the experience,
responsibility and contribution
of the individual and role within
the Croup.

which may include:

— Acaror cash allowance.

= Adriver.

— Lifeassurance.

Where appropriate, our Global/
Domestic Mobility Policy may
apply. This may include, but not
be limited to, travel, reiocation
and tax equalisation allowances.
Divectors are offered a number of
other benefits in line with all other
colleagues, such as colleague
discaunt and salary sactifice
schernes such as Cycle2Work.
Directors may participatein a
Save As You Earn Scheme and a
Share Incentive Plan and any
other all-employee share
schermnes onthe same terms

as other colleagues.

Plan (a defined contribution
arrangement) or an alternative
pension saving vehicle that the
Company may offer, on the same
terms as all other colleagues or
receive acash supplement in lieu
of pension contributions into
this scheme.

MAXIMUM OPPORTUNITY

While there is no set maximum,
any increases are normally in ine
with those in the wider workforce.

Individual adjustmentsin excess of
this rnay B& made outside of this
cycle at the discretion of tha
Committee, where appropriate.
Suchcircumstances can include:
~ Where the role scope has
changed,
— Where comparable salaries
in the external market have
changed; or
— Toapply salary progression
for newly appointed directors.

PERFORMANCE CONDITIONS
N/A

MAXIMUM OPPORTUNITY

While thereisno slet maximum, any
benefits witl be provided at a rate
commensurate with the market,
Maxirmum participationin
all-employee share schemes is
inline with local statutory limits.

PERFORMANCE CONDITIONS
NfA

MAXIMUM OPPORTUNITY
Amaximum eleoyer contribution
currently of 12% of salary where the
employee contributes 6% of salary.
Prior to 11 July 2017 an alternative
cash payment capped at 25%

of salary was available for
executive directors.

Changefor 2020

Removat of pension cash
supplements for any
future directors.

Reduction of the CEO's cash
pension supplementtozero
over the hext three years.

PERFORMANCE CONDITIONS
N/A




{(TOBE APPROVED ON 3 JULY 2020)

Annual Bonus Screme ncluding
Deferred Snare Bonus Plan (DSBP)

Perfarmance Share Plan (PSP}

Shareholding Regquire ment

PURPOSE AND LINK TO STRATEGY

To drive anwwal profitability, strategic change and
individual performance in line with the business plan.
To recognise and reward individual contributions

to the way we do business.

The deferralinto shares provides alignment with
shareholders’ long-terminterests following the
successful delivery of short-term targets.

PURPOSE AND LINK TO STRATEGY
Measured against the key financial drivers of the
business plan to deliver sustainable value creation,
To encourage long-term shareholding to retain
directors, and provide greater alignment with
shareholders’ in:erestsA

PURPOSE AND LINK TO STRATECY

Todrive long-term, sustainable
decision-making for the benefit of
the Company and our shareholders.

OPERATION

Directors are eligible te participate inthis
non-contractual, discretionary scheme.
Payments are made subject to the satisfaction of
predetermined targets set at the start of the year,

OPERATION
The Company's principal long-term incentive
scheme, approved by shareholders in 2015,
Directors are eligible to participate in this
non-contractual, discretionary plan.

CQPERATION

Directors are required to hold shares
equivalent in value to a minimum
percentage of their salary within

a five-year period from their

as approved by the Committee. Directors may receive an annuat award which appointment date.
Not less than 50X of any bonus earned is paid in vests after three years subject to predetermined
deferred shares under the DSBP with the remainder performance conditions.

payableincash. Clawback and malus rules apply to awards
Deferred shares vest after a period of three years (see explanatory notes).

subject to continued service, but no further Good leaver and change of control provisions
performance conditions. apply (see exptanatory notes).

Clawback and malus rules apply to cash and The value of any dividends during the vesting
DSBP awards respectively; see explanatory notes period may be payable (see explanatory notes).
{page 76) for more information. Awards are subject to a further two-year holding
Good leaver and change of control provisions apply pericd after the vesting date. Directors may

to the deferred shares (see explanatory notes). sell sufficient shares to satisfy the respective tax
The value of any dividends during the deferred liability but must retain the net number of shares
period may be payable (see explanatory notes). unitil the end of this two-year period.

The Committee retains the right to exercise As with the bonus scheme, the Committee retains
discretion, both upwards and downwards, to ensure the right to exercise discretion in the same manner
that the level of award payable is appropriate to ensure appropriateness of outcomes.

and fair in the context of the director’s individual

performance and the Company’s overall

performance. Where exercised, the rationale for

this discretion wiil be fully disclosed to shareholders

in the subsequent Annual Report.

MAXIMUM OPPORTUNITY MAXIMUM OPPORTUNITY MAXIMUM CPPORTUNITY

A maximum annuat potential Pf up to 200% of salary.

PERFORMANCE CONDITIONS

Quantifiable one-year performance measures and
targets are set by the Commmittee around financial
and individual objectives linked with the sustainable
delivery of the business plan.

Financial performance measures comprise at

least 50% of awards and may include, but not be
limited to Group PBT after adjusting items.

Typically, no payment for individual objectives

can be earned unless a 'threshold' level of Group

PBT after adjusting itemns has been achieved,

This threshold level is set by the Committee taking
into account the previaus year's performance and
the business operating plan For the current year.

For achievernent of individual objectives no more than
40X (currently 30%) of the maximum bonus potential
is paid for threshold performance, and no more than
60% for target performance. However, the Committee
retains the flexibility to amend the pay-out level at
different levels of performance for future bonus
cyctes. Thisis based onits assessment of the level of
stretch inherent inthe set targets, and the Committea
will disclose any such determinations appropriately.

The maximum value of shares (at grantywhich can
be made under an award to an indwidualin respect
of afinancial year is 300% of salary.

PERFORMANCE CONDITIONS

Performanceis measured over a three-year

period against a balanced scorecard of appropriate
measures as determined by the Committee each
year. This currently includes EPS, ROCE, TSR and
from 2020 strategic measure. These are chosen

as those measures which support and drive

top-line and bottom-line performance intine

with business strategy.

Financial measures comprise at least 50% of awards.
The threshold level of vesting is 20% of

the maxirmum.

For performance between threshold and maximum,
awards vest on a straight-line basis.

Forthe CEQ, this requirernen; is
250% of salary. For all other executive
directors the requirement is 200%.

Change for 2020

Directors are required to continue
to hold their shareholding
requirement, or, if their level

of shareholding is below the
requirement, their actual
shareholding for two years after
leaving M&S,

The shareholding requirament
for other executive directors
increased from 150% to 200%.

PERFORMANCE CONDITIONS
N/A
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FIGURE Z: POLICY TABLE

REMUNERATION POLICY CONTINUED

Executive directors may be in receipt of awards under share plans outside of the current remuneration framework detailed on pages
74 and 75; these may have been awarded upon recruitment of prior to their appontiment as an executive director. White awards under
these plans do not form part of a forward-looking policy. for transparency, details of the plans are set out in the table below.

PURPOSE AND LINK PERFORMANCE
ELEMENT TO STRATECY OPERATION MAXIMUM OPPORTUNITY CONDITIONS
Restricted To enakle the — Restricted awards may be granted for the recruitment  While there is no The Committee
Share Plan recruitrnent of key of directors. maximum set in the may choose to
(RSP :'er:;::;:;t:" are — Awards vest after a restricted period, which can vary sz;ﬁ:i%:::;’::;e: nd zgfflgx::?:al

the delivery of by award but is typically between one and three years. structure of awards on conditions save for

business strategy. — Malus provisions, good leaver and change of control  an individual basis. continued service.

provisions apply (see below and page 78).
— The value of any dividends during the restricted period
may be payable (see explanatory notes below).
Executive Measured against — Approvedby shareholders and HMRC in 2015, Awards are capped at Awards vest
Share Option  the key drivers of our the Committee may choose to award share options 250% of salary in respect subject to at
Scheme business plan to to directorsif appropriate. of any financial year least three-year
(ESOS) Heliver sustainable - ! of the Company Y predetermined
. = Malus provisions, good leaver and change of control N "

value creation. provisions apply (see below and page 78). but in recruitrnent 4 performance

Toencourage long-term ] . . circumnstances awards conditions.

shareholding to retain — Options are normally exercised between the third may be granted up

directors, a n% provide and tenth anniversaries of grant, subject to the to a higher limit of

greater aiignmen twith achievemnent of any performance conditions set 400% of salary.

shareholders interests, by the Committee.
EXPLANATORY NOTES Any perforrance conditions applicable (including the PSP)in 2015 and onwards

The Committee reserves theright

to make any remuneration payments
notwithstanding that they are not in line
with the Policy set out above, where the
terms of the payment were agreed ata

time when the relevant individual was not
a director of the Company, or under a prior

approved policy and, in the opinion of
the Committee, the payment was not in
consideration of the individual becoming
adirector of the Company.

For these purposes, payments include the

Committee satisfying awards of variable
rermuneration and, in relation to an award

over shares, the terms of the payment are

agreed at the time the award is granted.

Awards granted under the PSP, DSBP,
and RSP can be made in the form of
conditional share awards, forfeitable
shares, options or rights with the same
economic effect. In addition, awards
may be settled in cash, Awards may
incorporate the right to receive (in cash
and/or shares) the value of dividends,
including any dividend tax credit where
applicable, between grant and vesting
on the shares that vest. This amount
may be calculated on a cumulative basis,
assuming the reinvestrnent of dividends
into shares,

Inthe event of a variation of the
Company's share capital or a demerger,
special dividend or other event which in
the Committee’s opinion may affect the
price of shares, the Committee may alter
the terms of awards and the number

of shares subject to them. The terms of
awards may be amended in accordance
with the relevant plan rules (which were
formally approved by shareholders on
7 July 2015).
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to PSP, RSP and ESOS awards may be
amended by the Committee if an event
occurs which causes it to consider that the
performance condition would not achieve
its original purpose and the amended
performance condition is, in the opinion of
the Commmittee, no less difficult to satisfy
but for the event in question.

Our long-term incentive plans provide
the Committee with discretion with
respect of vesting outcomes that affect
the actual levet of reward payabte to
individuats, such discretion would only be
used in exceptional circumstances and, if
exercised, the rationale for this discretion
will be fully disclosed to shareholders in
the subsequent Annual Report.

CLAWBACK AND MALUS

M&S is committed to ensuring its
remuneration arrangements motivate
participants to strive for exceptional
performance while also protecting
shareholder value from the Company
taking unnecessary risks. As such,
clawback and malus provisions apply

to the executive directors’incentive
arrangements. All share awards granted
from 2013 onwards are subject to malus
provisions. These provisions allow the
Committee, inits absolute discretion, to
determine at any time pricr to the vesting
of an award to reduce the number of
shares, cancel an award or impose further
conditions on an award in circumstances
for which the Committee considers

such action to be appropriate. Such
circumstances may include, but not be
limited to, a material misstatement of
the Company's audited resutts.

In addition, ctawback provisions were
introduced in 2015 and apply te cash
payrments made under the Annual Bonus
Scheme. Awards made under any of the
Company's other executive share plans

will similarly be subject to clawback
provisions. These provisions enable the
Committee, in its absolute discretion, to
rectaim awards paid to individuals for up
to three years after the respective vesting
or payment date {or up to two years in the
case of PSP awards) where specified
events occur. The specified events that
would trigger clawback include the
discovery of a material misstatement
resulting in an adjustment in the audited
consolidated account s of the Cormnpany,
the assessment of any performance
condition, terms or conditions in respect
of an award or payment that were based
on error, or inaccyrate or misleading
information, the discovery that any
information used to determine the
number of shares subject to an award or
amount payable was based on an error,
or inaccurate or misteading information,
the action or conduct of a participant
which, in the reasor}able opinion of the
Committee, amounts to gross misconduct
or a materiat breach of the participant’s
service contract that falls short of gross
misconduct, and events or behaviour of

a participant that have had a significant
detrimental impact on the reputation

of any member of the Group, provided
that the Cormnmittee is satisfied that the
relevant participant was responsible for
the reputational damage and that the
reputational damage is attributable to the
participant. Clawback may be effected,
amoeng octher means, by requiring the
transfer of shares, payment of cash or
reduction of awards.

PERFORMANCE CONDITIONS AND
TARGET SETTING

The Committee reviews annually the
measures, weightings and targets for the
incentive arrangements for the executive
directors. In doing so, the Committee
considers a number of factors which assist




in forming a view. These include, but are not
limited to, the strategic pricrities for M&S
over the short- to long-term, shareholder
feedback, the risk profile of the business
and the macroeconomic climate.

The Annual Bonus Scheme is measured
against a balance of profitability and
the delivery of key strategic areas of
importance for the business. The
profitability measure used is Group PBT
before adjusting iterns as this is used
internally to report and assess business
performance by the Board and Operating
Committee. Refer to the glossary on
pages 176 to 178 for the definition of
Group PBT before adjusting items, and
to note 5 of the financial statements

for a description of adjusting items.

The PSP is assessed against a balance
of measures identified as those most
relevant to driving both sustainable
top-line and bottom-line business
performance, as well as providing
value For shareholders, and strategic
alignment with the business.

This is reflected in the EPS and ROCE
measures which focus on a balance of
profitability, cost control and the
efficient use of capital investment.

The value delivered to shareholders is
reflected by Relative TSR which is
measured against a bespoke group of
retail companies which are believed to
provide a balanced portfolio of those
maost likely to be alternative investrment
choices for M&S shareholders.

ELEMENT APPROACH

Targets are set against the respective
annual and long-term gperating plans
taking into account analysts’' forecasts,
M&S’s strategic plans, prior year
performance, estimated vesting levels

and the affordability of pay arrangements.

Targets are set to provide a sustainable
balance of risk and reward to ensure that,
while being motivational for participants,
maxinmum payments are only made for
exceptional performance.

REMUNERATION FRAMEWORK FOR
THE REST OF THE ORCANISATION

M&S's philosophy is to provide a fair
and consistent approach to pay.
Remuneration is determined by level
and is broadly aligned with those of the
executive directors.

Base salaries are reviewed annually
and reflect the local labour market.

AlLUK colleagues are eligible to
participate in the Your M3S Pension
Saving Plan on the sarme terms as the
executive directors. In addition, all UK
colleagues are provided with life insurance
and colleague discount, and may

choose to participate in the Company's
all-employee share schemes and salary
sacrifice arrangements.

A significant number of colleagues are
eligible to be considered to participate in
an annual bonus scheme which for the
majority witt be a cash-based payment
partially determined by Group PBT
performance. For M&S$'s most senior

executives, part of the bonus is deferred
into shares for three years,

Around 170 of M&S's top senior executives
may be invited to participate in the PSP,
measured against the same performance
conditions as executive directors. Awargd
levels granted are determined to be
aligned with market practice and reflect
an individual's level of seniority as well

as their performance and potential within
the business.

FIGURE 3: RECRUITMENT POLICY &
SERVICE CONTRACTS

The table below sets out the Company's
policy on the recruitment of new executive
directors. Simitar considerations may also

1 apply where a director is promoted to

the Board.

In addition, the Committee in exceptional
circumstances has discretion to include
any other remuneration component or
award whichit feels is appropriate,
considering the specific circumstances
of the individual, subject to the limit on
variable remuneration set out below.

The rationale for any such component
would be appropriately disclosed.

For example, for internal promotional
appointments to the Board, the
Cornmittee would honour any pre-existing
contractual remuneration arrangements;
these arrangements may be outside of

the Policy detailed on pages 74 to 75.

Service
contract

- Allexecutive directors have rolling contracts for service which may be terminated by M&S giving 12 months’ notice and the
individual giving six months’ notice.

- There are no further abligations which could give rise to a remuneration or Loss of office payment other than those set out
in the Remuneration Policy and the Termination Policy.

- Thedirectors service contracts are available for shareholder inspection at the Company's registered office.

= Salaries are set by the Cormmmittee, taking into consideration a number of factors including the current pay for other executive
directors, the experience, skill and current pay level of the individual and external market forces.

— For new appointments to the Board, the Cominittee may set the rate of pay at the lower end of the rate for other directors
and/for other comparabile roles within the market with the intention of applying staged increases.

— The Committee will of fer & benefits package in line with our benefits policy for executive directors, '

Pension
benefits

= Maximurm contribution in line with our policy for future executive directors fcurrently up to 12% of salary).

Annual 8enus

Scheme executive directors.

— Eligible to take part in the Annual Bonus Scheme with a maximum bonus of 200% of salary in line with cur policy for

= A maximum award of up to 300% of salary in line with our policy.

Buy-out
awards

- Where an individual forfeits outstanding variable pay opportunities or contractual rights at a previcus employer as 3 result
of their appointment with M&S, the Committee may offer compensatory payments or buy-out awards, dependent on the
individual circumstances of recruitment, determined on a case-by-case basis.

- The Committee inits judgement normally intends that any such payments are made on a like-for-like basis and considers

issues such as the plan type, time horizons and valuation of the forfeited awards. The Committee’s intention would be to
ensure that the expected value awarded will be no greater than the expected value forfeited by Lhe individual.

- Where appropriate, the Committee may choose to apply performance conditions to any of these awards,
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FIGURE 4: TERMINATION POLICY

The Company may choose to terminate
the contract of any executive director
sumimarily in accordance with the terms
of their service agreement, on payment
inlieu of notice of a2 sum equal to salary,
benefits and pension as per their
contractual notice entitlement

(see page 89).

The Company can make a series of phased
payments which are paid in monthly
instalments, subject to mitigation. This
mechanism allows for the arnount of any
phased payments to be reduced by the
incorme from any alternative position
secured by the former director during

the phased payments period.

Service ;gfeements may be terminated
without notice and without any payments
incertain circumstances, such as gross
misconduct. The Company may require
the individual to work during their notice

ELEMENT APPROACH

REMUNERATIONPOLICY CONTINUED

pericd, or may choose to place the
individual on garden leave. Such a decision
would be made to ensure the protection of
the Company's and shareholders'interests
where the individual has had access to
commercially sensitive information.

The table below sets out key provisions
for directors leaving the Company under
their service contracts and the incentive
plan rules.

The Company's policy towards exit
payments allows for a variety of
circumstances whereby a director may
leave the business. In some cases, where
deerned suitable, the Cormmittee reserves
theright to determine exit payments,
where the director leaves by mutual
agreement. In all circumstandes, the
Committee does not intend to reward

. failure’ and will make decisions based
on the individual circumstances.
The Committee’s objective is that any

such agreements are determined
on anindividual basis and are in
the best interests of the Company
and shareholders at that time, and
reflect the director's contractual
and other legal rights.

CORPORATE EVENTS

In the event of a change of control or
winding up of the Company, unvested
share awards will normally vest on the
date that the Board notifies participants
of such an event. The number of shares
which may vest under awards in these
circumstances will be subject to any
relevant performance conditions and,
inthe case of PSP awards, unless the
Committee detegmines otherwise, time
pro-rating. In the event of a demerger,
special dividend or other event which,
in the opinion of the Committee affects
the price of shares, the Committee may
allow some or all of an award to vest.

Base salary.
benefits and

pension benefits

- Payment made up to the termination date in line with contractual notice periods.

Anpual Bonus
Scheme

of the bonus period.

- There is no contractual entitlernent to payments under the Annual Bonus Scheme. If the director is under notice or not
in active service at either the relevant year end or on the date of payment, there will be no entitlement to any bonus
payrment, either in cash or shares. The Committee may use its discretion as described abave to make a bonus award, which
is normally pro-rated for time worked during the relevant financial year and based on performance assessed at the end

Long-te-m
incentive awards

- Where a director ceases to be an officer or employee of the Group before the end of the retevant vesting period,
the treatment of outstanding awards is determined in accerdance with the planrules,

=~ In some circumstances, where a director leaves due to retirement, injury, ill-health, death or the sale of the director’s
employing company or business out of the Group, or any other reason at the discretion of the Committee andin accordance
withthe plan rutes, DSBP awards normally vest in full on cessation; PSP and ESOS awards which have been held for at least
12 months noreally vest when the level of performance has been assessed and agreed at the end of the three-year
performance period. RSP awards are considered on an individual basis but would typically be pro-rated for the time held
and vest on cessation. The Committee may determine these awards vest upon cessation as permitted in the plan rules,
In either circumstance, any relevant performance conditions would still apply te the PSP and ESOS awards and unless
the Committe¢ determines otherwise, would be time pro-rated and subject to the two-year holding period post-vesting.

Repatnation

— M&S may pay for repatriation where a director has been recruited from overseas.

Legal expenses
& outplacement

— Where a director leaves by mutual consent, MES may
outplacement services.

l:;eimburse for reasonabte legal feesan‘d pay for professional
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FIGURE 5: NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY (TO BE APPROVED ON 3 JULY 2020) -

The table below sets out our Policy for the operation of non-executive director fees and benefits at the Company. The Policy remaing
unchanged from the one approved by shareholders in 2017. Once approved, this Policy may operate for up to three years.

The Committee takes into account a number of factors when determining an appropriate fee level for the Chairman. The CEO and
executive directors determine appropriate fee levels for the non-executive directors and take into account the time commitment,
role responsibility and market practice in our comparator groups when doing so.

The Company may offer benefits to the Chairman and non-executive directors as detailed in the non-executive director policy
table below.

All non-executive directors have an agreement for an initial three-year term, these are availabie for inspection at the Company’s
registered office. The Chairman's agreement requires six months’ notice by either party. The non-executive directors’ agreements
may be terminated by either party giving three months’ notice.

ELEMENT PURPOSE AND LINK TO STRATEGY OPERATION AND OPPORTUNITY
To provide a fair fee at a level that attracts and retains a — Fees are determined by the Remuneration Committee.

high-calibre Chairman. - Total fee comprises the non-executive director basic fee
t t and the additionalffee for undertaking the role. L

- Paidin equal monthly instalments: may be made in cash
and/or shares.

Chairman’s fees

— Fees reflect the time commitment, demands and
responsibility of the role.

— Reviewed annually, taking into account market practice
in appropriate comparator groups, e.g. major retailers,
similar-sized listed companies.

— The maximum aggregate fees for the non-executive
directors’ basic fees, including the Chairman’s basic fee,
is £750,000 p.a. as set out in our Articles of Association.

Non-oxecutive Yo provide a fair basic fee at arate that attracts and retains — Feesare determined by the Chairman and
high-calibre non-executive directors. executive directors.
basic fee - Paid in equal monthly instalments; may be made in
cash and/or shares.

— Feelevel recognises the scope of the role and time
commitment required,

~ Reviewed annually, taking into account market practice
in appropriate comparator groups, e.q. major retailers,
similar-sized listed companies.

~ The maximum aggregate non-executive director basic
fees, including the Chairman, is £750,000 p.a. as set out
in our Artictes of Asscciation.

Additional fees To provide compensation to non-executive directors taking Additional fees are paid for undertaking the extra
on additionat Board responsibilities. responsibilities of:

- Board Chairman,
— SeniorIindependent Director.
— Committee Chairman.

Benefits To Facilitate the execution of responsibilities and duties - Inline with cur other colleagues, the Chairmanand
requifed by the role. ' non-executive directors are entitled toreceive !
colleague discount.

— The Company may reimburse the Chairman and
non-executive directors for reasonable expenses in
performing their duties and may settte any tax incurred
inrelation to these.

— The Chairman may also be entitled tothe use of acar
and driver.

— The Chairman and non-executive directors donot
participate in pension or performance-related schemes.
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REMUNERATION POLICY CONTINUED

FIGURE &: SUMMARY OF REMUNERATION POLICY (TO BE APPROVED ON 3 JULY 2024)

The diagram belew ilustrates the balance of pay and time period of each element of the Remuneration Policy for executive directors,

which,if approved, will take effect after the 2020 AGM. The Committee betieves this mixture of short- and long-termincentives and
fixed to performance-related pay is currently approprate for MES's strategy and risk profile.

Yaar | Yiear 2 Yearl Yawrh S

+Up to 100K salary (defuerad shires)
» Threa-year deferrai pariod

»No lurthar aarformance eonditans
~Matus provisions spply

t

- Two-year halding perid pot-vesting
Mo further partormance esnditions
~Clrwhack provisions My

APPLICATION OF REMUNERATION POLICY

The charts below provide an illustration of what could be raceved by sachof the executive directars in 2020/21 under the Policy.
These charts are illustrative as the actual value which witl vitimately be received will depend on business performance in the year
2020721 (for the cash element of the Annual Bonus Scherne) andlin the three-year period to 2022/23 (for the PSP), as well as share
price performance ta the date of the vesting of the share element of the Annual Borws Scheme and PSP awards in 2023.

DIRECTORS BASIS OF CALCULATIONS AND KEY
Steve Rowe Fixed Fieed remuneration orly. @ Fixed remuneration
£000 3472 Mo vesting under tha ABS and PSP, Includes all elermints of Fixed reruneration:
Target Inciud es the fallowing assumplions - Base salary {ettective 1 July 2020,
For the vesting of the incentve asshown in the tabie on page B2).
components of the package: ~ Pension benafity o detailed on page 82.
o5 ~ ABS:SDXOFMaXMUM, ASSUMES  _ Beneits {using the valut for 2019/26
B 0 hire price growth includedin the single figure table on
M - PSP 20%0f 250%, assumes page B1). For Eoin Tonge, the First year
ox Bl fiad % no share price growth. relocation fees have been excluded 33
Ficed Target  Maximum  Maumom i Includes the ft ing i these do not form part of his normal’
+ 50K Tor the vesting of the incentiva remunerstion arfahgrments.
EainTonge camponents of the package: @ Annusl Bonus Scheme (ABS)
£o00 - ABS:100% of maximum, Reprasants the potential valua of the annual

assurnes no share price growth. bonug for 2020121, Hall of any bonus would

L4050
30 - PSP \00% of 250%, assumes bedeferradinto shares for three years and
H no share price growth, thisisincluded in the value shown.
B H L Includes the following ) @rsP
+30X shars for the vesting of the incentive PSP sents b Salvatue of the
T3 53 i represenis tha potential v

components of the package: PSP to e swarded in 2020, wich would
~ ABS: 100%of maximum, wvest in 2023 subject fothe relevant
assurmes N share price growth. performance targets. Awards wavid then
- PSP 100K of 250% with 50X be held tor a further two years.
share price growth.
= GCrant share price for the
purpose of demonstrating the
50% growth taken as clasing
share price at 2019/20 year end.

g price
Fixed Targer Maximutn  Maximum  growth
+ 50N
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REMUNERATION

REMUNERATION REPORT

EXECUTIVE DIRECTORS' REMUNERATION

Each year, the Remuneration Committee
assesses the current senior remuneration
framewori to determine whether the
existing incentiv‘e arrangements remain
appropriately chaillenging in the context
of the business strategy, fulfil current
external guidelines and are aligned with
arange of internal factors including

the pay arrangements and policies
throughout the rest of the organisation,

is the framework strategically aligned

to the delivery of business priorities, but
also that payments made during the year
fairly reflect the performance of the g
business and individuals, A significant
proportion of the performance measures
used in the incentive schemes are
integrated with M&S's key performance
indicators {KPIs) and strategic priorities
detailed in the Strategic Report, as

The diagram below (Figure 7) details

the achievement of each executive
director under the Company’s incentive
schernes as a result ofshgrt- and
long-term performance to the end of

the reported financial year and
summarises the main elements of the
senior rernuneration framework. Further
details of payments made during the year
are set out in the table below (Figure B)

w
]
=
x
5
>
2

In its discussions, the Remuneration illustrated on page 68, and later in this report.
Cormmittee aims to ensure that not onty
FIGURE 7: REMUNERATION STRUCTURE 2019/20
Fixed pay + Annual bonus + Total pay for 2019/20
Base salary 200% salary maxinoum 250% salary awarded in 2017
bonus opportunity
(with 50% deferral)
Benefits Measured against adjusted

ol;_Groyp EBT befo:je Achievernent was 1.2%
Pension benefits _ adjustingitems an against targets set
individual performance

3% inline with other

M&S colleagues N

Measured against a balance

€ For more information see p83
3

o bonus payment

FIGURE 8: TOTAL SINGLE FIGURE REMUNERATION {AUDITED)

EPS, average ROCE and TSR

1.2% of award vested

Total payments are
c.25% of maximum
potential

@ For more information see p85

Director Year

Steve Rowe 2019/20 828 143 203 1,20 1,068 143
201819 810 47 203 1,517 1,046 47

Humphrey Singer  2019/20 456 [4] 4] 456 456 0

(to 31December 2019)  2018/19 439 0 0 439 439 0

Further details of Humphrey Singer's leaving arrangements can be found on page 89.

Note that the value of PSP awards vesting in 2018/19 has been restated to reflect the actual share price on the date of vesting, £1.93.
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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS'REMUNERATION CONTINUED

SALARIES

When reviewing salary levels, the increase since his appointment to CEC in Steve Rowe. Eoin Tonge will receive abase
Committee takes into account a number 2016, Humphrey Singer was awarded a 2% salary of £600,000 when he joins the

of internal and external factors, including increase in ine with increases granted to Company on 8 June 2020. For full details
Company performance during the the management population. Across the of his pay arrangements see page 89.
year, external market data, historic wider organisation salary increases in .

increases made to the individual and, 2019/20 ranged from 2% to 4%. The nextannual salary review for the

executive directors will be effective in

h o : For salaries effective July 2020, inlight Juky 2021,

salary review principles applied to the of the Covid-19 pandemic and the satary ; .

rest of the organisation. . P The table below details the executive
freeze across the wider organisation, the directors salaries as at 28 March 2020

As detailed in last year's report, for salaries  Committee discussed pay arrangements and salaries which will take effect from

to ensure a consistent approach, the

effective July 2019, Steve Rowe was for all colleagues and decided it was 1 July 2020
awarded anincrease of 3%, his first appropriate to also freeze the salary for o ’
FICURE 9: SALARIES )
’ ¢ ¢ Annualsalary Annual salary"
asof asof Changein
28March 202¢ 1July 2020 salary
. £000 E£0D0 Xincrease
Steve Rowe 834.5 8345 0%
Ecin Tonge - 600.0 N/A
BENEFITS (AUDITED) PENSION BENEFITS {(AUDITED)
The Remuneration Policy permits that During the year, Steve Rowe received a While Humphrey Singer was eligible to join
each executive director nnay receive acar cash payrnent in lieu of participation in the MBS pension scheme on the same
or cash allowance as well as being offered an M&S pension scheme. As reported Last terrmns as all other colleagues, he chose
the benefit of a driver. During the year, year, this cash payment was capped so to opt out of the scheme. He did not
intieu of a car allowance, Steve Rowe that Steve Rowe’s salary increase was not receive any additicnal paymentsin
received a car and the benefit of a driver. applied to this element of pay. Both the lieu of participation. On joining M&S,
Humphrey Singer received neither a car CEQ and the Committee are mindful Eoin Tonge wilt be eligible to join the
nor cash allowance and did not have the of the external sentiment. of executive MBS pension scheme on the same
benefit of a driver. Eoin Tonge will nat pension arrangements. As such, the terms as all other colleagues.
receive a car or cash allowance when CEOQ has agreed that his pension cash
he joins M&S inJune 2020. supplement be reduced to zerc over
In ine with all other colleagues, executive the next three years.
directors receivelife assurance, colleague Steve Rowe is a deferred member of the
discount and are eligible to participate Marks & Spencer UK Pension Scheme.
in salary sacrifice schemes such as Details of the pension accrued during
Cycle2Work. the year ended 28 March 2020 are
shown below.
FIGURE 10: PENSION BENEFITS (AUDITED)
Accrued increasein Transfer
pension Additional accrued value  value of total
Norral entitlement  value onearly InCeease in {net of accrued
retirement  asat year end retirement  accrued value inflation) pension
] [} age £000 £000 £000 {EDDQ £000
Steve Rowe 60 159 0 3 0 5,162

The accrued pension entitlement is the deferred pension amount that Steve Rowe would receive at age 60 if he left the Company on
28 March 2020. All transfer values have been calculated on the basis of actuarial advice in accordance with the current Transfer Value
Regulaticns. The transfer value of the accrued entitlement represents the value of the assets that the pension scheme would transfer
to another pension provider on transferring the schemae’s liability in respect of a director’s pension benefits. It does not represent sums
payable to a director and therefore cannot be added meaningfully to annual remuneration.
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ANNUAL BONUS SCHEME

ANNUAL BONUS SCHEME 2019/20 {AUDITED)

Annuat performance for the year

was measured against Croup PBT
before adjusting items (PBT) (70%) and
individual performance (30%). PBT is
used as a core bonus measure as it is
considered to be animportant measure
of overall performance and is consistent
with how business performance is
assessed internally by the Board and
Operating Cormmittee.

Individual performance was measured
against a scorecard of individual measures
set against key areas of delivery of the
transformation plan deemed most critical
to the future sustainable success of M&S. ¢
Individual performance was measured
independently of PBT performance but
mirroring arrangements elsewhere in the
business, noindividual element could be
earned until the threshold needed to
secure payment under the corporate
element was similarly achieved.

PBT outturn for the year was £4031m
which was below the threshold set to
trigger payments under either the
corporate element or the individual
element of the Scheme, As such, no
bonuses under the 2019/20 Annual Bonus
Scheme will be paid to anyone inthe
organisation, including executive
directors. This is reflected in the total
bonus paid columnin Figure 11 and
directly corresponds to the value shown
in the single figure table on page 8i.

Despite there being no bonus payment
under the 2019/20 Scheme, the
Committee continued to review

the achievemnent of the individual
objectives set at the start of the financial
year to fulfilits remit and to enable
transparent disclosure to shareholders.
For completeness, the table below shows
the achievement against individuat
objectives for the CEQ, as noted by the
Committee. In noting this performance,

FIGURE 11: ANNUAL BONUS SCHEME OUTTURN 2019/20 (AUDITED)

the Committee considered not only the
achievement against the predetermined
targets, but also the wider performance
within these specific areas to ensure
that any achievement noted was
representative of overall performance.

The Committee ensures that targets set
are the retevant drivers of required annuat
performance, recognising that it operates
in the context of a highly competitive
market and uncertain market conditions.
Some of the specific targets set for
2019/20 remain commercially sensitive
and so are not disclosed. To the extent
these targets are hot able to be fully
reported, they have been described.

The Committee will continue to assess
the commercial sensitivity of targets with
the aim of disclosure wherever possible,
while ensuring that any measures set are
those most appropriate to restore the
business to profitable growth.

Corporate
Dwector  (70%) individual (30%)
Steve Rowe Accelerate the transformation in culture, organisation and capability across the business EOK/EN.67TM
PBY Continued recruitment of high-calibre senior leaders in key roles to further strengthen the management varall
ey Overall %
team throughout the year, of salary
New behaviours launched throughout the business and adopted at all levels. Further embedding the (200% rmax)
process of decentralisation into the family of businesses structure. Delivering a significant increase in o%

w
(&)
4
I
z
[=
w
o
3

Targetsinciude
IFRS 16 adjustrments

Threshold
E466m

£4033m

store engagement bringing back the voice of the stores through a programme of store feedback calls and
store managerment engagement in addition to using modern “Teams based™ technology direct to mobile
devices across the business.

Oversee the improvements in supply chain and range management

In Food, the successful trials of the 'Vangarde’ supply chain project were cascaded through the first
depot, delivering improvements to both availability and waste on a sustainable basis.

The rollout of the clothing warehouse management system was completed and we transitioned to

six distribution centres in line with our strategy. Improvements to the Donington distribution centre
enabled later cut-offs for online ordering and allowed us to achieve our highest ever rate of distribution
for e-commerce at Christmas this year,

Accelerate online gfowth and exploration of digital capsbilities

While strong foundational improvements were made during the year, digital growth was lower than
planned. Review of Sparks loyalty programme and insight optimisation ptanin progress to provide a
more personalised customer-focussed experience.

Drive the transition towards a mores technology enabled store operation and partfolio

Store colleagues continue to receive an enhanced digital tool kit through new APls on the Honeywell
devices. They supported more accurate stock management and replenishment, better commercial
information and new payment solutions. In addition our partnership with Microsoft enabled several
enhhancements to Teams which have meant our store and office colleagues are more connected than ever.

All stores received upgrades to Wi-Fi ¢apability and we continued to develop a click and collect operation,
As aresult of substantiat changes in our IT capability, we were able to remove the mainframe for the first
time making us more efficient and cost effective.

Successfully established the investment in Ocado Retail Limited including leadership operations
and financing

Successful completion of the acquisition of 50% of Ocado Retail Limited, funded by the rights issue.

3 :

Stretch sirong leadership at executive level putin place in partnership with Ocado Solutions team, Effective
™ Board structure put in place, and good ways of working and governante established. Launch of M&S
0% product due to go live on | September 2020, and ontargel to include an expanded range.
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REMUNERATION REPORT CONTINUED

ANNUAL BONUS SCHEME CONTINUED

DEFERRED SHARE BONUS PLAN
(AUDITED)

Currently 50% of any bonus payment is
compulsorily deferred into shares. These
awards vest after three years subject to
continued employment as well as malus
provisions. As no bonus was awarded in
respact of performance year 2018/19,

no share awards under the Deferred
Share Bonus Plan (DSBP) were made
during the year. Inrelation to the 2019/20

performance year, as no bonus awards
under the Annual Bonus Scheme have
been made, there will be no awards under
the OSEP made in 2020,

ANNUAL BONUS SCHEME FOR 2020721

During the year, the Committee reviewed
the 2020/21 scheme, considering the
accelerated transformation programme,
‘Making MA&S Special Again'and bonus
arrangements elsewhere inthe business.

PERFORMANGE SHARE PLAN (PSP)

While the intended structure, as detaited
onpage 75 in the Policy table, remains
unchanged from 2019/20, the Commiittee
has agreed that for 2020/21 only there
will be no bonus scheme in operation for
the executive directors.

Executive directors will still continue

to be measured against a scorecard of
individual objectives aligned to the
strategic priorities set out earlier in this
report, however no financial payment will
be madein respect of their achievernents.

PSP AWARDS MADE IN 2019/20 (AUDITED)

L1

$ L

Asreported last year, having considered
the extent to which the long-term
incentive framework remained retevant,
the Committee determined that the
existing structural arrangements
remained aligned with the focus on
maximising shareholder value by restoring
the business to profitable growth. The
three performance measures used in the
2018 PSP award, Adjusted EPS (EPS),
Average ROCE (ROCE) and Relative TSR
{TSR), were still considered to be the key
drivers to deliver these core priorities.

In line with the 2018/19 award, Measures
used in 2019/20 were equally balanced
to ensure an appropriate focus on all
three metrics.

TSR is measured against a bespoke group
of 13 companies taken from the FTSE 350
General and Food & Drug Retailers indices,
reviewed prior to grant to ensure the
constituents remained appropriately
aligned to M&S’s business operations to
best reflect the value of shareholders’
investment in M&S over the respective
performance period. These companies
arelisted in Figure 13.

The remainder of the award is measured
equally against EPS and ROCE ensuring
abalanced focus on all three
performance metrics.

As was reported last year, each executive
director was granted an award of

conditional shares of 250% of salary.

The grant was made on 25 June 2019,

In line with Policy, awards wilt vest three
years after the date of grant, to the extent
that the performance conditions are met,
and must then be held for a further two
years, Clawback provisions apply during
this holding period, the trigger events that
would resultin clawback being enforced
are detailed on page 76.

Consistent with previous years, 20% of
awards will vest for threshold performance
increasing to 100% on a straight-line basis
between threshold and maximum
performance. Detailed targets can

be seenin Figure 12.

FIGURE 12: PERFORMANCE CONDITIONS FOR PSP AWARDS MADE IN 2019/20 (AUDITED)

Adjusted EPSin Average ROCE

022 (2019/20-202/2D)
) (%) Relative TSR
2019420 awarg 173 of award /3 of sward /3 of award
Threshold performance 22.7p ’ 10.2% Median
Maximum performance 28.5p 12.7% Upper quartile

Targets outlined above are stated on a post-IFRS 16 basis and include adjustments that have been made for the impact of the

investment in Qcado Retail Limited.

FIGURE 13: TSR COMPARATOR GROUP 2019/20 AWARD

JSainsbury ' B&M European ¢ Kingfisher :

Wm Morrisons Dixons Carphone N Brown Group

Tesco Dunelm Group Next

ASCS JD Sports Fashion Frasers (formerty Sports Direct International)

WHSmith

FIGURE 14: PSP AWARDS MADE [N 2019/20 {(AUDITED)

Threshold Facevalue End of

Basis of award level of of award performance
% of salary vesting EQOO period Vesting date
Steve Rowe 250% 20% 2,086 02/04/2022 27/06/2022
Humphrey Singer 250% 20% 1530  02/04/2022  27/06/2022

PSP grants were made as a conditional share award, When calculating the face value of awards to be granted, the number of shares
awarded was multiplied by the average mid-market share price on the five dealing days prior {o the date of grant. For the 2019 award,
the share price was calculated as £2.1206, being the average share price between 18 June 2019 and 24 June 2019.

Humphrey Singer's award lapsed in full when he left M&S on 31 December 2019,
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PERFORMANCE SHARE PLAN (PSP) CONTINUED

FIGURE 15: PSP AWARDS VESTING IN 2019/20 (AUDITED)

For directors in receipt of PSP awards granted in 2017, the awards will vest in August 2020 based on three-year performance over
the period to 28 March 2020. Performance has been assessed and it has been determined that 11.2% of the total award will vest.
The Committee reviewed this level of vesting against the wider business performance of the period and determined this tevel of
payment was appropriate; no discretion was applied either for share price movements or for formulaic vesting outcomes.,

Details of performance against the specific targets set are shown in the table below.

The total vesting values shown in Figure 16 directly correspond to the figure included in the single figure table on page 81.

Average

ROCE

Adjusted EPS (201718~

in 2019/20 20972
) %) TSR

2017/18 award f3ofaward i/3ofaward /3 of award
Thresheld performance [ 26.8p 121% Median ¢ nN.2%
Maximum performance 32.8p 15.6% Upperquartile
Actual performance achieved 16.7p 12.7% Below Median
Percentage of maximum achieved 0% 1.2% 0%

Targets outlined above are stated on a post-IFRS 16 basis and include adjustments that have been made for the impact of the
investment in Ocado Retail Limited.

FICURE 16: VESTING VALUE OF AWARDS VESTING IN 2019/20 (AUDITED)

Ongrant At the end of performance period (28 March 2020)
Nurmber of I padt ol
shares granted share prc
{incl, rights issue %X of salary Number of Number of pertormance
adjustment) granted shares vesting shares lLapsing

Steve Rowe 638,436 250% 71,505 566,931 -50% £144k

Total vesting values are based on a share price of £1.65 (the average share price from 2 January 2020 to 28 March 2020) plus a dividend
equivalent of £0.365 per share.

The final vesting values also reflect a 50% decline in share price between grant and vesting. as illustrated on page 70 of this report.

PSP AWARDS TO BE MADE IN 2020/21

Between September 2019 and January 2020, the Committee reviewed the long-term incentive framework at M&S, assessing the
extent to which it remained suitable and actively consulted with shareholders during this time. As part of this review and engagement
process and taking into account shareholder feedback, it was determined that 20% of the PSP award should be based upon strategic
transformation goals relevant to the achievement of the business strategy over the next three years, The remaining 80% of the award
would be based on EPS (30%), ROCE (30%) and Relative TSR (20%) similar to recent years. Consulted shareholders were supportive

of this approach.

The Committee believes in the importance of strategically-aligned incentives so that executive directors are motivated to deliver
the commercial success of M&S. The Committee’s aimn is to ensure realistic and sustainable targets to support the delivery of such
success. After careful consideration, and as a direct impact of the current unprecedented trading and financial environment, targets
for the 2020 awatds to be granted in July will be délayed until appropriately stretchihg but realistic goals can be set. This will allow
Steve Rowe and his leadership team sufficient time to review M&S's long-term business plan in view of the emerging Covid-19impact
over the medium- and long-term. M&S remains committed to clear and transparent communication and intends to engage with

its major shareholders with more detail on the targets prior to them being agreed. Targets will be set and disclosed no later than

31 December 2020.

It is the Committee’s intention to significantly reduce the quantum of the PSP award to be granted in July 2020, recognising the
material fall in share price over the last year. For 2020, it is proposed that Steve Rowe and Eoin Tonge will be granted an award of
175% of salary instead of the typical 250% of salary. The Committee anticipates that it will revert to normat award levels for 2021,
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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS’ REMUNERATION

FICURE 17: DIRECTORS’ SHAREHOLDINGS (AUDITED)

The table below sets out the total number of shares held by each executive director serving on the Board during the pericd to
28 March 2020, or at their date of retirement from the Board. Shares owned outright include those held by connected persons.

There have been no changes in the current directors' interests in shares or options granted by the Company and its subsidiaries
between the end of the financial year and 26 May 2020. No director had an interest in any of the Company's subsidiaries at the
statutory end of the year.

Unvested

With Without

performance performance
conditions conditions Vested but
Shares owned Performance Deferred Share unexercised
outright Share Plan Bonus Plan shares.
Steve Rowe 373,87 2,302,782 90,744 196,374
Humphrey Singer (to 31 December 2019) 22,500 0 0 0

FIGURE 18: SHAREHOLDING REQUIREMENTS INCLUDING POST CESSATION {AUDITED) h

All executive directors are required to hold shares equivalent in value to a minimum percentage of their salary within a five-year period
from their appointment date. For the CEO, this requirement is 250% of salary and for other executive directors the requirementis
200% of satary. A similar requirement of 100% of salary currently applies to members of the Operating Cornmittee below Board level.

The chart below shows the extent to which each executive director has met their target shareholding as at 28 March 2020, or date of
retirernent from the Board. For Steve Rowe, his 250% shareholding requirement is measured frorm the date he was appointed CEQ.
The target shareholding for Humphrey Singer prior to leaving on 31 December 2019 was 150%.

For the purposes of the requirements, the net number of unvested share awards not subject to performance conditions is included
and is reflected in the chart below The Committee continues to keep both shareholding requirement guidelines and actual director
shareholdings under review and will take appropriate action shoutd they feel it to be necessary.

Supporting the Committee’s intention to drive long-term, sustainable decision-making for the benefit of M&S and our sharehoiders
and in line with the 2018 Code changes and the Investment Association's updated guidelines, directors are required to continue to
hold their shareholding requirement, or, if their level of shareholding is betow the requirement, their actual shareholding for two years
after leaving M&S.

Steve
I |

Rowe ]129.72%

250% of salary

Humphrey
Singer
Asatdl
December 2019

[ ]7.50%

150% of salary |

@ Shares owned outright ) Unvested DSBP/RSP shares ) Vested and unexercised shares Sharehoiding requirement

EMPLOYEE SHARE SCHEMES

ALL-EMPLOYEE SHARE SCHEMES

(AUDITED) DILUTION OF SHARE CAPITAL BY EMPLOYEE SHARE PLANS

i

Executive directors may participate in
both ShareSave, the Company's Save

As You Earn Scheme, and ShareBuy,

the Company's Share incentive Ptan,
onthe same basis as all other eligible
colleagues. Further details of the schernes
are set out in note 13 to the financial
statements on pages 141 to 143,
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Awards granted under the Company’s
Save As You Earn Scheme and the
Executive Share Option Scheme are
rnet by the issue of new shares when
the options are exercised.

Allother share plans are currently met by
market purchase shares. The Company
monitors the number of shares issued
under these scharmes and theirimpact

on dilution limits. The Company's usage
of shares compared with the dilution limits
set by the Investment Associationin
respect of all share plans (10% in any
rolling ten-year pericd) and executive
share plans (5% in any rolling ten-year
period) as at 28 March 2020iis as follows:

Figure

Actual

19: All share plans

| 4.08%

Limit

]1ox

Figure

Actual
Limit

20: Executive share plans
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EXECUTIVE DIRECTORS’' REMUNERATION CONTINUED

FIGURE 21: EXECUTIVE DIRECTORS' INTERESTS IN THE COMPANY'S SHARE SCHEMES (AUDITED)

Maximum
feceivable at
Maximum Adjusted for 28 March 2020
receivable at corporate  Awardedduring  Exercised during Lapsed during (or date of
1April 2619 transaction the year the year the year retirement)
Steve Rowe

Performance Share Plan 1,824 538 72,014 983,801 0 381197 2,499,156
Deferred Share Bonus Plan 19,675 4,722 o] 33,653 O 90,744
SAYE 3,461 136 5,960 0 (Y] 9,557
Total 1,947674 76,872 589,761 33,663 381197 2,599,457

Humphrey Singer
Performance Share Plan 484,966 19,141 721,493 0 1,225 600 0
Deferred Share Bonus Plan [s] [¢] 0 8] 1] 0
SAYE : ' 0 0 i 0 0 "0 0
Total 484966 19,141 721,493 4] 1,225,600 0

The aggregate gains of directors arising in the year from the exercise of awards granted under the DSBP totalled £69,056 basedon a
share price on the date of exercise of £2.052. The market price of the shares at the end of the financial year was 99.18p; the highest and
lowest share price during the financial year were 277.46p and 91.70p respectively.

Hurnphrey Singer retired from the Board and left the Company on 31 December 2019, His Performance Share Plan awards lapsed in

w

full upon leaving. Details of his leaving arrangements are set out on page 89. §
Figure 22 shows the time horizens of outstanding discretionary share awards for ali directors serving on the Board during the year. ;T,
FIGURE 22: VESTING SCHEDULE OF EXECUTIVE DIRECTORS' OUTSTANDING DISCRETIONARY SHARE AWARDS v
Maximum 2020721 2021122 2022/23
receivable at
28 March 2020
{ail discretionary Maxinmum Maxirmum Maximum
sthemes) receivable Lapsed receivable Lapsed receivable Lapsed
Performance Share Plan 2,499,156 71506 566931 680,545 - 983,801 -
Steve Rowe Deferred Share Bonus Plan 90,744 90,744 - - - -

As reported on page 85, the 2017 PSP awards included within the totals shown in Figure 22 will vest at 11.2% in August 2020. This has
been reflected above in the 2020/21'Lapsed’ column.
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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS' REMUNERATION CONTINUED

FIGURE 23: PERFORMANCE AND CEO REMUNERATION COMPARISON

This graph illustrates the Company's performance against the FTSE 100 over the past ten years. While M&S is not currently a
constituent of the FTSE 100 Index, the Committee feels that it remains the most appropriate comparator. The calculation of TSRis in
accordance with the relevant remuneration regulations. The table below the TSR chart sets out the remuneration data for girectors

undertaking the role of CEQ during each of the last ten financial years.

200900 2000/ 20112 202/13 200314 01905 2015016 200617 207718 2008119 2019720
- Marks and £ Em
Spanter 300 40
Group ple (€]
-=« FTSE100 250 35
Index (£)
Securce: 200 30
Thomson 2B/O3/1S 30/03N9 2
-0l N0ING —— 5
® ::‘::" 150 /0304 02/04/16 _.-ﬂ‘ﬂ-..-.ﬂf—-- .o *aa 28/03/20 20
Executive 30/03/13__ T pmma oS v e e s
total 100 i3
muneration .
"f'm) ! ©3/0472000 10
50 ®
. . 5
o L ® b . L] ™ ] ™ o
CEC
CEOsingle Steve Rowe - - - - - - 1,642 1,123 1.517 1,211
figure (£000)  Marc Bolland 5,998 3,324 2,42 1,568 2,095 2,015 - - - -
Stuart Rose 269 - - - = - - - - -
Annual bonus  Steve Rowe - - - - - - 36,98% 0.00% 0.00% 0.00%
DBY;HE'“ ) Marc Bolland 45.80%  3400%  42.50% 0.00%  3055%  3190% - - - -
(% of maximum) Stuart Rose 57.40% - - - - = - - - -
PSP vestipg Steve Rawe - - - - - - 0.00% 8.20% 34.0% n.2%
(% of maximum} marc Bolland - 31.96% 0.00% 7.60% 4.70% 4.80% - - - -
Stuart Rose 0.00% - - - - - = - - -
Marc Bolland was appcinted CEQ on 1 May 2010. His single figure for 2010/N includes recruitment awards made to him at that time
to compensate him for incentive awards forfeited on ¢essation from his previous employer. Stuart Rose undertook the role of
CEO frorm 31 May 2004 to 30 April 2010.
FIGURE 24;: PERCENTAGE CHANGE IN CEO'S REMUNERATION
© Read moreonp73
FICURE 25: RELATIVE IMPORTANCE OF SPEND ON PAY
tei 20182019 201920
he tabls pposte llustrtes the o n  xouen
comparison with profits before tax and Total colleague pay 1,51.0 1,464.4 -3.08
distributions to shareholdefs by way of Total returns t¢ shareholders bo3035 1913 +37.03
dividend payments ang share buy-back. Group PBT before adjusting items 5.7 4031 -21.22

Total colleague pay is the total pay for
all Group cotleagues, Croup P8T before
adjusting items has been usedas a
comparison as thisis the key financial
metric which the Board considers when
assessing Company performance.
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EXECUTIVE DIRECTORS' REMUNERATION CONTINUED

FIGURE 26: SERVICE AGREEMENTS

inline with our Policy, directors have
rolling contracts which may be terminated
by the Company giving 12 months notice
or the director giving six months’ notice.

Date of Notice period/

appointment unexpired term

Steve Rowe 02/04/2016 12 months/6 months
Eoin Tonge 08/06/2020 12 months/6 manths

CHANCES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2019/20

PAYMENTS FOR THE LOSS OF
OFFICE (audited)

As announced on 16 October 2019,
Humphrey Singer stepped down from the
Board and left M&S on 31 December 2019,
Remuneration terms on leaving were in
line with the approved Remuneration
Policy. Humphrey was entitled to receiveg
salary and benefits, by way of phased

monthly payments from 1 January 2020
to 31 March 2020, subject to mitigation.
As per the terms of the approved
Remuneration Policy, these payments
ceased when Humphrey's new
employment commenced in January
2020. The only payment made to
Humphrey as a result of his l’eaving

M&S was £10,692 in respect of accrued

CHANGES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2019/20

but untaken holiday as per the
Company’s standard holiday policy
for leavers. Alt outstanding share
awards lapsed on leaving.

PAYMENTS TO PAST

DIRECTORS {audited)

There were no payrents made to past
directors during'the period.

DIRECTORS APPOINTED TO THE BOARD
Eoin Tonge wilt join the Board on

8 June 2020 as Chief Financial Officer.

His remuneration upon appointment was
in line with the approved Recruitment
Policy detailed on page 77 with a basic

FIGURE 27: EXTERNAL APPOINTMENTS

annual salary of £600,000. Ecin receives
neither a car allowance nor a pension cash
allowance but he will be able tojointhe
pension scheme on the same terms as
colieagues. Eoin will be provided with
short-term domestic moblility allowances
and as per the Company’s recruitment

policy he will receive replacement share
awards to compensate him for those
forfeited by him joining the business.
These awards will vest in occurrence with
the original award time horizons. The rest
of Eoin’s incentive arrangements are
aligned with that of an executive director.

w
)
=
x
w

.
5

The Company recognises that executive
directors may be invited to become
non-executive directors of other
companies and that these appointments
can broaden their knowledge and
experience to the benefit of the Company.
The policy is for the individual director
toretain any fee. The fees inthe table
opposite reflect those earned by
Humphrey Singer from 1 April 2019

to 31 December 2019, his date of

leaving M&S.

F
Director Periodearned Company Eogg
Humphrey Singer 01/0472019-31/12/2019  Taylor Wimpey 58
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REMUNERATION REPORT CONTINUED

NON-EXECUTIVEDIRECTORS' REMUNERATION

FIGURE 28: NON-EXECUTIVE D{IRECTORS’ TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Non-executive directors receive fees
reflecting the time commitment, demands
and responsibilities of the role. Fees paid
to the non-executive directors and Board

Feelevels will be reviewed again during 2020/21 as per the normal annual process.
Changes to the Board during the year are detailed below.

Adcitional
Foo

Beretits,
£00D

Chairman for 2019/20 and 2018/19 are co0o
detailed in the table opposite. Director Year
Benefits include expensereimbursements  Archie Norman 2019/20 | 538 19
relating to travel, accommodation and 2018/19 70 530 n 61
subsistence in connection with the
attendance at Board and Committee Andy Halford 2019/26 l 3 9 102
meetings during the year, which are 208/19 70 23 0 93
deemed by HMRC to be taxable. The Alison Brittain 2019/20 71 0 0 fal
amaunts in the table opposite include 201819 70 0 [4] 70
the grossed-up cost of UK tax paid -
by the Company on behalf of the Andrew Flshber gg::l]z : 77(’; ]: g * :g
non-executive directors. Non-taxable — /
expense reimbursements have not Katie Bickerstaffe 2019/20 n 0 3 74
beenincluded in the table. 2018/19 51 0 2 53
During the year, fees for all non-executive  Pip McCrostie 2019/20 71 0 o n
directors were reviewed. Taking into 201819 5t 4] 1 52
account the relevant market data, Justin King 2019/20 7 0 Y n
the salary freeze for M&S colleagues, 2018/19 8 ") C e
and given fees were increased with effect
from 1 July 2019, no increase to fees
was awarded.
FIGURE 29: NON-EXECUTIVE DIRECTORS’ SHAREHOLDINGS (AUDITED)
The non-executive directors are not the year as at 28 March 2020 (or upon their sh:r‘:s"‘h:;;:’: sh";‘:sm::
permitted to participate in any of the date of retiring from the Board), including at 28 March 3t 26 May
Company'sincentive arrangements. those held by connected persons. Director 202 2020
All non-executive directors are required . _ . Archie Norman . 148,600 Nochange
to build and maintain a shareholding Changes in the current non-executive Andy Halford 25200 No chan
of at least 2.000 shares in the Compan directors’ interests in shares in the ndy Hatro B change
within two n.'lonths oftheirappointgeri Company andits subsidiaries betweenthe  Alison Brittain 615 No change
tothe Board. end of the ﬁnancialyear and _26 May 2020 Andrew Fisher 4,243 No change
) . are shown inthe table opposite. Katie Bickerstaffe 2.800 24,800
The table opposite details the T -
shareholding of the non-executive Pip 'f'cc_"”t" 7,200 Nochange
directors who served on the Board during Justin King 44,000 64,000
FIGURE 30: NON-EXECUTIVE DIRECTORS’ ACREEMENTS FOR SERVICE
Non-executive directors have an Director Date of appointment Notice period/unexpired term
agreement for service for an initial Archie Norman 01/09/2017 6 monthsf6 months
three-year termwhichcanbe terminated  Andy Halford 01/01/2033 3 months/3 months
2:’):’::2’ party gving tt:fgr':;?r’r‘:‘"s alison Brittain ; 01/01/2014 3 months/3 months
fce (six ) or an). Andrew Fisher 01/12/2015 3 months/3 months
:he tlfble opposite sets Ot;f ;heée terms Katie Bickerstaffe 10/07/2018 3 months/3 months
orall current members of the Board. Pip McCrostie 10/07/2018 3 months/3 months
Justin King 01/0/2019 3 months/3 months

NON-EXECUTIVE DIRECTOR CHANGES TO THE BOARD DURING 2019/20

DIRECTORS APPOINTED TO THE BOARD

Tamara Ingram and Sapna Sood will join
the Board as non-executive directors on

1 June 2020. Tamara and Sapna receive the
standard annual non-executive director
fee of £71,500 and are members of the
Nomination Committee.

90  Masarks and Spencer Group plc

ROLE CHANGES WITHIN THE BOARD

Katie Bickerstaffe started in her role

of Chief Strategy and Transformation
Director on 27 Aprit and will step down
from the Board at the ACM on 3 July 2020.

DIRECTORS RETIRING FROM

THE BOARD

Alison Brittain will retire as a non-
executive director and step down from
the Board prior to the AGM on 3 July
2020. There were no payments made
for loss of office to Alison.



REMUNERATION COMMITTEE

REMUNERATION COMMITTEE REMIT

During the year, the Remuneration Committee reviewed the Terms of Reference ensuring that they reflected the government's
latest recommendations and the revised principles of the Remuneration Policy, as set out inthe UK Corporate Governance Code
2018. In addition, the Committee delegated authority to management in determining the leaving and joining arrangements for
senior colleagues below the tevel of Operating Committee, The Terms of Reference can be found on the Company’s website at
corporate.marksandspencer.com/investors/corporate-governance/governance-framework

KEY RESPONSIBILITIES

The role of the Committee continues to have

a strong fecus on ensuring an appropriate
alignment between the remuneration of
executive directors and Operating Committee
directors and that of colleagues across M&S,
ensuring that the senior rernuneration strategy
and framewaork is strategically aligned with

the business but that it also attracts and
recognises the talent requiredto drive
transformation and cultural change within
MES. Broadly, the responsibilities are as follows:

= Setting remuneration policy and practices
that are designed to support strategy and
promote the long-term success of M&S
while following the below principles:

Clarity - remuneration arrangements
are transparent and promote effective
engagement with shareholders and
the workforce.

«  Simplicity - remuneration structures are
uncomplicated, and their rationale and
operation is easy to understand.

- Risk-ensure that reputational and
other risks from excessive rewards,

and behavioural risks that can arise
from target-based incentive plans,
areidentified and mitigated.

+  Predictability - the range of possible
values of rewards to executive directors
are identified and explained at the time
of approving the policy.

- Proportionality - the link between
individual awards, the delivery of strategy
and the long-term performance of the
Company is clear. Outcomes shouid not
reward poor performance.

Alignment to culture —incentive
schemes that drive behaviours consistent
with M&5’s purpose, values and strategy.

- Determining the terms of employment and
remuneration fFor the executive directors
and Operating Committee directors,
including recruitment and termination
arrangements.

— Considering the appropriateness of the
senior rernuneration framework and
exercising independent judgement and
discretion when authorising remuneration

REMUNERATION COMMITTEE AGENDA FOR 2019/20

outcomes, taking account of Company
and individual performance, and the
context of the wider workforce.

- Noting the total pay budgets inctuding
salary, bonus and share scheme atlocations
across all of M&S together with the
principles of allocation toensure
appropriate consistency with the 1
senior pay frameworks.

- Approving the design, targets and total
payments for all performance-related pay
schemes operated by M&S, seeking
shareholder approval where necessary.

~ Assessing the appropriateness and
subsequent achievernent of performance
targets relating to any share-based
incentive plan for the executive and
Operating Committee directors.

~ Receiving direct feedback from BIG the
Croup’s colleague representative body,
colleague voice surveys and managerment
reports to ensure colleague views on Group
culture, including remuneration strategy
and diversity and inclusion are considered.

w
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RECULAR ITEMS
Pay arrangements

- Within the terms of the M&S Remuneration
Policy, approval of the remuneration
packages for the executive directors and
Operating Cornmittee directors, and any
termination payments where appticable.

- Consideration of the appropriateness of
the senicr remuneration frameworkin the
context of the rest of the organisation and
external governance.
Ngoting of the total budgeted salary
expenditure across M&S, ensuring principles
for reward allocation are aligned across M&S.
Annual Bonus Scheme
- Review of achievernents against
2019/20 performance objectives for
executive directors and Cperating
Committee directors.
- Approval of targets for the 2020/21
Annual Bonus Scheme ensuring that the
performance conditions are transparent,
stretching and rigorously applied,

- Approvalof the 2020721 individual
performance objectives for executive
directors and Operating Committee
directors.

- Noting of the total budgeted expenditure
for the Annual Bonus Scheme across M&S.

Long-termincentives

— Approval of 2020 PSP awards for the
executive directors and Operating
Committee directors, following
engagement with key stakeholders.

- Approval of vesting level of the 2017 PSP
awards across M&S.

« Regular review of allin-flight performance
share plans against targets.

- Consideration of long-term share awards
granted to colleagues beiow Operating
Committee (evel.

Governance and external market

- Review of the M&S Remuneration Poticy,
ensuring it continues to support the
long-term success of M&S, is aligned with
the 2018 UK Corporate Governance Code,
other external governance and emerging
best practice.

EFFECTIVENESS OF THE REMUNERATION COMMITTEE

- Review the appropriateness of the senior
remuneration frarnework in the context
of the rest of the organisation and
external governance,

- Approval of the Directors’ Remuneration
Report for 2019/20 and review of the AGM
voting outcome for the 2018/19 Report.

- Review of the Committee’s performance
in 2M9/20, including assurance that the
principles of the revised Terms of Reference
and broader remit of the Committee
are embedded,

-. Assessment of the externat market when
considering remuneration arrangements
for executive directors and Operating
Committee directors.

- Review the effectiveness and transparency
of remuneration reporting.

- Noting of direct feedback from the Business
Involvermnent Croup (BIC) M&S's colleague
representative body to ensure that all
employee views are received and considered
by the Board when making remuneration
and reward decisions.

2020/21 ACTION PLAN

An external review of the effectiveness of the
Remuneration Committee was conducted by
Gurnek Bains and Georgia Samolada of Global
Future Partners. The review established that
the Committee operates effectively and

ensures sound independent review of
remuneration policies. Developmental
feedback and support will be provided as
part of the review process.

- Review the M&S Remuneration Policy and
framework to ensure strong alignment
with the Never the Same Again strategy
and transformation acceleration.

- Continued alignment of executive
remuneration with the approach to pay
across the wider workforce {e.g. CEQ Pay
Ratic. Gender Pay Gap, Diversity).

Annual Report & Financial Statements 2020 a1



]

REMUNERATION REPORT CONTINUED

REMUNERATION COMMITTEE CONTINUED

FIGURE 31: REMUNERATION COMMITTEE MEETINGS

The table opposite details the
independent non-executive directors
that were members of the Committee
during 2019/20.

COMMITTEE ADVISERS

Max muam

<inle

MEMBER
Andrew Fisher 1October 2018

(Chairman)

Archie Norman 3 Novermnber 2017 7 7 100%
Katie Bickerstaffe 10 July 2018 7 7 100%
{to 26 April 2020)

In carrying out its responsibilities, the
Committee is independently advised by
externat advisers. The Committee was

% advised by PwC during the year. PwCis a
founding member cof the Remuneration
Consultants Group and voluntarily
operates under the Code of Conduct
in relation to executive remuneration
consulting in the UK. The code
of conduct can be found at
remunerationconsultantsgroup.com

The Committee has not explicitly
considered the independence of the
advice it receives, although it regularly
reflects on the quality and cbjectivity

of this advice. The Committee is satisfied

that any conflicts are appropriately
managed. PwC was appointed by the
Committee as its independent advisers

in 2014 following a rigorous and
competitive tender process. PwC provides
independent commentary on matters
under consideration by the Committee
and updates on legislative requirements,
best practice and market practice.

PwC's fees are typically charged onan
hourly basis with costs for work agreed

in advance. During the year, PwC charged
£70,900 for Remuneration Committee
matters. This is based on an agreed fee for
business as usual suppert with additional
work charged at hourly rates. PwC has
provided tax, consultancy and risk

REMUNERATION COMMITTEE STAKEHOLDER AND SHAREHOLDER ENGAGEMENT

consulting services to the Group inthe
financial year.

The Cornmittee also seeks internal i
support from the CEQ, General Counsel

& Company Secretary and the Head of
Executive Reward & External Reporting as
necessary. All may attend the Committee
meetings by invitation but are not present
for any discussions that relate directly to
their own remuneration.

The Committee also reviews external
survey and bespoke benchmarking data,
including that published by Aon Hewitt
Limited, KPMG, PwC, FIT Remuneration
Consultants, Korn Ferry and Willis
Towers Watson.

The Committee is committed to ensuring
that executive pay remains competitive,
appropriate and fair in the context of the
external market, Company performance
and the pay arrangements of the wider
workforce. In collaboration with the
Head of Executive Reward & External
Reporting, the Committee gives
colleagues, through colleague
reprasentatives, the opportunity to raise
questions or concerns regarding the
remuneration of the executive directors.

DCuring the year, colleague representatives
were given the opportunity to discussin
detail the directors’ pay arrangerments.
Details of the directors’ pay arrangements
were discussed inthe context of the
reward framework for the rest of the
organisation and external factors;

no concerns were raised either during
these discussions or subsequently.

The Committee is committed to a
continuous, open and transparent

dialogue with shareholders on the issue
of executive remuneration.

As described inthe Committee Chair's
letter, the Committee took a consultative
approach when considering changes

to the 2020 Remuneration Policy,
engaging with M85's 12 largest
shareholders comprising 47.51%

of the register and also shareholder
representative bodies to fully understand
their views on the current and proposed
changes to the rermuneration frarmework.

SHAREHOLDER SUPPORT FOR THE REMUNERATION POLICY AND 2018/19 DIRECTORS’ REMUNERATION REPORT

At the Annual General Meeting on 9 July
2019, 98.18% of shareholders votedin
favour of approving the Directors’
Remuneration Report for 2018/19.

The Committee believes that this

illustrates the strong level of shareholder
support for the senior remuneration
framework. As this was a non-policy
renewal vear, there was no vote regarding
the Remuneration Policy.

The table below shows full details of
the voting outcomes for the 2018/19
Directors’ Remuneration Report.

FIGURE 32: VOTING OUTCOMES FOR THE REMUNERATION POLICY AND 2018/19 REMUNERATION REPORT

Votes for % Votes For Voltes against % Votes against Votes withheld
Remuneration Policy (at the 2017 AGM) 1,020,561,621 99.08% 9,498,526 092% 2,368,960
2018/19 Remuneration Report (at the 2019 AGM) 1)65,884,756 98.18% 21,592,545 1.82% 146,548,542

APPROVED BY THE BOARD

Andrew Fisher, Chairman of the
Remuneration Committee
London, 26 May 2020

This Remuneration Policy and these remuneration reports have been prepared in accordance with the relevant provision of the Companies Act 2006 and on the basis prescribed
in the Large and Medium-sized Companies and Groups (Accounts and Reports) (Amendment) Regulations 2013 ("the Regulations™). Where required, data has been audited by

Detoitte and thisis indicated appropriately.
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GOVERNANCE

OTHER DISCLOSURES

DIRECTORS' REPORT

Marks and Spencer Group pic (the
“Company’) is the holding company of
the Marks & Spencer Group of companies
{the “Croup™).

The Directors’ I'ieport for the year ended
28 March 2020 comprises pages 44 to 97
and pages 198 to 199 of this report,
together with the sections of the Annual
Reportincorporated by reference. As
permitted by legislation, some of the
matters required to be included inthe
Directors’ Report have instead been
included in the Strategic Report on pages
02 to 43, as the Board considers them

to be of strategic importance. Specifically,
these are:

- Future business developments
{throughout the Strategic Report).

- Risk management on page 33.

— Details of branches operated by the
Corapany on pages 09to15.

- Total global M&S greenhouse gas
emissions 20019/20 on page 24.

- Information on how the directors
have had regard for the Company’s
stakeholders, and the effect of that
regard, on pages 20 to 21.

The Strategic Report and the Directors’
Report together form the Management
Report for the purposes of the Disclosure
Guidance and Transparency Rutes
(DTR)4.1.8R.

Informatidn relating to financiat
instruments can be found on pages 152
to 162 and is incorporated by reference.

For information on our approach to
social, environmental and ethical matters,
please refer to our Plan A website
marksandspencer.com/plana.

Other information to be disclosed in the
Directors’ Report is givenin this section.

The Directors’ Report fulfils the
requirements of the corporate
governance statement for the
purposes of DTR7.2.3R. Further ¢
information is available online at
marksandspencer.com/thecompany.

Both the Strategic Report and the
Directors’ Report have been drawn up

and presented in accordance with and in
reliance upon applicable English company
law, and the liabilities of the directors in
connection with those reports shall be
subject to the limitations and restrictions

provided by such law.
INFORMATION TO BE PISCLOSED
UNDERLR9.8.4R
Page
Listing Rule Detail raference
9.84R(1)(2) Not applicable N/A
{5-14} (A (B)
984R(4) Long-term &67-71,
incentive schemes 74-78
and
80-85

BOARD OF DIRECTORS

The membership of the Board and
biographical details of the directors

are provided on pages 46 and 47. Changes
to the directors during the year andup to
the date of this report are set out below.
Details of directors' beneficial and
non-beneficial interestsin the shares of
the Company are shown on pages 86, 87
and 90. Options granted to directors
under the Save Ag You Earn (SAYE) and
Executive Share Option Schemes are
shown on page 87. Further information
regarding employee share option
schemes is provided in note 13 to

the financial statements on pages

141to 143.

Effective date of
departure/

Name Rote appointment

Departures

Humphrey Executive 31December

Singer Director , 2019

Alison Non-Executive 3 July 2020

Brittain” Director

Katie Non-Executive 27 April

Bickerstaffe Director 2020

Appointments

Eoin Executive 8 Jure 2020

Tonge Director

Katie Executive 27 April

Bickerstaffe Director 2020

Sapna Non-Executive 1June 2020
Sood” Director
Tamara Non-Executive 1June 2020
Ingram’ Director

*  Announced prior to publication of this report.

The appointment and replacement of
directors is governed by the Company's
Articles of Association (the “Articles”),

the UK Corporate Governance Code

(the "Code"), the Companies Act 2006 and
related legislation. The Articles may be
amended by a special resolution of the
shareholders. Subject to the Articles,

the Companies Act 2006 and any
directions given by special resolution,
the business of the Company will be
rmanaged by the Board who may exercise
all the powers of the Company.

The Company may, by ordinary resolution,
declare dividends not exceeding the
amount recommended by the Board.
Subject to the Companies Act 2006, the
Board may pay interim dividends and also
any fixed rate dividend, whenever the
Financial position of the Company, in the
opinion of the Board, justifies its payment.

The directors may from time to time
appoint one or more directors. The Board
may appoint any person to be a director
{so long as the total number of directors
does not exceed the lirmit prescribed in
the Artictes). Under the Articles, any such
director shall hold office only until the
next Annual General Meeting ("AGM")
where they will stand for annual election.
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DIRECTORS' CONFLICTS OF INTEREST

The Company has procedures in place for
managing conflicts of interest. Should a
director become aware that they, or any of
their connected parties, have aninterest
in an existing or proposed transaction
with Marks & Spencer, they should notify
the Board in writing or at the next Board
meeting, Internal controls are in place to
ensure that any related party transactions
involving directors, or their connected
parties, are conducted on an arm’s length
basis. Directors have a continuing duty

to update any changes to these conflicts.

DIRECTORS’ INDEMNITIES

The Company maintains directors’ and
officers' liability insurance which provides
appropriate cover forlegal action brought
against its directors. The Company has
also granted indemnities to each ofits
directors and the Company Secretary

to the extent permitted by law. Qualifying
third-party indemnity provisions (as
defined by Section 234 of the Companies
Act 2006) were in force during the year
ended 28 March 2020 and remainin force
in relation to certain losses and liabilities
which the directors {or Company
Secretary) may incur to third parties inthe
course of acting as directars or Company
Secretary or employees of the Company
or of any associated company. Qualifying
pension scheme inderminity provisions (as
defined by Section 235 of the Companies
Act 200b)were in force during the course
of the financial year ended 28 March 2020
for the benefit of the Trustees of the Marks
& Spencer UK Pension Scheme, bothin
the UK and the Republic of Ireland.

PROFIT AND DIVIDENDS

The profit for the financial year, after
taxation, amounts to £27.4m {last year
£45.3m). The directors have declared
dividends as follows:

COrdinary shares Ern

Paid interim dividend of 3.9p
par share
(last year 6.5p per share) £76m

No proposed final dividend
(last year 6.8p per share) -

Tatal dividend of 3.9p
per share for 2019/20
(last year 13.3p per share) E76m

SHARE CAPITAL

The Company's issued ordinary share
capital as at 28 March 2020 comprised a
single class of ordinary share. Each share
carries the right to one vote at general
meetings of the Company.
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OTHER DISCLOSURES CONTINUED

During the period, 325,009,968 ordinary
shares in the Company were issued and
allotted on completion of the rights
issue, while 49,610 ordinary sharesin the
Company were issued under the terms
of the United Kingdom Employees’ Save
As You Earn Share Option Scheme at
prices between 247p and 261p.

Details of movementsin the Company's
issued share capital can be foundin
note 24 to the financial statements

on page 160.

RESTRICTIONS ONTRANSFER
OF SECURITIES

RIGHTS AND OBLIGATIONS
ATTACHING TO SHARES

Subject tothe provisions of the
Companies Act 2006, any resolution
passed by the Company under the
Companies Act 2006 and other
shareholders' rights, shares may be issued
with such rights and restrictions as the
Company may by ordinary resolution
decide, or {if there is no such resolution

or sofar as it does not make specific
provision) as the Board may decide.

POWERS FOR THE COMPANY ISSUING
OR BUYING BACK ITS OWN SHARES

There are no specific restrictions on the
transfer of securities in the Company,
which is governed by its Articles of f
Association and prevailing legislation.
The Company is not aware of any
agreements between holders of securities
that may result in restrictions on the
transfer of securities or that may result
inrestrictions on voting rights.

VARIATION OF RIGHTS

Subject to applicable statutes, rights
attached to any class of share may be
varied with the written consent of the
holders of at least three-quarters in
nominal value of the issued shares of
that class, or by a special resolution
passed at a separate general meeting
of the shareholders,

The Company was authorised by
shareholders at the 2019 AGM to purchase
in the market up to 10% of the Company's
issued share capital, as permitted under
the Company’s Articles. No shares were
bought back under this authority during
the year ended 28 March 2020 and up to
the date of this report.

This standard authority is renewable
annually; the directors will seek to renew
this authority at the 2020 AGM.

The directors were granted authority

at the 2019 ACM to allot relevant securities
up to a nominal amount of £162,504,984.
This authority will apply until the
conclusion of the 2020 AGM. At this year's
AGM, shareholders will be asked to grant
an authority to aliot relevant securities (i)
up to a nominal amount of £162,504 984

INTERESTS IN VOTINGRIGHTS

Information provided te the Company
pursuant to the Financiat Conduct
Authority’s (FCA) Disclosure Guidance
and Transparency Rules (DTRs)is
published on a Regulatery information
Service and on the Company's website.
As at 28 March 2020, the following
information has been received, in
accordance with DTR 5, from helders
of notifiable interests in the Company's
+ issued share capital. '

Notifiable interests

The information provided below was
correct at the date of notification,
however, the date received may not
have been within the current financial
year. It should be noted that these
holdings are Likely to have changed
since the Company was notified.
However, notification of any change is
not required until the next notifiable
threshold is crossed.

L]

% of capital

Votingrights  disclosed Nature of holding as per disclosure

Schroders plc 90,153,730 5.549° Indirect interest (5.547%),
CFD{0.001%)

Majedie Asset 81,070.667 499" Directinterest

Management Limited

Blackrock, Inc.

132,880,504 6.81 Indirect interest (5.14%),

securities lending (1.64%),
CFD{0.02%)

Ameriprise Financial, inc.
and its group

82,524,463 5.079° Indirectinterest (5.054%),

direct interest (0.025%)

The Bank of Nova Scotia

51,235,305 315 Direct interest (0.15%),

swap (2.99%)

*  Disclosures made prior to the 2019 rightsissue.

In the period from 28 March 2020 to the date of this report, we received four
further notifications in accordance with DTRS from Blackrock Inc, the most recent
being 13 May 2020, disclosing a holding of 128,573,249 ordinary shares (6.59%,
broken down as follows: Indirect, 5.05%; Securities lending, 1.40% and CFD, 0.13%).




and (ii} comprising equity securities up

to a nominal amount of £325,009,968
(after deducting from such limit any
relevant securities allotted under (i),

in connection with an offer of a rights issue
({the Section 551 amount), such Section 551
amount to apply until the conclusion of
the AGM to be held in 2021 or, if earlier,

on 1 October 2021

A special resolution will also be proposed
to renew the directors’ powers to make
non pre-emptive issues for cashin
connection with rights issues and
otherwise up to a nominal amount of
£24,375,748. In addition, this year a
separate special resolution will be
proposed, in line with institutional
shareholder guidelines, to authorise the
directors to make non pre-emptive issues
for cashin connection with acquisitions/
specified capital investments,uptca
norminal amount of £24,375,748.

A special resolution will also be proposed
to renew the directors’ authority to
repurchase the Company’s ordinary
shares in the market. The authority will
be limited to a maximum of 195 million
ordinary shares and sets the minimum
and maximum prices which will be paid.

DEADLINES FOR EXERCISING
VOTING RIGHTS

Votes are exercisable at a general meeting
of the Company in respect of which the
business being voted upon is being

heard. Votes may be exercised ir person,
by proxy or, in relation to corporate
members, by corporate representatives.
The Articles provide a deadline for
submission of proxy farms of not less than
48 hours before the time appointed for
the holding of the meeting or adjourned
meeting. However, when calculating the
48-hour period, the directors can, and
have, decided not to take account of any
part of a day that is not a working day.

SICNIFICANT AGREEMENTS -
CHANGE OF CONTROL -

There are a number of agreements to
which the Company is party that take
effect, alter or terminate upon a change
of control of the Company following a
takeover bid. Details of the significant
agreements of this kind are as follows:

- The $300m US Notes issued by the
Company ta various institutions on 6
December 2007 under Section 144a of
the US Securities Act contain an option
such that, upoen a change of control
event, combined with a credit ratings
downgrade to below sub-investrent
level, any holder of such a US Note may
require the Company to prepay the
principal amount of that US Note.

- The amended and restated £1.1bn
Credit Agreement dated 16 March 206
(originally dated 29 September 2011)
between the Company and various

banks contains a provision such that,
upon a change of control event, unless
new terms are agreed within 60 days,
the facility under this agreement will
be cancelled with all outstanding
amounts becoming immediately
payable withinterest.

- Theamended and restated Relationship
Agreement dated & October 2014
{originally dated 9 November 2004 as
amended on 1 March 2005), between
HSBC and the Company and relating to
M&S Bank, contains certain provisions
which address a change of control of
the Company. Upon a change of control,
the existing rights and obligations
of the parties in respect of M&5 Bank
continue and HSBC gains certain limited
additionat rights in respect of existing
customers of the new controller of
the Company. Where a third-party
arrangement is in place for the supply
of financial services products to existing
customers of the new controller, the
Company is required to procure the
termination of such arrangement as
soon as practicable (while not being
required to do anything that would
breach such a third-party arrangement).

- Where a third-party arrangement
is so terminated, or does not exist,
HSBC has the exclusive right to
negotiate proposed terms for the
offer and sale, of financial services
products to the existing customers
of the new controller by HSBC on an
exclusive basis.

- Where the Company undertakes a
re-branding exercise with the new
controller following a change of control
{which includes using any M&S brand in
respect of the new controller's business
or vice versa), HSBC may, depending on
the nature of the re-branding exercise,
have the right (exercisable at HSBC's
election) to terminate the Relationship
Agreement. The Company does not
have agreements with any director
or employee that would provide
compensation for loss of office or
employment resulting from a takeover
except that provisions of the Company’s
share schermes and plans may cause
options and awards granted to
employees under such schemes
and plans to vest on a takeover.

COLLEAGUE INVOLVEMENT

We rermain committed to colleague
involvernent throughout the business.
Colleagues are kept well informed

of the performance and strategy of
the Group, Examples of colleague
involvement and engagement, and
information on our approach to our
workforce, are highlighted throughout
this Annual Report and specifically on
pages 20and 21.

Share schemes are along-established and
successful part of colleagues’ total reward
packages, encouraging and supporting
employee share ownership. The Company
operates both an all-employee Save As
You Earn Scheme and Share Incentive
Plan. Approximately 30,538 colleagues
currently participate in ShareSave, the
Company's Save As You Earn Scheme,

Full details of all schermes are given on
pages 41to 142,

There are websites for both pension
schemes - the defined contribution
scheme (Your M&S UK Pension Saving

Plan) and the defined benefit scherne

{the Marks & Spencer UK Pension Scheme)
-which are fully accessible to employees
and former employees who have retained .
benefits in either scheme. Employees are
updated as needed with any pertinent
information on their pension savings.

EQUAL OPPORTUNITIES

The Group is committed to an active equal
opportunities policy from recruitment
and selection, through training and
developrnent, performance reviews and
promotion to retirernent.
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The Company's policy is to promote an
environment free from discrimination,
harassment and victimisation, where
everyone will receive equal treatment
regardless of gender, colour, ethnic or
national arigin, health condition, age,
marital or civil partner status, sexual
orientation or religion. All decisions
relating to employment practices willbe
objective, free from bias and based solely
uponwork criteria and individual merit.

The Company is responsive to the

needs of its employees, customers

and the community at large. M&S is an
organisation which uses everyone’s talents
and abilities and where diversity is valued.

M&S has a business-wide inclusion
strategy which is led by the Inclusion
Steering Group. Alongside this, each
member of the Operating Committee .
sponsors an element of diversity, helping
our employee-led diversity networks
grow in numbers and strength and to
embed a culture of inclusion across

the arganisation. In 2019, the Inclusicn
Steering Group agreed two key goals; by
2022, to have 50% female representation
and 15% BAME representation on the M&S
senior management team,

Further information on our diversity
and inclusion initiatives can be found on
page 58.
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EMPLOYEES WITH DISABILITIES

The Company is clear in its policy that
people with health conditions should have
full and fair consideration for all vacancies.
MB&S has continued to demonstrate its
commitment to interviewing those people
with disabilities who fulfil the minimum
criteria, and endeavouring toretain
employees in the workforce if they
become disabled during emptoyment.

M&S will actively retrain and adjust
employees’ environments where possible
to allow thern to maximise their potential
and will continue to work with externat
organisations to provide workplace
opportunities through our innovative
Marks & Start scheme and by working
closely with Jobcentre Plus, The Marks &
Start scheme was introduced into the
distribution centre at Castte Donington
in 2012/13, working with Remploy to
support people with disabilities and
health conditions into work.

RESEARCH & DEVELOPMENT

Research and innovation remain key to
our Food offer and the development of
improved product and fabric in Clothing &
Home, Further informationis provided in
the Plan A Report, available online.

GROCERIES SUPPLY CODE
OFPRACTICE

OTHER DISCLOSURES CONTINUED

In accordance with the Order, a summary
of that compliance report is set out below.

MBS believes that it has materiatly
complied with the Code and the Order
during the relevant period. No formal
disputes under the Code have arisen
during the reporting period. There have
been seven instances during the reporting
pericd in which suppliers have either
alleged a breach or made a reference to
potential non-compliance with the Code.
MBS has worked with the suppliers to
address the issues raised and six of them
have been resolved or closed. One
additional Code reference madeby a
supplier before 31 March 2019 was also
resolved during the reporting period.

A detailed summary of thelcompliance
raport is available on our wehbsite.

POLITICAL DONATIONS

The Company did not make any political
donations or incur any political
expenditure during the year anded

28 March 2020. M&S has a policy of

not making donations to political
organisations or independent election
candidates orincurring political
expenditure anywhere in the world

as defined in the Pelitical Parties,
Etections and Referendums Act 2000.

GOING CONCERN

The Groceries (Supply Chain Practices)
Market Investigation Order 2009 (the
‘Order”)and The Groceries Supply Code
of Practice (the "Code”)impose obligations
on M&S regarding its relationships with its
suppliers of groceries. Under the Order
and Code, M&S is required to submit an
annual compliance report to the Audit
Committee for approval and thento the
Competition and Markets Authority and
Groceries Code Adjudicator {"{GCA").

ME&S submitted its report, covering

the period from 31 March 2019 to

28 March 2020, to the Audit Committee
on 14 May 2020. v
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Inadopting the geing concern basis for
preparing the financial statements, the
directors have considered the business
activities as set out onpages 2to 26

as well as the Group's principal risks and
uncertainties as set out on pages 34

to 43, including the downside sensitivities
outlined on page 43,

Based on the Croup's cash flow forecasts
and projections, the Beard is satisfied
that the Group will be able to operate
within the levet of its facilities for the
foreseeable future. For this reason, the
Board considers it appropriate for the
Group to adopt the going concern basis
in preparing its financial statements.

© see note 20 to the financial statements for
more information on our facilities

LONG-TERM VIABILITY STATEMENT

The directors have assessed the prospects
of the Company over a three-year period
to March 2023. This has taken into account
the business model, strategic aims,

risk appetite, and principal risks and
uncertainties, along with the Company's
current financial position. Based on

this assessment, the directors have a
reasonable expectation that the Company
will be able to continue in operation and
meet its liabilities as they fall due over

the three-year period under review.

° See our approach to assessing long-term
viability on pages 42 and 43

AUDITOR

Resolutions tdreappoint Deloitte LLP as
auditor of the Company and to authorise
the Audit Committee to determine its
remuneration will be proposed at the
2020 AGM.

ANNUAL GENERAL MEETING

The AGM of Marks and Spencer Group
plc will be broadcast online from

M&S Waterside House support centre
on 3 July 2020 at lam. No physical
attendance is permitted. The Notice
of Meeting is given, together with
explanatory notes and guidance on
how to access the meeting and vote
electronically, on pages 183 o 197.

DIRECTORS' RESPONSIBILITIES

The Board is of the view that the Annual
Report should be truly representative of
the year and provide shareholders with
the information necessary to assess the
Group’'s position, performance, business
model and strategy.

The Board requested that the Audit
Committee review the Annual Report and
provide its opinion on whether the report
is fair, balanced and understandable. The
Audit Committee’s opinion is on page 61.
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The directors are atso responsible

for preparing the Annual Report, the
Remuneration Report and Policy and the
financial statements in accordance with
applicable law and regutations. Company
law requires the directors to prepare
financial statements for each financiat
year. Under that law, the directors have
prepared the Group and Company
financial statements in accordance

with International Financial Reporting
Standards (IFRS) as adopted by the EU.
Under company law, the directors must
not approve the financial statements
unless they are satisfied that they give a
true and fair view of the state of affairs
of the Group and the Company and

of the profit or loss of the Group and the
Company for that period. In;preparing
these financial statements, the directors
are required to:

- Select suitable accounting policies
and then apply them consistently.

- Make judgements and accounting
estimates that are reasonable
and prudent.

- State whether applicable IFRS
(as adopted by the EU)have been
followed, subject to any material
departures disclosed and exptained
in the financial staternents.

- Prepare the financial statements
on agoing concern basis unlessitis
inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the
Company's transactions and disclose,

at any time and with reasonable accuracy,
the financial positicn of the Company
and the Croup and to enable them to
ensure that the financial statements and
the Remuneration Report comply with
the Companies Act 2006 and, as regards
the Group financial statements, Article 4
of the IAS Regulation. They are atso
responsible for safeguarding the assets
of the Group and the Company and
hence for taking reasonable steps for
the prevention and detection of fraud
and other irregularities.

The directors are responsible for the
maintenance and integrity of the
Company's website. Legislationin

the UK governing the preparation and
dissernination of financial staterments
may differ from legislationin other
jurisdictions.

Each of the current directors, whose
names and functions are listed on pages
46 and 47, confirms that, to the best

of their knowledge:

- The Group financial statements,
prepared in accordance with the
appticable set of accounting standards,
give a true and fair view of the assets,
liabilities, financial position and profit
or loss of the Company and the
undertakings includedinthe
consolidation taken as a whole.

- TheManagement Report includes a
fair review of the devélopment and
performance of the business and the
position of the Company and the
undertakings includedin the
consolidation taken as a whole, together
with a description of the principal risks
and uncertainties that they face.

- The Annual Report, taken as a whole,
is fair, balanced and understandable,
and provides the necessary information
for shareholders to assess the Group's
position, performance, business modet
and strategy.

DISCLOSURE OF INFORMATION
TO AUDITOR

Each of the persons who are directors at
the time when this Directors’ Report is
approved confirms that, so far as hefshe
is aware, there is no relevant audit
information of which the Company’'s
auditor is unaware and that he/she has
taken all the steps that he/she ought

to have taken as a director to make
himself/ herself aware of any relevant
audit information and to establish that
the Cormpany's auditor is aware of

that information.

The Directors’ Report was approved by a
duly authorised committee of the Board
of Directors on 26 May 2020 and signed
oniits behalf by t

N

Nick Folland, General Counsel
and Company Secretary

London, 26 May 2020

CE

Z
<
w

cov

Annual Report & Financiat Statements 2020 97



INDEPENDENT
AUDITOR'S REPORT

Report onthe audit of the financiat statements

1. OPINION

2.BASISFOR OPINION

In our opinion:

- the financial statements of Marks and
Spencer Group pic (the ‘Company’)
and its subsidiaries (the ‘Group’) give
atrue and fair view of the state of the
Group's and of the Company’s affairs
as at 28 March 2020 and of the Group’s
profit for the 52 weeks then ended;

the Group financial statements have
been properly prepared in accordance
with International Financial Reporting
Standards ('IFRSs’) as adopted by the
European Union and IFRSs as issued
by the international Accounting
Standards Board ('1ASB");

- the Company financial statements
have been properly preparedin
accordance with IFRSs as adopted
by the European Union and as applied
in accordance with the provisions
of the Companies Act 2006; and

- the financial statements have been
prepared in accordance with the
requirements of the Companies
Act 2006 and, as regards the Group
financial statements, Article 4 of
the |IAS Regulation.

We have audited the financial statements
which comprise;

b

- the Consolidated Income Statement;

~ the C.onsolidated Statement of

. E
Comprehensive Income;

- the Consolidated and Company
Staterment of Financial Position;

- the Consolidated and Company
Statements of Changes in EQuity;

- the Consolidated and Company
Statement of Cash Flows; and

- therelated notes1to 31and Clto C7,

The financial reporting framework that
has been applied in their preparation is
applicable law and IFRSs as adopted by
the European Union and, as regards the
Company financial statements, as applied
in accordance with the pravisions of the
Companies Act 2006.
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We conducted our audit in accordance with international Standards on Auditing (UK)
(ISAs (UKY}and applicable law. Our responsibilities under those standards are further
described in the auditor's responsibilities for the audit of the financial statements
section of our report,

We areindependent of the Group and the Company in accordance with the ethical
requirements that are relevant to our audit of the financial staternents in the UK,
including the Financial Reporting Council's {the ‘FRC's’) Ethical Standard as applied
tolisted public interest entities, and we have fulfilled our other ethical responsibilities
inaccordance with these requirements. The non-audit services provided to the
Croup and Company for the period are disclosed in note 4 to the Group financial
statements. We confirm that the non-audit services prohibited by the FRC's Ethical
Standard were not provided to the Group or the Company.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

3. SUMMARY OF OUR AUDIT APPROACH

KEY AUDIT MATTERS

The key audit matters that we identified
inthe current period were:

MATERIALITY

The materiality that we used for the
Group financial statements was £18.0
million {2019: £20.0 million) which was
determined onthe basis of considering
anumber of different metricsused by
investors and other readers of the
financial statements. These included:

- disclosure of adjusting items;

=~ accounting for the UK store
rationalisation programme,

- impairment of UK store assets;

- impairment of per una goodwill - adjusted profit before tax;

and brand; - earnings before interest, tax,

- inventory provisions for deprec!atlon and amaortisation; and
UK Clothing & Home; - revenue,

- recegnition of leases under
IFRS 16 Leases; i SCOPING

We have performed z full-scope audit
on the UK cormnponent of the business,
representing 95% (2019: 93X} of the
Group's revenue, 93% (2019: 95%)

of adjusted profit before tax, 92%

{20V 32%) of profit before tax, 82%
(2019: B0%) of total assets and 90%

(2019: 99%) of total liabilities. We perform
analytical review procedures on the
residual balances.

accounting for the Ocado Retail
Limited transaction; and

- the going concern basis of accounting.

Within this report, key audit matters are
identified as follows:

Newly identified
Increased tevel of risk

Similar level of risk

Decreased level of risk




3.SUMMARY OF OUR AUDIT APPROACH CONTINUED

SIGNIFICANT CHANGES IN
OUR APPROACH

We have changed the basis on which

we have determined materiality in the
current period to reflect the volatility in
the results of the Group arising fromthe
impact of Covid-~19. For further details
refer to section 6 of this report.

In 2020, we have reduced the scope of
procedures performed in relation to the

4.CONCLUSIONS RELATING TO GOING CONCERN, PRINCIPAL RISKS AND VIABILITY STATEMENT

India and Ireland components. We have
also identified Ocado Retail Limited
(ORL) as a new comporent. Refer to
section 7 for further details of our
approach to scoping the audit.

Inthe current period we have identified
three new key audit matters related to:

— the going concern basis of accounting;

- the impairment of per una goodwill
and brand; and

- the ORL transaction,

We have also determined that the
valuation of the UK defined benefit
pension obligation is no longer a key
audit matter inthe current year.

These changes and the reasons for
identification of these areas as key
audit matters are discussed further in
section 5.

4.1. GOING CONCERN

We have reviewed the directors' statement
in note 1 to the financial statements about
whether they considered it appropriate

to adopt the going concern basis of
accounting inpreparing them and their
identification of any material uncertainties
to the Group’s and Company’s ability to
continue to do so overa peried of at least
twelve moanths from the date of approval
of the financial statements.

We considered as part of our risk
assessment the nature of the Group,

its business model and related risks
including where relevant the impact of
both the Covid-19 pandemic and Brexit,
the requirements of the applicable
financial reporting framework and the
system of internal control. We evaluated
the directors’ assessment of the Croup’s
ability to continue as a going concern,
including challenging the underlying data
and key assumptions used tc make the
assessment, and evaluated the directors’
plans for future actions in relation to their
going concern assessment,

We are required to state whether we have
anything material to add or draw attention
to in relation to that statement required
by Listing Rule 9.8.6R(3) and report if the
statement is materially inconsistent with
our knowledge obtained in the audit.

Refer to section 5.8 for details of our work
regarding going concern, t

Gaing concern is the basis of preparation
of the financial statements that assumes
an entity will remain in operation

for a period of at least 12 months

from the date of approval of the
financial statements,

We confirm that we have nothing material
to report, add or draw attention to in
respect of these matters.

4.2, PRINCIPAL RISKS AND VIABILITY
STATEMENT

Based solely on reading the directors’
statements and considering whether they
were consistent with the knowledge

we obtained in the course of the audit,
including the knowledge obtained in the
evaluation of the directors’ assessment

of the Group’s and the Company's ability
to continue as a going concern, we are
required to state whether we have
anything material to add or draw attention
to in relation to:

- the disclosures on pages 34-42 that
describe the principal risks, procedures
to identify emerging risks, and an
explanation of how these are being
managed or mitigated;

= the directors’ confirmation on page 33
that they have carried out afrobust
assessment of the principal and
emerging risks facing the Group,
including those that would threaten
its business model, future performance,
solvency or liquidity, or

~ the directors’ explanation on page
42-43 as to how they have assessed
the prospects of the Group, over what
period they have done so and why they
consider that period to be appropriate,
and their statement as to whether they
have a reasonable expectation that
the Group will be able to continue
in operation and meet its liabilities
as they fall due over the period of
their assessment, including any
related disclosures drawing attention
to any necessary qualifications
or assumptions.
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We are atso required to report whether

the directors' statement relating to the
prospects of the Group required by Listing
Rule 9.8.6R(3) is materially incensistent
with our knowiedge obtained in the audit.

Viability means the ability of the Group
to continue over the time horizon
considered appropriate by the directors.

We confirm that we have nothing material
to report, add or draw attentiontoin
respect of these mattersf
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INDEPENDENT AUDITOR’S REPORYT CONTINUED

5.KEY AUDIT MATTERS

Key audit matters are those matters that,
in our professional judgement, were of
most significance in our audit of the
financial statements of the current period
and include the most significant assessed
risks of material misstatement (whether
or not due to fraud) that we identified.
These matters included those which had
the greatest effect on: the overall audit
strategy, the allocation of resources in
the audit; and directing the efforts of the
engagemenrt team.

These matters were addressed in the
context of our audit of the financial
statements as a whole, and in forming our
opinion thereon, and we do not provide,

a separate opinion onthese matters.

Changes inthe current period relative
to previous periods are as follows:

- Due to the on-going Covid-12 pandemic
which led to the mandatory closure of
non-essential retail outlets in the
Group's key market, the UK, and the
subseguent uncertainty invotved in
scenario planning to underpin the
management’s going concern
modelling and the associated audit
work performed to assess the
assumptions we have identified the
going concarn assumption applied
to the financial statements as a key
audit matter.

- We have identified the impairment of
the per una goodwill and brand as a key
audit matter for the first time in the
current period. This is owing to both
the continued challenging trading
conditions following the relaunch of
the brand in October 2019 and the

subsequent impact of Covid-19 on
the cash flow forecast used in the
impairment assessment.

= Inthe current period we have
identified the accounting for the
ORL transaction as a key audit matter.
The transaction occurred during
the current period and is complex,
involving a number of judgements
to be made by management.

- We have not identified the defined
benefit pension obligation as a key
audit matterin the current period.

This is due to a history of assessing the
judgernents and assumptions made

by managernent at or near the middle
of our independently calculated
‘reasonable range’ and the reductionin
risk as a result of recent annuity buy-ins.

5.} DISCLOSURE OF ADJUSTING ITEMS

KEY AUDIT MATTER DESCRIPTION

The Group has reported adjusted

profit before tax of £403.1 million

(2019; £511.7 million), which is derived
from statutory profit before tax of £67.2
million (2019: £84.2 million) adjusted for a
number of itemns (totalling £335.9 million)
which the Group considers meet their
definition of an ‘adjusting item’.
Judgement is exercised by management
in determining the classification of such
items and accordingly we consider there
to be a risk of fraud in the reporting of
adjusting ifems.

In particular, we believe there is an
increase in the level of risk associated
with classification and disclosure of
adjusting items in the current period,
due to the effect of Covid-19 on
adjusting item categories and balances.
Additionally, recently updated guidance
thas been issued by the FRC and s
European Securities and Markets
Authority (ESMA) in relation to the
impact of Covid-19 on alternative
performance measures which
encourages companies not to include
such costs within adjusting itemns,
rather to include separate disclosure.
Separate disclosure has been made
in the financial review on page 28.

Explanations of each adjusting item,
which include a number that are related
to material restructuring programmes
carried out over a number of years,
andin the current year items that relate
to Covid-19, are set out in note 5 to the
financial statements and are summarised
in the graphic opposite.
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Indetermining adjusted profit before tax, we identified the following risks:

- the identification and classification of items as ‘adjusting’ may be inappropriate,

distorting the reported results;

— the omission of iters which are considered material,'one-off or significant in nature,

distorting the reported results; and

- theclarity and detail of disclosures in respect of adjusting items may be insufficient,
preventing investors from obtaining a clear understanding of the Croup's results

and performance.

The Group's policy regarding adjusting items is set outin note 1. This is a significant
matter considered by the Audit Committee on page 62.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Inresponding to the identified key audit matter we completed the following

audit procedures:

- obtained an understanding of key
controls relating to the identification
and disclosure of adjusting items;

- performed enquiries of management
to understand the rationale applied in

identifying itemns as adjusting

and completed anindependent
assessment as to the selection and
presentation of adjusting iterns based
on their nature, particularly with regard
to the Covid-19 related adjusting itern,




KEY AUDIT MATTERS CONTINUED

5.1 DISCLOSURE OF ADJUSTING ITEMS CONTINUED

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER CONTINUED

- assessed the identification and
consistency of items reported as
adjusting inlight of the latest guidance
published by the ESMA and the
FRC, in particular in relation to the
transparency of disctosures made
regarding Covid-19;

- performed tests over a representative
sample of adjusting items through
agreement to supporting evidence;

= used our cumulative audit knowledge
and applied data analytics toidentify
and test other transactions outside
of the normal course of business, or
which displayed characteristics of
being material, significant or one-off
in nature;

- considered the impact of adjusting
itemns on the directors’ remuneration
targets to determine whether any
increased fraud risk factor existed
based on actual results for the
year;and *

— assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRSs.

Key observations

We are satisfied that the items included
in adjusting items (including the directly
attributable {gains)/expenses resulting
from the Covid-19 pandemic of £163.6
million} are in line with the Group’s policy

and that they are appropriately disciosed.
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5.2 ACCOUNTING FOR THE UK STORE RATIONALISATION PROCRAMME

KEY AUDIT MATTER DESCRIPTION

In February 2018 the Board approved a
list of stores marked for closure as part of
its UK store rationalisation programme,
Including the impact of IFRS 16 Leases
on the way rental payments and other
property costs are accounted for the
total charge recegnised in connection
with this closure programme in the
previous two periods was £537.6 million.
A further net charge of £29.3 million has
been recognised in the current period
asaresult of:

- management revisiting its assessment
of stores approved for closure and the
adequacy of estimates made in light
of known developments in the exit
strategy, including current trading
performance, negotiations with
landtords and changes in the retail
property market, including as a result
of Covid-19;

- further accelerated depreciation of
stores previously identified for closure
as they approach their planned closure
dates; and

- accelerated depreciation and
impairment of buildings and fixtures
and fittings in respect of additional
stores added to the programme,

Further information is set out in notes1
and 5 to the financial statements and
page 16 of the strategic report.

Our key audit matter was focused on
the specific assumptions apptlied in the
discounted cash flow analysis prepared
by management including the discount
rate, expected sublet incormne, sublet
Lease incentives, void periods, freehold
sales proceeds and store closure costs.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

We consider this to represent a key
audit matter as a result of the level of
judgement applied by management.
There is an increased level of judgement
inthe current period as a result of the
Covid-19 pandernic, which may impact
the ability of the Group to negotiate
closure or exit from certain stores in the

forecast timeframes or on forecast terms.

The Audit Committee considers this to be
a significant matter. Their consideration is
on page 62.

Inresponding to the ifientiﬁed key audit matter we corr:pl.eted the fotlowing audit procec:ures:

— obtained an understanding of key
controls relating to the review and
approval of the Group's UK store
exit model;

- performed enquiries of management
and inspected the tatest strategic
plans, Board and relevant sub-
committee minutes of meetings;

- understood and challenged the basis
of management's judgement where
stores previously marked for closure
are no longer expected to close and
additional stores have been identified
for closure;

- with the involvermnent of our internal
real estate specialists, we evaluated
the appropriateness of management's
judgements for a representative
sample of properties and
benchmarked these with reference
to externat data, particularly as a result
of the market uncertainty caused by
the Covid-19 pandemic;

- assessed the mechanical accuracy of
discounted cash flow modets and other
key provision calculations;

assessed the integrity of key inputs to
the discounted cash flow models
including lease data, agent valuations,
surveyor plans and rental payments
with reference to supporting evidence,
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- recalculated the closing provision
for a representative sample of stores;

- evaluated the accuracy and
cempleteness of provisions recorded
inlight of the status of the Group's UK
store rationalisation plam; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied that the Croup's estimate
of the impairments and store exit
charges and the associated disciosures
are appropriate.
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iINDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.3 IMPAIRMENT OF UK STORE ASSETS

KEY AUDIT MATTER DESCRIPTION

As at 28 March 2020 the Croup held
£3,925.5 miilion (2019: £2,830.0 million)
of UK store assets inrespect of stores
not considered for closure within the
UK store rationalisation programme.
In accordance with JAS 36 Impairment
of Assets, the Group has undertaken
anannual assessment of indicators of
impairment. Animpairment charge

of £69.3 million (2019: £103.¢ million)
has been recognised within adjusting
items as set out innotes 5 and 15 to the
financial statements. t

Asdescribed in note 15 to the financial
statements, the Group has estimated
the recoverable amount of store assets
based on their value in use, derived from
a discounted cash fiow model prepared
by management. The model relies on

certainassumptions and estimates

of future trading perforrmance,
incorporating committed strategit
changes to the UK Clothing & Home and
Food businesses and the performance of
new stores operating within their shelter
period {which takes in to account the time
new stores take to establish themselves
in the market), all of which involve a

high degree of estimation uncertainty

(as disclosed in note 1 and note 15).

We believe the level of risk related to

the impairment of UK store assets has
increased, both due to the increased
tevel of uncertainty in forecasting future
cash flows as a result of the Covid-19
pandemic, and in light of current retait
market conditions and the impact of
wider economic uncertainty.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

The key assumptions applied by
rmanagement in theimpairment
reviews performed are:

= future revenue growth and changes
in gross margirt;

- long term growth rates; and
-~ discount rates.

The CGroup considers that each retail

store constitutes its own cash generating

unit {CCU) and is assessed for

impairment separately, with the b

exception of the outlet stores which

are used to clear aged seasonal Clothing

& Home inventory at a discount.

The outlet stores are considered to

be a single group of assets for the

purpose of impairment testing. i

The Audit Committee considers this
to be a significant matter, Their
consideration is on page 62,

Inresponding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of key
controls relating to the impairment
review process,

- evaluated and challenged
management’s range of impairment
indicators with due consideration
paid to the profitability impact of
committed strategic changes to the UK
Clothing & Home and Food businesses
and the performance of new stores;

- assessed the mechanical accuracy of
the impairment models and the
methodoloagy applied by management
for consistency with the requirements
of IAS 36;

- assessed the appropriateness of
forecast revenue and gross margin
growth rates through comparison
with external economic benchmarking
data and with reference to historical
forecasting accuracy, with a particular
focus on the impact of Covid-13 on
those forecasts;
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- assessed the appropriateness of the
discount rates applied in conjunction
with support from our internal
valuations specialists and compared
the rates applied with our internal
benchmarking data;

- evaluated the appropriateness and
completeness of information included
in the impairment model based on our
cumulative knowledge of the business
driven by our review of trading plans,
strategic initiatives, minutes of
property and investment committee
meetings, and meetings with regional
store managers and senior trading
managers from key product
categories, together with our wider
retail industry knowledge; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied that the judgements
applied, impairments recorded and
disclosures within the financial
statements are appropriate,



KEY AUDIT MATTERS CONTINUED

5.4 IMPAIRMENT OF PER UNA GOODWILL AND BRAND

KEY AUDIT MATTER DESCRIPTION

As at 28 March 2020 the Group held £56.1
million {2019: £69.5 million) of goodwitl
associated with the per una brand.

The Group is required to assess the
goodwill and intangible assets annually
for impairment in accordance with 1AS 36.

Foltowing difficult trading conditions the
per una brand was retaunched in October
2019. Trading conditions have been
challenging throughout the period and
deteriorated further around the period
end as a result of the Covid-19 pandemic.
The level of fisk associated with per una
has increased as a resutt of the inherent
challenges in forecasting results due

to Covid-19 as well as the pre-existing
macro-economic uncertainty. These
represent a key source of estimation
uncertainty as disclosed in note 1, and
management has provided sensitivities
in note 14.

The test forimpairment of intangible
assets compares the carrying value of
related assets to the higher of their fair
value or value-in-use (3 ‘recoverable
amount’) using an impairment model.
Developing a recoverable amount
requires significant management
judgement; the key judgements apptied
by management in the development

of its impairment model are:

- the sales forecasts for the brand,
-¢longer term growth forecasts; and
~ the discount rate used.

As set outin note 14, the forecast shows
a sales decrease of 46.4% in 2020/21
driven by the impact of Covid-19 before
returning to the pre-Covid-19 budgeted
levelin 2021/22.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Foltowing the completion of the
impairment review, management

has recognised an impairment charge
of £13.4 millionin relation to the per
una goodwill

We consider this to represent a key audit
matter reflecting the sensitivity of the
recoverable amount calculation to
changes in these key assumptions.

Refer to note 14 of the financiat
statements,

The Audit Cornmittee considers this
to be a significant matter. Their
consideration is on page 62.

inresponding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of key
controls relating to the review and
approval of the impairment review;

~ tested the integrity of the model and
cash flow forecasts and assessed that
the methodology used is consistent
with 1AS 36;

- assessed the appropriateness of
forecast revenue and gross margin
growth rates through comparison
with externatl economic benchmarking
data to determine if it provided
corroborative or contradictory
evidence in relation to management's
assumptions, and with reference to
historical forecasting accuracy,
with a particutar focus on the impact
of Coyid-lg onthose forecasts;

- assessed the mechanical accuracy
of the impairment models and the
methadology applied by management
for consistency with the requirements
of IAS 36,

- with the invotverment of our internal
valuation specialists, we assessed the
discountrate assumptions;

~ evaluated other material assumptions
applied to the cash flow forecasts with
reference to the macro-economic and
industry environment; and

- assessed the cornpleteness and
accuracy of disclosures within the
finaricial statements in accordance
with IFRS.

Key observations

We are satisfied that the assumptions
used by management in determining
their valuation and the disctosure made
are appropriate.

Annual Report & Financial Statements 2020

103

w
o
<
o

w
o
[*]




INDEPENDENT AUDITOR'S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.5 INVENTORY PROVISIONS FOR UK CLOTHING & HOME

KEY AUDIT MATTER DESCRIPTION

As at 28 March 2020, the Croup held
UK Clothing & Home inventories of
£355.6 million (2019: £496.1 million). The
Group has recorded anincremental

write-down of £157.0 million of inventory

reflecting management’s best estimate
of the impact of Covid-19 on the Group
{of which £145.3 million relates to UK
Clothing & Home inventory), whichis
included within the Group's directly
attributable (gainsy/expenses resulting
from the Covid-12 pandemic adjusting
itemn as discussedin section 5.1. As
described in the Accounting Policies

in note 1 to the financial statements,
inventories are carried at the lower

of cost and net realisable value.

As aresult, judgement is applied in
determining the appropriate provisions
required for obsolete inventory and
inventory expected to be sold below
cost based upon a detailed analysis of
old season inventory and forecast net
realisable valve based uponplans for
inventory to gointo sale. We consider
the assessment of inventory provisions
within UK Clothing & Home to require
the most judgement due to historical
trading performance and the quantum,
of gross inventory.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Covid-19 has required management to
exercise considerable judgementina
period of extreme uncertainty with
regard to the level of provisioning that

is made for inventory, as such thereis
anincreased level of judgement in the
current period. Due to the inherent
uncertainty around the future saleability
of stock held at period end, management
determined that it was nolonger
appropriate to determine the tevel of
provision required based on historical
experience and as such has,changed the
related methodology to consider future
sales. Management has described its
methodology for the calculation of the
inventory provisionin notes land 5.

Inresponding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of
key controls relating to inventory
management and the review and
approval of the inventory provision;

- assessed the validity, accuracy and
completeness of the information
used by management in computing
the provision;

- assessed the mechanical accuracy

and logic of the models underpinning

the provision;

- understood the changesin the
provisioning methodology and
challenged the appropriateness
thereof;
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- challenged and validated the key
assumptions applied by management
in estimating the pravision, with
particular reference to theimpact
of Covid-19 on sales and purchasing

assumptions, by performing enquiries

of buyers and merchandisers,
considering the current purchasing
strategy and ranging plans, assessed
the historical accuracy of forecasting

stock to be subject to a future discount

and by using audit analytics;

- tested the accuracy of the process
used by management to identify
potentially impaired inventory across
arepresentative sampile of individual
product lines; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied with the judgements
taken by management and that the
resulting inventory provision for

UK Clothing & Home is appropriate,

We believe the disclosures made around
the level of uncertainty appropriately
reflect reasonably possible future
changes to management’s estimates.



KEY AUDIT MATTERS CONTINUED

5.6 RECOGNITION OF LEASES UNDER IFRS 16 LEASES

KEY AUDIT MATTER DESCRIPTION .
The Group has elected to apply IFRS 16 Further information is set out in note 29 - the disclosures in the financial
Leases under the Fully retrospective to the financial statements. staterments are insufficient,

transition option from 31 March 2019, precluding investors from obtaining
Management determined there tobe an a clear understanding as to the
increase in total assets of £1,740.2 million transitionalimpact of the change
and anincrease in total liabilities of - newlease arrangements entered into inaccounting standard.
£1,961.2 million for the opening transition in the period that should be accounted . . . .

N s A Ay The Audit Committee considers this
balance sheet at 1 April 2018. The current for under IFRS 16 are not identified; to be a significant matter. Their

period is the first period in which the _ . . . o
business has implemented IFRS 16. the lease data wh_ ich underpins the consideration is on page 63.
IFRS 16 calculation of new lease

arrangements is not accurate; and

QOur key audit matter was focused on the
following areas of risk:

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER ¢

In responding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of key - considered completeness by testing Key observations
controls over the identification of new the reconciliation to the Group's We are satisfied that the lease data
leases, the underlying lease data and operating lease commitments as underpinning the IFRS 16 disclosures is
the associated disclosures; reported in the prior year's financial complete and accurate and that new

- leveraged the work perfo(med inthe Stateme_nts' and by InVeStlgatlng lease arrangements enteredin dUring g

i iod ov ition i key service contracts o assess the fimancial year ended 28 March 2020 g

prior period over the transition impact, whether they contained s lease under ' z
including our understanding of key IFRS 16 and Y se have been captured appropriately. Z
controls over the transition impact ' The disclosures management have made 5
and the calculation of the discount - assessed whether the disclosures inrelation to IFRS 16 are appropriate.
rate applied,; within the financial statements are

inaccordance with iFRS 16.

verified the accuracy of the underlying
lease data by agreeing a representative
sample of leases to original contract or
other supporting information, and
checked the integrity and mechanical
accuracy of the IFRS 16 calculations

for each lease sampled through
recalculation of the expected

IFRS 16 adjustment;
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INDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.7 ACCOUNTING FOR THE OCADO RETAIL LIMITED TRANSACTION

KEY AUDIT MATTER DESCRIPTION

©On S August 2019 the Group signed a
share purchase agreement to acquire
50% of the ordinary shares of ORL from
Ocado Group plc, and contracted with
ORL to supply M&S food products for
sale through its online platform.

The Group has accounted forits 50%
share of ORL as anassociate on the basis
that the shareholders’ agreement gives
contral over ORL to Ocado Group plc.

The consideration paid comprises an
initial cash payment of £560.9 mitlion
plus contingent consideration of
£202.4 million which becomes payable
after five yearsif certain performance
conditions are met.

Management has completed a purchase
price allocation ("PPA") exercise in order
to allocate the consideration between
the assets recognised following the
transaction, including the identification
and valuation of previously unrecognised
intangible assets (£314.2 million) and
goadwill (F449)1 million).

Management considers its conclusion
that ORL is an associate to be a critical
accounting judgement and the valuation
of contingent consideration to be a key
accounting éstimate. These are discussed
furtherinnote 1.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

We have defined the ORL transaction
as a key audit matter owing to the
significant effort required in auditing the
transaction, including the PPA and, in
particular, the judgement relating to the
valuation of contingent consideration.

The Audit Committee considers this to
be a significant matter and discusses its
considerations on page 63. Refer to page
29 for management’s discussion of the
ORL transaction and to note 30 for

financial disclosures.
) t

In responding to the identified key audit matter we completed the following audit procedures:

- obtained anunderstanding of key
controls relating to the transaction and
subseduent accounting;

- inspectedthe shareholders’agreement
and other relevant contracts to
independently assess the accounting
treatment applied;

- assessed the appropriateness of
management's judgements and the
basis of conclusion for the vatuation
of contingent consideration with
reference to supporting and
contradictory evidence;

- inspected the ORL business plan
and challenged key inputs and
assumptions compared to internal and
external data sources to support the
valuation of contingent consideration
and the PPA valuations;
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- inspected the ORL board minutes
relating to the business plan and
key operational matters;

= evaluated actual trading performance
with reference to the business plan and
considered the impact of variance on
the probability of meeting operational
and financial targets related to the
contingent consideration payment;

- calculated an independent acceptable
range for the discount rate applied to
the PPA valuation calculations and
used this to recalculate the resulting
fair value of consideration; and

assessed the presentation and
disclosure of the transaction including
the accounting estimates.

Key observations

We are satisfied with the judgements
made around accounting for the

ORL transaction, intluding accounting
for the investment as an associate

and the valuation and completeness
of the intangible assets identified

by management. We are satisfied

that the judgements taken in valuing
the contingent consideration

are appropriate.




KEY AUDIT MATTERS CONTINUED

5.8 THE COINC CONCERN BASIS OF ACCOUNTING

KEY AUDIT MATTER DESCRIPTION

In undertaking their assessment of
going concern for the Group, which is
supported by the cash flows of the
Croup, the Directors reviewed the
forecast future performance and
anticipated cash flows.in doing so they
considered the financing available tathe
Croup and associated debt covenants,
including the covenant waiver that the
Group has cbtained inrelation toits
financing facility, and cost saving actions
that the Croup may take in responding to
¢ the Covid-19 pandemic including certain
Government support schemes (including
the furlough scheme and business rates
holidays). The Group has applied for the
Bank of England's Covid Corporate
Financing Facility (CCFF) with an
issuer limit of £300.0 million which was
confirmed as successful on 23 April 2020,

however the Directors have not relied on
the CCFF as part of their assessment of
going concern. The Directors have also
determined appropriate sensitivities

to these forecasts, including a reverse-
stress test of the Group's liquidity, and
considered the results in forming

their conclusion.

Due to the on-going Covid-19 pandemic,
which has led to the mandatory closure
of non-key retail outlets in the Group’s
key market, the UK, there is significantly
more judgement applied in developing
cash flow forecasts including
assumptions relating to the period

of closure for retailers, the impact on
the Group's sales and the anticipated
cost savings throughout the going
concern period,

HOW THE SCOPE OF QUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Taking into account the sensitivities,

the Directors have concluded that the
Group has sufficient resources available
to meet its liabilities as they fall due and
have concluded that there are no
rmaterial uncertainties around the

going concern assumptions.

We have identified a key audit matter
related to going concern as a result of the
judgement required to conclude there is
not a material uncertainty related to
going concern.

1 4

Y

Further details of the Directors’
assessment, including the sensitivities
applied, are inctuded within the Strategic
Report on pages 42-43 and 96 andin
note 1to the financial statements.

in responding to the identified key audit matter we compieted the following audit procedures:

- obtained an understanding of key
controls aver management’s going
concern medels, including the review
of the inputs and assumptions usedin
those models;

= obtained management’s board
approved three year cash flow
forecasts and covenant compliance
forecasts, including the impact of
Covid-19and the reverse stress test;

~ involved our internal specialists in our
assessment of the appropriateness of
forecast assumptions by:

- reading analyst reports, industry
data and other external information
and comparing these with
management’s estimates to
determine if they provided
corroborative or contradictory
evidence in relation to
management’s assumptions;

- comparing forecast sales with recent
historical financial information to
constder accuracy of forecasting;

+ enquiring of management regarding
the mitigating actions to reduce
costs and manage cash flows and
challenging the guantum of those
actions with reference to supporting
evidence and assessing whether the
mitigating actions were within the
Company's control;

- testing the underlying data
generated to prepare the forecast
scenarios and determined whether
there was adequate support for
the assumptions undertying
the forecast;

reviewing correspondence
confirming UK Government support
such as indirect tax holidays and
staff furlough;

reviewing c?rrespondence relating
to the avaitability of the Group's
financing arrangements, including
the covenant waivers obtained

by the Group in relation toits
financing facility and the availability
of CCFF funding;
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understanding and challenging the
level of further mitigations available
to the Group beyond those included
within the forecast: and

- considering the results of the reverse
stress tests performed; and

- evaluating the Group's disclosures on
going concern against the
requirements of IAS 1.

Key observations

We are satisfied that the Directors’
conclusion that there are no material
uncertainties over the Croup and Parent
Company’s ability to continue as a

going concern is appropriate and the
associated disclosures are in accordance
with the accounting standards.

r £
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INDEPENDENT AUDITOR'S REPORT CONTINUED

6.0UR APPLICATION OF MATERIALITY

6.). MATERIALITY

We define materiatity as the magnitude of
misstatement in the financial statements
that makes it probable that the economic
decisions of a reasonably knowledgeable
person would be changed or influenced.
We use rateriality both in planning the
scope of our audit work and in evaluating
the results of our work.

Based on our professional judgement,
we determined materiality for the financial
statements as a whole as follows:

108 Marksand Spencer Group plc

Company financial
Group financial statements statements
Materiality  £18.0 million (2019: £20.0 million) £16.2 million
(2019 £18.0 million)
Basis for We considered the following metrics: 3% of net assets
detenpu;nng - Adjusted profit before tax We have used 3% of
materiality net assets in both
- Earnings before interest, tax, the current and prior
depreciation and amortisation periog, capped at 90%
- Revenue of Group materiality,
Using professional judgement we determined as the basis for
materiality to be £18.0m. materiality.
Rationaie In determining our benchmark for materiality Net assetsis used as
for thee we considered a number, of different metrics the bepchmark asthe
benchmark used by investors and other readers of the Company operates
applied financial staternents. primarily as a holding
. . . company for the
This approach is a change from the prior year Group and we

(which was based on adjusted profit before tax,
but excluding the impact of certain adjusting
itemns) to reflect the votatility in the results of
the Group arising from the impact of Covid-19.

therefore consider
this as they key metric
for the Company.

We capped materiality

GCroup materiality represents:
Metric

at 90% of Group
% Materiality to reduce

Adjusted profit before tax

the risk of a material

Earnings before interest, tax,
depreciation and amortisation

error arising as a
result of the

2.0 consalidation of the

Revenue

018 Company's resultin

the Group financial
statements.

6.2. PERFORMANCE MATERIALITY

We set performance materiality at a

level lower than materiality to reduce

the probability that, in aggregate,
uncorrected and undetected
misstatements exceed the materiality
for the financial statements as a whole.
Group performance materiality was set
at 50% of Group materiality for the 2020
audit (2019; 60%). We have reduced the
percentage used, primarily in response
tothe impact that Covid-19 has had on
the Group’s internal control enviropment
and financial close process. In determining
performance materiality, we considered
the following factors:

— the pervasive impact of Covid-19 on the
financiat statements, the judgements
taken by management and the
associated disclosures;

- our cumulative knowledge of the Group
and its environment, including industry
wide pressure on retailers;

the level of change to the businessin
the period, including the ORL
investment;

the changes to management personnel;

the level of centralisation in the Group's
financial reporting controts and
processes; and

the level of misstatements identified in
prior pefiods.

6.3. ERROR REPORTING THRESHOLD

We agreed with the Audit Committee that
we would report to the Committee all
audit differences in excess of £0.9 million
(2019: £1.0 million), as well as differences
below that threshold that, in our view,
warranted reporting on qualitative
grounds. We also report to the Audit
Committee andisclasure matters that
we identified when assessing the overall
presentation of the financial statements.




7.AN OVERVIEW OF THE SCOPE OF OUR AUDIT

7.. IDENTIFICATION AND SCOPING
OF COMPONENTS

Our audit was scoped by obtaining an
understanding of the Group and its
environment, including group-wide
controls, and assessing the risks of
material misstatement at the Croup level.

Components were selected to provide an
appropriate basis for undertaking audit
work to address the risks of material
misstaternent identified. Based on our
assessment we have focused our audit

on the UK business which was subject to
full audit procedures. We have performed
our full audit scope of the UK component
using a materiality of £16.2 miltion (or 90%
of Croup materiality) (2019: £18.0 million)
as this makes up substantially all of the
Croup's operations (95% of the Croup's
revenue, 2019: 91%).

india and Ireland have been removed
from full-scope audit procedures in the
current period, owing to their financial
insignificance in the context of the Group
as awhole. Except for ORL, all other
wholly owned and associate businesses,
including the Irish and Indian components,
were subject to analytical review
procedures performed by the Group
audit team. Whilst we audit the revenues
received by the Group from franchise
operations, which account for 4%

(2019: 4%) of the Group's revenue,

we do not audit the underlying franchise
operations as part of our group audit.

inthis period, subject to spacified 7.2. WORKING WITH OTHER AUDITORS
audit procedures,

ORL is the only component where work

We have also tested the consolidation is conducted by a component auditor,
process and carried out analytical As arecent acquisition of the Group,
procedures in forming our conctusion we have performed a review of the

that there were no significant risks of component auditor’s files for the statutary
material misstatement remaining in audit of the entity for the peried from

the consolidated financial information acquisition up to 1 December 2019.

arising from the components not subject We have also issued detailed instructions
to a full audit. to our component audit team relating

to procedures for the period subsequent

5% .

% to } December 2019, engaged regularly
with them throughout the audit process,
determined the nature, timing and extent
of specified audit procedures to be

. performed and reviewed their component
Bk D% reporting. A dedicated member of the
Croup audit team is assigned to facilitate

Revenue - Adjusted profit an effective and consistent approach to
before tax component oversight.
8% 18%
@x 32% g
Profit Total assets
before tax
10%

@ Futl audit scope
@ Review at group level

As aresult of the Croup's acquisition 90%
of 50% of Ocado Retail Limited we Total liabitities
have identified ORL as a new component

8.0THERINFORMATION
The directors are responsible for the financial statements or a material - Audit Committee reporting —the
other information, The other information misstatemnent of the ather information. section describing the wark of the Audit
comprises the information included If, based on the work we have performed, Comunittee does not appropriatety
in the annual report other than the we conclude that thereis a materiat address matters communicated by
financial statements and 6ur auditor’s misstatement of this other information, ! usto the Audit Committee;or !
report thereon. we are required to report that fact. - Directors’ statement of compliance
Qur opinion on the financial statements In this context, matters that we are with the UK Corporate Governance
does not cover the other informationand,  specifically required to report to you as Code - the parts of the directors’
except to the extent otherwise explicitly uncorrected material misstatements of statement required under the Listing
stated in our report, we do not express the other information include where we Rules relating to the Company's
any form of assurance conclusion thereon.  conctude that: compliance with the UK Corporate

In connection with our audit of the
financial statements, our responsibility is
toread the other information and, in doing
s0, consider whether the other information
is materially inconsistent with the financial
statements or our knowledge obtained in
the audit or otherwise appears to be
materiatly misstated.

If we identify such material inconsistencies
or apparent material misstatements,

we are required to determine whether
thereis a material misstatement in the

Governance Code containing provisions
specified for review by the auditor in
accordance with Listing Rule 9.8 10R(2)
do not properly disclose a departure
from a relevant provision of the UK
Corporate Governance Code.

- Fair, balanced and understandable
—the statement given by the directors
that they consider the annual report
and financiat statements taken
as awhole is fair, balanced and
understandable and provides the
information necessary for shareholders ~ We have nothing to report in respect of
to assess the Group's position and these matters.
performance, business model and
strategy, is materiaily inconsistent with
our knowledge obtained in the audit; or
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INDEPENDENT AUDITOR’S REPORT CONTINUED

9. RESPONSIBILITIES OF DIRECTORS

As explained more fully in the directors’
responsibitities statement, the directors
are responsible for the preparation of the
financial statements and for being
satisfied that they give a true and fair

view, and for such internal control as the
directors determine is necessary to enable

the preparation of financial statements
that are free from material misstatement,

whether due to fraud or error.

In preparing the financial statements,
the directors are responsible for assessing
the Group's and the Company's ability te

continue as a going concern, disclosing

as applicable, matters related to going
concern and using the going concern basis
of accounting unless the directors either
intend to liquidate the Group or the
Cormpany or to cease operations, or have
no realistic alternative but to do so.

10. AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THEFINANCIAL STATEMENTS

Qur obyectives are to obtain reasonable
assurance about whether the financial
statements as a whole are free from
material misstatement, whether due

to fraud or error, and to issue an auditors
report that includes our opinion.
Reasonable assurance is a high level of
assurance, but is not a guarantee that

an audit conducted in accordance with
ISAs (UK) will always detect a material

misstatement when it exists.
Misstatements can arise from fraud or
error and are considered material if,
individually or in the aggregate, they could
reasonably be expected to influence

the economic decisions of users taken on
the basis of these financial staterments.

Details of the extent to which the audit
was considered capable of detecting

irregularities, including fraud and
non-compliance with laws and regulations
are set out befow.

A further description of our
responsibilities for the audit of the
financial statements is lpcated on

the FRC’s website at: www.frc.org.uk/
auditorsresponsibilities, This description
forms part of our auditor's report.

M. EXTENT TO WHICH THE AUDIT WAS CONSIDERED CAPABLE OF
DETECTING IRREGULARITIES, INCLUDING FRAUD

We identify and assess the risks of material
misstaternent of the financial statements,
whether due to fraud or error, and then
design and perform audit procedures
responsive to those risks, including
obtaining audit evidence that is sufficient
and appropriate to provide a basis for

our opinion.

N1 IDENTIFYING AND ASSESSING
POTENTIAL RISKS RELATED
TOIRREGULARITIES

In identifying and assessing risks of
material misstaterment in respect of
irregularities, including fraud and
non-compliance with laws and
regulations, we considered the following:

- the nature of the industry and sector,
control environment and business
performance including the design of
the Group’s remuneration policies,
key drivers for directors remuneration,
bonus levels and performance targets;

]

- the Croup's own assessment of the
risks that irregularities may occur either
as a result of fraud or error;

~ results of our enquiries of management,
internal audit, other key persans and
the Audit Committee about their own
identification and assessment of the
risks of irregularities;

any matters we identified having
obtained and reviewed the Group's
documentation of their policies and
procedures relating to:

« identifying, evaluating and complying
with laws and regulations and
whether they were aware of any
instances of non-compliance;

NG Marks and Spencer Group ple

+ detecting and responding to the
risks of fraud and whether they have
knowledge of any actual, suspected
or alleged fraud. and

+ theinternal controls established
to mitigate risks of fraud or non-
comptliance with laws and
regulations;and

— the matters discussed armong the audit
engagement team and involving
retevant internal specialists, including
tax, valuations, pensions, IT and
financial instruments specialists
regarding how and where fraud might
occurin the financial statements and
any patential indicators of fraud.

As aresult of these procedures,

we considered the opportunities and
incentives that may exist within the
organisation for fraud and identified the
greatest potential for fraud in the areas
in which management is required to
exercise significant judgement, such

' asthedisclosure of adjusting items,

In comman with all audits under 1ISAs (UK),

- we are also required to perform specific

procedures to respond to the risk of
management override.

We also obtained an understanding of

the legal and regulatory framework -

that the Group operates in, focusing on
provisions of those laws and regutations
that had a direct effect on the
determination of material amounts and
disclosures in the financial statements.
The key laws and regulations we
considered in this context included

the UK Companies Act, Financial Conduct
Authority regulations including the Listing
Rules, pensions and tax legislation.

In addition, we considered provisions of
other laws and regulations that do not
have a direct effect on the financial
statements but compliance with which
may be fundamental to the Group’s ability
to operate or to avoid a material penalty.
These included the competition and
anti-bribery laws, data protection,
Groceries Supply Code of Practice,

and employment, environmental

and health and safety regulations.

11.2. AUDIT RESPONSE TO
RISKS IDENTIFIED

As a result of performing the above,

we identified the disclosure of adjusting
itemns as a key audit matter related to the
potential risk of fraud. The key audit
matters section of our report explains this
matter in more detail and also describes
the specific procedures we performed in
response to that key audit matter.

in addition to the above, our procedures
to respond to risks identified included
the foltowing:

- reviewing the financial statement
disclosures and testing to supporting
docurnentation to assess compliance
with provisions of relevant laws and
regulations described as having a direct
effect on the financial statements;

~ engquiring of management, the Audit
Committee and in-house and external
legal counsel concerning actuatand
potential litigation and claims;

~ performing analytical procedures to
identify any unusual or unexpected
relationships that may indicate risks of
material misstatement due to fraud;



H.EXTENT TOWHICH THE AUDIT WAS CONSIDERED CAPABLE OF
DETECTINGIRREGULARITIES, INCLUDING FRAUD CONTINUED

- reading minutes of meetings of those
charged with governance, reviewing
internal audit reports and reviewing
correspondence with HMRC; and

~ in addressing the risk of fraud through
management override of controls,
testing the appropriateness of journal

entries and other adjustments;
assessing whether the judgements
made in making accounting estimates
are indicative of a potential bias; and
evaluating the business rationale of
any significant transactions that are
unusual or outside the normal course
of business.

We also communicated relevant identified
laws and reguidations and potential fraud
risks to all engagement team members
including internal specialists audit teams,
and remained alert to any indications of
fraud or non-compliance with laws and
regulations throughout the audit.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

12. OPINIONS ON OTHER MATTERS
PRESCRIBED BY THE COMPANIES
ACT 2006

In Qur opinion the part of the directors’
remuneration report to be audited has
been properly prepared in accordance
with the Companies Act 2006.

In our opinion, based on the work
undertaken in the course of the audit:

- theinformation given in the strategic
report and the directors' report for the
financial period for which the financial
statements are prepared is consistent
with the financial statements; and

- the strategic report and the directors’
report have been preparedin
accordance with applicable legal
requirements.

Inthelight of the knowledge and
understanding of the Croup and the
Company and their environment
obtained in the course of the audit,
we have not identified any material
misstatements in the strategic report
or the directors' report.

13, MATTERS ON WHICH WE ARE
REQUIRED TO REPORT BY EXCEPTION

13.1. Adequacy of explanations received
and accounting records,

Unger the Companies Act 2006 we are
required to report to youif, in our opinion:

~ we have not received all the information
and explanations we require for our
audit; or

~ adequate accounting records have not
been kept by the Company, or returns
adequate For our audit have not been
received from branches not visited by
us; or

~ the Company financial statements are
not in agreement with the accounting
records and returns.

We have nothing to report in respect of
these matters.

13.2. Directors’ remuneration

Under the Companies Act 2006 we are
also required to report if in our opinion
certain disclosures of directors’
remuneration have not been made or the
part of the directors' remuneration report
to be audited is not in agreement with the
accounting records and returns.

We have nothing to reportin respect of
these matters.

14.OTHER MATTERS

14,1, Auditor tenure

Following the recommendation of the

Audit Committee, we were appointed by '
the Shareholders on 8 July 2014 to audit

the financial statements for the period
ending 28 March 2015 and subsequent
financial peniods. The period of total
uninterrupted engagement including
previous renewals and reappointments of

the firmis 6, covering the periods ending

28 March 2015 to 28 March 2020,

14.2. Consistency of the audit report
with the additional report to the
Audit Committee

Our audit opinion is consistent with the
additional report to the Audit Committee
we are required to provide in accordance
with [SAs (UK).

15.USE OF OUR REPORT

This report is made solely tothe
Company's members, as a body, in
accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work
has been undertaken so that we might
state to the company's members those
matters we are required to state to them
in an auditor's report and for no other
purpose. To the fullest extent permitted
by law, we do not accept or assurme
responsibility to anyone other than the
Company and the Company's members as
a body, for our audit work, for this report,
or for the opinions we have formed. 4

Richard Muschamp FCA
(Senior statutory auditor)

For and on behalf of Deloitte LLP
Statutory Auditor

London

26 May 2020

A ol
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CONSOLIDATED INCOME STATEMENT

52 woeks ended 28 March 2020 52 weeks ended 30 March 2019 (Restated)
Results before Results before
adjustingitems Adjustingitems Total adjustingitems Adjusting items Tokal
Notes £m £m £m £m £Em Em
Revenue 2,3 10,181.9 - 10,181.9 10,3773 - 10,3773
Share of result in associate
- Ocado Retail Lirnited 3,5 2.6 (16.8) {14.2) - - -
Operating profit . 2,35 5%0.7 {335.9) 254.8 7256 {427.5) 298)
Financeincome 5.6 44.0 2.9 46.9 348 - 348
Finance costs 5,6 {231.6) (2.9) (234.5) (248.7) - (248.7)
Profit before tax N 4,5 403 {335.9) 67.2 SN.7 {427.5) 84.2
Incorne tax expense 7 {83.4) 43.6 (39.8) (106.0) 671 (38.9)
Profit for the year n9.7 {292.3) 274 405.7 (360.4) 453
Attributable to:
Owners of the parent 316.0 {292.3) 23.7 4021 {360.4) 27
Non-controlling interests 37 | 3.7 36 - 36
319.7 (292.3) 224 4057 (360.4) 45.3
Basic earnings per share 8 16.7p 1.3p 23.7p 2.5p
Diluted earnings per share 8 16.7p 1.2p 23.6p 2.4p
Comparative information has been restated for the impact of IFRS 16 {see note 29).
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
52 weeksended
S2weeksonded 30 March 2019
28 March 2020 (Restated)
‘Nores Em £Em
Profit for the year 274 45.3
Other comprehensive income:
Items that will not be reclassified subsequently to profit or loss
Remeasurerments of retirement benefit schemes n 927.9 (79.9)
Tax (charge)/credit on retirernent benefit schemes {196.7) 14.0
731.2 {65.9)
Items that may be reclassified subsequently to profit or loss
Foreign currency translation differences .
- mpvements recognised in other comprehensive income . . 5.1 (14.6)
-reclassified and reported in profit or loss 2.9 -
Cash flow hedges
- fair value movements recognised in other comprehensive income 21 140.3 132.0
~reclassified and reported in profit or loss (18.4) (6.0
Tax charge on cash flow hedges {27.0) (19.0)
102.9 B2.4
QOther comprehensive income for the year, net of tax 834.1 16.5
Total comprehensive income for the year 861.5 61.8
Attributable to:
Owners of the parent B57.8 58.2
Non-controlting interests 37 a6
861.5 61.8

Comparative information has been restated for the impact of IFRS 16 (see note 29).
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Asat Asat
Asat  30March 2019 1ApriL 2018
29 March 2020 ( 1) (R d)
. Notes £m £ Em
Assels
Non-current assets
Intangible assets 4 399 4999 599.2
Property, plant and equipment 15 5,494.2 5,662.3 6,189.6
Investment property 15.5 15.5 15.5
Investment in joint ventures and associates 30 760.4 . 4.0 7.0
Other financial assets 16 9.7 99 99
Retirement benefit asset n 1,915.0 931.5 9707
Trade and other receivables 17 262.6 273.0 209.5
Derivative financial instruments 21 112.4 19.8 27
8,968.9 74159 8,0285
Current assets ! ¢ L 5
Inventories 1 564.1 700.4 781.0
Other financial assets 16 n7 141.8 13.7
Trade and otherreceivables 17 298.0 267.2 252.4
Derivative financial instruments 21 73.5 4.3 71
Current tax assets 19.3 - -
Cashand cash equivalents 18 248 4 285.4 2077
1,215.0 1,435.1 1,261.9
Total assets 10,183.9 8,851.0 9,290.4
Liabiiities
Current liabilities
Trade and other payables 19 1,426.4 1,424.4 1,377
Partnership liability to the Marks & Spencer UK Pension Scheme 12 71.9 71.9 71.9
Borrowings and other financial liabilities 20 316.6 694.4 283.7
Derivative financial instruments 21 13.0 7.3 73.8
Provisions 22 2.5 100.7 56.2
Current tax liabilities - 26.2 500 i
1,849.4 23249 1912.7 5
Non-current liabilities ¢
Retirement benefit deficit _ n 124 17.2 225 £
Trade and other payables 19 222.6 15.6 16.3 &
Partnership liability to the Marks & Spencer UK Pension Scheme 12 135.5 200.5 263.6 E
Borrowings and other financial liabilities 20 3,865.9 3,628.5 4,054.5 i
Derivative financial instruments 21 0.7 2.8 30.7 §
Provisions 22 56.5 727 91.8
Deferred tax liabilities 23 3324 19.6 165.1
4,626.0 4,056.9 4,644.5
Total liabilities . 6,475.4 6,381.8 6,557.2
Net asseats 4 i ¥ 3,708.5 2,4692 2,733.2
Equity
Issued share capital 24 487.6 406.3 406.2
Share premium account 24 90.4 416.9 416.4
Capital redemption reserve 2,210.5 2,210.5 2,210.5
Hedging reserve 68.6 {14.6) {76.0)
Cost of hedging reserve 5.7 n.7 0.7
Other reserve (6,542.2) (6,542.2) (6,542.2)
Foreign exchange reserve {35.9} (43.9) (29.3)
Retained earnings _6,597.8 6,024.8 6,3394
Equity attributable to owners of the parent 3,702.5 2,469.5 27357
Non-controlling interests 6.0 {0.3) (2.5)
Total equity 1,708.5 2.469.2 27332

Comparative information has been restated for the impact of IFRS 16 (see note 29).

The financial statements were approved bythe Board and authorised for issue on 26 May 2020. The financial staternents alsc comprise
notes 1to 31.

Steve Rowe, Chief Executive Officer

David Surdeau, Interim Chief Financeuﬁ;'cer y 0 U %
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Crdinary Sharg Capital Foreign Non-
share premium redemplion  Hedging Costof Other exchange Retained controlling
capital  account reserve  reserve  hedging  reserve' reserve  eamings’ Total nterest Total
£m Em Emy €m £m Em £m Em £m £m £m
Asat) Aprit 2018 406.2 4164 2,20.% (15.0 0.2 (65427 (29.3) 6,5599 2956.2 {258 29517
Adjustment oninitial application of
IFRS 16 - - - - - - (2205)  (2205) -~ {(220%)
A_d] d opening shareholders’ equity 406.. 2 416.4 22105 {76.0) 10.7__(6542.2) {(29.3} 63394 27357 (2.5) 27332
Profit for the year - = - = - — 4.7 4.7 36 45.3
Other comprehensive income/{expense):
Foreign currency transtation
—movements recognisedin other
comprehensive income = - - - - - (14.6) - {14.6} “ {14.6)
Remeasurements of retirement
benefit schemes — - - - - - — _{799) 7.9} - {79.9}
Tax credit onitems that will not
be reclassified - - - - - — = W0 14.0 - 14.0
Cash flow hedges
- fair value mavements inother
comprehensive income d - - =r 1305 15 - ’ - - 132.0 L 7.1 )
~reclassified and reported in profit or toss - - - {16.0) - ~ - - {16.0) - {16.0)
Tan on cash flow hedges - - - {18.5) (C.5) - = - (18.0) - 119.0%
Other comprehensive i [axpense] - - - 96.0 1.0 - (14.6) (65 %) 16.5 - 16.5
Total comprehensive income/(expense) - - - 96.0 1.0 - (04.6) (24.2) 58.2 36 61.8
Cash fow hedges recognised
ininventories - - - (42.7) - - - - (42.7) - {42.7)
Tax on cash flow hedges recognised
ininventories - = = 8.1 - - - - 8 - 8
Transactions with owners:
Dividends. - - - - =~ - - (303.5} {303.5) - (303.5)
Transactions with non-controlling
shareholders - = - - - - - - - {.49) 0.4)
Shares issued on exercise of
employee share options o} 05 - - - - -~ - 0.6 - 06
Purchase of own shares held by
employee trusts - - - - - - - {5.5) {5.5) -~ (5.5}
Credit for share-based paysnents - - - — = - - 19.2 19.2 - 19.2
Deferred tax on share schemes - - - - - {0.6) (0.6) — (0.6)
As 3t 30 March 2019 (Restated) 4063 A69 2,405 (14.6% 'I {6,542 g) (439) 60248 2,469.5 {0.3) 24692
As #t 31 March 2019 {Restatod) 406.3 469 2,210.5 (14.6} N7 (6,542.2) {43.9) 6,024.8 24635 {0.3) 2,4€5.2
Profit forthe year - - - - - - - 3.7 23.7 3.7 27.4
Other com ensive income/(e 3¢
Foreign currency translation
- movements recoghised in other
comprehensive income - - - - - - 5.3 - 5.1 - 5.1
- reclassified and reported inprofit or loss - - - - - - 29 - 19 - .29
Remeasurements of retirement
benefit schemes - - - - - - = 927.9 92719 - 9219
Tax charge oniterns that will not
be reclassified - - - - - - = (196.7} {196.7) - (196.7}
Cash flow hedges
~fair value movernentsin other
comprehensive income - - - 1478 (35 - - - 140.3 - 130.3
~reclassified and reported in profit or loss = - = {18.4) - - - - (8.4) - {(18.4)
Taxon cashflow bedges - - - {28.5) 1.5 - - - {27.0) - {22.0}
Qther comprehensive Imn’nMenu} - - L 190.9 (60) - 80 m.a 8341 - 8341
Total comprehensive i /(exp ) - = - 100.% (6.0} = 8.0 754.9 8578 iz 85615
Cash Alow hedges recognised
inirventories - - - {21.8) - - - - E'ﬂ— - (3R )]
Tax on cash flow hedges recognised
ininventories - - - 4.1 - - - - 4,) - 4,)
Transnctions with owners:
Dividends - - - - - - - {191.1) sy - .y
Transactions with nen-controlling
sharehoiders = - - - - - - - - 26 16
Shares issued on exercise of ennployee
share options - o1 - - = - = - ['A] - (-]
Shargsissued pn ngnhtsissue! .3 4934 - - - - - = 574.7 - 574.7
Purchase of own shares held by
empioyee trusts = - - - bod - - 8.9] . ~ {8.9)
Credit for share-based payments - - - - - = - 18.5 18.5 - 18.5
Deferred taxon share schemes - = - - - - - 0.4] (0.4} - {0.4)
As at 28 March 2020 A487.6 910.4 2,210.5 68.6 5.7 (6542.2) (359) 65978 37015 6.0 37085

1. The “Other reserve’ was originatly created as part of the capital restructuring that took glace in 2002. It

the difference bet

the nomingl value of the shares issued

prior tothe capital reduction by the Company (being the carrying value of the investment in Marks and Spencer plc) and the share capital, share premium and capital redemption
reserve of Marks and Spencer picat the date of the transaction.

2. Included within "Retained earnings”is the fair value through other ¢
3. Thve share premium amount of £493 4mis net of £26.6min relation to transaction costsnuocnatedmth therightsissue,

g

Cormparative information has been restated for theimpact of IFRS 16 (see note 29).
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CONSOLIDATED STATEMENT OF CASH FLOWS

52 weeks ended
52wesksended 30 March2019
28 March 2020 {Restated)
Notes Em £m
Cash flows from operating activities
Cash generated from operations 26 1,064.7 1,350.4
Income tax paid ' {91.6) (105.7)
Net cash inflow from operating activities 973 12447
Cash flows from investing activities
Proceeds on property disposals 2.7 481
Purchase of property, plant and equipment {251.0) (2Y7.8)
Purchase of intangible assets {77.6) (95.1)
Satef(purchase) of current financial assets 130.1 (128.1)
Purchase of invéstments in associates and joint véntures' * 30 {580.3) (2.5)
Interest received 10.4 74
Net cash used in investing activities (765.7) {388.0}
Cash flows from financing activities
Interest paid? {224.2) (229.0)
Repayment of borrowings - (46.7)
Issuance of Medium Term Notes 250.0 1.4
Redemption of Medium Term Notes {400.0) -
Repayment of lease liabilities {201.4) (170.1)
Payrent of liability to the Marks & Spencer UK Pension Scheme {63.5) (61.6)
Equity dividends paid 9 (191.Y) (303.5)
Shares issued on exercise of employee share options 24 0.1 0.6
Proceeds from rights issue net of costs 24 574.4 -
Purchase of own shares by employee trust {8.9) (5.5)
Cash received from settlement of derivatives 7.7 - 2
Net cash used in financing activities (256.9) {B14.4) %
Net cash {outRlow)/inflow from activities (49.5) 42.3 :
Effects of exchange rate changes 05 - {0.2) :
Opening net cash 2131 171.0 z
Closing net cash 27 164.1 231 <

1. Includesinvestment in Ccado Retail Limited of £577.8m (last year: Enil}and Founders Factory Retail Limited of £2.5m (last year: £2.5m). Inadditionto the £560.9m cash paid to
Ocado Croup ple perNote 30, £11.5misintludedwithin trade and other receivables (Note 17) as at 28 March 2020 Following finalisationof the transaction. in addition. there are
£5.4m transaction costs paid during the year.

2. Includesinterest paid onthe partnership liability to the Marks and Spencer UK PensionSchame of £8.Am {last year: £10.3m}and interest paid on tease liabilities of £134.3m
(lost year. £142.6m {restated)).

L] [} [3 []
Comparative information has been restated for the impact of IFRS 16 {(see note 29),
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NOTES TOTHE FINANCIAL STATEMENTS

TACCOUNTING POLICIES

Ganarsi information

Marks and Spencer Croup plc (the “Company™) is a public
Company timited by shares incorperated in the United Kingdom
under the Corrpanies Act and is registered in England and
Wales. The adaress of the Comgany's registered office is
Waterside House, 35 Narth Wharf Road, London W2 INW.

The printipal activities of the Company and its subsidiaries
(the “Croup”) and the nature of the Group's operatons is as a
Clothing & Home and Food retailer,

These financial statements ae presentedin sterling, which is
also the Company’s functicnal currency, and are rounded to
tha nearest hundred thousand. Foreign operatians are included
matcordance with the policies set out within this note.

Basis of preparation g

The financial statements have been prepared in accordance
with International Financial Reporting Standards (IFRS) and IFRS
Interpretations Committee (IFRS IC) interpretations, as adopted
by the European Union, and with those parts of the Companies
Act 2006 applicable to companies reporting under IFRS.

The Marks and Spencer Scottish Limited Partnership has taken
anexemption uncer paragragh 7 of the Partrecship (Atcounts)
Regulations 2008 from the requirement to prepare and deliver
financial staternents in accordance with the Companies Act.

The financial statements have been prepared an a going concern
basis. In adopting the going concern basis, the directors have
considered the business activities as set oyt on pages 2to 26,
and the principal risks and uncertainties as set out on pages 34
and 43, including by modelling a Covig-19 scenano.

Given the global politicat and econamic uncertainty resulting
from the Covid-19 pandemic, caupled with the already fast
paced changes kaking place across the retail sector, we expect
to see significant volatility and business disruption reducing
ourexpected performance in 2020/21. We have alreadly Felt the
impact of the government's guidelines on lockdown, with our
Food stores open and trading (albeit with sociat-distancing rules
in place), but with Ctothing & Home unable to trade from stores,
and ali sales therefore predominantly coming fromonline saies.
and Click & Collect in stores

The Covid-19 scenario assumes that the current government
guidelines continue for a period of at least four manths,
resulting in a significant dectine in sales for the remainder

of 2020/21 as fallows:

- Onaverage, a /0% decline in Clothing & Home sales vs bucigét
far the four months to July 2020, fotlowed by a slow recovery
back to budget by February 202), reducing expected revenue
by £15ba for e financial year,

- A20% decline in Fooo sales v budget for the four months
o July, impacting annual revenue by £384m,

- international sales following a similar profite to Clothing
&Home, with a significant decline in April due to closures,
and a recovery back to butiget extended to March 2021,
impacting annual revenue by £214m,

Further downsige sensitivities which extend the length of the
social-clistancing measures or increase the depth of the impact
on salesand margin were also considered, as explained in the
Viability Statement. In addition, reverse stress testing has also
been applied ta the model, which represents a significant dectine
in sales compared to the Covid-19 scemario. Such a scenario, and
the sequence of events which could lead to it, is considered to

be remote.
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Tha Covid-19 scenario reflects the actions already taken by
management, including:

- Cost-saving initiatives, such as reducing marketing spend,
freezing pay and recruitment, anct technelogy and operating
expenditure cuts.

~ Reducing the capital expenditure budget to ¢ £140m,

= Redt cing the supply pipeline of Clothing & Home stock
by c.2560m, and lengthening payrment terms.

- Ceas'ng ta pay the final dividend payment for 2019/20 and far
2020421, resulting in a total anticipated cash saving of €.£340m.

The Craup will also benefit from c.£172m of business rates retief in
2020/2 and the government's job retention scherne to help meet
the cos: of furloughed roles in stares, distribution and support
centres, which should generate cash savings of ¢.E50mup to

30 June 2020.

In addit on, the following further steps have alsc been taken,

- Formal agreement has been reached with the lending
Syndicate of banks providing the £11bn revolving credit
facility to remove or substantially relax the covenant
conditions for thetests ansing in Sestember 2020,
March 2021 and Septemnber 2021.

= The Croup confirmaed on 23 April 2020its eligibility urder the
UK gevernment's Covid Corporate Financing Facility (CCFF)
and a iocated anissuer Limit of £300m, providing significant
further liquidity headrogm.

The agreement with the banks combined with the other measyres
taken means that, even under the Covid-19 scenario, the business
would continue to have significant liquidity headroom on its
exsting facilities and against the revoiving credit facility financial
caovenart. As at 28 March 202G the financal covenant was met,
As aresuit, the Board believes that the Group is well placed to
rnanageits financing and ovher significant risks satisFactorily

and that the Group will be abie to operate within the level of its
facilities for the foreseeable future. For this reason, the Board
cansidars it appropriate for the Group o adopt the going
cancern pasis in prepating its financial statements.

o # by the Group

The Group has applied the following new standards and
interpretations for the first tirne for the annual reporting
period commencing 31 March 2019:

- IFRS IE Leases, ¥
= IFRIC 23 Uncertainty over Income Tax Treatments.

- Amendments toiFRS 9 Prepayment Features with Negative
Compensation

- Amendments to JAS 28 Long-term Interests in Azsociates and
Joint Vantures,

- Amencments tolAS 19 Plan Amendment, Curtailrent
or Settlement,

- Annual tmprovements to IFRS Standards 2015-2017 Cycle
{Amendments to IFRS 3, IFRS 11, IAS 12 and IAS 23).

Tne Croup also elected to adopt the following amendments early:

~ Amendments to IFRS 9, 1A5 38 and iFRS 7 Interest Rate
Benchmark Retaem.

New g



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1 ACCOUNTING POLICIES CONTINUED

The nature and effect of the changes to the Group’s accounting
policies as a result of the adoption of IFRS 16 is described in note
29. The impact of early adopting the amendments to IFRS 9

as a result of interest rate benchmark reformis described in

the financial instruments accounting policy and in note 21.

The adoption of the other standards and interpretations listed
above has not led to any changes to the Croup’s accounting
policies or had any other material impact on the financial position
or performance of the Group.

New accounting standards in issue but not yet effective

New standards and interpretations thaf are inissue but not yet
effective are listed below:

- Amendiments tolAS1andIAS8 Definitiop of Material.
- Amendments to IFRS 3 Definition of a Business.

- Amendments to References to the Conceptual Framework
in IFRS Standards.

- IFRS17 Insurance Contracts.

- Amendments to IFRS 10 and IAS 28: Sate or Contribution of
Assets between an Investor and its Associate or Joint Venture.

The adoption of the above standards and interpretations is not
expected to lead to any changes to the Group's accounting
policies or have any other material impact on the financial
position or performance of the Group.

Alternative Parformance Measures

in reporting financial information, the Group presents alternative
performance measures (APMs), which are not defined or specified
under the requirements of IFRS.

The Croup believes that these APMs, which are not considered
to be a substitute for, or superior to, IFRS measures, provide
stakehotders with additional helpful information on the
performance of the business. These APMs are consistent with
how the business performance is planned and reported within
the internal management reporting to the Board and Operating
Committee. Some of these measures are also used for the
purpose of setting remuneration targets.

The key APMs that the Group uses inciude: like-for-like revenue
growth; operating profit before adjusting items; profit before
tax and adjusting items; adjusted earnings per share; net debt;
free cash flow; and return on capital employed. Each of these
APMs, and others used by the Group, are set outinthe Glossary
including explanations of how they are calcutated and how they
can be reconciled to a statutory measure where relevant.

The Group reports some financial measures, primarily
International sales, on both a reported and constant currency
basis. The constant currency basis, which is an APM, retranslates
the previous year revenues at the average actual periodic
exchange rates used in the current financial year. This measure
is presented as a means of eliminating the effects of exchange
rate fluctuations on the year-on-year reported results.

The Group makes certain adjustments to the statutory profit
measures in order to derive many of these APMs. The Group’s
policy is to exclude items that are considered significant in nature
and/or quantum to the financial statement line item or applicable
disclosure note or are consistent with items that were treated

as adjusting in prior periods. Treatment as an adjusting item
provides stakeholders with additional useful information to
assess the year-on-year trading performance of the Group.

On this basis, the foltowing items were included within

adjusting items for the 52-week period ended 28 March 2020:

- Net charges associated with the strategic programme in
relation to the review of the UK store estate.

- Significant restructuring costs and other associated costs
arising from strategy changes that are not considered by the
Group to be part of the normal operating costs of the business.

- Significant pension charges arising as a result of the historical
changes to the UK defined benefit scheme practices.

- Impairment charges and provisions that are considered to be
significant in nature and/or value to the trading performance
ef the business.

— Charges arising from the write-off of assets and other
property charges that are considered to be significant in
nature and/or value. N '

- Adjustments to income from M&S Bank due to a provision
recognised by M&S Bank for the cost of providing redress
to customers in respect of possible mis-selling of M&S Bank
financial products as well as forward economic guidance
provisions recognised by M&S Bank as a result of Covid-19.

— Significant costs arising from establishing the investment in
Ocado Retail Limited.

- Amortisation of the identified intangible assets arising as
part of the investment in Ocado Retail Limited.!

~ Remeasurernent of contingent consideration including
discount unwind!

- Directly attributable gains and expenses resulting from the
Covid-19 pandemic.?

- Cther adjusting items include credits recognised in relation
to potential liabilities for employee-related matters previously
recognised within adjusting items.

. Asaresultof the investmentin Ocado Retail Limited during the year these items
haveb includedwithi ing iterns for the first time,

2. Asaresult of the Covid-19 pandemic and subsequent UK government restrictions

introduced on 23 March 2020 that hasresultedin significant and unprecedented

market and business disruption, the Group has clatsified gains and expenses incurred

asadirect result of Covid-19 as adjusting items for the first time. The impact of the

Covid-19 pandemic onthe Croup’s op fonsis disc, ithin the principal risks

anduncertainties on page 34 as well as set out within the basis of preparationon

page NEwhith summarises the Covid-19 scenario modelled by the Group and

withinthe subsequent events note.

Refer tonote S for a summary of the adjusting items.
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A summary of the Cempany's and the Group's accounting
policies is given below.

Accounting convention ' '

The financial statermnents are drawn up on the historical cost
basis of accounting, except for certain financial instruments
(including derivative instruments) and plan assets of defined
benefit pension schemes which are measured at fair value at the
end of each reporting period, as explainedin the accounting
policies below.

Basis of consolidation

The Group financial statements incorporate the financial
statements of Marks and Spencer Group plc and all its
subsidiaries made up to the period end date. Where necessary,
adjustiments are made to the financial staternents of subsidiaries
to bring the accounting polities used in line with those used by
the Croup.
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NOTES TOTHE FINANCIAL STATEMENTS CONT!NUED

TACCOUNTING POLICIES CONTINUED

Subsidiaries

Subsidiary undertakings are all entities (including special
purpose entities) over which the Company has control. Control
is achieved when the Company has the power over the entity;

is exposed, or has rights to, variable returns fromits involverment
with the entity, and has the ability to use its power to affectits
returns. The Company reassesses whether or not it controts an
entity if Facts and circumnstances indicate that there are changes
to one or more of these three elements of control. Consolidation
of a subsidiary begins when the Company obtains control over
the subsidiary and ceases when the Company loses control of
the subsidiary. Subsidiary undertakings acquired during the
year are recorded using the acquisition method of accounting
and their results are included from the date of acquisition.

The separable net assets, including property, plant and
equipment and intangible assets, of the newly acquired
subsidiary undertakings are incorporated into the consolidated
financial statements on the basis of the fair value as at the
effective date of control.

{

Intercompany transactions, balances and unrealised gains
on transactions between Group companies are eliminated
on consolidation.

Associates

An associate js an entity over which the Group has significant
influence and that is neither a subsidiary nor an interest in a joint
venture, Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not
control or joint control over those policies. The results and assets
and liabilities of associates are incorporated in these financial
statements using the equity method of accounting. Under the
equity method, an investment in an associate is recognised
initially in the consolidated statement of financial position at
cost and adjusted thereafter to recognise the Group's share

of the profit orloss and other comprehensive income of the
associate. When the Group's share of losses of an associate
exceeds the Group's interest in that associate fwhich includes
any long-term interests that, in substance, form part of the
Group's net investment in the associate), the Croup discontinues
recognising its share of further losses. Additional tosses are
recognised only to the extent that the Group has incurred legal
ar constructive cbligations ar made payments on behalf of

the associate. Dividends received or receivable from an associate
are recognised as a reduction in the carrying amount of

the investment.

Associated undertakings acquired during the year are recorded
using the equity method of accounting and their results are
included from the date of acquisition. On acquisition of the
investment in an associate, any excess of the cost of the
investment over the Group’s share of the net fair value of the
identifiable assets and liabilities of the investee is recognised

as goodwill, which is included within the carrying amount of

the investment. Any excess of the Croup's share of the net fair
value of the identifiable assets and liabitities over the cost of the
investrent, after reassessment, is recognised immediately in
profit or loss in the period in which the investrnent is acquired.
The Group's share of the net fair value of identified intangible
assets is amortised over the expected useful economic life

of the assets,

The requirements of IAS 36 are applied to determine whether it is
necessary to recognise any impairment loss with respect to the
Group's investment in an associate. When necessary, the entire
carrying amount of the investment (including goodwill) is tested
for impairment in accordance with IAS 36 as a single asset by
comparing its recoverable amount (higher of value in use and
fair value less costs of disposal) with its carrying amount.
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When a Croup company transacts with anassociate of the
Group, profits and losses resulting from the transactions with
the associate are recognised only to the extent of interests in
the associate that are not related to the Group.

Revenue

Revenue comprises sales of goods to customers outside the
GCroup less an appropriate deduction for actual and expected
returns, discounts and loyalty scheme vouchers, and is stated
net of value added tax and other sales taxes. Revenue is
recoghised when performance pbligations are satisfied and
goods are delivered to our franchise partners or the customer
and the controt of goods is transferred to the buyer.

A rightof return is not a separate performance obligation and
the Group is required to recognise revenue net of estimated
returns. A refund liability and a corresponding asset in inventory
representing the right to recover products from the custormer
are recognised.

The Group enters intoc agreements which entitle other parties
to operate under the Marks & Spencer brand name for certain
activities and operations, such as M&S Bank and M&S Energy.
These contracts give rise to performance-based variable
consideration. Income dependent on the performance of the
third-party operations is recognised when it is highly probable
that a significant reversal in the amount of income recognised
will not occur, and presented as cther operating income.

Supplierincome

Inline with industry practice, the Group enters into agreements
with suppliers to share the costs and benefits of promotional
activity and volume growth. The Group receives income from its
suppliers based on specific agreements in place. This supplier
income received is recognised as a deduction from cost of sales
based onthe entitlement that has been earned up to the balance
sheet date for each relevant supplier agreement. Marketing
contributions, equipment hire and other non-judgemental,
fixed rate supplier charges are not included in the Croup's
definition of supplier income.

The types of supplier income recognised by the Group and the
associated recognition policies are:

A. Promotional contribution Includes supplier contributions to
promotional giveaways and pre-agreed contributions to annual
“spend and save” activity.

Income is recognised as a deduction to cost of sales over

the relevant promotional period. Income is calculated and
invoiced at the end of the promoticnal period based on actual
sales or according to fixed contribution arrangements.
Contributions earned but not invoiced are accrued at the end
of the relevant period.

B. Volume-based rebates Includes annual growth incentives,
seasonal contributions and contributions to share economies
of scale resulting from moving product supply.

Annual growth incentives are calculated and invoiced at the end
of the financial year, once earned, based onfixed percentage
growth targets agreed for each supplier at the beginning of

the year. They are recognised as a reduction in cost of sales in
the year to which they relate. Qther volume-based rebates are
agreed with the supplier and spread aver the relevant season/
contract period to which they retate. Contributions earned but
not invoiced are accrued at the end of the relevant period.



NOYTES TO THE FINANCIAL STATEMENTS CONTINUED

TACCOUNTING POLICIES CONTINUED

Supplier income continued

Uncotlected supplier income at the balance sheet date is
classified within the financial statements as follows:

A. Trade and other payables The majority of income due from
suppliers is netted against amounts owed to that supplier as the
Group has the legal right and intention to offset these balances.

B. Trade and other receivables Supplier income that has

been earned but not invoiced at the balance sheet date is
recognised in trade and other receivables and primarily retates
to volume-based rebates that run up to the period end.

In order to provide users of the accounts with greater
understanding in this area, additional balance sheet disclosure
is provided in note 17 to the financial statements. .

M&S Bank

The Group has an economic interest in M&S Bank which entitles
the Group to a 50% share of the profits of M&S Bank after
appropriate contractual deductions.

Dividends

Final dividends are recorded in the financial statements

in the period in which they are approved by the Company's
shareholders. Interim dividends are recorded in the period in
which they are approved and paid.

Pensions

Funded pension plans are in place for the CGroup's UK employees
and some overseas employees.

For defined benefit pension schemes, the difference between
the fair value of the assets and the present value of the defined
benefit obligation is recognised as an asset or liability in the
statement of financial position. The defined benefit obligation
is actuarially calculated using the projected unit credit method.
An asset can be recognised as in the event of a plan wind-up, the
pension scheme rules provide the Croup with an unconditionat
right to a refund of surplus assets assuming a full settlement of
plan liabilities. In the ordinary course of business, the Trustees
have no rights to wind up, or change, the benefits due to the
members of the scheme. As aresult, any net surplus in the

UK defined benefit (DB) scheme is recognised in full.

The service cost of providing retirement benefits to employees
during the year, together with the cost of any curtailment, is
charged to operating profit in the year. The Croup no longer
incurs any service cost or ¢urtaltment costs related to the UK
DB pension scheme as the scheme is closed toe future accrual.

The net interest cost on the net retirement benefit assetAiability
is calculated by applying the discount rate, measured at the
beginning of the year, to the net defined benefit asset/liability
andisincluded as a single net amount in finance income.

Remeasurements, being actuarial gains and losses, together
with the difference between actual investrent returns and
the returnimplied by the net interest cost, are recognised
immediately in other comprehensive income.

During 2017/18, the UK DB pension scheme purchased annuities

in order to hedge longevity risk for pensioners within the scheme.

As permitted by 1AS 19, the Croup has opted to recognise the
difference between the fair value of the plan assets and the cost
of the policy as an actuarial loss in other comprehensive income.

Payments to defined contribution retirement benefit schemes
are charged as an expense on an accruals basis.

Intangible assets

A, Goodwill Goodwill arising on consolidation represents

the excess of the consideration paid and the amount of any
non-controliing interest in the acquiree over the fair value of

the identifiable assets and liabilities (including intangible assets)
of the acquired entity at the date of the acquisition, Goodwill is
recognised as an asset and assessed for impairment annually or
as triggering events occur. Any impairment in value is recognised
within the income statement.

B. Acquired intangible assets Acquired intangible assets include
trademarks or brands and custorner relationships. These assets
are capitalised on acquisition at cost and included in intangible
assets. Intangible assets identified on investments in associates
are included in investments in associates at fair value. Intangible
assets are amortised on a straight-line basis over their estimated
useful lives of between 10 and 40 years,

Acquiredintangible assets are tested for impairment as
triggering events occur. Any impairment in value is recognised
within the income statement.

C. Software intangibles Where computer softwareis not an
integral part of a related item of computer hardware, the
software is treated as an intangible asset. Capitalised software
costs include external direct costs of goods and services, as well
as internal payroll-related costs for employees who are directly
associated with the project.

Capitalised software development costs are amortised

on a straight-line basis over their expected economic lives,
nermally between 3 and 10 years. Computer software under
development is held at cost less any recognised impairment
toss. Any impairment in value is recognised within the
income statement.

Property, plant and equipment

The Group’s policy is to state property, plant and equipment
at cost less accumulated depreciation and any recognised
impairment loss. Property is not revalued for accounting
purposes. Assetsin the course of construction are held at
cost less any recognised impairment loss. Cost includes
professional fees and, for qualifying assets, borrowing costs.
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Depreciation is provided to write of f the cost of tangible
non-current assets {(including investment properties), less
estimatediresidual values on a straight-line basis as follows: t

~ Freehold land - not depreciated.

- Buildings - depreciated to their residual value over their
estimated remaining economic lives.

- Fixtures, fittings and equipment - 3 to 25 years according
to the estimated economic life of the asset.

Residual values and useful economic lives are reviewed annually.
Depreciation is charged on all additions to, or disposals of,
depreciating assets in the year of purchase or disposal.

Any impairment in value is recognised within the income statement.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1ACCOUNTING POLICIES CONTINUED

Leasing

The Group recognises a right-of-use asset and corresponding
liability at the date at which a leased asset is made available
for use by the Group, except for short-termleases(defined as
leases with a lease term of 12 months or less) and leases of
low-value assets. For these leases, the Group recognises the
lease payments as an operating expense on a straight-line
basis over the term of the lease.

Lease liabilities are measured at the present value of the future
lease payments, excluding any payments relating to non-lease
components. Future lease payments include fixed payments,
in-substance fixed payments, and variable lease payments
that are based on an index or arate, less any lease incentives
receivable, Lease liabilities also take into account amounts
payable under residuat value guarantees and payments to
exercise options to the extent that it is reasonably certain that
such payments will be made. The payments are discounted

at the rate implicit in the lease or, where that cannot be readily
determined, at an incremental horrowing rate,

Right-of-use assets are measured initially at cost based on
the value of the associate lease liability, adjusted for any
payments made before inception, initial direct costs and an
estimate of the dismantling, removal and restoration costs
required in the terms of the lease. The Group presents
right-of-use assetsin ‘property, plant and equipment’in
the consolidated statement of financial position.

Subsequent to initial recognition, the lease liability is reduced
for payments made and increased to reflect interest on the
lease liability (using the effective interest method). The related
right-of-use asset is depreciated over the term of the lease or,

if shorter, the useful economic life of the leased asset. The lease
term shall include the period of an extension option where it is
reasonably certain that the option will be exercised. Where the
Llease contains a purchase option the asset is written of f over
the useful life of the asset when it is reasonably certain that

the purchase option will be exercised.

The Group remeasures the lease liability (and makes a
corresponding adjustment to the related right-of-use
asset)whenever:

~ The lease term has changed or there is a change in the
assessment of exercise of a purchase option, inwhich case
the lease liability is remeasured by discounting the revised
lease payments using a revised discount rate.

- The lease payments change'due to changesinanindexor ¢
rate or achange in expected payment under a guaranteed
residual value, in which cases the lease liability is remeasured
by discounting the revised lease payments using the initial
discount rate (unless the lease payments change isdue toa
change in a floating interest rate, in which case a revised
discount rate is used).

~ Alease contract is modified and the lease modification is not
accounted far as a separate tease, in which case the lease
liability is rereasured by discounting the revised lease
payments using a revised discount rate.

Leases for which the Group is a lessor are classified as finance

or operating leases. A lease is classified as a finance lease if it
transfers substantially all the risks and rewards of ownership

to the iessee and classified as an operating lease if it does not.
When the Group is an intermediate lessor, it accounts for the
head lease and the sublease as two separate contracts. The
sublease is classified as a finance or operating lease by reference
to the right-of-use asset arising from the head lease.
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Amounts due from lessees under finance leases are rgcognised
as receivables at the amount of the Group’s net investment in
the leases. Finance lease income is allocated to accounting
periods 0 as to reflect a constant periodic rate of returnon

the Group’s net investment in the lease. Rental income from
operating leases is recognised on a straight-line basis over the
term of the relevant tease.

Cash and cash equivatents

Cash and cash equivalents includes shart-term deposits with
banks and other financial institutions, with an initial maturity
of three months or less ang credit card payments received
within 48 hours.

Inventories

‘Inventories are valued on a weighted average cost basis and
carried at the lower of cost and net realisable value, Cost includes
all direct expenditure and other attributable costs incurred in
bringing inventories to their present lacatien and condition.
Allinventories are finished goods. Certain purchases of
inventories may be subject to cash flow hedges for foreign
exchange risk. The initial cost of hedged inventory is adjusted
by the associated hedging gain or loss transferred from the
cash flowhedge reserve ("basis adjustment”).

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that
the Group will be required to settle that obligation. Provisions
are measured at the best estimate of the expenditure required

to settle the obligation at the end of the reporting period,
and are discounted to present value where the effect is material.

Share-based payments

The Croup issues equity-settled share-based payments to
certain employees. A fair value for the equity-settled share
awards is measured at the date of grant. The Group measures
the fair value of each award using the Black-5choles model
where appropriate.

The fair value of each award is recognised as an expense over
the vesting period on a straight-line basis, after allowing for an
estimate of the share awards that will eventually vest. The level
of vesting is reviewed at each reporting period and the charge is
adjusted toreflect actual and estimated levels of vesting.

Foreign currencies

The financial statements are presented in sterling, whichis the
Company's functional currehcy. ‘

The results of overseas subsidiaries are transiated at the weighted
average of monthly exchange rates for revenue and profits.

The statements of financial position of overseas subsidiaries are
translated at year-end exchange rates. The resulting exchange
differences are booked into reserves and reported in the
consolidated staterment of comprehensive incorne. On disposal,
of an overseas subsidiary the related cumulative translation
differences recognised in reserves are reclassified to profit or

loss and are recognised as part of the gain or loss on disposal.

Transactions denominated in foreign currencies are translated

at the exchange rate at the date of the transaction. Foreign
currency monetary assets and liabilities held at the end of the
reporting period are translated at the closing balance sheet

rate. The resulting exchange gain or loss is recognised within the
income statement, except when deferred in other comprehensive
incormne and accumulated in the cash flow hedge reserve as
quatifying cash flow hedges.

-
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VACCOUNTING POLICIES CONTINUED

Taxation

Taxexpense comprises current and deferred tax Taxis
recognised in the income staternent, except to the extent that
it relates to items recognised in other comprehensive income
or directly in equity, in which case the related taxis recognised
in other comprehensive income or directly in equity.

Provisionis made for uncertain tax positions when it is considered
probable that there will be a future outflow of funds to a tax
authority. The provision is calculated using the single best
estimate where that outcome is more likely thannot and a
weighted average probability in other circumnstances. The
position is reviewed on an ongoing basis, to ensure appropriate
provision is made for each known tax risk.

Deferred tax is accounted for using a temporary difference
approach, and is the tax expected to be payable or recoverable
ontemporary differences between the carrying amount of assets
and liabitities in the statement of financial position and the
corresponding tax bases used in the computation of taxable
profit. Deferred tax is calcutated based on the expected manner
of reatisation or settlement of the carrying amount of assets and
liabilities, applying tax rates and laws enacted or substantively
enacted at the end of the reporting period.

Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax liabitities are recognised
for taxable temporary differences arising oninvestmentsin
subsidiaries, associates and joint ventures, except where the
reversal of the temporary difference can be controtled by the
Croup and it is probable that the difference will not reverse in
the foreseeable future.

Deferred tax liabilities are not recognised on temporary
differences that arise from goodwill which is not deductibte
for tax purposes,

Deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which the
deductible temporary differences can be utilised. The carrying
amount of deferred tax assets is reviewed at the end of each
reporting period and reduced te the extent that it is no longer
probable that sufficient taxable profits will be available to
allow atl or part of the asset to be recovered.

Deferred tax assets and liabilities are not recognised in respect
of temporary differences that arise on initial recognition of assets
and liabilities acquired other than in a business combination.

Financial instruments

Financial assets and liabilities are recognised in the Group’s
statement of financial position when the Croup becomes a party
to the contractual provisions of the instrument. Financial assets
areinitially classified as at fair vatue through profit and loss, fair
value through other comprehensive income or amortised cost
depending on the Group's intention with regard to the collection
of contractual cash flows {or sale) and whether the financial
asset's cash flows relate solely to the payment of principat
andinterest,

A. Trade and other receivables Trade receivables are recorded
initially at transaction price and subsequently measured at
amortised cost. This results in their recognition at nominal
value less an allowance for any doubtful debts. The allowance
for doubtful debts is recognised based on management's
expectation of losses without regard to whether an impairment
trigger happened or not (an "expected credit loss® model).

B. Other financial assets Other financial assets consist of
investments in debt and equity securities and short-term
investments with a maturity date of over 90 days and are
classified as either fair value through other cormprehensive
income (FVOCI) or fair value through profit and loss (FVPL).
Financial assets held at FVOCI are initially measured at fair value,
including transaction costs directly attributable to the acquisition
of the financial asset. Financial assets held at FVPL are initially
recognised at fair value and transaction costs are expensed.

Where securities are designated as FVPL, gains and losses arising
from changes in fair value are included in the income statement
for the period.

For equity investments at FVOCI, gains or losses arising from
changes in fair value are recognised in other comprehensive
income until the security is disposed of, at which time the
cumulative gain or loss previously recognised in other
comprehensive income and accumulated in the FYOClreserve
is transferred to retained earnings.

For debt instruments at FVOCI, gains and losses arising from
changes in fair value are recognised in other comprehensive
income until the security is disposed of or is determined to be
impaired, at which tire the cumulative gain or loss previously
recognised in other comprehensive income and accumulated in
equity is reclassified to the income statement. lmpairments

in debt securities are recognised based on management's
expectation of losses in each investment (“expected credit

loss” modei).

C. Classification of financial liabilities and equity Financial
liabilities and equity instruments are classified according to

the substance of the contractual arrangements entered into.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of

its Liabilities.

D. Bank borrowings Interest-bearing bank loans and overdrafts
are initially recorded at fair value, which equals the proceeds
received, net of direct issue costs. They are subsequently held at
amortised cost. Finance charges, including premiums payable on
settitement or redemption and direct issue costs, are accounted
for using an effective interest rate method and are added to or
deducted from the carrying amount of the instrument to the
extent that-they are not settled in the period in which they arise.
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E. Loan notes Long-term loans are initially measured at fair value
net of direct issue costs and are subsequently held at amortised
cost. If the loan is designated in a fair value hedge relationship,
the carrying value of the loan is adjusted to the hedgedrisk.

F. Trade payables Trade payables are recorded initially at
fair value and subsequently measured at amortised cost.
Generally, this results in their recognition at their nominal value.

C. Equity instruments Equity instrumentsissued by the
Group are recorded at the consideration received, net of
directissue costs. :
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1 ACCOUNTING POLICIES CONTINUED

Derivative financial instruments and hedging activities

The Group primarily uses interest rate swaps, cross-currency
swaps and forward foreign currency contracts to manage its
exposures to fluctuations in interest rates and foreign exchange
rates. These instruments are initially recognised at fair value

on the trade date and are subsequently remeasured at their

fair value at the end of the reporting period. The method of
recognising the resulting gain or loss is dependent on whether
the derivative is designated as a hedging instrument and the
nature of the item being hedged.

The Group designates certain hedging derivatives as either:

= A hedge of a highly probabte forecast transaction or
change in the cash flows of a recognised asset or liability
(a cash flow hedge).

- Ahedge of the exposure to change in the fair value
of a recognised asset or liability (a fair value hedge).

At the inception of a hedging relationship, the hedging
instrument and the hedged item are docurnented, along with
the risk managermnent objectives and strategy for undertaking
various hedge transactions, and prospective effectiveness
testing is performed. During the life of the hedging relationship,
prospective effectiveness testing is performed to ensure that
the instrument remains an effective hedge of the transaction.
Changesin the fair value of derivative financial instruments
that do not qualify for hedge accounting are recognised inthe
incomne statement as they arise.

In September 2019, the IASB issued Interest Rate Benchmark
Reform — Amendments to IFRS 9,1A5 39 and IFRS 7. These
amendments modify specific hedge accounting requirements
to allow hedge accounting to continue for affected hedges
during the period of uncertainty before the hedged items or
hedging instruments affected by the current interest rate
benchmarks are amended as a result of the ongoing interest
rate benchmark reformns.

The application of the amendrnents impacts the Croup's
accounting in relation to a sterling denominated fixed rate
debt, which it fair value hedge accounts using sterling fixed
to GBP LIBOR interest rate swaps. The amendments permit
continuation of hedge accounting even if in the future the
hedged benchmark interest rate, GBP LIBOR, may no longer
be separately identifiable. However, this relief does not extend
to the requirement that the designated interest rate risk
component must continue to be reliably measurable. If the
risk component is no tonger reliably measurable, the bedging
relationship is discontinued.

The Croup has chosen to early apply the amendments to

IFRS 9 for the reporting period ended 28 March 2020, which are
mandatory for annual reporting periods beginning onor after

1 January 2020. Adopting these amendments allows the Croup
to continue hedge accounting during the period of uncertainty
arising from interest rate benchmark reforms.

A, Cash flow hedges Changes in the fair value of derivative
financial instruments that are designated and effective as hedges
of future cash flows are recognised in other comprehensive
income. The element of the change in fair value which relates to
the currency spread is recognised in the cost of hedging reserve,
with the remaining change in fair value recognised in the hedging
reserve and any ineffective portion is recognised immediately in
the income statement in finance costs. If the firm commitment

or forecast transaction that is the subject of a cash flow hedge
results in the recognition of a non-financial asset or liability,

then, at the time the asset or liability is recognised, the associated
gains or losses on the derivative that had previously been
recognised in other comprehensive income and accumulated in

122 Marksand SpencerCroupple

the cash flow hedge reserve are removed directly from equity
and included in the initial measurement of the asset or Liability.

For hedges that do not result in the recognition of an asset

or a liability, amounts deferred in the cash flow hedge reserve
are recognised in the income statement in the same period in
which the hedged items affect net profit or loss.

B. Fair value hedges Changes in the fair value of a

derivative instrument designated in a fair value hedge or,

for non-derivatives, the foreign currency component of carrying
value are recognised in the income statement. The hedged item
is adjusted for changes in fair value attributable to the risk being
hedged with the corresponding entry in the income staternent.

Changes in the fair value of derivative financial instruments that
do not gualify for hedge accounting are recognised in the income
statement as they arise.

C. Discontinuance of hedge accounting Hedge accounting is
discontinued when the hedging instrument expires, is sold,
terminated or exercised, the hedge relationship no longer
qualifies for hedge accounting or the forecast transaction

is no longer expected to occur, The Croup cannot voluntarily
de-designate a hedging relationship.

When a cash flow hedge is discontinued, any cumulative gain

or loss on the hedging instrument accumultated in the cash flow
hedge reserve is retained in equity until the forecast transaction
occurs. Subsequent changes in the fair value are recognised in
the income statement. If 2 hedged transaction is no longer
expected to occur, the net cumulative gain or loss accurmulated
inthe cash flow hedge reserve is transferred to the income
statement for the period.

When a fair value hedge is discontinued, the fair value adjustment
to the carrying amount of the hedged item arising from the
hedged risk is amortised to the income statement based on

the recalculated effective interest rate at that date.

The Group does not use derivatives to hedge income statement
translation exposures.

Reserves

The following describes the nature and purpose of each reserve
within equity:

A, Share premium account Proceeds received in excess to the
nominal value of shares issued, net of any transaction costs.

B. Capital redemption reserve Amounts transferred from share
capital on redemption or repurchase of issued shares.

C. Hedging reserve Cumulative gains and losses on hedging
instruments deemed effective in cash flow hedges.

D. Cost of hedging Cumulative gains and losses on the portion
excluded from the designated hedging instrument that relates
to changes in the foreign currency basis.

E. Other reserve Originally created as part of the capitat
restructuring that took place in 2002, It represents the difference
between the nominat value of the shares issued prior to the
capital reduction by the Company (being the carrying value of
the investment in Marks and Spencer plc) and the share capitat,
share premium and capital redemption reserve of Marks and
Spencer plc at the date of the transaction.

F.Foreign exchange reserve Gains and losses arising on
retranslating the net assets of overseas operations into sterling.

G. Retained earnings All other net gains and losses
and transactions with owners (e.g. dividends) not
recognised elsewhere.
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1ACCOUNTING POLICIES CONTINUED

Critical accounting judgements and key sources of
estimation uncertainty

The preparation of consolidated financial statements requires
the Group to make estimates and judgements that affect the
application of policies and reported amounts.

Critical judgements represent key decisions made by
management in the application of the Group accounting

policies. Where a significant risk of materially different outcomes
exists due to management assumptions or sources of estimation
uncertainty, this will represent a key source of estimation
uncertainty. Estimates and judgements are continually evatuated
and are based on historical experience and other factors,
including expectations of future events that are believed to

be reasonable under the circumstances. Actual results may
differ from these estimates.

The estimates which have a significant risk of causing a material
adjustment to the carrying amount of assets and liabilities within
the next 12 months are discussed below.

Critical accounting judgements

Adjusting items

The directors believe that the adjusted profit and earnings

per share measures provide additional useful information

to shareholders on the performance of the business, These
measures are consistent with how business performanceis
measured internally by the Board and Operating Committee.
The profit before tax and adjusting items measure is not a
recegnised profit measure under IFRS and may not be directly
comparable with adjusted profit measures used by other
companies. The classification of adjusting items requires
significant management judgement after considering the
nature and intentions of a transaction. The Group's definitions
of adjusting items are outlined within both the Group accounting
policies and the Clossary. These definitions have been applied
consistently year on year, with additional items due to the
investment in Ocado Retail Limited and certain directly
attributable gains and expenses resulting from the

Covid-19 pandemic.

Note S provides further details on current year adjusting items
and their adherence to Group policy.
UK defined benefit pension surplus

Where a surplus on a defined benefit scheme arises, the rights
of the Trustees to prevent the Group obtaining a refund of that
surplus in the future are considered in determining whether itis

necessary to restrict the armount of the surplus that is recognised.

The UK defined benefit scherne is in surplus at 28 March 2020.
The directors have made the judgement that these amounts
meet the requirements of recoverability on the basis that
paragraph 11(b) of IFRIC 14 applies, enabling a refund of surplus
assuming the gradual settlement of the scheme liabilities over
time until all members have left the scheme, and a surplus of
£1,915.0m has been recognised.

Assessment of control

The directors have assessed that the Group has significant
influence over Ocado Retail Limited and has therefore accounted
for the investment as an associate (see note 30). This assessment
is based on the current rights held by the respective shareholders
and requires judgement in assessing these rights. These rights
include determinative rights currentty held by Ocado Group Plc,
after agreed dispute-resolution procedures, in retation to the
approvat of the Ocado Retail Limited business plan and budget
and the appointment and removal of Ocado Retail Limited's
Chief Executive Officer. Any future change to these nights
requires a reassessment of control and could result in a change

in the status of the investment from associate to joint venture,
subsidiary or investment.

Determining the lease term

The Group determines the lease term as the non-cancellable
term of the lease, together with any periods covered by an option
to extend the lease if it is reasonably certain to be exercised,

or any periods covered by an option {o terminate the lease,

if it is reasonably certain not to be exercised.

The Group has several lease contracts for Land and buitdings that
include extension and termination options. The Group applies
judgement in evaluating whether it is reasonably certain whether
or not to exercise the option to renew or terminate the lease.
That is, it considers all relevant factors that create an economic
incentive for it to exercise either the renewal or termination,
including: whether there are significant penalties to terminate

(or not extend), whether any leasehold improvernents are
expected to have a significant remaining value; historical lease
durations; the importance of the underlying asset to the Group’s
operations; and the costs and business disruption required to
replace the leased asset.

Most renewal periods and periods covered by termination
options are included as part of the lease term for leases of land
and buikdings. The Group typically exercises its option to renew
{or does not exercise its option to terminate) for these leases
because there will be a significant negative effect on trading

if a replacerent property is not readily available.

The lease term is reassessed if a significant event or a significant
change in circumstances occurs which affects the assessment
of reasonable certainty - for example, if a store is identified to
be closed as part of the UK store estate strategic programme.
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Determining the incremental borrowing rate used to
measure lease liabilities

The Group is required to determine its incremental borrowing
rate (IBR) to measure lease liabilities. Judgement is applied

in determining the components of the IBR used for each
lease including risk-free rates, the Croup’s credit risk and

any lease-specific adjustrments.

IBRs are determined bi-annually and depend on the term,
country and start date of the lease. The IBR is determined
based on a series of inputs including: the risk-free rate based
on government bond rates; a country-specific risk adjustment;
and a credit risk adjustment based on the average credit spread
of entities with similar ratings to the Group.
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1 ACCOUNTING POLICIES CONTINVED

Determining whether forecast purchases are highly probable

The Group is exposed to foreign currency risk, most significantly
to the US dotlar as a result of sourcing Clothing & Home
products from Asia which are paid predominantly in US dollars.
The Group hedges these exposures using forward foreign
exchange contracts and hedge accounting is applied when the
requirements of IFRS 9 are met, which include that a forecast
transaction must be “highly probable”.

The Group has applied judgement in assessing whether the
forecast purchases remain “highly probable”, particularly in light
of the decline in expected sales resulting from the Covid-19
pandemic and the related store closures.

At the reporting date, a £2.9m gain has been recognised inthe
income statement as a result of US$76.6m notional forecast
purchases no longer expected to occur in relation to the Clothing
& Home Autumn and Winter season requirement. In making this
assesament, the Group has considered the most recent budgets
and plans, including the Covid-19 scenario. The Group's policy

is a "layered™ hedging strategy where only a small fraction

of the forecast purchase requirerments are initially hedged,
approximately 15 months prior to a season, with incremental
hedges layered on over time, as the buying period for that season
approaches and therefore as certainty increases over the
forecast purchases. As a result of this progressive strategy,
reducing the suppty pipeline of Clothing & Home inventory,

as described in the basis of preparation, does not immediately
lead to over-hedging and the disgualification of “highly probable”.
If the forecast transactions were no longer expected to occur,
any accumulated gain or loss on the hedging instruments

would be immediatety reclassified to profit or loss.

Kay sources of estimation uncertainty

UK store estate programme

The Group is undertaking a significant strategic programrmne

to review its UK store estate resulting in a net charge of £29.3m
(last year: £216 5m (restated)} in the year. A significant levet of
estimation has been used to determine the charges to be
recognised in the year. The most significant judgement that
impacts the charge is that the stores identified as part of the
programme are more likely than not to close. Further significant
closure costs and impairment charges may be recorded infuture
years depending on decisions made about further store closures
and the successful delivery of the transformation programme.

Where a store closure has been announced there is a reduced
{evel of estimation uncertainty as the programme actions are
to be taken over a shorter and more immediate timeframe.
Further significant estimation uncertainty arises in respect of
determining the recoverable amount of assets and the costs to
be incurred as part of the programme. Significant assumptions
have been made including:

-~ Reassessment of the useful lives of store fixed assets and
closure dates.

- Estimation in respect of the expected shaortec-term trading
value in use, including assumptions with regard to the period
of trading as well as changes to future sales, gross margin and
operating costs. ln light of the ongcing Covid-19 pandemic,
the Croup's cash flow projections over the three-year strategic
plan period have been revised and include a Covid-19 overlay
in year 1 (see the basis of preparaticn section and the glossary
for details on this Covid-19 scenarig).

- Estirmation of the sale proceeds for freehold stores which
is dependent upon location-specific factors, tirning of
likely exit and future changes to the UK retail property
market valuations.
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- Estimation of the value of dilapidation payments required
for Lleasehold store exits, which is dependent on a number
of factors including the extent of modifications of the store,
the terms of the lease agreement, and the condition of
the property.

The assumptions most likely to have a material impact are

closure dates and changes to future sales. See notes 5 and 15

for further detail.

Useful lives and residuat values of property, plant and
equipment and intangibles

Depreciation and amortisation are provided to write down the
cost of property, plant and equipment and certain intangibles to
their estimated residual values over their estitnated useful lives,
as set out above. The selection of the residual values and useful
lives gives rise to estimation uncertainty, especially in the context
of changing economic and market factors, the channel shift

from stores to online, increasing technological advancement

and the Group’s ongoing strategic transformation programmes.
The useful lives of property, plant and equipment and intangibles
are reviewed by management annually. See notes 14 and 15 for
further details. Refer to the UK store estate programme section
above for specific sources of estimation uncertainty inrelation

to the useful lives of property, plant and equipment for stores
identified as part of the UK store estate programme. Due to the
nature of the Croup’s property, ptant and eguipment, itis not
practicable to provide a meaningful sensitivity anatysis.

impairment of property, plant and equipment and intangibles
Property, plant and equipment and cornputer software
intangibles are reviewed for impairment if events or changesin
circumstances indicate that the carrying amount may not be

impairment on an annual basis. When a review for impairment is
conducted, the recoverable amount is determined based on the
higher of value in use and fair value less costs to sell. The value
inuse method requires the Group to determine appropriate
assumptions (which are sources of estimation uncertainty}in
relation to the cash flow projections over the three-year strategic
plan pericd, the long-term growth rate to be applied beyond

this three-year period and the risk-adjusted pre-tax discount
rate used to discount the assumed cash flows to present value.

in light of the ongoing Covid-19 pandemic, the Group's cash flow
projections over the three-year strategic plan pericd have been
revised and include a Covid-19 overlay in year 1{the Covid-19
scenario), focusing on the external impact of secial-distancing
measures, and the internally controllable mitigating actions the
Group is taking to protect the business. i

The assumption that cash flows continue into perpetuity

{with the exception of stores identified as part of the UK store
estate programme) is a source of significant estimation certainty.
A future change to the assumption of trading into perpetuity for
any Cash-Generating Unit {CCU) would result in a reassessment
of useful econornic lives and residual value and could give rise to
a significantimpairment of property, plant and equipment and
intangibles, particularly where the store carrying value exceeds
fair value less cost to seil. See notes 14 and 15 for further details
on the Group's assumptions and associated sensitivities.
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1 ACCOUNTING POLICIES CONTINUED

Inventory provisioning

The Group sells Clothing & Home merchandise that are subject to changing consumer dermands and seasonal trends. As a direct
result of the restrictions on “non-essential’ trade imposed in response to the Covid-19 pandernic, our ability to selt through existing
Clothing & Home stock has been significantly impacted. Accordingly, the Croup has had to review its inventory levels in light of future
expectations of sell-through, impacting the recoverability of the cost of inventories and the level of provisioning required. When
calculating inventory provisions, management has considered the nature and condition of inventory, as well as applying assumptions
around when trade restrictions might be eased leading to resumption of sales. See note 5 for further details on the assumptions and
associated sensitivities.

Post-retirement benefits

The determination of pension net interest income and the defined benefit obligation of the Group's defined benefit pension schemes
depends on the selection of certain assumptions which include the discount rate, inflation rate and mortality rates. Differences arising
from actual experiences or future changes in assumptions will be reflected in subsequent periods. A minority of the assets of the
scheme are relatively itliquid and in the past historical pricing has been used to value these asset classes at year end (typically pricing
from the most recent 31 December). Covid-19 has led to significant market falls for some asset classes. Asset values have been
reduced using movements in a market index for listed private equity as a proxy for actual performance of private equity assets and
information from managers for adjustments to secure income assets. Management has considered reasonably possible changes in
these key sources of estimation uncertainty. A further change of 10% in private equity values would change asset values by £14.0m and
a 0.5% change in secure income assets would change asset values by £3.0m. See note 11 for further details on the impact of changes in
the key assumptions and estimates.

Fair value of consideration and contingent consideration

As part of the investment in Ocado Retail Limited (see note 30), contingent consideration with an estimated fair value of £202.4m
has been recognised in the period. The maximum potential undiscounted amount of all future payments that the Group could be
required to make under the contingent consideration arrangement is £187.5m plusinterest of 4%.

The arrangement has a number of elements which only become payable on the achievement of specific performance targets.
The most significant of these is Ocado Retail Limited achieving a specified target level of earnings in the financial year ending
November 2023. If targets are not achieved, no contingent consideration will be payabie.

2 SECMENTAL INFORMATION

IFRS 8 Operating Segments requires operating segments to be identified on the basis of internal reporting on compenents of
the Group that are regularly reviewed by the chief operating decision-maker to allocate resources to the segrments and to assess
their performance.

The chief operating decision-maker has been identified as the Operating Committee. The Operating Committee reviews the
Croup's internal reporting in order to assess performance and allocate resources across each operating segment.

During the year, the Group has cormpleted a comprehensive review of the way in which costs are allocated between our businesses.
As aresult, a detailed and more accurate cost allocation methodology now exists which atlows the Operating Committee to review
performance by business down to Operating profit, with financial and management information presented in the way that best:
reflects how we manage the business; allows management to take fully informed decisions; and therefore holds management
appropriately to account. As a result, during 2019/20, the compaosition of the Group's operating segrments has changed. The Group
now recognises three operating segments, being UK Clothing & Home, UK Food, and International (previously UK and Internationat),
with reporting on all three segments down to Operating profit before adjusting items. These new reportable segments reflect

key pillars of our transformation programme and the enhanced focus on managing each of the three core business areas.
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The Group’'s reportable operating segments have therefore been identified as follows:

- UK Clothing & Home - comprises the retailing of womenswear, menswear, lingerie, kidswear and home products through
UK retail stores and online.

- UK Food -includes the results of the UK retail food business and UK Food franchise operations, with the Following five main
categories: protein deli and dairy; produce; ambient and in-store bakery, meals, dessert and frozen; and hospitality and
‘Food on the Move’.

- International - consists of Marks and Spencer-owned businesses in Europe and Asia and the international franchise operations.

Other business activities and operating segments, including M&S Bank, M&S Energy and the Group’s share of profits or losses from the
investment in Ocado Retail Limited, are combined and presented in "All other segments”. M&S Bank and M&S Energy were previously
reported within the old UK segment but are now presented within “"All other segments” as the business activities are fundamentally
different to the three core reportable segments. Finance income and costs are not allocated to segments as each is managedon a
centralised basis.

As the Group's reportable segments have been changed, the comparative information for 2019 has been restated.

The Operating Committee assesses the performance of the operating segrments based on a measure of operating profit before
adjusting itemns, This measurement basis exctudes the effects of adjusting items from the operating segments.
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2SECMENTAL INFORMATION CONTINUED

The following is an analysis of the Group's revenue and results by reportable segment:

52 weeks anded 28 March 2020 52 weeks ended 30 March 2019 (Restated?)
UK Clothing All other UK Clothing & All ather
& Home UKFood Internstional Croup Home UK Food International®  segments Group
£m £m £m m £m £m £m Em Em £m
Revenue 3,2091 6,028.2 944.6 -~ 10,1819 34998 59034 9741 - 10,3773
Operating profit
before adjusting
items* 223.9 236.7 ne.7 19.4 590.7 355.2 2129 1305 27.0 7256
Finance incorme 44.0 34.8
Finance costs (231.6) (2487}
Profit before tax
and adjusting items 223.9 236.7 110.7 19.4 403.1 355.2 2129 1305 27.0 SNy
Adjusting items (335.9) (427.5)
Profit before tax 2239 236.7 10.7 194 67.2 355.2 2129 130.5 270 84.2

1. Prior year comparatives have alsobeen restated for the adoptnon of IFRS IG Leases (seenote 29).

2. The reporting of results from certain ir MAS, transferred from UK Clothing & Home{previously UK)to International to alignreporting with the
day-to-day management of these aperations. resulting in revenuaof £37.5mand operating praofit of £2.9m baing transferred.

3. International operating profit was previously reported as £127.0m and has been restated to £130.5m due to the adeption of FRS 16 (increased by £13.2m). a reatiocation of central
costs between the Group'sreportable segments (decreased by £12.6m) and theimpactof footnote 2{increased by £2.9m).

4. Operating profit before adjt ] is stated asg profit 'g COStS prior to adjusting items. At reportable segment level costs are allocated where directly
attributable ar based onan appropriate cost driver for the cost

Other segmental information

52 weaks ended 28 March 2020 52 weeks ended 30 March 2019 {Restated")
UK Clothing All ather UK Ctothing & All other
& Homa UK Food i et Group Home UK Food International segments Croup
£m £m Em £m (1] tm £m tm £m £m
Additions to
property, plant &
equipment and
intangible assets
(excluding goodwill
and right-of-use
assets) 166.5 170.7 15.7 - 352.3 140.6 142.5 139 - 297.0
Depreciationand
amortisation? (350.6) (283.4) {34.6) - {668.6) (430.4) (323.8) (35.5) - (789.7)
Impairment and
asset write-offs? {69.9) {45.3) {10.3) - {125.5) (104.3) (139.8) (0.5) - (244.6)

1. Prior year comparatives have also been restated for the adoption of IFRS 16 Leases (see note 29).
2. Thesecostsare allocated where directly attributable or based on an appropriate cost driver for the cost.

Segment assets and Liabilities, including investments in associates and joint ventures, are not disclosed because they are not reported
to or reviewed by the Operating Committee.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

I EXPENSE ANALYSIS
2019
2010 {Restated)
Total Total
£m im
Revenue 10,181.9 10,377.3
Cost of sales before adjusting items {6,589.5} (6,558.2)
Gross profit before adjusting items i 3,592.4 3,819
Selling and administrative expenses before adjusting items (3,036.4) (3,134.9)
Other operating income before adjusting items 323 4.4
Share of results of Ocado Retail Limited before adjusting items - 26 -
Operating profit before adjusting items $90.7 725.6
Adjusting operating expense items (see note 5§ (335.9) (427.5)
Operating profit 254.8 2981
The selling and administrative expenses are further analysed below:
2019
2020 {Rastated)
Total Total
&m Em
Employee costs' 1,4N.2 14500
Qccupancy costs 3177 3874
Repairs, renewals and maintenance of property 81.0 876
Depreciation, amortisation and asset impairments and write-offs before adjusting items 632.5 7026
Qther costs 534.0 507.3
Selling and administrative expenses before adjusting items 3,0364 3,349

. Thereare an additional £53.)m{last year: £61.0m)employee costs recorded within cost of sales Thesecosts are included within the eggregate remuneration disclosures in note 10A.
. The£335.9m (lastyear: £427.5m)adjustingitems charges for the year are further anatysed irest the of cost of sales {(E157.0m; last year: Enil), selling and administrative
expense (£188.8m; last year: E407 ¥m). ather operating incormne(E26.7rm; last year-cost £19. Sm)and share of results of Ocado Retail Limited (£15.8Bmm; Last year: Enil)resulting in totat
<ost of sales of £6,746. 5m(last year: £6,558.2m), selling and administrative expenses of £3,225.2m (tast year: £3,542.6m), total cther operating income of £58.Bm (tast year: E21.6rm)

andtotal share of results of Ocado Retail Limited of aloss of £14. 2m (last year: £nil). Adjusting items categorised ax selling and administrative expenses are further anzlysed as
employee costs £23.1m (last year: E64.9m); occupancy release £25 2m (last year: cost £2.7m (restated)); depreciation, amortisation and asset impairments and write-offs £139.9m
{tast year: £308 9m{restated)) and other costs £51.0m {lastyear: £31.2m}.

™

4 PROFIT BEFORE TAXATION £

The following items have beenincluded in arriving at profit before taxation: §

2019 5

2020 {Restated) ]

£m m E

Net foreign exchange gains {2.1) (2.9) 2

Cost of inventories recognised as an expense 5,762.3 5,765.4 2

Write-down of inventories recognised as an expense 389.0 2141 -

Depreciation of property, plant and equipment

=owned assets 329.2 4416
~right-of-use assets 174.6 163.7
Amortisation of intangible assets 164.8 184.4
impairments and write-offs of intangible assets and property, plant and equipment 91.3 1514
Impairments of right-of-use assets 34.2 93.2

Included in administrative expenses is the auditor's remuneration, including expenses for audit and non-audit services, payable to the
Company’s auditor Deloitte LLP and its associates as follows:
2020 2019

&m Em
Annual audit of the Company and the consolidated financial statements 14 13
Audit of subsidiary companies 0.6 0.6
Total audit fees - 2.0 19
Audit-related assurance services 0.2 0.2
Transaction-related services 05 0.2
Total non-audit services fees 0.7 0.4
Total audit and non-audit services 2.7 23

Transaction-related services provided by the auditor retate to the investment in Ocado Retail Limited (see note 30),
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTINC ITEMS

The total adjusting items reported for the 52-week period ended 28 March 2020 is a net charge of £335.9m (last year: £427.5m
{restated}). The adjustments made to reported profit before tax to arrive at adjusted profit are:

2018
2020 (Restated)
Notes £m £m
Strategic programmes - UK store estate’ 15,22 29.3 216.5
Strategic prograrmmes - Organisation 15,22 13.8 49
Strategic programmes - Operaticnal transformation 1.6 16.4
Strategic programmes — UK logistics 15,22 10.2 14.3
Strategic programmes - Changes tc pay and pensions 22 2.9 6.2
Strategic programmes — International store closures and impairments 22 22 53
Strategic programmes — T restructure 22 0.4 15.6
Directly attributable (gains)/expenses resulting from the Covid-19 pandemic' 163.6 -
Store impairments and other property charges' 15,22 78.5 103.5
Coodwillimpairment - per una' 14 13.4 -
M&S Bank charges incurred in relation to insurance mis-selling and
Covid-19 forward economic guidance provision 12.6 20.9
Amgcrtisation and fair value adjustrments arising as part of the investment
in Ocado Retail Limited 16.8 =
Establishing the investment in Ocado Retail Limited 1.2 34
Remeasurement of contingent consideration including discount unwind 2.9 -
Other {23.5) -
GCMP and other pension equalisation nz2 - 20.5
Adjustments to profit before tax? 3135.9 4275
1. Cains/expenses dwectly lttnbutable to the Covid-19 pandemic inthe current yearare presented below, this includes the resulting |ncremental impairment charge disclosed
withinthe qic prog tothe LK st tate, UK st WD . International storeimpairment s and theimp. o of per il
UK store estate impairments. M6
Storeimpairments 24.2
Coodwill impairment —per una 134
Cireciy sttributsble (gains)fexpenses resulting from the Covid-19 pandemic 1636
Total Covid-19 charges 212.8

~N

. All adjusting items are included within operating profit with the axception of £2.9m (Last year: Enil) relating to the remeas, it of contingent S onincluding

discount ynwind which is included within inlance costs and a gain of £2.9m{last year: £nil) relating to forecast purchases ne longer expected to accur, withindirectly attributable
{gains)/expenses resulting from the Covid-19 pandemic, whichis included within finance income.

Strategic programmes — UK store estate (£29.3m)

In November 2016, the Croup announced a strategic programme to transform the UK store estate. During 2017/18, the Group
announced its intention to accelerate this programme in line with the strategic aim of significantly growing the online share of sales,
as well as better than expected levels of sales transfer achieved from recent store closures. This acceleration of the UK store estate
programme resulted in an acceleration of the timing of recognition of the associated costs, primarily driven by a shortening of the
useful economic life, for impairment testing purposes, of those stores identified as part of the transformation plans.

The Group has recognised a charge of £29.3m (of which, £11.6m represents the directly attributable incremental impairment due

to Covid-19 (see below for further details)) in the period in relation to those stores identified as part of its transformation plans to
make the store estate fit for the future. The charge primarily reflects an updated view of latest store exit routes and assumptions
underlying estimated store closure costs, as well as revised cash flows to reflect the impact of Covid-19. The charge primarily relates
toimpairment of buildings and fixtures and fittings and depreciation as a result of shortening the useful economic life of stores
based on the latest approved exit routes. Refer to notes 15 and 22 for further detail on these charges.

Further material charges relating to the closure and re-configuration of the UK store estate are anticipated as the programme
progresses, the quantum of which is subject to change throughout the programme period as decisions are taken in relation tothe
size of the store estate and the specific stores affected. Following restatement for IFRS 16 and the updated view of store closure
costs, future charges of up to €.£110m are estimated within the next two financial years, giving post-{FRS 16 total prograrmme
charges of up to £680m in line with previous disclosures.
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5 ADJUSTING ITEMS CONTINUED

Strategic programnmes - Organisation (£13.8m)

During 2016/17, the Group announced a wide-ranging strategic review across a number of areas of the business which included

UK organisation and the programme to centralise our London Head Office functions into one building. As part of the wide-ranging
strategic review, a further announcement was made in 2017/18 tc reduce Group operating costs by £350m by the end of 2021.

Prior to the onset of the Covid-19 pandemic, the Group had been on track to deliver the operating cost savings.

As part of our commitrnent to the transformation strategy and detivering the cost reduction programme, further reviews of our
organisational structure have been performed in order to streamline structures and improve operational efficiency. This has resulted
in a reduction of roles and a charge of £10.8m recognised in the period for redundancy costs associated with these changes.

In addition, a further £3.0m of costs have been recognised in the period, reflecting an updated view of costs associated with
centralising the Croup’s London Head Office functions.

As the Group executes the three phases of the transformation strategy further material organisation costs are likely to occur in
order to meet the transforrnation objective. These costs are considered to be adjusting iterms as the costs are part of the strategic
programme, significant in quantum with £73.4m of costs (after restatement for IFRS 16) incurred to date, and are consistent with
the disclosure of other similar charges in prior years.

Strategic programmes - Operational transformation (E11.6m)

The Group is undertaking a number of key transformation initiatives with the aim of re-engineering end-to-end supply chain,
removing costs, complexity and working capital. Part of this transformation has included a fundamental review of the Group's

UK Clothing & Home and UK Food end-to-end processes. A charge of £11.6m has been recognised primarily For consultancy costs
for the transformation and simptification of our supply chain and operations across UK Clothing & Home and UK Food.

These costs are considered to be adjusting items as they relate to a strategic programme and the total costs are significant in quantum
(£28.0m to date), and as a result not considered to be normal operating costs of the business. Further operational transformation
initiatives are planned for 2020/21 which will result in additional related charges within adjusting items,

Strategic programmes - IT restructure (£0.4m}

In 201718, as part of the five-year transformation strategy, the Croup announced a technology transformation programime to
create a more agile, faster and commercial technolegy function. A charge of £0.4m has been recognised in the period relating
primarily to transition costs associated with the implementation of a new technology operating model. 2019/20 is the final year
of the IT restructure programme.

These costs are considered to be an adjusting item as they relate to a significant strategic initiative of the Group which over the
prior two years has been significant in value and nature to the results of the Group (2018/19: £15.6m and 2017/18: £15.5m).

Strategic programmes ~ UK logistics (£10.2m)

In 2017/18, as part of the previously announced long-term strategic programme to transition to a single-tier UK distribution network,
the Croup anncunced the opening of a new Clothing & Home distribution centre in Welham Green in 2019. As a direct result, the Group
announced the closure of two existing distribution centres. A net charge of £10.2m has been recognised in the period for redundancy,
accelerated depreciation and project costs.

In February 2020, the Group announced the next phase of the single tier programme with the closure of two further sites expected
across 2020/21 and 2021/22. Further charges are expected in 2020/21 of ¢.£13m resulting in a total programme cost of ¢ £52m.

The Croup considers these costs to be adjusting items as they are significant in quantum and relate to a significant strategic initiative
of the Group. Treatment of the costs as being adjusting items is consistent with the treatment of charges in previous periods in relation
to the creation of a single-tier logistics network.

Strategic programmes - Changes to pay and pensions (£2.9m)

In May 2016, the Group announced proposals for a fairer, simpler and more consistent approach to pay and premia as well as proposals
to close the UK DB pension scherme to future accrual, effective from 1 April 2017, As part of these proposals, the Group committed to
making transition payments toimpacted employees in relation to the closure of the UK DB scherme, expected to be c £25min total
over the three years commencing 2017/18. 2019/20 represents the final year of these payments, with a charge in the period in relation
to these transition payments to employees of £2.9m, taking the total programme cost to £178m.

As previously disclosed, the CGroup considers the costs directly associated with the closure of the UK DB scheme to be an adjusting
item on the basis that they relate to a significant cost, impacting the Group results, Treatment of the transition payments made in
the period within adjusting items is consistent with disclosure of the same costs in 2018/19, 2017/18 and the original disclosure of the
UK DB scheme ctosure costs in 2016/17,

Strategic programmaes - international store closures and impairments (£2.2m)

In 2016/17, the Group announced its intention to close its owned stores in 10 international markets. A net charge of £2.2m has been
recognised in the year, reflecting an updated view of the estimated final closure costs for certain markets and those costs which can
only be recognised as incurred, taking the programme cost to date to £145m.
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The net charge is considered to be an adjusting item as it is part of a strategic programme which over the three years of charges
has been significant in both quantum and nature to the results of the Group. No further significant charges are expected.
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S ADJUSTING ITEMS CONTINUED

Store impairments and other property charges {£78.5m)

The Group has recognised a number of chargesin the period associated with reductions to the carrying value of items of property;,
plant and equipment.

Inresponse to the ongoing pressures impacting the retail industry, as well as reflecting the Group’s strategic focus towards growing
online market share, and in light of the ongoing Covid-19 pandemic, the Croup has revised future cash flow projections for UK and
international stores (excluding those stores which have been captured as part of the UK store estate programme). As a result, UK store
impairment testing has identified stores where the current and anticipated future performance does not support the carrying value
of the stores. A charge of £78.5m (of which, £24.2m represents the directly attributable incremental impairment due to Covid-19

(see below for further details)) has been incurred primarily in respect of the impairment of assets associated with these stores.

Refer to note 15 for further details on the impairments.

The charges have been classified as an adjdsting itemn on the basis of the significant quantum of the charge in the period to the
results of the Group.

MB&S Bank charges incurred in relation to insurance mis-selling and Covid-19 forward economic guidance provision (£12.6m)

The Group has an economic interest in Marks and Spencer Financial Services plc, a wholly owned subsidiary of HSBC UK Bank ple,
trading as M&S Bank, by way of a Relationship Agreement that entitles the Group to a 50% share of the profits of M&S Bank after
appropriate deductions. The Group does not share in any losses of M&S Bank and is not obliged to refund any profit share received
from HSBC, although future income may be impacted by significant one-off deductions.

Since the year ended 31 December 2010, M&S Bank has recegnised in its audited financial statements an estimated liability for redress
to customers inrespect of possible mis-selling of financial products. The Group’s profit share income from M35 Bank has been
reduced by the deduction of the estimated liability in both the current and prior years. In addition, further charges have been
recognised by M&S Bank in relation to forward economic guidance provisions recognised as a result of Covid-19.In line with the
accounting treatment under the Relationship Agreement, there is a cap on the amount of charges that can be offset against the
profit share in any one year, whereby excess liabilities carried forward are deducted from the Croup's future profit share from

M&S Bank. The deduction in the period is £12.6m.

The Group considers this cost to be an adjusting item, despite its recurring nature, as the charges are significant in nature and value
ineach period to the results of the Croup. While the August 2019 deadline to raise potential mis-selling claims has now passed,
costs relating to the estimated liability for redress are expected to continue into 2020/21 and beyond as the Group's share of the
total charge since September 2013 of £327.6m exceeds the total offset against profit share of £242.7m to date. The Croup therefore
expects future adjusting items charges of ¢.£100m - predominantly related to PPl mis-selling claim liabilities - which will be offset
against the share of M&S Bank profits in future vears.

Establishing the investment in Ocado Retail Limited (£1.2m)

In the prior year, the Group recognised a charge of £3.4m in adjusting items relating to due diligence for the Ocado Retail transaction.
As part of the preparation for the launchin September 2020, the Group has incurred £1.2m of one-off charges that will not be part of
the day-to-day operational costs of our business with Ocado Retail.

An estimated further £Ym~2m of “getting ready” costs are expected in H1 2020/21 prior to launch in September 2020. These "getting
ready” costs, combined with the costs recognised in 2018/19 relating to setting up the investment in Ocado Retail, bring the total
expected one-off charges relating to Ocado Retail up te in the range of £6m-7m.

These costs are adjusting items as they relate to a major transaction and but for the transaction the business would not have
incurred these costs and as a result prior to the Ocado "go-live” in September 2020 are not considered to be normal operating
costs of the business. :

Amortisation of intangible assets and fair value adjustments on property, plant and equipment arising as part of the investment in
Ocado Retail Limited (£11.7m) and related deferred tax adjustments (£5.)m)

The identifiable net assets of Ocado Retail Limited that were acquired included intangible assets {(a brand and customer relationships)
with a fair value of £366.0m, which is recognised as part of the cost of the investment in associate. In addition, fair value adjustments of
£2.3m were made to property, plant and equipment on acquisition. A related deferred tax liability of £63.3m has also been recognised
on acquisition as part of the cost of the investment in associate. The amortisation of these intangible assets and fair value adjustments
and changes in the related deferred tax liability are included within the Croup's share of the profit or loss of the associate and are
considered to be adjusting items as they are based on judgements about their value and economic life and are not related to the
Croup’s underlying trading performance. Identifying these items as adjusting allows greater comparability of underlying
performance. These adjusting items will be recognised over their useful economic lives of 10-40 years.

Remeasurement of contingent consideration including discount unwind (£2.9m)

Contingent consideration, resulting from the investment in Ocado Retail Limited, is remeasured at fair value at each reporting date
with the changes in fair value recognised in profit or loss. The change in Fair value and the related unwind of discounting is considered
to be an adjusting item as it relates to a major transaction and consequently is not considered representative of the normal operating
performance of the Croup. The charge for 2019/20 of £2.9m represents the unwind of discounting from acquisition to the year end.
Discount unwind wilt be charged to adjusting items until the final contingent consideration payrment is made in 2023/24.

130 Marks and Spencer Group ple




NOTES TO THE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

Directiy attributable gains/{expenses) resulting from the Covid-19 pandemic

In March 2020, following the declaration by the World Health Organization of the Covid-19 global pandemic and subsequent UK
governrment restrictions, while the Group has been able to continue to trade its Food business (albeit with social-distancing rules in
place), Clothing & Home has been unable to trade from full-line stores, with any sales therefore predeminantly coming from online
sales and Click & Collect in stores. All M&S Outlets stores and a number of Food franchise stores have also closed. Given the global
political and economic uncertainty resulting from the Covid-19 pandemic, coupled with the already fast-paced changes taking place
across the retaik sector, the Croup expects to see significant volatility and business disruption, reducing the expected performance
in 2020/21. As set out in the basis of preparation on page 116, the Board has approved a Covid-19 scenario budget and three-year
plan, which assumes that the current government guidelines continue in place for a period of at least four months, and resultsin a
significant decline in sales for the remainder of 2020/21.

As aresult, in order to improve the transparency and usefulness of the financial information presented and improve year-on-year
comparability, the Group has identified charges of £212.8m relating to directly attributable gains and expenses resulting from the
Covid-19 pandemic. The charges relate to three separately identifiable areas of accounting prdgement and estimates: the write-down
of inventories to net realisable value; impairments of intangible assets and property, plant and equipment; and onerous contract
provisions, cancellation charges and one-off costs. Shoutd the estimated charges prove to be in excess of the amounts required,

the release of any amounts previously provided would be treated as adjusting itermns.

The impact that Covid-19 has had on undertying trading is not recognised within adjusting items.

Write-down of inventories to net realisable value (£157.0m)

The Group has performed a detailed assessment of all retail inventory, including all items in our stores, warehouses and outlets,

taking into consideration the period of trading disruption, current sales and sell through plans and considered the impact on the stock
holding at year end. The review concluded that there was a need to provide for items from previous seasons which are unlikely to be
saleable when stores reopen; that items in the summer sale aretikely to be cleared below cost and the need to provide for hibernated
stack (stock that will be stored within our warehouses) at reduced prices when we ook to sell it in Spring/Summer 2021.

The Group has recagnised an incremental write-down of inventory to net realisable value of £157.0m (UK Clothing & Home: £145.3m;
UK Food: £6.0m and International: £5.7m), reflecting management s best estimate of the impact on the Group of the Covid-19
pandemic. The total UK Clothing & Home inventory provisions represent 33% of UK Clothing & Home inventory. A 5% increase inthe
UK Clothing & Home inventory provision would result in a reduction ininventory held on the balance sheet of £26.0m and would
result in a corresponding reduction to recognised profit before taxin 2019/20.

Impairments of intangible assets and property, plant and equipment (£49.2m)

As a direct result of the Covid-19 pandemic, allimpairment assessments were reperformed using the cash flows resulting from
the Board-approved Covid-19 scenario detailed above. Incremental impairment charges as a direct result of Covid-19 have been
recognised for the following assets: Coodwill — per una (£13.4mj); Strategic programme - UK store estate (£11.6m); and Store
impairments (£24.2m).

Refer to notes 14 and 15 for further details on the impairment charges relating to per una goodwitl and stores, as well as note C6
of the Company accounts.

Onerous contract provisions, cancellation charges and one-off costs (£6.6m)

The Croup has incurred a total of £6.6m of one-off charges relating to onerous contract and other provisions, and canceliation
charges incurred pre-year end as a result of the disruption caused by Covid-19 to normal operating activities. In addition, a number

of projects have been cancelled, leading to the impairment and write-off of intangible assets in the course of construction recognised
up to 28 March 2020.

The £212.8m directly attributable net charges from the Covig-19 pandemic are considered to be adjusting items as they meet

the Croup’s established definition, being both significant in nature and value to the results of the Group inthe current period.
Further charges are anticipated during 2020721 to reflect actions that will be taken as a direct result of the length of time that the
government restrictions are in place, and trade and consumer behaviour is impacted. Any future credits relating to these iterns will
also be classified as adjusting.

Other (£23.5m credit)

In 2017118, a provision was recorded to cover the potential costs of probable liabilities for certain employee-related matters. During
the period, the Group paid £0.6m in settlement of the liability for these employee-related matters, resulting in a £23.5m release of
the provision.

T
—
ur
s
—
=1
=
w
-
=4
]
=z
o«
<

Annual Report B Financial Statements 2020 131



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

6 FINANCE INCOME/COSTS

2019
2020 (Restated)
Em £m
Bank and other interest receivable 8.6 76
Other finance income 5.9 0.4
Pension net finance income {see note 11F) 23.6 258
Interest income of subleases 5.9 1.0
Finance income before adjusting items 44.0 34.8
Interest on bank borrowings - (0.6)
Interest payable on syndicated bank facility {2-3) (2.3)
Interest payable on Medium Term Notes {18.2) (77.9)
(nterest payable on lease liabilities (139.3) {148.2}
ineffectiveness on hedge accounting - {3.5)
Unwind of discount on provisions (4.9) (7.9)
Unwind of discount on partnership liability to the Marks & Spencer UK Pension Scheme {see note 12) {6.9) (8.8)
Finance costs before adjusting items (231.6) {248.7)
Net finance costs before adjusting items (187.6) (213.9)
Additional finance costs of £2.9m (last year: £nil) relating to the remeasurement of contingent consideration including discount
unwind and additional finance income of £2.9m{last year: £nil} relating to forecast purchases no longer expected to occur have
beenincurred and included within adjusting items as detailed in note 5.
TINCOME TAX EXPENSE
A, Taxation charge
2019
2020 (Restated)
£m Em
Current tax
UK corporation tax on profits for the year at 19% (last year: 19%)
- current year 42.8 78.4
- adjustments in respect of prior years (4.) “4.6)
UK current tax 38.7 73.8
Overseas current taxation
=cuirent year 8.8 8.9
-adjustments in respect of priar years {0.1) {0.8)
Total current taxation A7.4 81.9
Deferred tax
- origination and reversal of temporary differences 04 {44.5)
—adjustments in respect of prior years ] (4 2.3
-changes in tax rate {3.9) (0.8)
Total deferred tax (see note 23) (7.6} {43.0)
Total income tax expense 39.8 389
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7 INCOME TAX EXPENSE CONTINUED

B. Taxation reconciliation
The effective tax rate was 59.3% (Last year: 46.2%) and is explained below.

2019
2020 {Restated}
£m £m
Profit before tax 67.2 B84.2
Notional taxation at standard UK corporation tax rate of 19% (Last year: 19%) 12.8 16.0
Depreciation and other amounts in relation to fixed assets that do not qualify for tax relief 4.8 11
Other income and expenses that are not taxable or allowable for tax purposes 16.5 15.1
Retranslation of deferred tax balances due to the change in statutory UK tax rates {6.6) 1.0
Overseas profits taxed at rates different to those of the UK (0.6} 0.8
Movement in unrecognised overseas deferred tax assets 0.8 (6.2)
Adjustments to the current and deferred tax charges in respect of prior periods {8.3) (3.1)
Adjusting itemns;
— UK store and strategic programme impairments and other property charges where no tax relief is available 1n.s 10.6
- International store closures and impairments 0.7 08
- Other strategic programme income and expenses that are not taxable or allowable for tax purposes 5.0 4.9
- Amortisation of intangible assets arising as a result of the investment in Ocado Retail Limited 3.2 -
Totalincome tax expense 39.8 38.9

The effective tax rate on profit before tax and adjusting items was 20.7% {last year: 20.7% (restated)).

Otherincome and expenses that are not taxable or allowable for tax purposes include a charge of £12.8m (last year: £12.6m charge)
in relation to the Marks and Spencer Scottish Limited Partnership. Under this structure tax relief for payments to be made to the
Marks & Spencer UK Pension $cheme in relation to the first partnership interest arose in the first 10 years of the structure and
some of this benefit is recaptured in subsequent years.

A change to the main UK corporation tax rate, announced in the Budget on 11 March 2020, was substantively enacted for IFRS purposes
on 17 March 2020. Hence, the rate applicable from 1 Aprit 2020 now remains at 19% rather than the previously enacted reduction to 17%.
The Group has continued to remeasure its UK deferred tax assets and liabilities at the end of the reporting period at the rate of 19%.
The previously recognised deferred tax balances at 17% have now been recognised at 19% and this has resulted in the recognition

of a deferred tax credit of £3.9m in the income statement and the recognition of a deferred tax charge of £20.6min

other comprehensive income,
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

TINCOME TAX EXPENSE CONTINUED

&. Current tax reconciliation

The current tax reconciliation shows the tax effect of the main adjustments made to the Group’s accounting profits in order to arrive
at its taxable profits. The reconciling iterns differ from those in note 78 as the effects of deferred tax temporary differences are
ignored below.

2019
2020 (Restatad)
£m Em
Profit before tax 67,2 842
Notional taxation at standard UK corporation tax rate of 19% (last year: 19%) 12.8 16.0
Disallowable accounting depreciation and other similar items . 525 679
Deductible capital allowances (56.8) {59.4)
Adjustments in relation to employee share schemes 2.3 27
Adjustrnents in relation to employee pension schemes 8.2 107
Overseas profits taxed at rates different to those of the UK {0.6) 08
Movement in unrecognised overseas deferred tax 0.8 {1.4)
Other income and expenses that are not taxable or allowable 4.6 4.6
Adjusting iterns:
~ UK store and strategic programme impairments and other property charges where no tax relief is available 0.0 320
- International store closures and impairments 0.5 0.8
- Other strategic programme income and expenses that are not taxable or allowable for tax purposes 33 12.6
- Amortisation of intangible assets arising as a result of the investrment in Ocado Retail Limited 3.2 ~
Current year current tax charge 51.6 873
Represented by:
UK current year current tax 42.8 78.4
Overseas current year current tax 4.8 89
51.6 87.3
UK adjustments inrespect of priot years (4.1} {4.6)
Overseas adjustments in respect of prior years {0.7) (0.8)
Total current taxation {note 7A) 47.4 819
8 EARNINGS PER SHARE

The calculation of earnings per ordinary share is based on earnings after tax and the weighted average number of ordinary shares in
issue during the year.

The adjusted earnings per share figures have also been calculated based on earnings before adjusting iterns that are significant in
nature and/or quantum and are considered te be distortive (see note 5). These have been presented to provide shareholders with an
additional measure of the Group's year-on-year performance.

For diluted earnings per share, the weighted average number of ordinary sharesin issue is adjusted to assume conversion of all
dilutive potential ordinary shares. The Group has four types of dilutive potential ordinary shares, being: those share options granted
to employees where the exercise price is less than the average market price of the Company’s ordinary shares during the year;
unvested shares granted under the Deferred Share Bonus Pian, unvested shares granted under the Restricted Share Plan; and
unvested shares within the Performance Share Plan that have met the relevant performance conditions at the end of the

reporting period.

Basic and diluted earnings per share figures for the comparative periods have been restated and adiusted for the bonus factor of
1.04 to reflect the bonus element of the June 2019 rights issue, in accordance with IAS 33 Earnings per Share. Amounts as originatly
stated at 30 March 2013 were 2.1p basic and diluted earnings per share and 25.4p basic and dituted underlying earnings per share.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

8 EARNINGS PER SHARE CONTINUED
Details of the adjusted earnings per share are set out below:

209
2020 (Restated)
£m £m
" Profitattributable to equity shareholders of the Company : 237 9.7
Add/(less} (net of tax):
Strategic programnmes — UK store estate 30.5 184.5
Strategic programmes - Organisation 123 (0.6)
Strategic programmes —Operational transformation 9.9 13.2
Strategic programmes ~ UK logistics 8.4 ng
Strategic programmes - Changes to pay and pensions 23 51
Strategic programmes - international store closures and impairments 2.2 51
Strategic programmes - IT restructure 0.3 12.7
Directly attributable (gains)/expenses resulting from the Covid-19 pandemic 1328 -
Storeimpairments and property charges 68.8 91.7
GCoodwill impairment - peruna 134 -
MES Bank charges incurred in relation to insurance mis-selling and Covid-19 forward economic
guidance provision 10.2 16.9
Amortisation and fair value adjustments arising as part of the investment in Ocado Retail Limited 16.8 -
Establishing the investment in Ocado Retail Limited 0.5 34
Remeasurement of contingent consideration including discount unwind 29 -
Other (19.0) -
GMP and other pension equalisation . - 16.6
Profit before adjusting items attributable to equity shareholders of the Company 316.0 4021
Million Miltion
Weighted average number of ardinary sharesin issue 1,894.9 1,698.1
Potentially dilutive share options under Group's share option schemes 10.7 38
Weighted average number of diluted ordinary shares 1,905.6 1,7019 @
Pence Pence H
Basic earnings per share 1.3 2.5 - ’5
Diluted earnings per share 1.2 24 it
Adjusted basic earnings per share 16.7 237 §
Adjusted diluted earnings per share 16.6 236 E
9 DIVIDENDS
201 2019
2020 (Restacad) 2020 (Restatecd}
porshars per share £m Em
Dividends on equity ordinary shares
Paid final dividend 6.8p N.4p 15.1 193.1
Paid interim dividend 3.9p 6.5p 76.0 10.4
10.7p 179p 1911 3035

Dividend per share figures above have been restated to reflect the bonus element of the June 2019 rights issue.

As announced by the Group on 20 March 2020, the Board of Directors have not proposed a final dividend for 2019/20. In order
to provide for the uncertain outlook the Board of Directors do not, at this stage, anticipate paying a dividend for 2020/21.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

10 EMPLOYEES

A. Aggregate remuneration
The aggregate remuneration and associated costs of Group employees (including Operating Committee) were:

2020 201%
Totel Total
. £&m £m
Wages and salaries 1,263.7 1,293.2
Social security costs 80.0 85.0
Pension costs 729 774
Share-based payments (see note 13) 18.5 19.2
Employee welfare and other personnel costs 51.8 538
Capitalised staffing costs (22.5) (17.6)
Total aggregate remuneration’ 1,464.4 15110
1. Excludes amounts recognised within adjusting items of E23.1m (last year: £64.3m) which pradominantly relate towages and salaies (see notes 3 amd 5),
Details of key management compensation are given in note 28.
B. Average monthly number of employees
2020 2019
UK stores
- management and SUPervisory categories 5,278 5,480
~other 62,027 63.957
UK head office
- management and supervisory categaries 2,947 2,968
—other 764 832
UK operations
—rmanagement and supervisory categories 15 8i
-other 1,302 1,066
Overseas 5,598 5713
Total average number of employees 78,031 80,097

The average number of full-time equivalent emplovees is 53,988 (last year: 55,440).

M1 RETIREMENT BENEFITS

The Group provides pension arrangements for the benefit of its UK employees through the Marks & Spencer UK Pension Scheme
(3 DB arrangement) and Your M&S Pension Saving Plan (a defined contribution (DC) arrangement).

The UK DB pension scheme operated on a final pensionabte salary basis and is governed by a Trustee board which is independent of
the Group. The UK DB scheme closed to future accrual on 1 April 2017 There will be no further service charges relating to the scheme
and no future monthly employer contributions for current service. At year end, the UK DB pension scheme had no active members
(Last year: nil), 55,887 deferred members (Last year: 58,079) and 52,165 pensioners (last year: 52,217).

The most recent actuarial valuation of the Marks & Spencer UK Pension Scheme was carried out as at 31 March 2018 and showed a
funding surplus of £652m. This is an impravement on the previous position at 31 March 2015 (statutory surplus of £204m), primarily
due to lower assumed life expectancy. The Company and Trustees have confirmed, in line with the current funding arrangement,
that no further contributions will be required to fund past service as a result of this valuation (other than those already cantractually
committed under the existing Marks and Spencer Scottish Limited Partnership arrangements - see note 12).

The DC planis a pension plan under which the Group pays contributions to an independently administered fund. Such contributions
are based upon a fixed percentage of employees pay. The Groug has no legal or constructive obligations to pay further contributions
to the fund once the contributions have been paid. Members’ benefits are determined by the amount of contributions paid by the
Group and the member, together with the investment returns earned on the contributions arising from the performance of each
individual's investments and how each member chooses to receive their retirement benefits, As a result, actuarial risk (that benefits
will be lower than expected) and investment risk (that assets invested in will not perform in line with expectations) fall on the
employee. At the year end, the defined contribution arrangement had some 52,059 active members (last year: 53,536) and some
33,578 deferred metnbers (Last year: 26,709).

The Group also operates a small funded DB pension scheme in the Republic of Ireland. This scheme closed to future accruai on
31 October 2013, Other retirement benefits atso include a UK post-retirement healthcare scheme and unfunded retirement benefits.

The total Group retirement benefit cost was £49.2m {last year: £69.5m). Of this, income of £20.2m {last year: income of £4.5rm) relates to
the UK DB pension scheme, costs of £65.6m (Last year: costs of £68.7m)to the UK DC plan and costs of £3.8m (last year: costs of £5.3m)
to other retirement benefit schemes.
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11 RETIREMENT BENEFITS CONTINUED

In April 2019, the Scheme purchased additional pensioner buy-in policies with two insurers for approximately £1 4bn. Together with
the two policies purchased in March 2018, the Scherme has now, in total, insured around two thirds of the pensioner cash flow liabilities
for pensions in payment. The buy-in policies cover specific pensioner Liabilities and pass all risks to an insurer in exchange for a fixed
premiurm payment, thus reducing the Group's exposure to changes in longevity, interest rates, inflation and other factors.

On 26 October 2018, the High Court issued a judgement in a claim involving Lloyds Banking Group’s DB pension schemes. This
judgement concluded that the schemes should be amended in order to equalise pension benefits for men and women in relation
to guaranteed minimum pension benefits. The issues determined by the jJudgement resulted in anincrease in the liabilities of the
Marks & Spencer UK DB Pension Scheme of £18.0m, which was recognised in the results as a past service cost in the prior year.

The Croup is monitoring the impact of Covid-19 on the DB pension schemes. The DB pension schemes have not factored any impact
of Covid-19 into the demographic assumptions. In the future, demographic assumptions may be updated for any materiat event
(including, if relevant, Covid-19).

A. Pensions and other post-retirement tjabilities
2020 2019

£m Em
Total market value of assets 10,653.8 10,224.7
Present value of scheme hiabilities {8,743.3) {9,301.3}
Net funded pension plan asset . 1,90.5 923.4
Unfunded retirement benefits (3.9) {3.5)
Post-retirement heaithcare (4.0) (5.6)
Net retirement benefit surplus 1,902.6 914.3
Analysed in the staternent of financial position as:
Retirement benefit asset 1,915.0 931.5
Retirement benefit deficit 12.4) (17.2)
Net retirement benefit surplus 1,902.6 914.3

In the event of a plan wind-up, the pension scheme rules provide M&S with an unconditional right to a refund of surplus assets
assuming the full settlement of plan liabilities. In.the ordinary course of business, the Trustees have norights to wind up or change
the benefits due to members of the scheme. As a result, any net surplus in the UK DB pension scheme is recognised in fult,

S

B. Financial assumptions

The financial assumptions for the UK DB pension scheme and the most recent actuarial valuations of the other post-retirement
schemes have been updated by independent qualified actuaries to take account of the requirements of 1AS 19 Employee Benefits
in order to assess the liabilities of the schemes and are as follows:
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2020 2019

% X

Rate of increase in pensions in payment for service 1.9-2.7 21-33
Discount rate 2.40 245
Inflation rate for RPY 2.70 3.25
Long-term healthcare cost increases 6.70 7.25

C. Demographic assumptions

The UK demographic assumptions are mainly in line with those adopted for the last formal actuarial valuation of the scheme
performed as at 31 March 2018. The UK post-retirement mortality assumptions are based on an analysis of the pensioner mortality
trends under the scheme for the period to March 2018. The specific mortality rates used are based on the VITA lite tables, with future
projections based on up-to-date industry models, parameterised to reflect scheme data. The life expectancies underlying the
valuation are as follows:

2020 2019

Current pensioners (at age 65) -male 22.2 22,0
~-fernale 24.9 249

Future pensioners —currently in deferred status (at age 65) -male 24.0 23.8
-fermnale 26.8 26.7
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11 RETIREMENT BENEFITS CONTINUED

D. Sensitivity analysis

The table below summarises the estimated impact of changes in the principal actuarial assumptions on the UK DB pension
scheme surplus:

2020 2019
Em Em
Increasef(decrease) in scheme surplus caused by a decrease in the discount rate of 0.25% 50.0 (70.0)
Increase in scheme surplus caused by a decrease in the discount rate of 0.50% 100.0 N/A
Decrease in schemne surplus caused by a decrease in the inflation rate of 0.25% {50.0) {25.0)
Decrease in scheme surplus caused by a decrease in the inflation rate of 0.50% {100.0) N/A
Increase in scheme surplus caused by a decrease in the average life expectancy of one year 240.0 3150

The discount rate sensitivity is comparable to the sensitivity quoted tast year end. However, the sign has changed from a reduction in
surplus to an increase in surplus, as the 1AS19 over-hedge on gilt yields has increased materially over the year. Consequently, assets are
now projected to grow by more than tiabilities in this scenario, whereas last year assets were projected to grow by tess than liabilities.

Given changes in inflation and discount rate assumptions over the past year, the range of reasenably possible outcomes has been
updated to reflect this.

The sensitivity analysis above is based on a change in one assumption while holding all others constant. Therefore interdependencies
between the assumptions have not been taken inte account within the analysis.

E. Analysis of assets

The investment strategy of the UK DB pension scheme is driven by its liability profile, including its inflation-linked pension benefits.

In addition to its interest in the Scottish Limited Partnership (refer to note 12), the scherne invests in different types of bonds (including
corporate bonds and gilts) and derivative instruments (including inflation, interest rate, cross-currency and total return swaps) in order
to align movements in the value of its assets with movements in its liabitities arising from changes in market conditions. Braadly, the
scheme has hedging that covers 106% of interest rate movements and 106% of inflation maovements, as measured on the Trustees’
funding assumptions which use a discount rate derived from gilt yields.

By funding its DB pension schemes, the Group is expased to the risk that the cost of meating its obligations is higher than anticipated.
This could occur for several reasons, for example:

- Investrment returns on the schemes’ assets may be lower than anticipated, especially if falls in asset values are not matched by
similar fatls in the value of the schermes' liabitities.

- The level of price inflation may be higher than that assumed, resulting in higher payments from the schemes.

- Scherme members may live longer than assumed - for example, due to advances in healthcare. Members may also exercise (or not
exercise) options in a way that leads to increases in the schemes liabilities - for example, through early retirement or commutation
of pension for cash,

- Legislative changes could also lead to anincrease in the schemes liabilities.

In addition, the Group is exposed to additicnal risks through its obligation to the UK DB pension scheme via its interest in the Scottish
Limited Partnership {see note 12). In particular, under the legal terms of the Partnership, a defauit by the Group on the rental payments
to the Partnership or a future change in legistation could trigger earlier or higher payments to the pension scheme, or an increase in
the coliateral to be provided by the Group.
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11 RETIREMENT BENEFITS CONTINUED

E. Analysis of assets continued
The fair value of the total plan assets at the end of the reporting period for each category is as follows:

2020 2019
Quoted Unguoted Totsl Guoted Unquoted Total
£m £m £m £m Em £m
Debt investments
—Covernment bonds net of repurchase agreements' 3,596.8 352.0 3,948.8 4,3739 3672 4,741
- Corporate bonds 6.2 728.3 7345 6.1 7318 7379
- Asset-backed securities and structured debt - 2644 264.4 - 2966 296.6
Scottish Limited Partnership Interest (see note 12) - 2n.2 21.2 - 2785 2785
Equity investments
- Developed markets 338.7 56.6 395.3 398.0 579 4559
—Emerging markets 90.3 - 90.3 103.7 - 103.7
Growth asset funds
—Global property 5.8 2914 297.2 - 3284 3284
—Hedge and reinsurance 326 385.1 n77 24.3 a12.4 436.7
— Private equity and infrastructure - 175.4 175.4 - 2233 2233
Derivatives
- Interest and inflation rate swaps 19.9 253.7 273.6 159 148.4 164.3
- Foreign exchange contracts and other derivatives {0.4) 162.4 162.0 (4] 1275 127.6
Cash and cash equivalents 108.1 181.8 289.9 511 122.2 173.3
Other
— Buy-ininsurance - 2,430.0 2,430.0 - 1,273.7 1,273.7
—Secure income asset funds - 934.6 934.6 - 842.2 8422
—-Other 28.8 0.} 28.9 4.5 - 415
) 4,226.8 6,427.0 10,653.8 5,014.6 5,210 10,2247

1. Repurchaseagreementswere £820.5m (last year: £1,025.1m).

The fair values of the above equity and debt investments are based on publicly available market prices wherever available. Unquoted
investments, hedge funds and reinsurance funds are stated at fair value estimates provided by the manager of the investment or fund.
A minority of the assets of the scheme are relatively itliquid and in the past historical pricing has been used to value these asset classes
at year end (typically pricing from the most recent 31 December). Covid-19 has led to significant market falls for some asset classes.
Asset values have been reduced using movements in a market index for listed private equity as a proxy for actual performance of
private equity assets and information from managers for adjustments to secure income assets. Property includes both guoted and
unquoted investments. The fair value of the Scottish Limited Partnership interest is based on the expected cash flows and benchmark
asset-backed credit spreads. It is the policy of the scheme to hedge a proportion of interest rate and inflation risk. The scheme reduces
its foreign currency exposure using forward foreign exchange contracts.

At year end, the UK schemes (UK DB pension scheme and post-retirement healthcare)indirectly held 63,527 (Last year: 41,841} ordinary
shares in the Company through its investment in UK Equity Index Funds.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

11 RETIREMENT BENEFITS CONTINUED

F. Analysis of amounts charged against profits
Amounts recognised in comprehensive income in respect of defined benefit retirement plans are as follows:

2020 2019

£m Em
Current service cost 0.2 0.2
Administration costs 4.5 39
Past service costs - 18.0
Net interest income {23.6) {25.8}
Total (18.9) 3.1
Remeasurement on the net defined benefit surplus:
Actual return on scheme assets excluding amounts included in net interest income {477.3) (283.8)
Actuarial loss/{gain} - demagraphic assumptions 10.0 {90.2)
Actuarial (gain)/loss —experience {46.1) 19.2
Actuarial (gain)/loss — financial assumptions {414.5) 4347
Components of defined benefit (income)fexpense recognised in other comprehensive income (927.9) 799
G.Scheme assets
Changes in the fair value of the scheme assets are as follows:

2020 208

£m Em
Fair value of schermne assets at start of year 10,224.7 99893
Interest income based on discount rate 245.4 259.5
Actual return on scheme assets excluding amounts included in net interest income' 477.3 283.8
Employer contributions 41.8 420
Benefits paid (333.2) (346.2)
Administration costs {4.3) (X))
Exchange movement 2.3 -
Fair value of scheme assets at end of year 10,653.8 10,2247
1. The actuslreturn onscheme assets was o gain of E722 7m (last year: gain of £543.3m).
M. Pensions and other post-retirement liabilities
Changes in the present value of retirement benefit obligations are as Follows:

2010 2019

£m £m
Present value of obligation at start of year 9,310.4 9,0411
Current service Cost 0.2 0.2
Administration costs 0.2 0.2
Past service cost - 18.0
Interest cost 2.8 2337
Benefits paid (333.2) {346.2)
Actuarial (gain)/loss - experience {46.1) 19.2
Actuarial loss/(gain) - demographic assumptions 10.0 (90.2)
Actuarial {gain)/loss - financial assumptions {414.5) 434.7
Exchange movement 24 (0.3)
Present value of obligation at end of year 8,751.2 93104
Analysed as:
Present value of pension scheme Liabilities 8,743.3 9,301.3
Unfunded pension plans 3.9 35
Post-retirement healthcare 4.0 5.6
Pr t value of gbligation at end of year B,751.2 9,310.4

The average duration of the defined benefit obligation at 28 March 2020 is 19 years (last year: 19 years).
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12 MARKS AND SPENCER SCOTTISH LIMITED PARTNERSHIP

Marks and Spencer plc is a general partner and the Marks & Spencer UK Pension Scheme is a limited partner of the Marks and Spencer
Scottish Limited Partnership {the "Partnership"). Under the partnership agreement, the limited partners have no involvement in the
management of the business and shall not take any part in the control of the partnership. The general partner is responsible for the
management and control of the partnership and, as such, the Partnership is consolidated into the results of the Group.

The Partnership holds £1.4bn (last year: £1.4bn} of properties which have been leased back to Marks and Spencer plc. The Croup
retains control over these properties, including the flexibility to substitute alternative properties into the Partnership. The first limited
partnership interest (held by the Marks & Spencer UK Pension Scheme) entitles the Pension Scheme to receive an annual distribution
of £71.9m until June 2022 from the Partnership. The second limited partnership interest (also held by the Marks & Spencer UK Pension
Scheme), entitles the Pension Scherne to receive a further annual distribution of £36.4m from June 2017 until June 2031. All profits
generated by the Partnership in excess of these amounts are distributable to Marks and Spencer plc.

The partnership liability in relation to the first interest of £207.4m (last year: £272.4m) is valued at the net present value of the future
expected distributions from the Partnership and is included as a liability in the Croup’s financial statements as it is a transferable
financial instrument. During the year to 28 March 2020, an interest charge of £6.9m (last year: £8.8m) was recognised in the income
statement representing the unwinding of the discount included in this obligation. The first limited partnership interest of the Pension
Scheme is included within the UK DB pension scheme assets, valued at £211.2m (last year: £278.5m).

The second partnership interest is not a transferable financial instrument as the Scheme Trustee does not have the right to transfer
it to any party other than a successor Trustee. It is therefore not included as a plan asset within the UK DB pension scheme surplus
reported in accordance with IAS 19. Similarly, the associated liability is not included on the Group's staterment of financial position,
rather the annual distribution is recognised as a contribution to the scheme each year.

13 SHARE-BASED PAYMENTS

This year, a charge of £18.5m was recognised for share-based payments (last year: charge of £19.2m). Of the total share-based
payments charge, £7.6m (last year: £9.2m) relates to the Save As You Earn share option scheme and a charge of £4.9m (last year: £4.1m)
relates to the Performance Share Plan. The remaining charge of £6.0m (last year: £5.9m)is spread over the other share plans.

Further details of the operation of the Group share plans are provided in the Remuneration Report.

A.Save As You Earn scheme

The Save As You Earn (SAYE) scheme was approved by shareholders For a further 10 years at the 2017 Annual General Meeting (AGM).
Under the terms of the scheme, the Board may offer options to purchase ordinary shares in the Company once in each financial year to
those employees who enter into Her Majesty'’s Revenue & Customs (HMRC) approved SAYE savings contract. The Company has chosen
to cap the maximum monthly saving amount at £250 which is below the £500 per month allowed under HMRC-approved schermes.
The price at which options may be offered is 80% of the average mid-market price for three consecutive dealing days preceding the
offer date. The options may normally be exercised during the six--month period after the completion of the SAYE contract.

2020 2019 :

Waeightad Weighted ot

Numbar of average Nurnker of average =

options  exercise prite options exercise price =

Qutstanding at beginning of the year 38,023,501 267.9p 43,731,657 285.4p ’:j

Cranted' 34,087,655 237.6p 10,337,468 247.0p x

Exercised {49,610} 250.2p (241,813) 260.1p -
Forfeited (15,727,568) 237.9p (10,455,905) 274.0p
Expired (3,194,037) 380.2p (5,347,906) 358.7p
Qutstanding at end of year 53,139,941 190.7p 38,023,501 2679p
Exercisable at end of year n,272,515 2496p 2,542,320 421.0p

1. Thenumber of shares grantedin the year ended 28 March 2020 inctudes 1,413,958 shares granted for the rights issue which completed in June 2019,
For SAYE share options exercised during the period, the weighted average share price at the date of exercise was 2657p (last year: 290.8p).
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13 SHARE-BASED PAYMENTS CONTINUED

The fair values of the options granted during the year have been calculated using the Black-Scholes model assuming the inputs
shown below:

2020 2019

Three-year plan  Three-year Flan
Crant date Dec19 Nov 18
Share price at grant date 189p 309p
Exercise price 151p 247p
Option life in years 3years 3years
Risk-free rate 0.5% 0.8%
Expected volatility 27.6% 279%
Expected dividend yield 5.7% 65.1%
Fair value of option 33p S4p

Volatitity has been estimated by taking the historic volatility in the Company’s share price over a three-year period.

The resulting fair value is expensed over the service pericd of three years on the assumption that Y0% (1ast year: 10%) of options will
tapse over the service period as employees leave the Group.

Qutstanding options granted under the UK Employee SAYE Scheme are as follows:

Nurnber of options Weighted average remaining contractual life (years)

Options granted' 2030 2018 2020 2019 Qption price’
January 2016 3,720 2,436,408 - 0.3 416p
January 2017 1,334,003 17040566 03 13 250p
January 2018 5,557,053 8,711,023 1.3 2.3 251p
January 2019 4,910,783 9,735,404 2.3 33 238p
February 2020 31,324,382 - 3.3 - 151p

53,139,941 38,023,501 2.4 1.9 191p

1. For the purpose of the above table the optich granted date is the contract start date,
2. The option price for the SAYE schemnes for Janyary 2076, January 2017, January 2018 and Janwary 2019 have b o) d flect the impact of the rights issue which
campletedin June 2019.

B. Performance Share Plary

The Performance Share Plan (PSP} is the primary long-term incentive plan for approxirmately 170 of the most senior managers within
the Group. It was first approved by shareholders at the 2005 ACM and again at the 2015 AGM. Under the plan, annual awards, based
on a percentage of salary, may be offered. The extent to which an award vests is measured over a three-year period against financial
targets which for 20¥9/20Q included earnings per share (EPS), return on capital employed (ROCE), and total shareholder return (TSR).
The value of any dividends earned on the vested shares during the three years may also be paid on vesting. Further detaits are set out
in the Remuneration Report. Awards under this plan have been made in each year since 2005, More information is available in relation
to this plan within the Remuneration Report.

During the year, 12,924,621 shares (last year: 8,006,094) were awarded under the plan. The weighted average fair value of the shares
awarded was 161.0p {last year; 264.2p). As at 28 March 2020, 20,502,705 shares (last year: 17,296,405} were outstanding under the plan.
The numiper of options in all plans were adjusted as a result of the rights issue which completed in June 2019.

C. Deferred Share Bonus Plan’

The Deferred Share Bonus Plan (DSBP) was first introduced in 2005/06 as part of the Annual Bonus Scheme. it is now operated for
approximately 40 of the most senior managers within the Group. As part of the plan, the managers are required to defer a proportion
of any bonus paid into shares which will be held for three years. There are no further performance conditions on these shares, other
than continued employment within the Group and the value of any dividends earned o the vested shares during the deferred period
may also be paid on vesting. More information is available in relation to this plan within the Remuneration Report.

During the year, no shares (last year: no shares) have been awarded under the plan in relation to the annual bonus. As at 28 March 2020,
1,359,166 shares (last year: 2,595,337) were outstanding under the plan. The number of options in all plans were adjusted as a result of
the rights issue which comipleted in June 2619,
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13 SHARE-BASED PAYMENTS CONTINUED

D. Restricted Share Plan’

The Restricted Share Plan (RSP) was established in 2000 as part of the reward strategy for retention and recruitment of senior
managers who are vital to the success of the business. The plan operates for the senior management team. Awards vest at the end

of the restricted pericd {typically between one and three years) subject to the participant still being in employment of the Company
on the relevant vesting date. The value of any dividends earned on the vested shares during the restricted period may also be paid on
vesting. More information is available in relation to this plan within the Remuneration Report.

During the year, 3,645,421 shares (Last year:1,710,368) have been awarded under the plan. The weighted average fair value of the shares
awarded was 150.0p (last year: 295.2p). As at 28 March 2020, 4,896,084 shares (last year: 2,364,783) were outstanding under the plan.
The number of optionsin all plans were adjusted as a result of the rights issue which completed in June 2019.

E. Republic of ireland Save As You Earn scheme

Sharesave, the Company's Save As You Earn scheme was introduced in 2009 to alt employees inthe Republic of ireland for a 10-year
period, after approval by shareholders at the 2009 AGM and again at the 2019 AGM. The scheme is subject to Irish Revenue rules which
limit the maximum monthly saving to €500 per month. The Company chose in 2009 to set a monthly savings cap of €320 per month
to align the maximum savings amount to that allowed within the UK scheme. The price at which options may be offeredis 80% of the
average mid-market price for three consecutive dealing days preceding the offer date. The options may normally be exercised during
the six-month period after the cornpletion of the SAYE contract.

During the year, 327,689 options (last year: 169,422) were granted, at a fair value of 33.4p (last year: 53.6p). As at 28 March 2020,730,977
options (last year: 672,203) were outstanding under the scheme. The number of options granted in January 2016, January 2017,
January 2018 and January 2019 have been adjusted upwards to reflect the impact of the rights issue which completed in June 2019.

F. Marks and Spencer Employee Benefit Trust

The Marks and Spencer Employee Benefit Trust {the “Trust™) holds 1,557,996 {tast year: 1,712,922) shares with a book value of £3.4m

(Last year: £5.1m) and a market value of £1.5m (last year: £4.8m). These shares were acquired by the Trust in the market and are shown as
a reduction in retained earnings in the consolidated statement of financial position. Awards are granted to employees at the discretion
of Marks and Spencer plc and the Trust agrees to satisfy the awards in accordance with the wishes of Marks and Spencer plc under the
senior executive share plans described above. Dividends are waived on all of these shares.

G. ShareBuy
ShareBuy, the Company's $Share Incentive Plan, enables the participants to buy shares directly from their gross salary. This scheme
does not attract an IFRS 2 charge.

= All awards both this year and last year were conditional shares. For the purposes of calculating the number of shares awarded, the share price used is the average of the mid-market
ice for the fi utive dealing days preceding the grant date.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

14 INTANGIBLE ASSETS
Cornputer
Computer software under
Coodwill Srands software development Tatal
£m £m £m £m £on
At 31 March 2018
Cost 136.4 n23 1400.0 65.6 1743
Accumulated amoertisation and impairments {59.0) (104.2) (9281 {23.8) (1,115.1)
Net book value . 774 81 4719 418 599.2
Year ended 30 March 2019
Opening net book value 774 8.1 4719 4.8 599.2
Additions - - 103 84.8 951
Transfers and reclassifications - - 81.0 {75.7) 53
Asset write-offs - — {5.9) (8.4) (14.3)
Armortisation charge - (5.3} (179.1 - (184.4)
Exchange difference Q1 - {1.) - (1.0)
Closing net book value 77.5 28 3771 42,5 499.9
At 30 March 2019
Cost 136.5 N2.3 1,402.2 74,6 3725.6
Accumulated amortisation, impairrents and write-offs {59.0} {109.5) (1,025.3) (32)) {1,225.7)
Net book value 77.5 28 3771 425 4999
Year ended 28 March 2020
Opening net book value 77.5 2.8 377 42.5 499.9
Additions - - 1.1 76.5 776
Transfers and reclassifications - - 91.8 9.4) 0.4
Asset impairments (13.4) - - - (13-4)
Asset write-offs - - (0.5) - (0.5)
Amortisation charge - (2.8) (162.0) - (164.8)
Exchange difference (0.1) - - - (0.7}
Closing net book value 64.0 - 307.5 276 3991
At 28 March 2020
Cost 136.4 n2.3 1,495.1 59.7 1,803.5
Accumulated amortisation and impairments and write-offs (72.4) {2.3) {1,187.6) {32.1) {1,404.4)
Net book value 64.0 - 307.5 276 399.1
Goodwill related to the following assets and groups of Cash-Generating Units (CCUs).
paruna india Qther  Total goodwill
£m £m £m £m
Net book value at 30 March 2019 69.5 7.3 0.7 715
Assetimpairments 13.4) - - {13.4)
Exchange difference - {0.1) ~ (0.1}
Net book vatue at 28 March 2020 56.1 12 0.7 64.0
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14 INTANGIBLE ASSETS CONTINUED

Impairment testing
GCoodwill is not amortised but is tested annually for impairment with the recoverable amount being determined from value in use
calculations.

Coodwill for india is monitored by management at a country level, including the combined retail and wholesale businesses, and has
been tested for impairment on that basis.

The per una brand is a definite life intangible asset amortised on a straight-line basis over a period of 15 years. The brand intangible
was acquired for a cost of £80.0rm, and is held at a3 net book value of £nil (Last year: £2.8m). The per una gocdwill and brand are
considered together forimpairment testing purposes and are therefore tested annually forimpairment.

The cash flows used for impairment testing are based on the Group's latest budget and forecast cash flows, covering a three-year
period, which have regard to historical performance and knowledge of the current market, together with the Group's views on the
future achievable growth and the impact of committed cash flows. The cash flows include ongoing capital expenditure required to
maintain the store netwark, but exclude any growth capital initiatives not committed. The Board-approved Budget and Three-Year
Plan reflect a more conservative view of the short-term future performance of the per una assets and the Board-approved Covid-19
scenario further significantly reduces sales and profits in 2020/21. A proportion of UK Clothing & Home operating costs are allocated
to per una based on the sales mix.

Cash flows beyond this three-year period are extrapolated using a long-term growth rate based on the Group’s current view of
achievable long-term growth. The Group's current view of achievable long-terrn growth for per una is 0.7%, which is a reduction
fromthe overall Group long term growth rate of 2%, reflecting the risk associated with the early stage of the relaunch of the per una
brand and the potential impact of the Covid-19 pandemic. This is lower than the long-term growth rate used in the prior year (2.3%).
The Group’s current view of achievable tlong-term growth for India is 5.9%.

Management estimates discount rates that reflect the current market assessrment of the time value of money and the risks specific to
each asset or CCU. The pre-tax discount rates are derived from the Group’s post-tax weighted average cost of capital (WACC) which
has been calculated using the capital asset pricing model, the inputs of which include a country risk-free rate, equity risk prernium,
Group size premium and a risk adjustment (beta). The post-tax WACC is subsequently grossed up to a pre-tax rate and was 9.7% for
per una {last year: 9.1%) which reflects the additional risk of Covid-19 as at 28 March 2020 and 14.3% for India {last year: 17.3%).

Management has performed sensitivity anatysis on the key assumptions in the impairment model using reasonably possible changes
in these key assumptions, both individually and in combination. Management has considered reasonably possible changes in key
assumptions that would cause the carrying amounts of goodwill or brands to exceed the value in use for each asset.

For India, there is no reasonably possible change in key assumptions that would lead to an impairment and the assumptions do not
give rise to a key source of estimation uncertainty.

peruna

The future cash flows applied in the per una calculation reflect the Group's plans to grow the per una brand over the next three years;
however, adjustments have been made to reflect the impact of Covid-19 on the Clothing & Home business and the proximity of the
brand relaunch to the disruption caused by Covid-19. The plan assumes a sales decrease of 46.4% in 2020/21 {reflecting the Covid-19
scenario of 70% decline in Clothing & Home sales compared with budgetin the four months to July 2020, followed by a stow recovery
back to budget by February 2021), followed by a significant increase in sales in 2021/22 of 82.6% (returning to the original levels planned
for the year} and a 0.7% increase in 2022/23. The success of these plans will determine the strategic role of the brand within the Group.
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The cutcome of the value in use calculation is animpairment of £13.4m.

As disclosed in the accounting policies (note 1), the cash flows used within the impairment model| are based on assumptions which

are sources of estimation uncertainty and small movements in these assumptions could lead to a further impairrment. Management
has performed sensitivity analysis on the key assumptions in the impairment model using reasonably possible changes in these key
assumgptions for the per una brand. Neither a 50 basis point increase in the WACC rate nor a reduction in the perpetuity growth rate to
0% would cause a significant increase in the impairment charge. A 20% reduction in operating profit over the whole three-year plan
period would cause an £11.2m increase in impairment and in combination, these reasonably possible changes in the key assumptions
would cause anincrease of £17.0m in the impairment charge.
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1S PROPERTY, PLANT AND EQUIPMENT

The Group's property, plant and equipment of £5,494.2m (last year: £5,662.3m) consists of owned assets of £3,863.9m(last year: £3,986.9m)

and right-of-use assets of £1,630.3m (last year: £1,675.4m),

PROPERTY, PLANT AND EQUIPMENT - OWNED

Assets inthe
Landand Fixtures, fittings course of
bulldings  and equipment construction Total
Em £m £m £m

At 31 March 2018
Cost 29325 7003.4 96.8 10,0327
Accumulated depreciation, impairments and write-offs (532.2) (5.102.2) (18.0) {5,652 4)
Net book value 24003 1,901.2 788 4,380.3
Year ended 30 March 2019
QOpening net book value 2,400.3 1,901.2 78.8 4,3803
Additions 09 309 1701 2019
Transfers and reclassifications (7.8} 166.7 (168.8) (9.9}
Disposals (2.5) 04 - {2.9)
Asset impairments (18.6) ~ (74.6) - {93.2)
Assetwrite-offs (35.3} (8.6} - {43.9}
Depreciation charge (85.5) (356.1) - (441.6)
Exchange difference (2.7} (1.1} - (3.8}
Closing net book value 2,248.8 1.658.0 801 3,986.9
At 30 March 2019
Cost 28859 5,673.6 98.1 8,6576
Accumulated depreciation, impairrnents and write-offs {637.)) {4,015.6) (18.0) {4,670.7)
Net book value 2,248.8 1,658.0 801 39869
Year ended 28 March 2020
Opening net book value 2,248.8 1,658.0 80.] 3,986.9
Additions 2) 272.7 244.9 274.7
Transfers and reclassifications 22.2 183.6 {205.0) 0.8
Assetimpairments {48.2) (20.3) - {68.5)
Asset write-offs {1.8) [rd)] - {8.9)
Depreciation charge {62.0) (267.2) - {329.2)
Exchange difference 6.3 1.8 - 8.1
Closing net book value 2,674 1,576.5 120.0 3,863.9
At 28 March 2020
Cost 2,887.5 5,4571 138.0 8,482.6
Accumulated depreciation, impairments and write-ofFs (720.1) {3,880.6) {18.0) {4,618.7)
Net book value 21674 1,576.5 120.0 3,863.9

Asset write-offs in the year include assets with gross book value of £680.5m (last year: £1,467.9m) and Enil {last year: £nil) net book

value that are no longer in use and have therefore been retired.

Right-of-use assets

From 31 March 2018, the Group has adopted IFRS 16 Leases. Refer to notes 1 and 29 for the accounting policy and restatements

respectively. The right-of-use assets reccgnised on adoption of the new leasing standard are reflected in the underlying asset classes

of property, plant and equipment.
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15 PROPERTY,PLANT AND EQUIPMENT CONTINUED
Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period:
Right-of-use assets

Land and  Fixtures, fittings

buildings  and equipment Totat

Em im £m

Asat 31 March 2018 1,762.5 46.8 1,809.3

Additions 1871 13 188.4
Transfers and reclassifications 46 - 4.6
Disposals {68.6) - (68.6)
Right-of-use asset impairments {93.2) - (93.2)
Depreciation charge {153.2) (10.5) (163.7)
Exchange difference ) - 0.4)
Ag at 30 March 2019 1,637.8 37.6 1,675.4
Additions 140.3 40.4 180.7
Transfers and reclassifications 0.2 {0.2) -
Disposals (18.9) - {18.9)
Right-cf-use asset impairments (34.2) - {34.2)
Depreciation charge (155.9) {18.7) {174.6)
Exchange difference 1.8 0.1 1.9
As at 28 March 2020 1,5711 59.2 1,630.3

impairment of property, plant and equipment and right-of-use assets

For impairment testing purposes, the Group has determined that each store is a separate CCU, with the exception of Quttets stores,
which are considered together as one CGU. Click & Coliect sales are included in the cash flows of the relevant CGU.

Each CCU s tested forimpairment at the balance sheet date if any indicators of impairment have been identified. Stores identified
within the Group's UK store estate programme are automatically tested for impairment (see note 5}. The UK government trade
restrictions implemented on 23 March 2020 as a result of the Covid-19 pandemic are considered an impairment trigger and as a
result all stores have been tested for impairment.

5

The value in use of each CGU is calculated based on the Group's latest budget and forecast cash flows, covering a three-year period,
which have regard to historic performance and knowtedge of the current market, together with the Croup's views on the future
achievable growth and the impact of committed initiatives. The cash flows include ongeing capital expenditure required to
maintain the store network, but exclude any growth capital initiatives not committed. Cash flows beyond this three-year period are
extrapolated using a long-term growth rate based on management’s future expectations, with reference to forecast GDP growth.
These growth rates do not exceed the long-term growth rate for the Group's retail businesses in the relevant territory. If the COU
relates to a store which the Greup has identified as part of the UK store estate programme, the value in use calculated has been
modified by estimation of the future cash flows up to the point where it is estimated that trade will cease and then estimation of

the tirming and amount of costs associated with closure detaited Fully in note 5. The forecasts used to calculate the value in use have
been updated to take into account the Board-approved Covid-19 scenario. This assumes a significant impact on 2020/21 revenues
and profits.
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The key assumptions in the value in use calculations are the growth rates of sales and gross profit margins, changes in the cperating
cost base, long-term growth rates and the risk-adjusted pre-tax discount rate. The pre-tax discount rates are derived from the Group's
weighted average cost of capital, which has been calculated using the capital asset pricing modet, the inputs of which include a
country risk-free rate, equity risk premium, Group size premium and a risk adjustrment (beta). The pre-tax discount rates range from
12% to 17% (Last year: 9% to 21%). If the CGU relates to a store which the Group has identified as part of the UK store estate programme,
the additional key assumptions in the value in use calculations are costs associated with closure, the disposal proceeds from store
exits and the timing of the store exits.
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15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Impaisments - UK stores fexcluding the UK store estate programma)

During the year, the Group has recognised an impairment charge of £69.3m as a result of UK store impairimrent tasting unrelated to the
UK store estate programme (last year: £103.0m {restated)). These stores were impaired ta their ‘value In use’ recoverable amount of
£105.5m, which is their carrying value at year end. These impairments have been recognised within adjustingitems {see note 5},

For UK stares, cash flows beyond the threa-year period are extrapolated using the Group's current view of achievable long-term
growth of 2X, adusted to 0% where management believes the cusrent trading perfarmance and future expectations of the store do
nat suppart the growth rate of 2%, The rate used to discount the forecast cash flows for LK stores is B.6% (last year: 9.1%).

As disclosed inthe accaunting policies {note 1), the cash flows used within the impairment model are based on assumptions which are
sources of estimation uncertainty and small movernents in these assumptions could lead te further impairments. Management has
performed sensitivity analysis on the key assumptions in the impairment mocel using reasonably possible changes in these key
assumptions across the LK store portfolio.

A reduction in sales of 5% fromn the three-year planinyears 2and 3 to reflect a potential recession would result in anincrease in the
irmpairment charge of £72.7m and a Z0 Basis poing reduction in gross profit méngin throughout the plan period wauld increase the
impairment charge by £2.5m. In combination, a 1% fall in sales and a 10 basis point £ail in gross profit margin would increase the
impairment charge by £7)m. Reasonably possible changes of the other key assumptians, including a 50 basis point increase in the
discount rate or reducing the long-term growth rate to 0% across all stores, would not result in a significant increase to the impairment
charge, ¢ither individually erin combination.

Impairmenty - UK store estate programme

During the year, the Croup has recognised an impairment charge of £75.2m and impairment reversals of £51.0m relating to the
on-going UK store estate programme {last year: £83.4m (restated)). These sto-es were impaired to their 'value in use’ recoverable
arnaunt of £289.0m, which is their carrying value at year end., The impairment charge relates to the store clasure progracnme and
has been recognised within adjusting itemns (see note 5).

Where the planned closure date for a store is outside the three-year plan peried, no growth rate is applied. The rate used to discount
the forecast cash Flows for UK stoves is 8.6% (last year: 8.1X).

As disclosed in the accounting policies {(note 1), the cash flows used within the mpairment models for the UK store estate programme
are based pn assumptions which are sources of estimatian uncertainty and small movements in these assumptions could lead to
further impairments Management has perfarmed sensitivity analysis on the key assumptions in the impairment modet using
reasonably possible changes in these key assumptions across the UK store es:ate programme,

Adelay of 12 months inthe probable date of each store exit wauld resytt in 8 decrease in the impairment charge of £36 8m. ASK.
reductionin planned salesin years 2 and 3 (where relevantywould resultin an ncreasein the impairment charge of £22.9rn, Naithera
50 basis point increase in the discount ratd, a 20 basis point reduction in manggemaent gross margin during the pariod of trading nora
2K increase ini the costs associated with exiting & store would result in a significant increase to theimpairrnent chargs, individually or
in combination with the other raasonably possible scenarios considered.

Impairments - Internationsl stores
During the year, the Group has recognised an impairment charge of £9.0min reland and £G.2miin the Czech Republic as a result of
storeimpairment testing (last year: £nil).

For Irish and Czech Republic stores, cash flows beyond the three-year period are extrapolated using a long-term growth rate of
OK. The rate used ta discount the forecast cash Flows for Insh stores is 14.1% flest year: 10.0X)and for Czech Republic storesis 12.4%
(last year: 10.7%).

As disciosed in the accounting policies {note 1}, the £ash flows used within theimpairment moded are based an assurnptions which
are sources of estimation uncertainty and small movements in these assumptions could lead to further impairments. Managemant
has performed sensitivity analysis on the key assumptions in the impairment modat using reasonably pessibla changes in these
key assumptions,

For Irish stores, a reduction in sales of 5% from the three-year plan in years 2 and 3 ta reflect a potential recession would resuit in
2nincrease inthe impairment charge of £6,5m. Reasonably possible changes in ather key assumptions, intiuding a 20 basis point
reduction in gross prefit margin throughout the plan pericd, a 50 basis point ‘ncrease in the discount rate or a 1% fall in sales combined
with a 10 basis point fall in gross profit margin would not result in a sigaificant increase to the impairment charge. Reasonably possible
changas in key assumptions for Czech Republic stores do not lead to a signifizant increase in the impairment charge.
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16 OTHER FINANCIAL ASSETS

2020 2019
£m £m
Non-current
Unlisted investments 9.7 99
Current
Short-term investments' n7? 141.8

I Includes £5.8m (last year: £5.0m) of money market deposits held by the Marks and Spencer plcin anescrowaccount.

Upon transition ta IFRS 9, non-current unlisted investments were irrevocably designated as fair value through other comprehensive
income. Other financial assets are measured at fair value with changes in their value taken to the income statement.

17 TRADE AND OTHER RECEIVABLES

2019
2020 {Restated)
im £m
Non-current
Trade receivables 0.2 0.
Lease receivables - net 69.2 723
Other receivables 2.2 2.0
Prepayrents 191.0 198.6
262.6 2730
Current
Trade receivables 150.8 121.8
Less: provision for impairment of receivables {4.0) (3.2)
Trade receivables - net 146.8 18.6
Lease receivables - net [A] 0.2
Other receivables 41.0 305
Prepayments 848 89.6
Accrued income 25.3 28.3
298.0 267.2

The directors consider that the carrying amount of trade and other receivabies approximates their fair value. These balances are
subject to an assessment of expected credit loss (see note 21). Included in accrued income is £17.4m {last year: £21.9m) of accrued
supplier income relating to rebates that have been earned but not yet invoiced. Supplier income that has been invoiced but not yet
settled against future trade creditor balances is included within trade creditors where there is a right to offset. The remaining amount
is immaterial. The impact on inventory is immaterial as these rebates relate to food stock which has been sold through by the year end.

The maturity analysis of the Group’s lease receivables is as follows:

2020 2019
£m £m
Timing of cash flows
Within one year 7.1 1.2
Between one and two years 47 35
Between two and three years 4.7 4.8
Between three and four years 4.7 4.8
Between four and five years 4.7 4.8
More than five years 135.0 144.5
Total undiscounted cash flows 160.9 163.6
Effect of discounting (86.9) (91.1}
Present value of lease payments receivable 74.0 725
Less: provision for impairment of receivables 4.7) -
Net investment in the lease 69.3 725
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

18 CASH AND CASH EQUIVALENTS

Cash and cash equivalents are £248.4m (last year: £285.4m). The carrying amount of these assets approximates their fair value.

The effective interest rate on short-term bank deposits is 0.42% (Last year: 0.74%). These Geposits have an average maturity of 3 days
(last year: 9 days).

19 TRADE AND OTHER PAYABLES

2019
2020 {Restated)
£m fm
Current

Trade and other payables 943.2 '904,2
Social security and other taxes 64.4 43.7
Accruals 379.3 4424
Deferred incorne 395 34)
1,426.4 1,424 4

Non-=current
Other payables 206.6 30
Deferred income 16.0 126
2226 15.6

Included within non-current other payables is £202.4m (last year: £nil) of contingent consideration relating to the investment in
QOcado Retail Limited. See note 30 for further details.

A contract liability arises in respect of gift cards and voucher schemes as payment has been received for a performance obligation
which will be performed at a later point in time_Included within trade and other payables are gift card/voucher scheme liabilities:

2020 2018

£m Em
Cpening balance 186.9 199.4
Issues 423.8 413.6
Released to the income statement (429.9) (426.)
Closing balance 180.8 186.9

The Group operates a number of supplier financing arrangements, under which suppliers can obtain accelerated settlermnent on
invoices from the finance provider. This is a form of reverse factoring which has the objective of serving the Group’s suppliers by
giving them early access to funding. The Group settles these amounts in accordance with each supplier’s agreed payment terms.

The Group's trade payables balance inctudes £215.6rm {last year: £200.0m) relating to payrments due to M&S suppliers under these
arrangements. The substance of the contractual terms of the arrangements do not differ to those under the original contract and
therefore the Croup considers the amounts owed to the finance provider are akin to amounts owed to the supplier. Curing the year
ended 28 March 2020, the arrangements were used by 157 supptiers (Last year: 183 suppliers), with a maximum facility available of
£299.0m (Last year: £381.0m).
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20 BORROWINGS AND OTHER FINANCIAL LIABILITIES
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2019
2020 {Restated)
im Em
Current
Bank loans and overdrafts 84.3 723
Lease liabilities 197.2 1816
6.125% £400m Medium Term Notes 2019 - 3998
Interest accrued on Medium Term Notes 35. 370
Revaluation of Medium Term Notes® - 37
316.6 694.4
Non-current
6.125% £300m Medium Term Notes 2021’ 299.2 2987
3.00% £300m Medium Term Notes 2023 298.0 2974
4.75% £400m Medium Term Notes 2025'5 3994 3993
3.25% £250m Mediurn Term Notes 20274 2476 -
7.125% US$300m Medium Term Notes 203723 192.1 192.1
Revaluation of Medium Term NotesS 64.8 45.8
Lease liabilities 2,364.8 2,395.2
3,865.9 36285
Total 4,182.5 43229
1. These notes arelsfued under Marksand Spencer plc's £3bn Evuropean Medium Term Not: and all payinterest annually.
; USS!OO:?‘ Aedi T::r:'l;l:')ti ..‘mual.l! o sterling (fixed-to-fixed cross currentyinterest rate swaps).
4. InJuly 2019,3 E250m 3.25% Medium Term Note wasissued whichmaturesin July 2027.
5. TheGroupoccasionally entersintointerest rate swaps to manage interest rate exposure. At year end, £175m{last year: E375m)was swapped from ficed to Aoating rate.
6. Revaluation consists of Fair value hedge adjustment of £13.6m (Last year: £13.8m)and forei ion of the 7.125% US5300m Medium Term Notes 2037
of E50.8m (last year: £35.6m).
Leases
From 31 March 2019, the Group has adopted IFRS 16 Leases. Refer to notes 1 and 29 for the accounting policy and restatements
respectively. The lease liabilities recognised on adoption of the new leasing standard are reflected in borrowings.
The Group also has certain leases with lease terms of 12 months or less and leases of assets with low values, The Group applies
the “short-term lease" and "lease of low-value assets® recognition exemptions for these leases.
Set out below are the carrying amounts of lease liabilities and the movements during the period.
209
2020 (Restated)
Im £m
Opening Llease liabilities 2,576.8 2,5899
Additions 2041 150.4
Interest expense relating to lease liabilities 141.3 148.2
Payments (335.7) {312.7}
Disposals {25.7) -
Exchange difference 1.2 1.0
2,562.0 2,576.8
Cuirent 197.2 1816
Non-current 2,364.8 2,395.2
The maturity analysis of lease liabilities are disclosed in note 21 {a).
The following amounts were recognised in profit or Loss:
2019
2020 {Restated)
£m Em
Expenses relating to short-term ieases 1.0 0.2
Expenses relating to low-value assets 2.4 4.
Expenses relating to variable consideration 6.0 46
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21 FINANCIAL INSTRUMENTS

Treasury policy

The Group operates a centralised treasury function to manage the Group's funding requirements and financial risks in line with the
Board-approved treasury policies and procedures, and their delegated authorities.

The Group’s financial instruments, cther than derivatives, comprise borrowings, cash and liquid resources and various items, such as
trade receivables and trade payables that arise directly from its operations. The main purpose of these financialinstruments is to
finance the Croup’s operations.

The Group treasury functior also enters inta derivative transactions, principally interest rate swaps, cross-currency swaps and forward
currency contracts. The purpose of these transactions is to manage the interest rate and foreign currency risks arising from the
GCroup’'s operations and financing.

It rernains the Group's policy not to hold or issue financial instruments for trading purposes, except where financial constraints
necessitate the need to liquidate any outstanding investments. The treasury function is mmanaged as a cost centre and does not
engage in speculative trading.

Financial risk management

The principat financial risks faced by the Group are liquidity and funding, interest rate, foreign currency and counterparty risks.
The policies and strategies for managing these risks are summarised on the following pages:

{a) Liquidity and funding risk

The risk that the Group could be unable to settle or meet its obligations as they fall due:

- The Group’s funding strategy ensures a mix of funding sources offering sufficient headroom, maturity and flexibility,
and cost-effectiveness to match the requirements of the Group.

— Marks and Spencer plc is financed by a combination of retained profits, bank borrowings, Medium Term Notes and committed
syndicated bank facilities.

- Operating subsidiaries are financed by a combination of retained profits, bank borrowings and intercompany loans.

At year end, the Group had a committed syndicated bank revolving credit facility of £1.1bn set to mature on 15 April 2023. The facility
contains only one financiat covenant, being the ratio of earnings before interest, tax, depreciation and amortisation; to net interest
and depreciation on right-of-use assets under IFRS 16. The covenant is measured semi-annually. The Group was not in breach of this
covenant at the reporting date.

Due to uncertainty around the ramifications of the Covid-19 pandemic on the reported covenant, format agreement has been reached
with the lending syndicate of banks to substantially reiax or remove the covenant conditions for the tests arising in September 2020,
March 2021, and September 2021.

The Group also has a number of uncommitted facilities available toit. At year end, these amounted to £50m (last year: £100m), all of
which are due to be reviewed within a year. At the balance sheet date, a sterling equivatent of £nil {last year: £nil} was drawn under the
committed facilities and £ nil ({ast year: £nil) was drawn under the uncommitted facilities.

In addition to the existing borrowings, the Group has a Euro Medium Term Note programme of £3bn, of which £1.3bn {last year: £1.4bn)
was in issuance as at the balance sheet date.

As part of the Ocado Retail Limited investrment, Ocado Retail Limited entered into a £30m, three-year revolving credit facility.
Along with Ocado Croup Plc, the Group has provided a parent guarantee to cover 50% of the £30m revolving credit facility provided
by BNPP to Ocado Retail Limited.
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The contractual maturity of the Croup’s non-derivative financial liabilities (excluding trade and other payables of £1,529.1m
(tast year: £1,349.6m) (see note 19} and derivatives is as follows:

Partnership Total borrowings
liability to the and other

Marks & Spencer financiat Total derivative
Bankloans and Medium Term  Lease liabilities UK Pension liabilities  Cashinflowon Cash outflowon assetsand
overdrafts Notes (Restated) Scheme (note 12) (Restared) derivatives' derivatives' liabilities
Em £ Em £m Em £Em £m £Em
Timing of cash flows
Within one year (72.3) (487.2) (312.2) {71.9) {943.6) 1,591.0 {1,564.6) 26.4
Between one and )
two years - (62.7) (320.4) {9 (455.0) 2286 (217.0) n6
Between two and
five years - {751.3) (846.4) (143.6) (1,741.3) 2824 (241.4) 4H.0
More than five years - {B95.5) (3,814.7) - (4,710.2) 2308 (191.5) 393
{(72.3} (2196.7) (5.293.7) (287.4) {7.850.1) 23328 {2,214.5) 183
Effect of discounting - 5724 2,169 15.0 33043
At 30 March 2019 {72.3) (1,624.3) {2,576.8) (272.4) {4,545.8)
Timing of cash flows
Within one year {84.3) {71.9) (340.2) ({71.9) (568.3) 1,972.0 £1,898.0) 74.0
Between one and
two years - {(371.9) {329.4) {Nn.9) (773.2) 183.5 {167.2) 16.3
Between two and
five years - {451.6) (834.2) (71.9) {1,357.7} 296.8 (238.4) 58.4
More than five years - {1,164.0) {3,674.2) - {4,838.2) 235.3 {188.3) 47.0
Total undiscounted
cash flows (84.3) {2,059.8) {5,178.0) {215.7) (7,537.4) 2,687.6 (2,491.9) 195.7
Effect of discounting - 523.2 2,616.0 83 3,147.5
At 28 March 2020 (84.3) {1,536.2) {2,562.0) (207.4) {4,389.9)
1. Derivative cash flows pre disclosed on a gross basis and comparative amounts have beenadjusted toreftect this.
(b) Counterparty risk

Counterparty risk exists where the Group can suffer financial loss through the default or non-performance of the counterparties
withwhom it transacts.

Exposures are managed in accordance with the Group treasury policy which timits the value that can be placed with each approved
counterparty to minimise the risk of loss. The minimum long-term rating for all counterparties is iong-term Standard & Poor’s
(S&P)/Moody's A-fA3 (BBB+/Baal for committed lending banks). In the event of a rating by one agency being different from the other,
reference will be made to Fitch to determine the casting vote of the rating group. In the absence of a Fitch rating the lower agency
rating will prevail. Limits are reviewed regularly by senior management. The credit risk of these financial instruments is estimated as
the Fair value of the assets resulting from the contracts.
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The below credit ratings are at the reporting date. Senior management performs a daily review of all counterparty positions and as of
May 2020 there have been no breaches to any counterparty limits.

Annual Report & Financial Statements 2020 153



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

21 FINANCIAL INSTRUMENTS CONTINUED

The table below analyses the Group's short-term investments and derivative assets by credit exposure excluding bank balances,

store cash and cash in transit.

Credit rating of counterparty

AAA AAe AA AA- Ae A A- BBB+ Totat

Em Ern £m Em Emn £m £m Em Em

Short-term investments' - - ~ 16.4 168.3 839 - 0.7 269.3
Net derivative assets? - - - 16.9 21.0 n.g - 0.3 50.0
At 30 March 2019 - - - 33.3 1893 957 - 10 319.3
AAA Ak AA AA- A A A BBB. Total

£m £m £m £m £m £m £m £m om

Short term investments' - - - 42.4 59.4 157 - 3.6 AR
Net derivative assets? - - - 79.2 66.2 26.8 - - 172.2
At 28 March 2020 - - - 121.6 125.6 42.5 - a6 293.3

1. Includes cashondeposit and money market funds held by Marks and Spencer Scottish Lirnited Partnership. Marks and Spencer plc and Marks and Spencer General Insurance.
Excludes cashinhand and in transit £13%.0m {last year: £157.9m).
2. Standard & Poor’s equivalent rating shour as reference to the majority credit rating of the counterparty from either Stardard & Poor’s, Moody's or Fitchwhere applicable.

The Croup has a very low retail credit risk due to transactions principally being of high volume, low value and short maturity.

The maximum exposure to credit risk at the balance sheet date was as follows: trade receivables £150.8m (last year: £121.8m),
lease receivables £69.3m (last year: £72.5m), other receivables £43.2m {last year: £32.5m), cash and cash equivalents £248.4m
(last year: £285. 4m}and derivatives £172.2m (last year: £50.0m). :

impairment of financial assets

The credit risk management practices of the Group include internal review and reporting of the ageing of trade and other receivables
by days past due by a centratised accounts receivable function, and grouped by respective contractual revenue stream, along with
liaison with the debtors by the credit control function.

The Group applies the IFRS 9 simplified approachin measuring expected credit losses which use a lifetime expected credit loss
allowance for all trade receivables and lease receivables.

To measure expected credit losses, trade receivables have been grouped by shared credit risk characteristics along the lines of
differing revenue streams such as international franchise, food, UK franchise, corporate and sundry. as well as by geagraphical
location and days past due. In addition to the expected credit losses calculated using a provision matrix, the Group may provide
additional provision for the receivables of particular customers if the deterioration of financial position was observed.

The expected loss rates are determined based onthe average write-offs as a proportion of average debt over a period of 36 months
prior to the reporting date. The historical loss rates are adjusted for cusrent and forward-looking information where significant.

The Group considers CDP growth, unemployment, sales growth and bankruptcy rates of the countries in which goods are sold .

to be the most relevant factors and, where the impact of these is significant, adjusts the historical loss rates based on expected
changes in these factors.

The forward-looking macro-economic data incorporated into the UX and International calculations represented the best available
relevant information at the reparting date. This resulted in increased provisions for the financial year by £0.9m to reflect a lower
expected recovery of trade receivables.

Histarical experience has indicated that debts aged 180 days or over are generally not recoverable. The Group has incorporated this
into the expected loss model through a uniform loss rate for ageing buckets betow 180 days dependent on the revenue stream and
country and providing for 100% of debt aged over 180 days past due. Where the Group specifically holds insurance or holds the legal
right of offset with debtors which are also creditors, the loss provision is applied only to the extent of the uninsured or net exposure.

Trade receivables are written off when there is no reasonable expectation of recovery. Indicators that there may be no reasonable
expectation of recovery include the failure of the debtor to engage in a payment plan, and failure to make contractual payments
within 180 days past due.
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Impairment losses on trade receivables are presented as net impairnnent losses within operating profit and subsequent recoveries are
credited to the same line item:.

Upto 30days 31-60 days 61-90 days 91-1B0 cays 181 days ormore
Current pastdue pastdue past due past due past due Total
Az at 30 March 2019 fm £m fm Em £m £Em £m
Gross carrying amount -
trade receivables 1.9 39 0.8 1.6 1.7 19 121.8
Expected loss rate 0.51% 2.69% 6.49% 1.34% 20.41% 100.0% 2.62%
Lifetime expected credit loss 05 01 0.1 0.2 04 19 32
Net carrying amount M.4 38 0.7 14 1.3 - Nn8.6
Up to 30 clays N-60days 61-80 days 9N-180 days 181 days or mors
Current past dus pastdus past due past due pastdue Total
As at 28 March 2020 Em Em £m &m £m Em £&m
Gross carrying amount -
trade receivables 122.7 19.6 1.7 0.4 0.5 0.9 150.8
Expected loss rate 1.59% 2.63% 24.60% 3.75% 29.22% 100.0% 2.67%
Lifetime expected credit loss 2.0 0.5 0.4 - 0.2 0.9 4.0
Net carmying amount 125.7 19.1 1.3 0.4 0.3 - 146.8

The closing loss allowances for trade receivables reconciles to the opening loss allowances as follows:

2020 2019
Trade receiabl d10ss provisi Em £m
Opening loss allowance as at 31 March 2019 3.2 10
Increase in loss allowance recognised in profit and loss during the year 0.9 2.4
Receivables written of f during the year as uncollectable {Q.1) {0.2)
Closing loss allowance as at 28 March 2020 4.0 3.2
The closing loss allowances for lease receivables reconciles to the opening loss allowances as follows:

2020 208
Lease recejvables expected loss provision £m Em
Opening loss allowance as at 31 March 2019 - -
Increase in loss allowance recognised in profit and loss during the year 4.7 -
Receivables written off during the year as uncollectable - -
Closing loss allowance as at 28 March 2020 4.7 -

The provision for other receivables is highly immaterial (it can be quantified) and therefore no disclosure is provided.
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{c) Foreign currency risk

Transactional foreign currency exposure arises primarily from the import of goods sourced from overseas suppliers and also from
the export of goods from the UK to overseas subsidiaries. The most significant exposure is to the US dollar, incurred in the sourcing
of Clothing & Home products from Asia.

Group Treasury hedges these exposures principally using forward foreign exchange contracts progressively based on dynamic
Forecasts from the business. Hedging begins around 15 months ahead of the start of the season, with between 80% and 100% of the
risk hedged nine months before the start of the season.

Other exposures arising from the export of goods to overseas subsidiaries are also hedged progressively over the course of the
year before they are incurred. As at the balance sheet date, the gross notional value in sterling terms of forward foreign exchange
sell or buy contracts amounted to £1,872.9m (last year: £1,755.6m) with a weighted average maturity date of 11 months {last year:
seven months).

Gains and losses in equity on forward foreign exchange contracts designated in cash flow hedge relationships as at 28 March 2020
will be reclassified to the income statement at various dates over the following 18 months (last year: 17 months) from the balance
sheet date. :
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The foreign exchange forwards are designated as cash flow hedges of highly probable forecast transactions. Both spot and forward
points are designated in the hedge relationship, under IFRS 9 the currency basis spread may be excluded from the hedge relationship
and recognised in other comprehensive income —cost of hedging reserve. The change in the Fair value of the hedging instrument, to
the degree effective, is deferred in equity and subsequently either rectassified to profit or loss or removed From equity and included
in the initial cost of inventory as part of the “basis adjustrnent”. This will be realised in the income statement once the hedged item

is sold,

As aresult of the decline in expected sales resulting from the Covid-19 pandemic and the related store closures, the Group has
reviewed the FX hedging portfolio to confirm whether the underlying transactions remain highty probable. Any identified instance
of over-hedging or ineffectiveness would result in immediate recycling to the income staternent. A change in the timing of a forecast
itern does not disqualify a3 hedge relationship nor the assertion of “highly probable” as there remains an economic relationship
between the underlying transaction and the derivative. In accordance with the Group's treasury policy, hedges are entered into

by business line and by season. At the time of reporting, management had identified over-hedging in Clothing & Horne stock
purchases resulting in & gain of £2.9min profit and loss this financial year.

The foreign exchange forwards are recognised at fair value. The Group has considered and elected not to apply credit/debit valuation
adjustments, owing to their relatively short dated nature. The risks at the reporting date are representative of the financial year.

The Group also holds a number of cross-currency swaps to designate its fixed rate US dollar debt to fixed rate sterling debt. These

ave reported as cash flow hedges. The change in the fair value of the hedging instrument, to the degree effective, is retained in other
cornprehensive income, segregated by cost and effect of hedging. Under IFRS 9, the currency basis on the cross-currency swaps are
excluded from the hedge designation and recognised in other comprehensive income - cost of hedging reserve. Effectiveness is
measured using the hypothetical derivative approach. The contractual terms of the cross-currency swaps include break clauses every
five years which allow for the interest rates to be reset (last reset Decernber 2017). The hypothetical derivative is based on the original
critical terms and so ineffectiveness may result. In order to more closely align the hedging instrument with the original hypothetical
the Croup successfully renegotiated the cross-currency swaps portfolio during the year, receiving £7.7m cash settlement from the
counterparty banks, and increasing the average pay fixed CBP leg from 7.3% to 7.5%.

The cross-currency swaps are recognised at fair value. The inclusion of credit risk on cross-currency swaps will cause ineffectiveness
of the hedge relationship. The Group has considered and elected to apply credit/debit valuation adjustments, owing to the swaps’
relative materiality and longer dated nature.

The Croup also hedges foreign currency intercomnpany loans where these exist. Forward foreign exchange contracts in relation to the
hedging of the Group’s foreign currency intercompany loans are designated as fair value through profit and (oss. The corresponding
fair value movement of the intercompany loan balance resulted in a £3.4m gain (last vear; £3.9m gain}in the incormne statement. As at
the balance sheet date, the gross notional value of intercompany loan hedges was E157.0m (last year: £129.0m).

After taking into account the hedging derivatives entered into by the Group, the currency and interest rate exposure of the Group's
financial liabilities, excluding short-term payables and the liability to the Marks & Spencer UK Pension Scheme, is set out betow:

2020 2019

(restated)
Fixead rate Floating rate Total Fixed rate Floating rate Total
£m £m £Em Em © Em £m

Currency
Sterling 3,672.2 274.4 3,946.6 3,646.4 447.2 4,093 6
Euro 109.8 - 109.8 N0.9 - 1109
Other 126. - 126.1 118.4 - 184
3,908.1 274.4 4,182.5 38757 4472 4,3229

The floating rate sterling borrowings are linked to interest rates related to LIBOR, mainly for periods of six months.

As at the balance sheet date and excluding lease liabilities, post-hedging the GBP and USD fixed rate borrowings are at an average rate
of 4.B% (last year: 4.8%) and the weighted average time for which the rate is fixed is six years (Last year: five years).

There were no significant changes in hedge accounting when compared with the prior year.
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(d} interest rate risk
The Group is exposed to interest rate risk in relation to sterling, US dollar and euro variable rate financial assets and liabilities.

The Group's policy is to use derivative contracts where necessary to maintain a mix of fixed and floating rate borrowings to manage
this risk. The structure and maturity of these derivatives correspond to the underlying borrowings and are accounted for as fair value
or cash flow hedges as appropriate.

At the balance sheet date, fixed rate borrowings amounted to £3,908.)m (last year: £3,875.7m} representing the public bondissues and
lease liabilities, amounting to 93% (tast year: 90%) of the Group's gross borrowings.

The effective interest rates at the balance sheet date were as follows:

2020 201

% %

Committed and uncommitted borrowings N/A N/A
Medium Term Notes 4.6% 4.8%
Leases 5.5% 5.6%

The interest rate swaps are recognised at fair value. The Group has considered and elected to apply credit/debit valuation adjustments,
owing to the swaps' relative materiality and longer dated nature. The contractual terms on £150m of the £175m notional of interest

rate swaps relating to the 2025 debt allow for early termination every five years (next optional termination date April 2023). Variable
interest periods on the pay legs are six-monthly compared with 12-monthly on the receive fixed legs and related debt. This will cause
ineffectiveness of the hedging relationship.

The Group is exposed to CBP LIBOR within a fair value hedge accounting relationship, which is subject to interest rate benchmark reform.

The Group has closety monitored the market and the output from the various industry working groups managing the transition to new
benchmark interest rates. This includes announcements made by LIBOR regulators (including the Financial Conduct Authaority (FCA))
regarding the transition away frorm GBP LIBOR to the Sterling Overnight Index Average Rate (SONIA}. The FCA has made clear that,

at the end of 2021, it will nolonger seek to persuade, or compel, banks to submit to LIBOR.

In respanse to the announcements, the Group has identified where LIBOR exposures are within the business and will prepare and
deliver an action plan to enable the smooth transition to alternative benchmark rates under the governance of the Head of Treasury.
The Group aims to have its transition and fallback plans in place by the end of 2020.

For the Group’s derivatives, the International Swaps and Derivatives Association’s (ISDA) fali-back clauses were made available at the
end of 2019 and the Croup will begin discussions with its banks with the aim of implementing this language into its ISCA agreements.

Below are details of the hedging instruments and hedged itermns in scope of the IFRS 9 amendments due to interest rate benchmark
reform. The terms of the hedged items listed match those of the corresponding hedging instruments.

Huadge type Instrument type Maturing in Nominal Hedged item

Fair value hedge Pay six-month GBPLIBOR, 2025 £175m Sterling Fixed rate issued
receive sterling fixed debt of the same maturity
interest rate swaps and nominal of the swap

The Group will continue to apply the amendments to IFRS 9 until the uncertainty arising from the interest rate benchmark reforms
that the Croup is exposed to ends. The Group has assumed that this uncertainty will not end until the Croup's contracts that reference
LIBORs are amended to specify the date on which the interest rate benchmark will be replaced, the alternative benchmark rate and the
relevant spread adjustment. This will, in part, be dependent on the introduction of fallback clauses which have yet to be added to the
Group's contracts and the negotiation with lenders.
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Derivative financial instruments

The below table illustrates the effects of hedge accounting on the consolidated statement of financial position and consolidated
income staternent through detailing separately by risk category and each type of hedge the details of the associated hedging

instrument and hedged item.

30 March 2019
Current. Non-Curvent
Forward foreign Forward foreign Forward foreign
exchange exchange Interest Cross-currancy hangy . 4
contracts contracts fate swaps Swaps COMTacts rate swaps
Em £m Em £m fm £m
Hedging risk strategy Cash flow Hetd for Fair value Cash flow Cash flow Fair value
hedges trading hedges hedges hedges hedges
Notionatfcurrency legs 14236 1290 2000 193.5 2030 V750
Carrying amount assets/(liabilities) 274 03 53 4.0 {1.6) 4.6
Maturity date toMar 2020 toMar 2020 Dec 2019 Dec 2037 toSep 2020 Jun 2025
Hedge ratio 100% 100% 100% 100% 100% 100%
Description of hedged item Highly Inter- GBPfixed USD fixed rate Highly GBP fixed
probable company rate borrowing probable rate
transactional loans/ borrowing transactional borrowing
FX exposures deposits FX exposures
Change in fair value of hedging 959 (1.5) (5.0) (79) 20 05
instrument!
Change in fair value of hedged item (95.9) 54 5.0 44 2.0y (Q.8)
used to determine hedge effectiveness
Weighted average hedge rate for the year GBP/EUR 112, N/A 3.4% 7.3% GBPEUR 112, 32%
CBF/USD1.35 GBP/USD 1.32
Amounts recognised within finance - 39 - (35) - o)
costs in profit and loss
Balance on cash flow hedge reserve at (12.8) N/A N/A (8.4} 1.7 N/A
30 March 2019
Balance on cost of hedging reserve at - N/A N/A (14.6) - N/A
30 March 2019
28 March2020
Current Non-current
Forwardforeign  Forward forsign Forward forsign
exchange exchanga [~ ncy 9 Interest
contracts contracts rats swaps swaps contracts rote swaps
£m £m £m £m £m £m
Hedging risk strategy Cashflow Held for Fair value Cash flow Cash flow Fair value
hedges trading hedges hedges hedges hedges
Notional/currency legs 1,699.3 157.0 - 193.5 173.6 175.0
Carrying amount assets/{liabilities) 60.8 (0.3) - 83.8 9.5 18.4
Maturity date toFeab 2021 toOct2020 - Dec 2037 to Aug 2021 Jun 20258
Hedge ratio 100% 100% - 100% 100% 100%
Description of hedged item Highly Inter- GBP fixed USD fixed Highly GBPfixed
probable company rate rate probabty rate
transactional loans/ borrowing borrowing transactional  borrowing
FXexposures deposits FX exposures
Change in fair value of hedging 334 (0.6) - 79.7 1.1 18
instrument’
Change in fair value of hedgeditem (30.5) 4.0 - (79.7) m.a (3.8)
used to determine hedge effectiveness’
Weighted average hedge rate for the year GBP/USD1.3, N/A - 7.5% GBP/USD1.32, 3.3%
GBP/EUR LIS GBP/EUR1IS
Amounts recognised within finance 29 34 - 5.9 - -
costs in profit and loss
Balance on cash flow hedge reserve at {37.3) N/A N/A {40.1) {9.8) N/A
28 March 2020
Balance on cost of hedging reserve at - N/A N/A 0 - N/A
28 March 2020

). The £(C.6)m fa.rvalue chbﬂge represented in the fair value movemaent of the forward contracts under the held for trading strategy is used to economically hedge for certain

interc

that

2. The£5.9magainrep s previously G hedgei iy
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28 March 2020 30 March 2019
Notional value Fair valus National value Fair value
Assets Linbilities Asssts Liabilities Assets Liabilities Assets Liabilithes
£m £m £m £m Em £m Em Em
Current
Forward foreign -cash flow 1,385.0 314.3 7.0 {10.2) 1,073.8 3498 343 {6.9)
exchange contracts hedges
-held for 61.9 95.1 25 (2.8) 539 751 07 (0.4)
trading
Interest rate swaps - fair value - - - - 200.0 - 53 -
hedges
1,446.9 409.4 735 {13.0) 132727 4249 403 (7.3)
Non-current
Cross currency swaps -cash flow 1935 - 818 - - 193.5 47 (0.7)
hedges
Forward foreign -cash flow 1531 20.5 10.2 0.7) 848 ns.2 0.5 (21)
exchange contracts hedges
Interest rate swaps - fair value 175.0 - 18.4 - 175.0 - 146 -
hedges
521.6 20.5 n2.4 (0.7) 2598 mz 198 (2.8)
The Group's hedging reserves disclosed in the consolidated statement of changes in equity, relate to the following hedging instruments:
Cost of Cost of Tatal
hedging  hedging costof  Hedge  Hedge  Hedge Total
reserve FX teserve  Deferred  hedging reserveFX resefrve reserve  Deferred hedge
derivatives CCIRS tax  reserve defivatives CCIRS  gilttocks tax  roserve
£m £ im £im Em £m £m £m £m
Opening balance 1 Aprit 2018 0.8 (i3.9) 24 (10.0) 575 359 0.4 (17.8) 76.0
Add: Change in Fair value of hedging instrument
recognised in OCI - - - - (1.3 (19.2) - - (130.5)
Add: Costs of hedging deferred and recognised ”
in OCI? {0.8) {0.7) - 1.5) - - - - - z
Less: Reclassified to the cost of inventory - - - - 427 - - - 42.7 g
Less: Reclassified from OCI to profit or loss - - - - - 15.8 - - 15.8 =
Less: Reclassified from QCl to profit or loss — 4
included in finance costs - - ~ - - 0.4 (0.2) 10.4 10.6 z
Less: Deferred tax - - 05 0.5 - -~ - - - E
Closing balance 30 March 2019 - {14.6) 2.9 {.7) My 329 0.2 {7.4) 14.6 =
Opening balance 31 March 2019 - (14.6) 29 {11.7) [QA)] 329 0.2 (7.4) 14.6
Add: Changein fair value of hedging instrument
recognised in OCI - - - - {59.2) (88.6) - - (147.8)
Add: Costs of hedging deferred and recognised
inQCI - 75 - 7.5 - - - - -
Less: Reclassified to the cost of inventory - - - - 2.8 - - - 21.8
Less: Reclassified from OCl to profit or loss —
included in finance costs - - - - 29 15.6 Q. - 18.4
Less: Deferred tax - - (1.5) {1.5) - - - 244 24.4
Closing balance 28 March 2020 - {71) 1.4 (5.7) (45.6) (40.1) 0.1 170 (68.6)

1. Cross—c ¥i rate swaps.
2. Cthercomprehensive income.
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Inincorporating the effects of the Covid-19 pandemic on the Group forecast hedged transactions, managerent has identified some
resulting over-hedging in Clothing & Home stock purchases. The portion transferred from the cash flow hedge reserve and recognised
in profit or toss in relation to forecast purchases nolonger expected to oceur amounts to a £2.9m gain (Last year: £nil). The applicable
cash ftow hedges have been discontinued prospectively; derivatives with the notional value of US$76.6m will be subsequently
accounted for at fair vatue through profit and loss.

The Croup holds a number of interest rate swaps to designate its sterling fixed debt to floating debt. These are reported as fair value
hedges (see note 20 For details of fair value adjustment). The ineffective portion recognised in profit or loss that arises from fair vatue
hedges amounts to a £nil gain or loss (last year: £0.3m gain}as the gain onthe hedged items was £3.8m (last year: £4.6m gain) and the
movement on the hedging instruments was £3.8m loss (last year: £4.5m loss).

Movement in hedgeditems and hedging instruments mszr: nz)::
Net Lloss in fair value of interest rate swap {3.8) (4.5)
Net gain on hedged items 3.8 4.6
Ineffectiveness - 01

The Croup holds a number of cross-currency interest rate swaps to designate its USD to GBP fixed debt. These are reported as cash
flow hedges. Nilineffectiveness (Last year: £3.5m loss) was recagnised in the profit and loss arising from the cash flow hedge amounts
as the less on the hedged items was £79.7m (last year: £4.4m gain} and the movement on the hedging instruments was £79.7m gain
(Last year: £7.9m loss). A gain of £5.9m was recognised in the profit and loss as previously realised ineffectiveness reversed out.

Movemaent in hedged items and hedginj instruments zﬁ 22:-:
Net gain/{loss}in fair value of cross-currency interest rate swap 79.7 {79}
Net (loss)/gain on hedged items {79.7) 44
Ineffectiveness - (3.5)

Sensitivity analysis

The table belowillustrates the estimated impact on the income statement and equity as a result of market movements in foreign
exchange and interest rates in relation to the Group’s financial instruments, The directors consider that a 2% +/- {last year: 2%)
movement in interest and a 20% +/- (Last year: 20%) movement in sterling against the relevant currency represents a reasonably
possible change. However, this analysis is for illustrative purposes only. The Group believes that these illustrative assumed movements
continue to provide sufficient guidance.

The table excludes financial instruments that expose the Croup tointerest rate and foreign exchange risk where such a risk is fully
hedged with another financial instrument, Also excluded are trade receivables and payables as these are either sterling denominated
or the foreign exchange risk is hedged.

Interest rates The impact in the income statement due to changes in interest rates reflects the effect on the Group's floating rate debt
as at the balance sheet date. The impact in equity reflects the fair value movement in relation to the Group's Cross-currency swaps.

Foreign exchange The impact from foreign exchange movements reflects the change in the fair value of the Group’s transactional
foreign exchange cash flow hedges at the balance sheet date. The equity impact shown for foreign exchange sensitivity retates to
derivatives. This value is expected to be materially offset by the re-translation of the related transactional exposures.

2% decrease in 2% increasein  20% weakening strengthecfion:
interest rates interest rates insterling in sterling
£m £m fm £m
At 30 March 2019
impact on income staterment: gain/(loss) ) 5.4 (4.0) ~ -
Impact on other comprehensive income: {Loss)/gain {4.3) 2.5 2268 {226.8)
At 28 March 2020
Impact on income statement: gain/{loss) 3.1 1.7) - -
impact on other comprehensive income: gain/{loss) 26.8 {19.7) 212.7 {212.7)
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21 FINANCIAL INSTRUMENTS CONTINUED

Offsetting of financial assets and liabilities

The following tables set out the financial assets and financial liabilities which are subject to offsetting, enforceable master netting
arrangements and similar agreements. Amounts which are set off against financial assets and liabilities in the Group's balance sheet
are set out below. For trade and other re¢eivables and trade and other payables, amounts not offset in the balance sheet but which
could be offset under certain circumstances are also set out. To reconcile the amount shown in the tables below to the Statement of
Financial Position, items which are not subject to of fsetting should be included.

Net financial Related
assets; amounts not set
{liabilities) per offinthe
Gross financial  Grass financial staterment of statement of
assets/ (liabilities)/ financial financial
{liabilki=s) Bssets set off position position Net
£m £m £m Em Em
At 30 March 2019
Trade and other receivables 249 (21.7) 3.2 - 3.2
Derivative financial assets : 60.1 - 601 {10.1) 50.0
Cash and cash equivalents 34.8 (34.8) - - -
119.8 (56.5) 633 (10.9) 63.2
Trade and other payables (264.6) .7 {2429) - (242.9)
Derivative financial liabilities {10.1) - (10.0) 10.1 -
Bank loans and overdrafts {107.1) 34.8 (72.3) - (72.3)
{381.8) 56.5 (325.3) 103 (315.2)
i assets] amounts not set
(Uabilities) per offin the
Crossfinancial Grossfinancial of tat: tof
{Uabilities)/ financiat financial
{liabilities) assets sat off pasition position Net
£m Em £m Em - Em
At 28 March 2020
Trade and other receivables 18.6 f14.3) 4.3 - 4.3
Derivative financial assets 185.9 - 185.9 {13.7) 172.2 -
Cash and cash equivaients 13.2 (13.2) - - - Z
217.7 {27.5) 190.2 {13.7} 176.5 w
<
Trade and other payables (272.8) 14.3 (258.5) - (258.5) i
Derivative financial liabilities {13.7) - {13.7) 13.7 - :
Bank loans and overdrafts (97.5) 13.2 {84.3) - (84.3) z
(384.0) 275 (356.5) 13.7 {342.8)

The gross financial assets and liabilities set off in the balance sheet prirnarily retate to cash pooling arrangements with banks.
Amounts which do not meet the criteria for offsetting on the balance sheet but could be settled net in certain circumstances
principally relate to derivative transactions under ISDA agreements where each party has the option to settle amounts on a net
basis in the event of default of the other party.

Fair value hierarchy
The.Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technigue:
— Level I: quoted {unadjusted) prices in active markets for identical assets and liabilities.

- Level 2: not traded in an active market but the fair values are based on quoted market prices or alternative pricing sources with
reasonable levets of price transparency. The Croup's Level 2 financial instruments include interest rate and foreign exchange
derivatives. Fair value s calculated using discounted cash fiow methodology, future cash flows are estimated based on Forward
exchange rates and interest rates (from observatle market curves) and contract rates, discounted at a rate that reflects the credit
risk of the various counterparties for those with a long maturity.

-~ Level 3: techniques that use inputs which have a significant effect on the recorded fair vatlue that are not based on observable
market data.
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21 FINANCIAL INSTRUMENTS CONTINUVED
At the end of the reporting period, the Group held the following financial instruments at fair value:

2020 201
Lewall Leval2 Level 3 Total tevell Level 2 Level3 Total
£m £m om Em £fm Em £m Em
Assets measured at fair value
Financial assets at fair value
through profit or loss
-trading derivatives - 2.5 - 2.5 - 0.7 - 0.7
Derivatives used for hedging - 1834 - 183.4 - 59.5 - 59.5
Short-term investments - n.7 - nz - 141.8 - 141.8
Unlisted investments' - - 9.7 9.7 - - 99 99
Liabilities measured at fair value
Financial liabilities at fair value
through profit or loss
~trading derivatives - (2.8) - {2.8) - {0.4) - {0.4)
- contingent consideration
(see note 30)? - - {202.49) {202.4) - - - -
Derivatives used for hedging - (10.9) - {10.9) - (9.7) - (9.7)

). Therewere no transfers between the levels of the fair value hierarchy. The Group holds £9.7min unlisted equity securities measured at fair value through other comprehensive
income(last year: £9.9m){see note 16) whichis a Leved 3instrument_The fair value of thisinvestment is determined with reference to the net asset value of the entity inwhich the
investment is held, whichin turn derives the majority of its net asset value through a third-party property valuation.

2. The determination of the fair value is based ondiscounted cash i The key asst ions take into consideration the probability of meeting each performance target and the
discount factor, The performance targets are binary and, based on the latest five-year planof Ocado Retai Limited, are expected to be met and therefore the full (discounted)
arnount has been recognised, The discount rates used ranged from 1.7% 10 2.2% and a 0.5% chang e in the discount rates would result in a change in Fair value of £4.5m.

The Marks & Spencer UK Pension Scheme holds a number of financial instruments which make up the pension asset of £10,653.8m

{last year: £10,224.7m). Level 1 and Level 2 financial assets measured at fair value through other comprehensive income amounted

to £6,328 7m (Last year: £7,008.6m). Additionally, the scheme assets include £4,325.)m (last year: £3,216.1m) of Level 3 financial assets.

See note 11 for information on the Group's retirement benefits.

The following table represents the changes in Level 3 instrurnents held by the pension schemes:
020 2008

£m £m
Opening balance 3,216 2,8369
Fair value (loss)/gain recognised in other comprehensive income (130.1) 136.3
Additional investment : 1,239.) 242.9
Closing balance 4,325.1 3,216.1

Fair value of financial instruments

With the exception of the Croup’s Medium Term Notes and the Partnership liabitity to the Marks & Spencer UK Pension Scheme
(note 12), there were no material differences between the carrying value of non-derivative financial assets and financial liabilities
and their fair values as at the balance sheet date.

The carrying value of the Group's Medium Term Notes {Level 1 equivalent) was £1,536.2m (last year: £1,673.8m), the fair value of this
debt was £1,531.4m (last year: £1,724.0m).

Capital policy
The Group’s objectives when managing capital {defined as net debt plus equity) are to safeguard its ability to continue as a going
concern in order to provide optimal returns for shareholders and to maintain an efficient capital structure to reduce the cost of capital.

In doing so, the Croup’s strategy is to maintain a capital structure commensurate with an investment grade credit rating and to retain
appropriate levets of liquidity headroom to ensure financial stability and flexibility. To achieve this strategy, the Croup regularly
monitors key credit metrics such as the gearing ratio, cash flow to net debt and fixed charge cover to maintain this position. In addition,
the Group ensures a combination of appropriate committed short-term liquidity headroom with a diverse and balanced long-term
debt maturity profile. As at the balance sheet date, the Croup's average debt maturity profile was six vears (last year: five years).

As one of several actions taken by rating agencies in response to the Covid-19 pandernic, the Group credit rating was reduced to

Bal (negative watch) with Moody's and BB+ (negative watch) with Standard & Poor’s.

In order to maintain or realign the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital
ta shareholders, issue new shares or sell assets to reduce debt.
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22 PROVISIONS

Property  Restructuring Other 2020 (Restaztgidg)
£m £m £m Em Een
At 30 March 2019 120.5 21.5 3.4 173.4 148.0
Provided in the year -32.7 10.9 0.7 44.3 98.5
Released in the year {65.7) {2.5) {25.0} {93.2) {33.4)
Utilised during the year {15.5) 17.9) .7} (35.1) {67.0)
Exchange differences - 0.6 - 0.6 0.
Discount rate unwind 4.9 - - 4.9 79
Reclassification to trade and other payables (16.9) - - {16.9) 19.8
At 28 March 2020 60.0 12.6 54 780 1734
Analysed as:
Current 215 100.7
Non-current 56.5 727

Property provisions relate to dilapidations primarily arising as a result of the closure of stores in the UK, as part of the UK store estate
strategic programme, together with the centralisation of the London Head Office functions into one building. These provisions are
expected to be utilised over the period to the end of each specific lease (up to 10 years).

Restructuring provisions relate to the estimated costs associated with the International exit strategy and the strategic programme to
transition to a single-tier UK distribution network. These provisions are expected to be utilised within the next year and over the period
of closure of sites.

Other provisions include amounts in respect of potential liabilities for employee-related matters. The release during the year retates
to the finalisation of charges for certain employee-related matters provided for during 2018.

See note 5 for further information on these provisions,

23 DEFERRED TAX

Deferred tax is provided under the balance sheet liability method using the tax rate at which the balances are expected to unwind of
19% as applicable (last year; 19% and 17%) for UK differences and local tax rates for overseas differences. Detaiis of the changes tothe
UK corporation tax rate and the impact on the Group are described in note 7.

The movements in deferred tax assets and liabilities {after the offsetting of balances within the same jurisdiction as permitted by
IAS 12 Income Taxes) during the year are shown below.

Deferred tax assets/(liabilities)

w1
oy
w
w
[
<

—-
W

-
w
Z
[

Land and Capital Other
buildings allowances in Pension shart-termn
temporary excess of temporary temporary Total UK Overseas
differences depreciabon differences differences deferred tax deferredtax Total
- £m £m £m £m Em £m Em
At 1 April 2018 {33.9) (29.3) (208.0) 109.8 (161.4) (3.7) (165.1)
Credited/(charged) to
income statement 38 23.2 {1.6) 12.3 377 5.3 430
Credited/(charged) to equity/
other comprehensive income - - 144 (1.7} 27 (0.2} 25
At 30 March 2019 (30.1) (6.1) {195.2) no.4 (121.0) 1.4 {N9.6)
At 3% March 2019 {30.1) {6.1) {195.2) no.4 {121.0) 1.4 {119.6)
Credited/(charged) to
income statement 1.8 59 (7.1} 9.2 9.8 (2.2} 7.6
Credited/(charged) to equity/
other comprehensive income {196.5) (24.4} {220.9) 0.5 {220.4)
At 28 March 2020 {28.3) {0.2) (398.8) 95.2 (332.1) (0.3} (332.4)

Other short-term temporary differences relate mainly to employee share options, financial instruments and {FRS 16.

The deferred tax liability on tand and buildings temporary differences is reduced by the benefit of capital losses with a gross value

of £335.7m (last year: £321.7m) and a tax value of £63.8m (last year: £61.1m). From 1 April 2020, the UK rules restricting the use of
brought forward losses to 50% of profits or gains in excess of £5m p.a. were extended to include capitat losses. It is considered that
the full benefit of the losses will continue to be recoverable due to the quantum of the gains and the group’s ability to exercise a level
of control over when gains are crystallised. Due to uncertainty over their future use, no benefit has been recognised in respect of
trading losses carried forward in overseas jurisdictions with a gross value of £9.5m (last year: £70.5m) and a tax value of £2.6m

(last year: £14.5m).

No deferred tax is recognised in respect of undistributed earnings of overseas subsidiaries andjoint ventures with a gross value
of £27.0m (last year: £44.5m)unless a material liability is expected to arise on distribution of these earmings under applicable tax
legislation. There is a potential tax liability in respect of undistributed earnings of £2.6m (last year: £2 7mj) however this has not
been recognised on the basis that the distribution can be controlled by the Croup.
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24 ORDINARY SHARE CAPITAL

2020 2019
Shares Em Shares £m

Issued and fully paid ordinary shares of 25p each
At start of year 1,625,000,230 406.3 1,624,757,346 406.2
Shares issued on rights issue 325,009,968 81.3 - -
Shares issued on exercise of share options 49,610 - 242,884 01
At end of year 1,950,059,808 487.6 1,625,000,230 406.3

Issue of new shares

In May 2019, the Company offered a fully underwritten rights issue to existing shareholders on the basis of | share for every 5 fully
paid ordinary shares held. As a result, 325,009,968 ordinary shares with an aggregate nominal value of £81.3m were issued for cash
consideration of £601.3m. Transaction costs of £26.6m were incurred resulting in £493.4m being recognised in share premium.

49,610 {last year: 242,884) ordinary shares having a nominal value of £0.0m (last year: £0.1m) were allotted during the year under the
terms of the Company’s schemes which are described in note 13. The aggregate consideration received was £0.1m (last year: £0.6m).

25 CONTINGENCIES AND COMMITMENTS
A. Capital commitments

2020 2018

£m Em

Cormnmitments in respect of properties in the course of construction 78.7 S0.1
Software capital commitments 8.6 6.8
87.3 96.9

8, Other material contracts

In the event of termination of our trading arrangements with certain warehouse operators, the Croup has a number of options and
commitments to purchase some property, plant and equipment, at values ranging from historical net book value to market vatue,
which are currently owned-and operated by the warehouse operators on the Group’s behalf. These options and commitments would
have an immaterial impact on the Group’s Statement of Financiat Position.

See note 12 for details on the partnership arrangement with the Marks & Spencer UK Pension Scheme,
26 ANALYSIS OF CASH FLOWS GIVEN IN THE STATEMENT OF CASH FLOWS
Cash flows from operating activities

209
2020 (Restated)
£m £m
Profit on ordinary activities after taxation 27.4 453
Income tax expense 398 389
Finance costs 234.5 248.7
Finance income {46.9) (34.8)
Operating profit 254.8 2981
Share of results of Ocado Retail Limited (2.6) -
{Increase)/decrease ininventories {29.3) 73.8
{Increase) in receivables {9.2) {81.7)
{Decrease)/increase in payables {10.0} 69.0
Adjusting items net cash outflows'? {75.4) (99.3)
Depreciation, amortisation and write-offs 632.5 702.6
Non-cash share-based payment expense 18.5 19.2
Cefined benefit pension funding : (37.9) (379)
Adjusting itemns M&S Bank? {12.6) {20.9)
Adjusting operating profit items 3359 4275
Cash generated from operations 1,064.7 1,350.4
1. Excludes £H.3m (last yoar: Enil)of surrender payments included within repay of lease iabilities inthec lidated vt of cash flows relating to leases withinthe

UK store estate prograrmme.

2. Adjustingiterns net cash outfiows relate to tha utilisation of the provisions for International store ctosures and impairments, strategic programme costs associated with the
UK store estate, organisation. operationat transformation, UK togistics, IT restructure, changes to pay and pensions, stare impairments and property charges, GMP and
other pension equalisation, and establishing tha investment in Ocado Retail Limited.

3. Aadjusting iterms MES Bank relates to MBS Bankincome recognised in operating profit offset by chargesincurred in retation to the k is-selling ision, whichis
ancn-cash itemn.
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27 ANALYSIS OF NET DEBT
A. Reconciliation of movement in net debt
Exchange and
other non-cash
AR April 2018 Cash flow movements At 30 March 2019
(Restated) [Reststed) (Restated) {Restated)
£m £m Em Em
Net cashf{debt)
Bank loans, overdrafts and syndicated bank facility (see note 20} (88.4) 1.1 5.0 (72.3)
Less: amounts treated as financing (see below) 517 {46.7) (5.0) -
(36.7) (35.6) - (72.3)
Cash and cash equivalents (see note 18} 2077 779 ©.2) 2854
Net cash per statement of cash flows 171.0 42.3 {0.2) 2131
Current financial assets (see note 16) 13.7 1281 - 1418
Liabilities from financing activities
Bank loans, and overdrafts treated as financing (see above) (51.7) 46.7 50 -
Medium Term Notes (see note 20) {1,622.9) (1.4) (12.5) {1,636.8)
Lease liabilities (see note 20) (2,589.9) 170.1 (157.0) {2,576.8)
Partnership liability to the Marks & Spencer UK Pension Scheme (see note 12) (327.8) 616 - {266.2)
Derivatives held to hedge Medium Term Notes - - 239 239
Liabilities from financing activities {4,592.3) 2770 (140.6) {4.455.9)
Less: Derivative instruments and cash flows related to interest 382 - {12.6) 256
Net debt {4,369.4) 4474 {153.4) (4,075.4)
Exchange and
At 31 March 2019 other non-cash At 28 March
{Restated} Cashflow movements 2020
£m Em £m £m
Net cash
Bank loans, overdrafts and syndicated bank facility (see note 20) (72.3) (12.0) - {84.3)
{72.3) (12.0) - {84.3)
Cash and cash equivalents (see note 18) 2854 {372.5) 0.5 248.4
Net cash per statement of cash flows 031 {49.5) 0.5 164.) 3
Current financial assets (see note 16) 141.8 3on - nz z
Liabilities from financing activities 5
Medium Term Notes (See note 20) {1,636.8) 150.0 {14.3) {1,501.1} ;
Lease liabilities (see note 20} (2,576.8) 2014 {186.6) {2,562.0)} ;‘
Partnership liability to the Marks & Spencer UX Pension Scheme (see note 12) (266.2) 63.5 - {202.7) ‘;‘
Derivatives held to hedge Medium Term Notes 239 (7.7} 86.0 102.2 -
Liabilities from financing activities {4,455.9) 4072 Mm4.9) {4,163.6)
Less: Derivative instruments and cash flows related to interest 256 77 (70.7) {37.4)
Net debt {4,075.4) 235.3 (185.1) {4,025.2)
B. Reconciliation of net debt to statement of financial position
‘ . 2020 (Restaztgg
£m im
Statement of financial position and related notes
Cash and cash equivalents (see note 18) 248.4 2854
Current financial assets (see note 16} 1nz 141.8
Bank loans and overdrafts (see note 20} {84.3) (72.3)
Medium Term Notes - net of hedging derivatives {1,471.4) {1,624 .3)
Lease liabilities (see note 20) (2,562.0) (2,576.8)
Partnership liability to the Marks & Spencer UK Pension Scheme {see note 12 and 21) {207.4) (272.4)

{4,065.0) {4,118.6)

Interest payable included within related borrowing and the partnership liability to the
Marks & Spencer UK Pension Scheme 398 43.2

Total net debt {4,025.2) {4,075.4)
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28 RELATED PARTY TRANSACTIONS

A_Subsidiaries

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and
are not disclosed in this note. Transactions between the Company and its subsidiaries are disclosed in the Company’s separate
financial statements.

B, Joint ventures and associates

A shareholder loan facility with Ocado Retail Limited has been established in the year, with Ocado Retail Limited having the ability
to draw down up to £30m from each shareholder. At year end, Ocado Retail Limited has not utitised this facility.

As part of the Ocado Retail Limited investnﬁeni:, Ocado Retail Limited entered into a £30m, three-year revolving credit facility.
Along with Ocado Group Plc, the Group has provided a parent guarantee to cover 50% of the £30m revolving credit facility provided
by BNPP to Ocado Retail Limited. The revolving credit facility was undrawn at 28 March 2020.

C. Marks & Spencer UK Pension Scheme
Details of other transactions and balances held with the Marks & Spencer UK Pension Scheme are set outin notes11and 12.

D. Key management compensation
The Group has determined that the key management personnel constitute the Board and the members of the Operating Committee.

2020 2019

£m £m

Salaries and short-term benefits 5.9 8.0
Share-based payments 1.7 11
Total 7.6 9.1

29 IMPACT OF NEW ACCOUNTING STANDARDS ADOPTED IN THE YEAR

The Croup applied IFRS 16 Leases for the first time. The Croup applied the standard using the fully retrospective method, with the date of
initial application of 31 March 2019, and has restatedits resuits for comparative periods as if the Group had always applied the new standard.

The Group recognises a right-of-use asset and corresponding liability at the date at which a leased asset is made available for use
by the Group, except for short-term leases (defined as leases with a lease term of 12 months or less) and leases of low-value assets.
Previously, rental costs under operating leases were charged to the consolidated income statement in equal annual amounts over
the lease teren.

The impact of adopting IFRS 16 on the Croup's consolidated income statement, consolidated statement of comprehensive income,
consolidated statement of financial position and consolidated statement of cash flows is presented in the following tables.

CONSOLIDATED INCOME STATEMENT

52 weeks ended 30 March 2019 (Restated)

Profitbefore adjusting items Adjusting items. Total
Impactof Impact of Impact of
As raported IFRS 16 Restatod  Asreported IFR5 16 Restated  Asreportad IFRS16 Restated
£m Em Em £Em £m £m £m £m &m
Revenue 10,377.3 - 10,3773 - - - 10,377.3 - 10,3773
Operating profit 601.0 124.6 725.6 (438.6) 1. {427.5) 162.4 135.7 298.1
Finance income 33.8 1.0 34.8 - -~ - 33.8 1.0 34.8
Finance costs (111.6) (1370) (248.7) - - — (V11.6) {1371) (248.7)
Profit before tax 523.2 (11.5) S11.7 (438.6) LA {427.5) 84.6 (0.4) 84.2
Income tax expense (106.0) - {106.0) 587 8.4 671 47.3) 84 (38.9)
Profit for the year 417.2 (11.5) 405.7 (379.9) 19.5 {360.4) 373 8.0 45.3
Attributable to:
Owners of the parent 413.4 {11.3) 4021 (379.9) 19.5 (360.4) 335 8.2 .7
Non-controlling interest 3.8 (0.2) 3.6 - ~ - 3.8 (0.2) 3.6
an72 (1.5) 405.7 (379.9) 19.5 {360.4) 372.3 8.0 45.3
Basic earmings per share 25.4p (1.7p) 23.7p {23.3p) 2.7p (21.2p) 2.1p 0.4p 2.5p
Diluted earnings
per share 25.4p {1.8p) 23.6p {23.3p) 2.1p {21.2p) 21p 0.3p 2.4p

166 Marks and Spencer Groupple




NOTES TO THE FINANCIAL STATEMENTS CONTINUED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

52 weaks anded 30 March 2019
Asreported impactof IFRS16 Restated
£m £Em £m
Profit for the year 37.3 8.0 453
Other comprehensive income:
Items that will not be reclassified to profit or loss
Remeasurements of retirement benefit schemes (79.9) - (79.9)
Tax credit on items that will not be reclassified 14,0 - 14.0
(65.9) - {65.9)
Items that may be reclassified subsequently to profit orloss
Foreign currency translation differences
-movements recognhised in other comprehensive income (15.4) 0.8 {14.6)
Cash flow hedges
= fair value movements in other comprehensive income 132.0 - 132.0
- reclassified and reported in profit or loss 16.0) - {16.0)}
Tax charge on cash flow hedges (19.0) - {19.0)
81.6 0.8 82.4
Other cormprehensive income for the year, net of tax 15.7 0.8 16.5
Total comprehensive income for the year 53.0 8.8 61.8
Attributable to:
Qwners of the parent . 49,2 9.0 58.2
Non-controlling interests 38 (0.2) 3.6
530 8.8 61.8
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CONSOLIDATED STAYTEMENT OF FINANCIAL POSITION

As ot 30 March 2019 Asat1April 2018
A — . of Ax previ ly Impactof
reported IFRS 16 Restated reported 1ERS 16 Reststed
£m £m £m £m [ £m

Assets
Non-current assets
Property, plant and equiprent 4,028.5 1,633.8 5,662.3 4,393.9 1,795.7 6,189.6
Trade and other receivables 2007 723 273.0 209.0 0.5 209.5
Other non-current assets 1,480.6 - 1,480.6 1,629.4 - 1,629.4

5.709.8 1,706.1 7,415.9 6,232.3 1,796.2 8,028.5
Current assets
Trade and other receivables 3225 {65.3) 267.2 308.4 (56.0) 252.4
Other current assets 1,167.9 - 1,167.9 1,0095 - 1,009.5

1,490.4 (55.3) 1,435 1,317.9 {56.0) 1,261.9
Total assets 7,200.2 1,650.8 8,851.0 7,550.2 1,740.2 9,290.4
Liabilities
Current liabilities
Trade and other payables 1,461.3 (36.9) 1,424.4 1,4059 (28.8) 1,377
Borrowings and other financial liabilities 5131 181.3 694.4 125.6 158.1 283.7
Provisions 148.6 (47.9) 100.7 98 8 (42.6) 56.2
Current tax liabitities 26.2 - 26.2 50.0 - 50.0
Other current liabilities 79.2 - 79.2 145.7 - 145.7

2,228.4 96.5 2,3249 1,826.0 867 1,912.7
Non-current liabitities
Trade and other payables 3224 (306.8) 15.6 3338 (317.5) 16.3
Borrowings and other financial liabitities 1,279.5 23490 3,628.5 1,670.6 2,383.9 4,054.5
Provisions 2501 (177.4) 727 193] (101.3) o918
Deferred tax liabilities 218.4 (98.8) 19.6 255.7 (90.6) 165.1
Other non-current liabilities 220.5 - 220.5 3168 - 316.8

2,2909 1,766.0 4,056.9 2,770.0 1,874.5 4,644.5
Total Liabilities 45193 1,862.5 6,381.8 4,596.0 1961.2 6,557.2
Net agsels 26809 (2N.7) 2,469.2 29542 {221.0) 2,733.2
Equity
Issued share capital 406.3 - 406.3 406.2 - 406.2
Share premium account 416.9 - 416.9 416.4 - 416.4
Capital redemption reserve 2,2105 — 2,210.5 22105 - 2,210.5
Hedging reserve (14.6) - (14.6) (76.0) - {76.0)
Cost of hedging reserve n7 ~ n.z 10.7 - 10.7
Qtherreserve (6,542.2) — {6,542.2) {6,542.2) - (6,542.2)
Foreign exchange reserve {44.7) 0.8 {43.9) (29.3) - (29.3)
Retained earnings 6,237 (212.3) 6,024.8 6,560.4 (221.0) 6,339.4
Total shareholders’ equity 2,681.0 (2N.5) 2,469.5 29567 (221.0) ~ 2,73%7
Non-controlling interests in equity {0.1) {0.2) {0.3) (2.5) - {2.5)
Total equity 26809 {21.7) 2,469.2 29542 (221.0) 2,733.2
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NOTESTO THE FINANCIAL STATEMENTS CONTINUED

CONSOLIDATED STATEMENT OF CASH FLOWS

52 weeks anded 30 March 2019

As previously Impact of
reported RS 16 Restated
£m £m £m

Cash flows from operating activities
Cash generated from operations 1,041.0 3094 1,350.4
Income tax paid (105.7) - {(105.7)
Net cash inflow from operating activities 935.3 309.4 1,244.7
Net cash used ininvesting activities (388.0) - (388.0)
Cash flows from financing activities
Interest paid (86.4) {142.6) {229.0)
Decrease in obligations under leases (3.3) 166.8) {170.1)
Other financing activities {415.3) - (415.3)
Net cash used in financing activities (505.0) (309.4) (814.4)
Net cash inflow from activities 42.3 - 42.3
Effects of exchange rate changes {0.2) — {0.2)
Opening net cash 171.0 - 7.0
Closing net cash 213 - 23

{i) iIncome statement

Under the previous accounting standard for leases, IAS 17, lease costs were recognised on a straight-line basis over the term of the
lease. The Group recognised these costs within operating costs. On adoption of IFRS 16, these costs have been removed and replaced
with costs calcutated on an IFRS 16 basis. Under IFRS 16 the right-of-use asset is depreciated over the lease term. The Group has
recognised the depreciation costs on the right-of-use asset within operating costs.

The costs under |AS 17 were higher than the depreciation costs recognised under IFRS 16 which has resulted in a net credit under IFRS 16
to operating costs. The net impact of this adjustment in the income statement for the 52 weeks ended 30 March 2019 was £135.7m.

The impact on adjusting items as a result of iFRS 16 is due to additional accelerated depreciation and impairments Following the
recognition of the right-of-use assets and the removal of rental elements of onerous lease and onerous contract provisions. The net
impact of this adjustment in the income statement for the 52 weeks ended 30 March 2019 was a reduction in the charge of £11.1m.

Under IFRS 16, finance costs are charged on the tease Liability recognised. These costs are recognised within finance costs. The impact
of this adjustment on the income statement for the 52 weeks ended 30 March 2019 was £137.1m.

Also, under iFRS 16, interest income is recognised on subleases reclassified as finance leases. This is recognised within finance income.
The impact of this adjustment in the income statement for the 52 weeks ended 30 March 2019 was £1.0m.
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The net impact of the above adjustments to profit after tax for the 52 weeks ended 30 March 2019 was an increase of £8.0m.
(i} Right-of-use asset

IFRS 16 has resulted in the recognition of a right-of-use asset. This asset represents the Group’s contractual right to access an identified
asset under the terms of the lease contract.

tiii) Lease liability

IFRS 16 has resulted in the recognition of a lease liability. This liabitity represents the Group’s contractual obligation to minimum
lease payments during the lease term.

The element of the liability payable in next 12 months is recognised as a current liability with the balance recognisedin
non-current liabilities.

(iv) Working capital
Under IAS 17 certain lease incentives, rent prepayments, accruals and similar amounts were held on the statement of financial position

as part of working capital. Such balances are no longer recognised as all payments, lease incentives and related costs are reflected in
either the right-of-use asset or the lease liability.

{v) Taxation

A deferred tax asset has been recognised on the transition to IFRS 16 representing the temporary difference on the amounts taken
to reserves. .

{vi} Cash flow statement
Adopting IFRS 16 has resulted in reclassifying lease payrments from operating activities to financing activities.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

30 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

On 5 August 2019, the Group acquired a S0% interest in Ocado Retail Limited, a comnpany incorporated in the UK which is one of the
wortd's targest dedicated online grocery retailers. The remaining 50% interest is held by Ocado Group Ple. Ocado Retail Limited
operates Ocado.com, supported by the Ocado Smart Ptatform technology and will bring together the strength of MA&S's brand and
its lLeading food quality and product development, with Ocado’s proprietary technology and award-winning service.

Ocado Retail Limited is considered an associate of the M&S Croup as certain rights are conferred on Ocado Group Plc for an

initial period of at least five years from acquisition, giving Ccado Croup Ple control of the company. Following this initial period,

a reassessment of control will be required as M&S Croup will have an option te obtain more power over the company if certain
conditions are met. If M&S is deemed to have obtained control, Ocado Retail Limited will then be consotidated as a subsidiary of the
Group. Through Board representation and shareholder voting rights, the Croup is currently considered to have significant influence,
therefore the investment in Ocado Retail Linited is treated as an associate and applies the equity method of accounting.

Qcado Retail Limited has a year-end date of 1 December 2019, aligning with its parent company, Ocado Group Ple. Ocado Retail
Limited has prepared financial information for M&S Group purposes to the neartest quarter-end date of Ocado Retail Limited's year
end. The results of Ocado Retail Limited are incorporated in these financial staternents from the date of acquisition to 1 March 2020.
There were no significant events or transactions in the period from 2 March 2020 to 28 March 2020.

The amounts recognised in respect of the identifiable assets acquired and liabilities assumed are as set out below:

Azat5Aug 2019
£m

Ocado Retait Limited
Current assets - 1602
Non-current assets 934.1
Current liabilities {149.2)
Non-current liabilities {317.7)
Totalidentifiable net assets 628.4
Group's share of total identifiable net assets 314.2
Goodwill 4491
Total consideration 763.3
Satisfied by:
Cash 560.9
Contingent consideration 202.4
Total consideration 763.3

Theinvestment in associate is recognised at a cost of £769.0m. This incarporates initial consideration of £560.9m paid in cash on -
acquisition, contingent consideration of £202.4m and transaction costs of £5.7m.
Summarised financial information in respect of Ocado Retail Limited {the Group’s only material associate) is set out below and
represents amounts in the Ocado Retail Limited financial statements prepared in accordance with IFRS, adjusted by the Group for
equity accounting purposes.
Asat1Mar 2020
£m

Ocado Retail Limited

Current assets . 484.9
Non-current assets 206.6
Current liabilities {489.7)
Non-current liabilities (178.2)
Net assets 236
5 August 2019

to 1 March 2020

£m

Revenue 879.7

Profit for the period 5.1
Other comprehensive income -

Total comprehensive income 5.1
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

30 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES CONTINUED

Reconciliation of the above summarised financial information to the carrying amount of the interest in Ocado Retail Limited
recognised in the consolidated financial statements:

Asat 28 Mar

2020
Em
Ocado Retail Limited
Net assets 23.6
Propaortion of the Croup’s ownership interest n.8
Goodwill 449.1
Brand 255.7
Customer relationships 98.9
Other adjustments to align accounting policies (66.4)
Acquisition costs A A 5.7
Carrying amount of the Group's interest in Ocado Retait Limited o 754.8

The contingent consideration arrangement requires Ocado Retail Limited to achieve a target level of earnings in the financial year
ending in November 2023, for specified capacity levels to be achieved and utilised within a specific customer futfilment centre (CFC)
by Novermnber 2023 and to begin providing service to customers from a new CFC. The potential undiscounted amount of all future
payrments that the Group could be required to pay under the contingent consideration arrangement is up to £187.5m plus 4% interest.
The fair value of the contingent consideration arrangement of £202.4m was estimated by applying an appropriate discount rate to
the expected future payments which are based on the current five-year plan for Ccado Retail Limited.

In addition, the Group holds immaterial investments in joint ventures totalling £5.6m (last year: £4.0m). The Group’s share of losses
. totalled £0.9m {last year: £0.5m loss).

31SUBSEQUENT EVENTS

The impact of the Covid-19 pandemic on the Group’s operations is discussed within the principal risks and uncertainties on page 34 as
well as set out within note 1 and the basis of preparation on page 116 which summarises the Covid-19 scenario modetled by the Group.

Subsequent to the balance sheet date, the Group has monitored trade performance, internal actions, as well as other relevant external
factors (such as changes in any of the government restrictions). No adjustments to the key estimates and judgements that impact the
balance sheet as at 28 March 2020 have been identified. Where any material changes in key estimates and judgements have been
identified updates have been made to the financial statements as adjusting post balance sheet events.

The following non-adjusting events have occurred since 28 March 2020:

- Use of the UK government’s Coronavirus Job Retention Scheme to furlough €.27,000 colleagues across our Clothing & Home
business and Support centres, which should generate cash savings of ¢. E50m up to 30 June 2020.

On 28 April, the Group announced that formal agreement had been reached with the tending syndicate of banks providing the
£1.1bn revolving credit facility to remove or substantially relax the covenant conditions for the tests arising in September 2020,
March 2021 and September 2021

The Group received confirmation from the Bank of England that it was an eligible issuer under the UK government’'s Covid
Corporate Financing Facility (CCFF) and allocated an issuer limit of £300m.

- Inaddition, the Group implemented extended payment terms for suppliers in Clothing & Home.

Review of the key financial assumptions relating to the Gréup's defined benefit pension schiémes subsequent to the balance sheet
date indicate that fluctuations in obligations fall within the range of sensitivities described in note 11 of the financial statements.
The fair value of plan assets is expected to be volatile in the short term due to uncertain market conditions.
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COMPANY STATEMENT OF FINANCIAL POSITION

Asst2smMarch  Asat30March

2020 2019
Notes £m fm

Assets
Non-current assets
Investments in subsidiary undertakings C6 8,763.2 9,269.5
Total assets : 8,763.2 9,269.5
Liabilities
Current liabilities
Amounts owed to subsidiary undertakings ] 2,543.4 2,548.5
Total liabilities 2,543.4 2,548.5
Net assets 6,219.8 6,721.0
Equity .
Ordinary share capital R . c7 . 487.6 406.3
Share premium account c7 9104 416.9
Capital redemption reserve 2,210.5 2,2105
Merger reserve C7 N0 1,3973
Retained earnings 2,300.3 2,290.0
Yotal equity - 5,219.8 6,721.0

The Company’s loss for the year was £892.5m {Last year: profit of £305.0m).

The financial statements were approved By the Board and authorised for issue on 26 May 2020. The financial statements also
comgprise the notes C1 to C7. !

Steve Rowe, Chief Executive Officer A t/“
David Surdeau, Interim Chief Finance Offis U .

COMPANY STATEMENT OF CHANGES INEQUITY

Ordinary shere  Share premiwm redegi:;:r: Mesger - Retaired

vapilal account rescrve reserve Qarnings Totat

Em Ermn £m £m £m Em

At April 2018 406.2 416.4 2,210.5 1,397.3 2,279.3 6,709.7
Profit for the year - - - - 305.0 305.0
Dividends — — - - (303.5) {303.5)
Capital contribution for share-bDased payments - - - - 9.2 9.2
Shares issued on exercise of employee share options 0.3 0.5 - - - 0.6
At 30 March 2019 406.3 416.9 2,210.5 1,397.3 2,290.0 6,721.0
At 31 March 2019 406.3 416.9 2,210.5 1,397.3 2,290.0 §,721.0
Loss For the year - - - - {892.5) (892.5)
Dividends - - - - {191.1) {191.1)
Capital contribution for share-based payments - - - - 7.6 7.6
Shares issued on rights issue ' 81.3 493.4 - - - 574.7

Shares issued on exercise of employee share options - 0.1 - - - 0.1
Realisation of merger reserve | - - - {1,086.3) 1,086.3 -
At 28 March 2020 487.6 910.4 2,210.5 3.0 2,300.3 6,219.8
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COMPANY STATEMENT OF CASHFLOWS

S2weeksonded 52 weeks ended

20March 2020 30 March 2019
£m £m

Cash flow from investing activities
Dividends received 193.8 305.0
Additional investment in subsidiary (572.4) -
Net cash (used in)/generated from investing activities {378.6) 305.0
Cash flows from financing activities
Shares issued on exercise of employee share options [*A] 0.6
Repayment of intercompany loan {5.1} (2.1
Proceeds from rights issue net of costs 574.7 -
Equity dividends paid {191.1) {303.5)
Net cash generated from/{used in) financing activities 378.6 (305.0)

Net cash inflow

Cish and cash equivalents at begifning and end of year
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

CYACCOUNTING POLICIES

General information

Marks and Spencer Group plc (the “Company’}is a public company limited by shares incorporated in the United Kingdom under the
Companies Act and is registered in England and Wales. The address of the Company’s registered office is Waterside House, 35 North
Wharf Road, London W2 INW.,

The principal activity of the Company and the nature of the Company’s operations is as a holding entity.

These financial statements are presented in sterling, which is the Company's functional currency, and are rounded to the nearest
hundred thousand.

The Company's accounting policies are the same as those set out in note 1 of the Group financial staterments, except as noted below.

Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment. The Company grants share-based
payments to the employees of subsidiary companies, Each period the fair value of the employee services received by the subsidiary
as a capital contribution fram the Company is reflected as an addition to investments in subsidiaries.

Loans from other CGroup undertakings and all other payables are initially rlecorded at fair value, which is gengrally the proceeds
received. They are then subsequently carried at amortised cost. The loans are non-interest bearing and repayable on demand,

In accordance with the exemption allowed by Section 408(3) of the Companies Act 2006, the Company has not presented its own
income statement or statement of comprehensive income,

Key sources of estimation uncertainty
Impairment of investments in subsidiary undertakings

The carrying vatue of the investment in subsidiary undertakings is reviewed for impairment on an annual basis. The recoverable
amount is determined based on value in use which requires the determination of appropriate assumptions (which are sources of
estimation uncertainty)in relation to the cash filows over the three-year strategic plan period, the long-term growth rate to be applied
beyond this three-year period and the risk-adjusted pre-tax discount rate used to discount the assumed cash flows to present value.

Estimation uncertainty arises due to changing economic and market Factors, the channel shift from stores to online, increasing
technological advancement and the Group's ongoing strategic transformation programmes. In light of the ongoing Covid-19
pandemic, the Group’s cash flow projections over the three-year strategic plan period have been revised and include a Covid-19
overlay in year | (see the basis of preparation in note 1 of the Group financial statements and the glossary for details on this Covid-19
scenario), focusing on the external impact of social distancing measures, and the internally controllable mitigating actions the
Croup is taking to protect the business. See note C6 for further details on the assumptions and associated sensitivities.

The Company's financial risk is managed as part of the Group’s strategy and policies as discussed in note 21 of the Group
financial statements.

C2Z EMPLOYEES

The Company had no emplayees during the current or prior year. Directors received emoluments in respect of their services to the
Comparty during the year of £1,081,875 (last year: £),028,666). The Company did not operate any pension schemes during the current
or preceding year. For further inforration see the Rermnuneration Report.

€3 AUDITOR'S REMUNERATION

Auditor's remuneration in respect of the Company’s annual audit has been borne by its subsidiary Marks and Spencer plc and has
been disclpsed on a consolidated basis in the Company's consolidated financial statements as required by Section 494{4){a) of the
Companies Act 2006.

€4 DIVIDENDS ' ' '
2019

2020 (Restated) 2020 2019
per share per share &m £m

Dividends on equity ordinary shares ’
Paid final dividend 6.8p N.4p 151 1931
Paid interim dividend 19p 6.5p 76.0 [L[sX:]
10.7p 17.9p 1911 303.5

Dividend per share figures above have been restated to reflect the bonus element of the June 2019 rights issue.

As announced by the Group on 20 March 2020, the Board of Directors have not proposed a final dividend for 2019/20. In order
to provide for the uncertain outlook the Board of Directors do not, at this stage, anticipate paying a dividend for 2020/21.

C5RELATED PARTY TRANSACTIONS

During the year, the Company has received dividends from Marks and Spencer plc of £193 8m (last year: £305.0m) and decreased its
loan from Marks and Spencer ple by £5.)m {last year: £2.1rmn). The cutstanding balance was £2,543 4m (last year: £2,548.5m)and is
non-interest bearing. There were no other related party transactions.
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NOTES TOTHE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS
A. investments in subsidiary undertakings
2020 2019
£m im
Beginning of the year 9,269.5 9,260.3
Contributions to subsidiary undertakings relating to share-based payments 76 9.2
Additions 572.4 -
Impairment loss {1,086.3) —
End of year . 8,763.2 9,269.5

Shares in subsidiary undertakings represent the Company’s investment in Marks and Spencer plc and Marks and Spencer
Holdings Limited.

During the year, the Company purchased additionat shares in Marks and Spencer Holdings Limited (E572.4m) to fund the investment in
Ocado Retail Limited.

impairment of investments in subsidiary undertakings'
The Company evaluates its investments in subsidiary undertakings annually for any indicators of impairment. The Company considers
the relationship between its market capitalisation and the carrying value of its investments, among other factors, when reviewing for
indicators of impairment. As at 28 March 2020, the market capitalisation of the Group was significantly below the carrying value of its
investment in Marks and Spencer plc, indicating a potential impairment. In addition, the ongoing Covid-19 pandermic and subsequent
lockdown has resulted in significant market and business disruption; alongside the underlying economic uncertainty surrounding the
Brexit transition, these have led to significant uncertainties regarding trading and the longer-term impact on the business.

The recoverable amount of the investment in Marks and Spencer plc of £8,120.8m has been determined based on a value in use
calcutation using cash flow projections from the Group’s latest budget and forecast cash flows covering a three-year period, which
have regard to historic performance and knowledge of the current market, together with the Croup’s views on the future achievable
growth and the impact of committed cash flows. The projected cash flows have been updated to include the Covid-19 scenario
reflecting the Croup’s best estimate of what could have been reasonably known about the expected impact of the Covid-19 pandemic
as at 28 March 2020. The cash flows include ongoing capital expenditure required to maintain the store network but exclude any
growth capital initiatives not committed.

The key assumptions for the value in use calculation are those regarding the discount rate, growth rates and expected
trading performance.

Management estimates discount rates that reflect current market assessments of the time value of money and the risks specific to
the Group. The pre-tax discount rates are derived from the Group’s post-tax weighted average cost of capital (WACC), which has been
calculated using the capital asset pricing modei, the inputs of which include a country risk-free rate, equity risk premium, Group size
premium and a risk adjustment {beta). The post-tax WACC is subsequently grossed up to a pre-tax rate. The rate used to discount the
forecast cash flows is 8.6% (last year: 9.1%).

Cash flows beyond the three-year period are extrapolated using an estimated average long-term growth rate of 2.0%, which is based
on inflation forecasts by recognised bodies.

The value in use calculation also includes the intercompany payable due from the Company to the subsidiary of £2,543.4m.
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As a resutt of this analysis, the Cormpany has recognised an impairment charge of £1,086.3m.

The Company's merger reserve was created as part of a Group reorganisation that occurred in 2001/02 and has an economical
relationship to the Company's investment in Marks and Spencer plc. An amount equal to the impairment charge of £1,086.3m

has been transferred from the merger reserve to ret’ained earnings as that amount has become a reatised profitin acco:'dance

with TECH 027,

Sensitivity analysis

As disclosed in the accounting poticies note C1, the cash flows used within the impairment model, the long-term growth rate and the
discount rate are sources of estimation uncertainty and small movements in these assumptions could lead to further impairment.
Management has performed sensitivity analysis on the key assumptions in the impairment model using reasonably possibie changes
in these key assumptions:

-~ A20 basis point decrease in the long-term growth rate would result in an additional impairment charge of £267.7m.

~ AS% reduction in cash flows from the three-year plan would result in an additional impairment charge of £503.9m.

-~ A 50 basis point increase in the discount rate would result in an additional impairment charge of £704.1m.

In the event that all three were to occur simultaneously, an additional impairment charge of £1,391.4mwould be recorded.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings

In accordance with Section 409 of the Companies Act 2006, a full list of related undertakings, the country of incorporation and the
effective percentage of equity owned, as at 28 March 2020 is disclosed below.

Subsidiary and other related undertakings registered in the UK®

Proportion  Proportion Proportion  Proportion
of shares of shares of shares of shares
held by the heid by neld bythe heldby
Company  subsiciary Company  subsidiary
Name Shareclass %} {x) Name Share class (%) (%)
Amethyst Lyasing {} ) Limited £} ordinary - 100 Mparks and Sp Ldings Limited £1 ordinary 100 -
Founders Factory Retail Limited £0.0004 - Q.004 Marks and Spencer £l ordinary A 100 -
:agiltund office: Northcliffe ordinary Pension Trust Limited® £1 ordinary B - -
lousa, Young Streat, London, EC.0001 - 100 n _ —
England, W SEH preferred ElordinaryC
- - Marks and Spencer plc £0.25 100 -
Hedge End Park Limited Elordinary B8 - SO ordinary
Tord ,Emo,:':‘,,,';n' olborn, * Mark;slndSpenc"tr’Pﬂjlnlt! ' El ordinary - ' 0
Limited £l otdtnary - 100 Marks and Spencer Partnership - 00
Manford (Textiles) Limited El ordinary - 100 gcottish Limited Partnership™ interest
Marks and Spencer Company N/A - - Ragistered Office: 2-28 5t Nicholas
Archive (CICy™ Streat, Aberdeen, AB10O 1BU
Marks and $parks Limited E) ordinary - 100 Ocado Retail Limited £0.00 - 50
Marks and Spencer £l ordinary - 100 zn;ﬂh’"'“ Officec Apollo Court ordinary
. op Square, Hatfisld Business
{Northern Ireland) Limited Park, Hatfisld, Hertfordshire,
Registerad Office: Waterfront Plaza, Unit;d Kingd q ALIGIEX ’
BLagant Road, Belfast, BT 3LR ——F 2 T
Marks and Spencer €04 - oo St (Textilas) Limited Elordinary - 100
France Limited ordinary St.Michael Finance plc El ordinary -~ 100
Marks and Spencer Cusrnsey Partnership - 100
1 tsLLP interest

UK REGISTERED SUBSIDIARIES EXEMPT FROM AUDIT

The following UK subsidiaries will take advantage of the audit exemption set out within Section 479A of the Cormpanies Act 2006 for the year ended
28 March 2020. Unless otherwise stated, the undertakings listed below are registered at Waterside House, 35 North Wharf Road, London, W2 INW,
United Kingdom, and all have a single class of ordinary share with a norinal value of £).

Proportion  Proportion Propui lkas  Proportion
of shares of shares of shares of shares
held by the heid by held by the hetd by
Company  subsidiary  Company Company  subsidary  Company
Name (%) (%) number Name (%) (%) number
Amethyst Leasing (Properties) Limited - 00 4246934 Marks and Spqm:er 2005 (Ki_ngston-en- - 100 5502523
Busyexport Limited - 100 4430 Thames Satellite Storo}Limited
Marks & Spencer Outiet imited - 00 4039568 Marks ":;.,,".;.- v 2005 (King - 100 5502520
Markslspamor&mplyﬁowsl.w - 0o 4739922 Marks and Spencer 005 ~ 100 5507588
Marks and $pencer {Bradford) Limitod - W00 10011863 (Parman House Kingston Store) Limited
Marks and Spencer (Initial L) Limited 100 - SC35365 Marks and Spencer 2005 - 100 5502544
Registered Office: No. 2 Lochrin Square, {Pudsey Store) Limited
96T i idge, Edi ™,
! Marks and Spencer 2005 - 00 5502502
Midlathian, EHI 9GA o (Waerington Cemini Store) Limited
‘l:arlu and Spencer o - 0 , 5502582 Marks and Sp hrester Limited = 100 S174129
{Property Lichited T
Marks and Spencer - 100 550zs13  Marksand Spencer Hungaryl - 00 8540784
{Property Ventures) Limited M-rk's and .Spmer International - 100 2615081
Marks and Spencer 2005 - 00 5502608 il
{Brooklands Store} Limited Marks and Spencer lnvestments - 100 4903061
Marks and Spencer 2005 - 100 5502519 Marks and Spencer Propsrty - 100 2100781
{Chaester Satellite Store)Limited Holdings Limited
Marks and Spuncer 2008 - 100 5502542  Minterton Services Limited - 100 4763836
(Chaster Store) Limitad Ruby Properties (Cumbernauld) Limitad - 100 4922798
Marks and Spencer 2005 - 10¢ 5502598 - — = T 0
{Fife Road Ki ‘Store} Limited Ruby xu:cl (leﬂ:lc;) I..J::::d ‘go :;601?
Marks and Spencer 2005 - 100 5502546 Ruby Properties (Long l. ] ted - 0 1603
(Clasgow hiehall Store) Limited Properties (Thorncliffe) Limited - o 471610
Marks and Spencer 2005 - 100 5502538  Ruby Preperties (Tunbridge) Limited - 100 4716032
{Hedge End Store) Limited Simply Food (Proparty Invastments) - 100 5502543
Marks and Spencer 2005 - 100 5502478 gimply Food {(Property Ventures) Limited - 100 2239799
{¥ensington Store) Limited

The Company will guarantee the debts and liabilities of the above UK subsidiary undertakings at the balance sheet date of £32.5min accordance

with Section 479C of the Companies Act 2006. The Company has assessed the probability of loss under the guarantee as remote.

(i) Alicompanies registered at Waterside House, 35 North Wharf Road, London, W2 INW, United Kingdom,_ unless atherwise stated,

{ii) Na share capital, asthe companyistimited by g

Marksand Sp.

plc is the sele member.

{iiijin accordance with the articles of association of Marks and Spencer Pension Trust Limited, the holders of 8 and C ordinary shares are both directorsof that company,
(iv)Marks and Spencer (Initial LPYLirnited and Marks and Spencer Pension Trust Limited are the limited partners; Marks and Spencer ple is the General Partner.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings continued

international subsidiary undertakings®

Proportion of Progortion of
Registered . shares held by Registered shares held by
Name address Country Shareclass subsidiary (%) Name oddress Country Share class  subsidiary {X}
Marks and Aurora Place, Australia AUD 2 Crdinary 00 Marksand 4th Floor, Court  India INRC Class A 3]
Spencer 88 Phillip Street, Spencer House, Lokmanya INR 10 Class B 100
(Australia) Sydney, NSW Reliance india  Tilak Marg, Dhobi -
PtyLimited 2000, Australia PvtLimited  Talao,Mumbai, INR 5 Class C(ii} -
Marks and Ath Floor, 97 Rue  Belgium €1.21 Crdinary 100 400002, India
Spencer Royale, 1000 Aprell Limited 2429 Mary Street, Ireland €1.25 Ordinary 100
{Belgium) SPRL Brussels, Belgium Dubdin 1, lretand
Marks & Brunswick Square, Canada CAD 1 Cormmon 100 Maris and 24-27 Mary Street, Ireland €1.25 Ordinary 100
Spencerinc. 1 CermainStreet Spencer Dublin, Ireland
Suite 1700, (ireland)
Saint-John, New Limited
+  Brunswick E2L Marksand 31 AhadHasm  fsrael ¥ NIS Orginary 100
4W3, Canada : Spencer Street., Tet Aviv
Marks and Unit03-04 6/F.  China Registered 100 (1srael) Limited 65202, Israel
Spencer Eco City 1788, Capital Marks and 15 Esplanade, St.  Jersey £) Orctinary 100
E:;:::‘n LT::;L eas;Nan Spencer Helier, JE11RB,
Sha i,'China {Jersey) Limitod Jersey _ _ :
Marksand  Room 2090, Btock China Registered 100 UABMSF A Comautog.  Lithuan@  LTL100Ordinary 100
Spencer 1, HKRI Taikoo Hui, Capitat Lithuania A
Commercial 288 Shimen -~
(Shanghai)Ltd No One Road, M&SMode Prns Natherlands €100 Ordinary Le]d]
Jing'An District, Internatienal  Bernhardplein
Shanghai, China BV. 200,1097UB,
Marksand  Vyskociova Czech CZK1000 100 el
Spencer Czech 14B1/4, Michle, Republic Ordinary -
Republicas WO 00,Praha 4, CZK100,000 00 Marks and Prins Netherdands €450 Ordinary 100
Czech Republic Ordina: Spencer Bernhardplein
inary {Nederland)  200,1097 B,
CZK 1,000,000 00 BV. Amsterdam,
Ordinary Netherlands
Marksand Vyskocilova Czech Registered 100 Marks and Prins Nethertands €100 Ordinary 00
Spencer 148144, Michle, Republic Capital Spencer BY Bernhardplein
Services 5.R.,0 14000, Praha4, 200,1097 8,
Czech Republic Amsterdam,
Maris & 33-35 Ermou Greece €3 Ordinary 80 Netherlands
Spencer Street, Athens, Marks and Prins Methertands €450 Ordinary 100
Marinopowlns  Creece Spencer Bernhardplein
Greece SA Stores BV. 2001097 U8B,
PP " " Amsterdam,
IgnaziaLimited HeritageHall,Le Cuernsey £10rdinary 9999 *
Marchant Street, Netherlands
St Peter Port, GY1 Marks & Avemida da Portugal €1 Ordinary 100
4J4H, Guernsey Spencer Liberdade 249,
Marksand Linwood, Alles es  Cuernsey £)Ordinary 00 (Portugal) :,-‘Lsr?"“:" Lisbon,
Spencer Fees. Alderney, Lda. ua
{Alderney) Cuernsey Marks and 77 Robinson Road, Singapore Mo Par Value 0o
Limited Spencer #13-00 Robinson Ordinary
Teranis Heritage Hall,Le  Guernsey £10rdinacy o999  (Singapore)  77.Singapore
Limited Marchant Street, Invastmants 068896,
. St Peter Port, GY1 Pta.Ltd. Singapore
A4JH, Cuernsey M&S {Spain) Calle Fuencarral  Spain €1 Ordinary 100
M3.Gensral  HeritageHali,Le Guernsey Partnership w0 Sk No. 19, 28010,
InsuranceL.p. Marchant Street, Interest Madrid, Spain
St Peter Port, GY1 Marks and Woolworths SouthAfrica  ZAR2 Ordinary 100
4JH, Guernsey Spencer{SA} House, 93
Marksand Suite 1009, HongKong  HKDIOrdinary 100  (Pty)Limited Longmarket
Spencer 10/F, Tower 6 The Street. Cape Town
(HongKong)  Cateway,9 Canton 800N South Africa
Investments  Road, Tsim Sha Marks and HavataniKarsisi  Turkey TRL 25.00 100
Limited Tsui, Kowloon, Spencer istanbul Bunya Ordinary
Hong Kong Clothing Ticaret Merkezi
Marksand  1I03Budapest, Hungary  HUFZ80500,000 0o TextileTrading A3Biok.Katl
Spancer KOér utca ngary Guota J.85.C YesHkoy, Balirkoy
(Hungary)Kft 2/AC.ép Istanbul Turkey
(in liquidation) Marks and Anchor Plaza, No. Romania RON18.30 100
Marksand  TowerC.RMZ  India INRIO Ordinary 100 Spence 262 Timisoara Ovdinary
Spencer (India) Millenia, 4th Floor, RomaniaSa  Boulevard, ird
PvtLimited  LakeWing, # (Inliquidation) floor, premises no.
Murphy Rc;ad 3B-1, 6th District,
Bangalore, ’ Buchargst,
560008, India Rornania

NOTE: Anumber of the companieslisted are legaty companies which no lenger serve any operational purpose.

() Theshares of allintarnational subsidiary undertakings are held by companies withinthe Group other than tha Company {Marks and Spencer Group ple).

(i) INR5Ctass C shares 100% owned by JV partner.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C7 SHARE CAPITAL AND OTHER RESERVES

issue of new shares

in May 2019, the Company offered a fully underwritten rights issue to existing shareholders on the basis of 1 share for every 5 fully
paid ordinary shares held, As a result, 325,009,968 ordinary shares with an aggregate nominal value of £81.3m were issued for cash
consideration of £601.3m. Transaction costs of £26 6m were incurred resulting in £493.4m being recognised in share premium.

49,610 (last year: 242,884} ordinary shares having a norninal value of £0.0m (last year: £0.Im)were atlotted during the year under the
terms of the Company's schemes which are described in note 13 of the Group financial statements. The aggregate consideration
received was £0.1m {last year: £0.6m).

Merger reserve

The Company's merger reserve was created as part of a Group reorganisation that occurred in 2001/02 and has an economical
relationship to the Company's investment in Marks and Spencer plc. An amount equal to the impairment charge of £1,086.3m

has been transferred from the merger reserve to retained earnings as that amount has become a realised profit in accordance
with TECH 02/17.

] ’ t ' ’
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GROUP FINANCIAL RECORD

2020 mesmzﬂg 208 207 2006
52weeks 52 weeks 5Zweeks 52 weeks 53 weeks
£m £m £ Em Em
income statement
Revenue'
UK Clothing & Home 3,209.1 3,499.8
UK Food 6,028.2 5,903.4
Total UK 9,231.3 9.403.2 9,601.0 94417 9,470.8
Internationat 9446 9743 1,0872 1,180.3 1,084.6

10,181.9 10,377.3 10,6882 10,622.0 10,555.4

Operating profit before adjusting items'

UK Clothing & Home 2239 355.2
UK Food 236.7 2129
Other ' + 19.4 270 ¢ M
TotalUK 480.0 585.1 535.4 626.2 726.7
International 0.7 1305 135.2 64.4 58.2
Total operating profit before adjusting items 590.7 7256 670.6 690.6 784.9
Net interest payable {(2Nn.2) (239.7) (107.4) (106.1) (110.6)
Pension finance income 23.6 25.8 17.7 29.3 15.3
Profit on ordinary activities before taxation and adjusting items 403.3 517 580.9 613.8 689.6
Adjustments to reported profit (335.9) (427.5) (514.1) {437.4) (200.8)
Income tax expense {39.8) {38.9) {37.7) {60.7) (84.4)
Profit after taxation 27.4 45.3 29.1 15.7 404.4
2020 2019 2018 2017 206
52 weeks 52 weaks 52 weeks 51 weeks 53 weeks

Basic earnings/
Weighted average ordinary

Basic earnings per share' shares in issue 1.3p 2.5p 1.6p 7.2p 249p
Adjusted basic earnings/
Weighted average
Adjusted basic earnings per share’ ordinary shares inissue 16.7p 23.7p 27.8p 30.4p 35.0p
Dividend per share declaredin
respect of the year 3.9p 13.3p 18.7p 18.7p 18.7p
Adjusted earnings per
Dividend cover share/Dividend per share 4.3% 1.8x 1,5% 1.6x 1.9x
Operating profit before
Retail fixed charge cover depreciation/Fixed charges 3.4x 3.6x 3.8x 3.4x 3.7x
Statement of financial position
Net assets (£m) 3,708.5 2,469.2 2,954.2 3,150.4 34434
Net debt?® (£ m) ' ¢ 4,025.2 4,0754 1,8275 19347 ' 21383
Capital expenditure (£m} 332.0 294.5 3005 331.2 5251
Stores and space
UK stores 1,038 1,043 1,035 979 914
UK selling space (m sq ft) : 16.8 17.2 176 17.4 170
International stores 481 445 429 455 469
International selling space (m sq ft) 5.0 4.9 5.2 5.9 6.1
Staffing (full-time equivalent)
UK 49,094 50,578 53,273 53,562 52,388
International . 4,894 4,862 5,655 6,202 6,507

The aboveresults are prapared urder IFRS for each reporting period on a consistent basis, with the exception of the adoption of IFRS 9 and IFRS 15 in 2019 for which comparative periods.

have not been restated and the adoption of IFRS 16 in 2020 for which the comparative period of 2019 has beenrestated.

1. Basedon continuing operations.

2. Foltowing the change in reportable segments. as disclosed in note 2, the comparative period of 2019 has been restated to reflect the new reportable segments: however. previous
pediods have not beenrestated.

3. Excludes accrued interest.
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GLOSSARY

The Croup tracks a number of alternative performance measures in managing its business, which are not defined or specified under
the requirements of iIFRS because they exclude amounts that are included in, or include amounts that are excluded from, the most
directly comparable measure calculated and presented in accordance with IFRS, or are calculated using financial measures that are
not calculated in accordance with IFRS.

The Croup believes that these alternative performance measures, which are not considered to be a substitute for or superior

to IFRS measures, provide stakeholders with additional helpful information on the performance of the business. These alternative
performance measures are consistent with how the business performance is planned and reported within the internal management
reporting to the Board. Sorne of these alternative performance measures are also used for the purpose of setting remuneration targets.

These alternative performance measures should be viewed as supplernental to, but not as a substitute for, measures presented in the
consolidated financial statements relating to the Group, which are prepared in accordance with #FRS. The Group believes that these
alternative performance measures are useful indicators of its performance. However, they may not be comparable with similarly-titled
measures reported by other companies due to differences in the way they are calculated.

Closest oquivel iling items to
APM y d ¥
Income statement measures

Like-for-tike Movement in Salesfromnon  The périod-on-period change in revenuk {excluding VAT) from stores
revenue growth revenue perthe  like-for-like stores which have been trading and where there has been no significant change
incorne staterment {greater than 10%)in footage for at Least 52 weeks and online sales.
The measure is used widely in the retail industry as an indicator of sates
performance. It excludes the impact of new stores, closed stores or
stores with significant footage change.

Definition and purpose

52 weuks ending

2Z8 March 30 March
2020 2019
£m £m

UK Food

Like-for-like 5,872 5,760.7
Net new space 156.1 1427
Total UK Food revenue 6,028.2 5,903.4
UK Clothing & Home

Like-for-tike 31969 34070
Net new space 12.2 928
Yotal UK Clothing & Home revenue 3,2091 3,499.8

M&S.comrevenue/ None Not appticable Total revenue through the Group's online platforms. These revenues
Online revenue are reported within the relevant UK Clothing & Home, UK Food and
International segment results. The growth in revenues on a year-on-year
basis is a2 good indicator of the perforrmance of the online channel and
is a measure used within the Group's incentive plans. Refer to the
Remuneration Report for an explanation of why this measuwre is
used within incentive plans.
Revenue growthat  Neone Not applicable The period-on-period change inrevenue retranstating the previous
constant currency year revenue at the average actual periodic exchange rates usedin
the current financial year. This measure is presented as a means of
eliminating the effects of exchange rate fluctuations on the period-
oh-period reported results. ! '

2019/20 200819
(1) £m

%

international revenue

At constant currency 9446 969.1 {2.5)
Impact of FX retransiation - 5.0

At reported currency 9446 974.1 (3.0)

Adjusting items None Not applicable Those items which the Group excludes from its adjusted profit metrics in
order to present a further measure of the Group's performance. Each of
these items, costs or incomes, is considered to be significant in nature
and/or quantum or are consistent with items treated as adjusting in prior
periods. Excluding these items from profit metrics provides readers with
helpful additionalinformation on the performance of the business across |
periods because it is consistent with how the business performanceis
planned by, and reported to, the Board and the Operating Committee.
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GLOSSARY CONTINUED

Closest equivalant

Reconciling items to

APM y »

¥

P
and purp

Income Statement Measures continued

EBIT before EBIT

Adjusting items

Calculated as profit before the impact of adjusting itemns, net finance

adjusting itemns (see note 5) costs and tax as disclosed on the face of the consclidated income
statement. This measure is used in calculating the return on capital
employed for the Group.

Ocade Retail EBIT Not applicable Calculated as Ocado Retail Limited earnings before interest, taxation,

Lirmited EBITDA depreciation, amortisation, impairment and exceptional items.

Operating Profit before tax Adjusting items Operating profit before the impact of adjusting items, financing income/

profit before (See note 5) costs and tax. The Group considers this to be an important measure of

adjusting items

Croup performance and is consistent with how the business performance
is reported and assessed by the Board and the Operating Committee,

Profit before tax Profit before tax
and adjustingitems
¥

Adjusting items
{see note 5)
[ ]

Profit before the impact of adjusting items and tax. The Croup considers
this to be animportant measure of Group performance and is consistent
with how the business performance is reported and assessed by the
Board and the Operating Committee.

This is a measure used within the Group's incentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
within incentive plans.

Adjusted earnings  Earnings
per share per share

Adjusting items
(see note 5)

Profit after tax attributable to owners of the parent and befere the
impact of adjusting items, divided by the weighted average number
of ordinary shares in issue during the financial year.

This is a measure used within the Group's incentive plans. Refer to the
Remuneration Report for an explanation of why this measureis used.

Adjusted diluted Diluted earnings

Adjusting items

Profit after tax attributable to owners of the parent and before the

earnings per share  pershare (see note 5) impact of adjusting iterns, divided by the weighted average number
of ordinary shares in issue during the financial year adjusted for the
effects of any potentially dilutive options.
Effective tax Effective taxrate Adjusting itemns Total income tax charge for the Group excluding the taximpact of
rate before and their tax adjusting items divided by the profit before tax and adjusting items.
adjusting items impact {see note 5) This measure is an indicator of the ongoing tax rate for the Group.
Balance sheet measures
Net debt None Recenciliation Net debt comprises total borrowings (bank and bonds net of accrued
of net debt interest and lease liabilities), net derivative financiat instruments that
(see note 27) hedge the debt and the Scottish Limited Partnership liability to the

Marks and Spencer UK Pension Scheme less cash, cash equivalents
and unlisted and short-term investments. Net debt does not include
contingent consideration as it is conditional upon future events which
are not yet certain at the balance sheet date.

This measureis a good indication of the strength of the Group’s balance
sheet position and is widely used by credit rating agencies.
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Capitalemployed  Net assets

Refer to definition

The net total of assets and liabilities as reported in the annual financial
statement excluding assets and Liabilities in relation to investment
property, net retirement benefit position, derivatives, current and
deferred tax liabilities, Scottish Limited Partnership liability, non-current
borrowings and provisions in respect of adjusting items.

This measure is usedin the calculation of return on capital employed.

Cash flow measures
Free cash flow Net cashinflow  See Financiat The cash generated from the Croup’s operating activities less capital
from operating Review expenditure, cash lease payments and interest paid.
activities This measure shows the cash retained by the Croup in the year.
Free cash flow Netcashinflow  See Financial Calculated as the cash generated from the Group's operating activities
pre-shareholder fromoperating Review less capital expenditure and interest paid, excluding returns to
returns activities shareholders (dividends and share buyback).

This measure shows the cash generated by the Group during the year
that is available for returning to shareholders and is used within the
Croup’s incentive plans.
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GLOSSARY CONTINUED

APM ¥ tory me2ou -.w Definition and purpote
Other measures
Cavid-19 scenario None Not applicable As part of the Group's norrmal financial planning process, the Board

approved the 2020/21 budget and three-year plan.

As a result of the UK government restrictions on trade that were
announced in response to the Covid-19 pandemic, the Group revisited the
2020/21 budget and three-year plan to determine a downside scenario.

The downside scenario assumes the current government guidelines
continue for a period of at least Four months, resutting in a significant
decline in sales for the remainder of 2020721, as outlined in the basis
of preparation.

This downside scenario was approved by the Directors and is defined
as the Covid-19 scenario.

Capital expenditure None Not applicable Calculated as the purchase of property, ptant and equipment,
investment property and intangible assets during the year, less proceeds
from asset disposals excluging any assets acquired or disposed of as part
of a business combination or through an investment in an associate.

Return on capital None Not applicable Calculated as being EBIT before adjusting items divided by the average

employed of opening and ciosing capital employed. The measures used in this
calculation are set out below:

2019/20 200819
£m £m

EBIT before adjusting items 580.7 7256
Average capital employed 58875 61402

This measure is used within the Group's incentive plans, Refer to the
Remuneration Report for an explanation of why this measure is used
within incentive plans.

Dividend per share  Nong Not applicable The rotal declared dividends per share in respect of a financial year.

1. EBITis not defined within IFRS but is a widely accepted profit measyure being earnings before interest and tax.
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IMPORTANT NOTICE

NOTICE OF

ANNUAL
COENERAL
INC

2020

Friday 3 July 2020 at TTam
Broadcast from Waterside House
35 North Wharf Road, London, W2 INW

NO PHYSICAL ATTENDANCE PERMITTED

F ¥ [ 3

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to the action you should take, you should immediately consult
your stockbroker, bank manager, solicitor, accountant or other independent professional
adviser authorised under the Financial Services and Markets Act 2000 if you are resident inthe
United Kingdormn or, if you reside elsewhere, another appropriately authorised financial adviser.
if you have sold or otherwise transferred all your shares in the Company, please forward this
document and accompanying documents (except any perscnalised form of proxy, if applicabie)
to the purchaser or transferee, or to the stockbroker or other agent through whom the sale or
transfer was effected, for transmission to the purchaser or transferee.
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NOTICE OF MEETING 2020

DEAR SHAREHOLDER

“‘lam pleasedto
announce the 19th

, Annual General
Meeting of Marks and
Spencer Group plc
will be broadcast on
3 July 2020”7

Nick Folland, General Counsel and
Company Secretary

184 Marksand Spancer Group ple

ANNUAL GENERAL MEETING (AGM)

As the Chairman touched onin his
message to shareholders ¢contained

in your Notice of Availability, the
unprecedented challenges posed by
the Covid-19 pandenic and its tragic
consequences, of which we are all acutely
aware, has necessitated a significant
rethink around how companies such as
ourselves operate. Inevitably, this has
had an impact on our ability to run this
year's AGM in the manner inwhich our
shareholders are accustomed.

The 2020 AGM will be broadcast from
ME&S's Waterside House Support Centre
at lamon 3 July 2020. However, as at the
publication date of this Notice, legislation
and government guidance relating to
Covid-19 prohibits public gatherings
andrestricts non-essential travel, Evenif
the lockdown has ended by 3 Juty 2020,
it is likely that advice will remain in place
to limit sizable gatherings. As such,
shareholders witl not be permitted to
attend this meeting in person.

Although physical attendance will not

be permitted, we have worked hard to
build on our successfut trial of a digital
hybrid AGM last year so that shareholders
are able to participate in the meeting
remotely and submit their voting
instructions ina number of ways,

bothin advance and on the day.

Shareholders are invited to participate

in the AGM via a live webcast which
youcan access by logging on to
http://web.lumiagm.com. On this website,
you can also submit questions and your
voting instructions, both during the
meeting and in advance. A step-by-

step guide on how to join the meeting
electronically and submit your votes and
questions can be found on pages 195 to
196, We strongly encourage you tolog
on and submit any questions in advance
of the meeting.

Sadly, we have to insist on non-attendance
nat only for legal reasons, but because

it is the right thing to do for the safety

of pur calleagues and shareholders.

We therefore encourage shareholders

not to travel to the venue on the day, as
those who do will, regrettably, have to be
turned awdy.

The formal Notice of Meeting follows
this letter. If you cannot join the meeting

electronically on the day, we would still
like to understand the themes and issues
of concern to you, as shareholders.

You may send your comments by email
to chairman@marks-and-spencer.com
with the heading ‘AGM 2020

YOUR VOTE COUNTS

Your vote is important to us. You can:

— Register your proxy vote electronically
by logging on to our Registrar’s website,
shareview.co.uk, or by using the service
offered by Euroclear UK &ireland
Limited for members of CREST.

- Compilete and return a paper proxy
form (enclosed with this notice if
you have elected for hard copy
documents otherwise available
from Equiniti on request).

- Jointhe AGM opline and vote
electronically. Please see page 194
of this Notice for further details.

VOTING BEFORE THE MEETING

Your vote counts and all shareholders are
encouraged to vote either in advance or
on the day. There are four ways to submit
your voting instructions in advance of the
meeting, which are availabte from the
publication date of this Notice:

(1) The Lumi ACGM app.
{2) The Lumiwebsite.
(3) Equiniti’s Shareview website.

(4) éy completing and returning a paber
proxy form.

Paper proxy votes must be received by
nolater than Tlamon 1 July 2020. Paper
proxy forms are available from Equiniti on
request. Votes submitted electronically
via options 1-3 above should be registered
by no fater than Tlam on | July 2020.

After then, you willno longer be able to
submit your proxy vote via Shareview:
Voting via the Lumi app and website will
also close at this time, but will re-open

for voting on the day of the meeting.

You will be able to vote in one of three
ways for each of the resolutions: “For®,
“Against” or “Vote Withheld" Please
note that a “Vote Withheld" is not a vote
inlaw and will not be counted in the
calculation of votes “For® and "Against”
eachresolution,



JOINING THE MEETING AND
VOTING ON THE DAY

There are two ways to vote and ask
questions on the day of the meeting:

() the Lumi ACGM app; and (2) the Lumi
website. Please refer to pages 194 to 196
for instructions an how to join the meeting
and submit your votes on the day.

Voting on all resolutions on the day will
be by way of a pell and the Lumi app and
website will re-open at 9.30am on 3 Juty
for this purpose. From that time, there
will be another opportunity to vote and
submit questions, Votes can be cast via
the app or website once the Chairman
has declared the poll open.

VOTING RESULTS

M&S WEBSITE

The results of the voting will be
announced through a Regulatory
Information Service and will be published
on our website marksandspencer.com/
the€ompany on 3 July 2020 or as soon

as reasonably practicable thereafter.

In 2019, all resolutions were passed at the
meeting with votes ranging from 88.32%
to 99.99% in favour.

EXPLANATORY NOTES

An explanation of each of the resolutions
to be voted on at the AGM is set out below
and on pages 186 to 187

QOur corporate website,
marksandspencer.com/thecompany,
is the principal means we use to
communicate with our shareholders,
There is a wealth of information online
including:
[] A copy of our full Annual Report,
which includes sur Strategic Report.

[7] Allthe latest MAS news, press releases
and investor presentations.

[2] Adetailed account of our approach to
corporate governance at M&S,

EXPLANATORY NOTES TO THE RESOLUTIONS

TO RECEIVE THE REPORTS
AND ACCOUNTS 1

ELECTION OF
DIRECTORS 412

The Board asks that shareholders recetve the Strategic Report,
Directors’ Report, and the financial statements for the 52 weeks
ended 28 March 2020, together with the report of the auditor.

APPROVAL OF THE DIRECTORS’
REMUNERATION REPORT 2

The Directors' Remuneration Report sets out the pay and
benefits received by each of the directors for the year ended
2B March 2020 . In line with legislation, this vote is advisory
and the directors’ entitlement to remuneration is not
conditional on it.

APPROVAL OF THE DIRECTORS'
REMUNERATION POLICY 3

The Direct!ors' Remuneration Policy (the‘Policy') is set out on
pages 74-80 of the Annual Report. It sets out the Company's
policy on remuneration and potential payments to directors
going farward. The Policy must be approved by shareholders
(by means of a separate resolution) at least once every three
years, The current Policy was approved by shareholders at
the AGM in 2017 and is therefore due for renewal. The Policy
for which we are seeking your approval this year is largely
unchanged from that approved by shareholders in 2017.

The key changes to the Policy are shown on page 67 of the
Annual Report. Once the Policy is approved, the Company
will not be able to make a remuneration payment to a current
or future director or a payment for loss of office to a current
or past director unless that payment is consistent with the
Policy or has been approved by a resolution of the members
of the Company.

The directors believe that the Board continues to maintain

an appropriate balance of knowtedge and skills and that all
the non-executive directors are independent in character

and judgement. This follows a process of formal evaluation,
which confirms that each director in office at the time of the
evaluation makes an effective and valuable contribution to the
Board and demonstrates commitment to the role (including
making sufficient time available for Board and Committee
meetings and other duties as required). Tamara Ingram and
Sapna Sood joined the Board on 1 June 2020. Tamara brings
experience from a long leadership career in advertising,
marketing and digital communications, Sapna brings in-depth
knowledge of running comptex supply chains, including

food and clothing, as well as experience of leading large
transformation programmes. Ecin Tonge is alsc confirmed

to join the Board as Chief Financial Officer on 8 June 2020.

In accordance with the UK Corporate Governance Code

(and with the exception of Alison Brittain and Katie Bickerstaffe
who, as previously announced, are standing down fromthe
Board, prior to the AGM), all directors will again stand for
election or re-election, as relevant, at the AGM this year.
Biographies are available on pages 46 and 47 of the Annual
Report, with further details available on our website,
marksandspencer.com/thecompany. It is the Board's view
that the directors’ biographies illustrate why each director’s
contribution is, and continues to be, important to the
Company’s long-term sustainable success.

APPOINTMENT AND
REMUNERATION OF AUDITOR 13-14

Onthe recommendation of the Audit Committee, the Board
proposes in resolution 13 that Deloitte LLP be re-appointed
as auditor of the Company.

Resolution 14 proposes that the Audit Committee be authorised
to determine the level of the auditor's remuneration.
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EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

RENEWAL OF THE POWERS
OF THE BOARD TO ALLOT SHARES

Paragraph (A} of this resolution 15 would give the directors

the authority to aliot ordinary shares of the Company up to

an aggregate nominat amount equal to £162,504,984
(representing 650,019,936 ordinary shares of 25p each).

This amount represents approximately one-third (33.33%) of
the Company's issued share capital as at 25 May 2020, the latest
practicable date before the publication of this Notice,

inline with guidance issued by the Investment Association
{lA), paragraph (B) of this resolution would give the directors
authority to allot ordinary shares in connection with a rights
issue in favour of ordinary shareholders up to an aggregate
nominal amount equal to £325,009,968 {representing
1,300,039,872 ordinary shares), as reduced by the nominal
amount of any shares issued under paragraph (A) of this
resclution, This amount (before any reduction) represents
approximately two-thirds (66.66%) of the issued ordinary
share capital of the Company as at 25 May 2020, the |atest
practicable date before the publication of this Notice.

The authorities saught under paragraphs (A) and (B) of this
resolution will expire at the conclusion of the AGMin 2021 or
on 1 October 202), whichever is sooner. The directors have

no present intention to exercise either of the authorities
sought under this resolution except, under paragraph (A), to
satisfy options under the Company's share option schemes ;
however, the Board wishes to ensure that the Company has
maximum Flexibility in managing the Group's capital resources,

15

As at the date of this Notice, no shares are held by the
Company in treasury.

AUTHORITY TO DISAPPLY
PRE-EMPTION RIGHTS 16-17

Resolutions 16 and 17 are proposed as special resolutions. If the
directors wish to allot new shares or other equity securities,

or sell treasury shares, for cash (other than in connection with
an employee share scheme), company law requires that these
shares are first offered to shareholders in proportion to their
existing holdings.

At last year's AGM, a special resolution was passed, in line with
institutional shareholder guigelines, empowering the directors
to allot equity securities for cash without first offering them to
existing shareholders in proportion to their existing holdings.
It is proposed, under resolution 16, that this authority be
renewed. if approved, the resolution will authorise directors to
issue shares in connection with pre-emptive offers, or atherwise
to issue shares for cash up to an agaregate nominal amount of
£24,375,748 (representing 97,502,990 ordinary shares) which
includes the sale on a non pre-emptive basis of any shares the
Company hotds in treasury for cagh. This aggregate nominal
amount represents approximately 5% of the issued ordinary
share capital of the Company as at 25 May 2020, being the
latest practicable date before the publication of this Notice.

The Pre-Emption Group’s Statement of Principles also supports
the annual disapplication of pre-emption rights in respect of
allotments of shares and other equity securities and sates of
treasury shares for cash where these represent no more than
an additional 5% of issued ordinary share capital (exclusive of
treasury sharesyand are used only in connection with an
acquisition or specified capital investment. The Pre-Emption
Group's Statement of Principles defines “specified capital
investrnent™ as meaning one or more specific capital investment
related uses for the proceeds of anissue of equity securities, in
respect of which sufficient information regarding the effect of
the transaction on the Company, the assets the subject of the
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transaction and (where appropriate) the profits attributable
to themis made avaitable to shareholders to enable them to
reach an assessment of the potential return.

Accordingly, the purpose of resolution 17 isto authorise the
directors to allot new shares and other equity securities
pursuant to the allotment authority given by resolution 15,

or sell treasury shares for cash, without first being required to
offer such securities to existing shareholders, up to a further
nominal amount of £24,375,748 {representing 97,502,990
ordinary shares), being approximately 5% of the issued ordinary
share capital of the Company as at 25 May 2020, the latest
practicable date before the publication of this Notice. The
autharity granted by this resolution, if passed, will only be used
in connection with an acquisition or specified capital investment
which is announced contemporaneously with the allotment,

or which has taken place in the preceding six-month period and
is disclosed in the announcement of the issue. If the authority
given in resolution 17 is used, the Cormpany will publish details
of its use in its next Annual Report.

The authority granted by resolution 17 woutd be in addition

to the general authority to disapply pre-emption rights under
resolution 16. The maximutn nominal value of equity securities
which could be allotted if both authorities were used would be
£48,751,496, which represents approximately 10% of the issued
ordinary share capital of the Company as at 25 May 2020, being
the latest practicable date befare the pubtication of

this Notice.

The directors intend to adhere te the provisions in the
Pre-emption Group’s Statement of Principles and not to allot
shares or other equity securities or sell treasury shares for
cash on a non pre-emptive basis pursuant to the authority

in resolution 16 in excess of an amount equal to 7.5% of the
total issued ordinary share capital of the Company, excluding
treasury shares, within a rolling three-year penod, other than:

{i) With prior consultation with shareholders; or

{ii) In connection with an acquisition or specified capital
investment which is announced contemperaneously with
the allotment or which has taken placein the preceding
six-month period and is disclosed in the announcement
of the allotment.

The directors have no current intention to allot shares except in
cornmection with employee share schemes, These authorities will
expire at the conclusion of the AGM in 2021 or on } October 2021,
whichever is sooner.

AUTHORITY FOR THE COMPANY TO ¢
PURCHASE ITS OWN SHARES 18

Authority is sought for the Company to purchase up to 10% of
its issued ordinary shares renewing the authority granted by
the shareholders at previous AGMs.

The directors have no present intention of exercising the
authority to purchase the Company's own shares, however,
this authority would provide them with the fiexibility to do
soin the future, if the prevailing market conditions made such
purchases in the best interests of shareholders generally.

Ordinary shares purchased by the Company pursuant ta
this authority may be held in treasury or may be cancelled.
It remains the Company's intention te cancel any shares it
buys back rather than hold themin treasury. The Company
currently holds no shares in treasury. The minimum price,
exclusive of expenses, which may be paid for an ordinary
shareis 25p.



EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

The maximum price, exclusive of expenses, that may be paid
far an ordinary share is the highest of:

(i) Anarount equal to 105% of the average market value for
an crdinary share for the five business days immediately
preceding the date of the purchase; and

(i) The higher of the price of the last independent trade and
the highest current independent bid on the trading venues
where the purchase is carried out.

The Company has options outstanding over 52.5 million
aordinary shares, representing 2.7% of the Company's issued
ordinary share capital as at 25 May 2020, the latest practicable
date before the publication of this Notice.

If the existing authority given at the 2019 AGM and the authority
now being sought by this resolution were to be fully used,

tHese options would represent 2.99% of the Company's ordinary
share capital inissue at that date.

NOTICE OF
GENERAL MEETING 19

In accordance with the Companies Act 2006 {the "2006 Act”),
the notice period for general meetings (other than an AGM}is
21 clear days' notice unless the Company:

(i) Has gained shareholder approval for the holding of general
meetings on 14 clear days’ notice by passing a special
resolution at the most recent AGM; and

{ii} Offers the facility for all shareholders to vote by
electronic means.

The Company would like to preserve its ability to call generat
meetings (other than an ACM) on 14 clear days notice. This
shorter notice period would not be used as a matter of routine,
but only where the flexibility is merited by the business of the
meeting and is thought to be in the interests of shareholders
as awhole.

Resolution 19 seeks such approval and, should this resolution
be approved, it will be valid until the end of the next ACM.
This is the same authority that was sought and granted at
last year's ACM.

AUTHORITY TO MAKE
POLITICAL DONATIONS 20

The 2006 Act prohibits companies from making any politicat
donations to EU political organisations or independent
candidates, orincurring EU pol_iticat expenditure, unless
authorised by shareholdersin advance.

The Company does not make, and does not intend to make,
donations to EU political organisations or independent
election candidates, nor does it incur or intend toincur any
EU political expenditure.

However, the definitions of political donations, political
organisations and political expenditure used in the 2006

Act are very wide. As a result, this can cover activities such as
sponsorship, subscriptions, payment of expenses, paid leave
for employees fulfitling certain public duties, and support
for bodies representing the business community in policy
review or reform.

Shareholder approval is being sought on a precautionary basis
only, to allow the Company and any company which, at any
time during the period for which this resolution has effect,

is a subsidiary of the Company, to continue to support the
community and put forward its views to wider business and
government interests, without running the risk of inadvertently
breaching legislation.

The Board is therefore seeking authority to make political
donations and to incur political expenditure not exceeding
£50,000 in total. In line with best practice guidelines published
by the |1A, this resolutionis put to shareholders annually rather
than every four years as required by the 2006 Act.

APPROVAL OF AMENPMENTS TO THE
PERFORMANCE SHARE PLAN RULES 2].

This resolution seeks shareholders*approval for amendments
to the rules of the Marks and Spencer Group Performance
Share Plan 2015 (the PSP). The amendments are made to take
account of updated legislation, recent updates to corporate
governance requirements, and to align the rules with the
Directors’ Remuneration Policy (including the Remuneration
Committee’s discretion to make upwards or downwards
adjustments to the level of vesting of awards, to ensure an
appropriate level of vesting in the context of company

and individual performance and to avoid formulaic outcomes
in accordance with corporate governance best practice).

APPROVAL OF THE RESTRICTED
SHARE PLAN AND DEFERRED
SHARE BONUS PLAN RULES 22—23

These resolutions seek shareholders' approval for the Marks
and Spencer Group Restricted Share Plan 2015, as amended
{the RSP), and the Marks and Spencer Group Deferred Share
Bonus Plan 2015, as amended (the DSBP), (together with the
RSP, the “Plans™). The Plans were adopted by the Remuneration
Committee on 7 July 2015. it is proposed the rules of the Plans
be amended to permit the use of treasury or new issue shares
to satisfy awards made under the Plans, which requires the
approval of shareholders. The Plan rules are also to be updated
to take account of updated legislation, recent updates to
corporate governance requirements, and to align the rules with
the Directors’' Remuneration Policy, in line with the amendments
to the PSP rules described above. The principal terms of the
Plans are summarised on pages 191 to 193 of this Notice.

RECOMMENDATION

Your directors believe that the'proposal.s described above
arein the best interests of the Company and its shareholders
as awhole, and recommend you give them your support by
voting in favour of all the resolutions, as they intend toin
respect of their own beneficial shareholdings.

Yours faithfully,

Nick Folland, General Counsel
and Company Secretary

London, 26 May 2020

Annual Report & Financial Statements 2020 187



MARKS AND SPENCER GROUPPLC

NOTICE OF MEETING
3 JULY 2020

Notice is hereby given that the Annual
GCeneral Meeting of Marks and Spencer
Group plc (the “Company™) will be
broadcast from Waterside House,

35 North Wharf Road, London, W2 INW
in accordance with the information
provided on page 194 on Friday

3 July 2020 at 11am {the "AGM"} for the
purposes set out below. Please note,
no physical attendance is permitted.

Resolutions 1 to 15 and 20 to 23 will be

proposed as ordinary resolutions, and
resolutions 16 to 19 will ke proposed as
special resolutions.

+

1. To receive the Strategic Report,
Directors’ Report, and the financial
statements for the 52 weeks ended

28 March 2020 , together with the report
of the auditor.

2. To approve the Directors’ Remuneration
Report for the year ended 28 March 2020,
as set out on pages 66 to 92 of the

Annual Report (excluding the Directors
Rermuneration Policy set out on pages

74 to 82).

3. To approve the Directors’ Remuneration
Policy as set out on pages 74 to BO of
the Anmual Report,

To re-elect the following directors who are
seeking annual re-election in accordance
with the UK Corporate Governance Code:

4. Archie Norman

5. Steve Rowe

6. Andrew Fisher L

7. Andy Halford

8. Pip McCrostie

9. Justin King

To elect the following directors
appointed to the Board since the
last Annual General Meeting:

10. Eoin Tonge

11. Sapna Sood

12. Tamara Ingram

To view our Board biographies go to
the lnvestors section of our corporate
website, marksandspencer.com/
thecompany
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13. To resolve that Deloitte LLP be, and is
hereby, re-appointed as auditor of the
Company to hold office untit the conclusion
of the next general meeting at which
accounts are laid before the Company.

14. To resolve that the Audit Committee
determine the remuneration of the
auditor on behalf of the Board.

15. DIRECTORS’ AUTHORITY TO
ALLOT SHARES

To resolve that the directors be and

are hereby authorised generally and
unconditionally to exercise al{ the powers
of the Company toallot sharesinthe
Company and to grant rights to subscribe
for ar convert any security into sharesin
the Company:

(A} Up toanominal amount of
£162,504,984 (such amount to be
reduced by any allotments or grants
made under paragraph (B) below
in excess of suich sumy), and

{B) Comprising equity securities
(as defined in Section S60(1) of
the Companies Act 2006)uptoa
nominal amount of £325,009,968
{such amount to be reduced by any
allotments made under paragraph
(A) above)in connection with an offer
by way of a rightsissue:

{i) Toordinary shareholdersin
proportion (as nearly as may
be practicable) to their existing
holdings; and

(if) To holders of other equity
securities as required by the
rights of those securities or as
the directors ctherwise consider
necessary,

and so that the directors may impose

any limits or restrictions and make any
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractional entitlements,
record dates, legal, regulatory or practical
problems in, or under the Laws of, any
territory or any other matter.

The authorities conferred on the directors
to altot securities under paragraphs (A)
and (B} will expire at the conclusion of the
AGM of the Company te be held in 2021

or on 1 October 202), whichever is sooner,
unless previously revoked or varied by the
Company, and such authority shall extend
to the making before such expiry of an
offer or an agreement that would or might

require relevant securities to be allotted
after such expiry, and the directors may
allot retevant securities in pursuance of
that of fer or agreement as if the authority
conferred hereby had not expired,

16. GENERAL DISAPPLICATION OF
PRE-EMPTION RICHTS

To resolve as a special resolution that,
subject tothe passing of resolution 15,
the directors be empowered to allot
equity securities {as definedin the
Companies Act 2006) for cash under the
authority given by-that resolution (set aut
in this Notice of Meeting), and/or to sell
ordinary shares held by the Company as
treasury shares for cash, as if Section 561
of the Companies Act 2006 did not apply
to any such allotment ar sale, provided
that such authority be limited:

(A) totheallotment of equity securities
and sale of treasury shares in
connection with an offer of, or
invitation to apply for, equity
securities (butinthe case of the
authority granted under paragraph
(B) of resolution 15, by way of a
rights issue only).

(i) to ordinary shareholders in
proportion (as nearly as may
be practicable) to their existing
holdings; and

(i to holders of other equity
securities as required by the rights
of those securities or as the
directors otherwise consider
necessary,

and so that the directors may impose

any limits or restrictions and make any
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractional entitlements,
record dates, legal, regulatory or practical
problems in, or under the laws of, any
territory or any other matter; and

(B) inthe case of the authority granted
under paragraph (A) of resolution 15
and/or in the case of any sale of
treasury shares, to the allotment of
equity securities or sale of treasury
shares (otherwise than under
paragraph (Ayabove) up to a nominal
amount of £24,375,748,

and shall expire at the conclusion ¢f the
AGM to be held in 2021 or on 1 October
2021, whichever is sooner (unless
previousty revoked or varied by the
Company in general meeting), provided



that the Company may before that date
make offers, and enter into agreements,
which would, or might, require equity
securities to be allotted (and treasury
shares to be sold) after the authority
ends and the directors may atiot equity
securities (and sell treasury shares) under
any such offer or agreement as if the
authority had not ended.

17. ADDITIONAL DISAPPLICATION
OF PRE-EMPTION RICHTS

To resolve as a special resotution that,
subject to the passing of resalution 15,

the directors be empowered in addition

to any authority granted under resolution
16 to allot equity securities (as defined in
the Companies Act 2006) for cash under
the authority given by that resolution 15
(set out in this Notice of Meeting) and/for to
sell ordinary shares held by the Company
as treasury shares for cash as if Section 561
of the Companies Act 2006 did not apply
to any such allotment or sale, provided
that such authority be:

{A) limited to the allotment of equity
securities or sale of treasury shares up
to anominal amount of £24,375,748;
and

{B8) used only forthe purposes of
financing {or refinancing, if the
authority is to be used within six
months after the original transaction)
atransaction which the directors of
the Company determine tc be an
acquisition or other capital investment
of akind contemplated by the
Statement of Principles on
Disapplying Pre-Emption Rights
most recently published by the
Pre-Emption Group prior to the
date of this Notice of Meeting,

and shall expire at the conclusion of the
ACM to be held in 2021 or on 1 October
2021, whichever is sooner (Unless
previously revoked or varied by the
Companyin general meeting), provided
that the Company rmay before that date
make offers, and eriter into agreements,
whichwould, or might, require equity
securities to be allotted (and treasury
shares to be sold) after the authority
ends and the directors may allot equity
securities (and sell treasury shares)
under any such offer or agreement as
ifthe authority had not ended.

18. COMPANY'5 AUTHORITY TO
PURCHASE ITS OWN SHARES

To resolve as a special resolution that the
Company is authorised for the purposes
of Section 701 of the Companies Act 2006
to make one or more market purchases
(as defined in Section 693(4) of the
Companies Act 2006) of its ordinary
shares of 25p each ("ordinary shares®),
such power to be limited:

{A) Toamaximum number of 185 million
ordinary shares.

{B) Bythe condition that the minimum
price which may be paid for an
ordinary share is 25p and the
maximum price which may be paid
for an ordinary share is the highest of:

(i) anamount equal to 105% of
the average market value of an
ordinary share for the five business
days immediately preceding the
day on which that erdinary share is
contracted tc be purchased; and

(if) the higher of the price of the last
independent trade of an ordinary
share and the highest current
independent bid for an ordinary
share on the trading venues where
the purchase is carried out,

ineach cas:a, exclusive of expenses, such
power to apply until the end of the AGM
to be held in 2021 or until 1 October 2021,
whichever is sooner, but in each case

so that the Company may enterintc a
contract to purchase ordinary shares
which witl or may be completed or
executed wholly or partly after the power
ends and the Company may purchase
ordinary shares pursuant to any such
contract as if the power had not ended.

19. CALLING OF GENERAL MEETINGS
ON 14 DAYS' NOTICE

Toresolve as a special resotution that a
general meeting other than an Annual
General Meeting may be calted onno
fewer than 14 ctear days’ notice.

20. POLITICAL DONATIONS

To resolve that, in accordance with Section
366 of the Companies Act 2006, the
Company and any company which, at

any time during the period for which this
resotution has effect, is a subsidiary of the
Company, be and are hereby authorised to:

{A) make political donations to political
parties orindependent election
candidates, not exceeding £50,000
in'total; \

{B)} make political donaticns to political
organisations other than political
parties, not exceeding £50,000
intotal; and

(C) incur political expenditure not
exceeding £50,000in total,

provided that the aggregate amount
of any such donations and expenditure
shall not exceed £50.000, during the
period beginning with the date of the
passing of this resolution and ending
at the conclusion of the AGM to be
held in 2021 or on 1 October 2021,
whichever is sooner.

For the purpose of this resolution,

the terms “political donations”, “political
parties”, “independent election
candidates”, “political organisations” and
“political expenditure” have the meanings

set out in Sections 363 to 365 of the
Companies Act 2006.

21. AMENDMENTS TO THE
PERFORMANCE SHARE PLAN RULES

To approve the amendments to the

rules of the Marks and Spencer Croup
Performance Share Plan 2015 (the PSP),

as summarised in the explanatory notes
and as shown in the copy of the PSP rules
presented to the meeting, and authorise
the directors of the Company to do all
acts and things they consider necessary
or expedient to implement and give effect
to this resolution.

22. APPROVAL OF THE RESTRICTED
SHARE PLAN RULES s

To approve the rules of the Marks and
Spencer Group Restricted Share Plan
2015, as amended (the RSF), the principal
terms of which are summarised pages

191 to 192 of this Notice, and a copy of the
rules of which are presented to the
meeting, and authorise the directors of
the Company to do all acts and things
they consider necessary or expedient

to implement and give effect to the RSP,
and to establish further plans based on
the RSP but modified to take account of
local tax, exchange control or securities
laws in overseas territories, provided that
any shares made available under any
further plans will count against any limits
on individual or overall participationin
the RSP.

23. APPROVAL OF THE DEFERRED
SHARE BONUS PLAN RULES

To approve the rules of the Marks and
Spencer Croup Deferred Share Bonus Plan
2015, as amended (the DSBP), the principal
terms of which are summarised on pages
192 to 193 of this Notice, and as shown

in the copy of the rules presented to the
meeting, and authorise the directors of
the Company to do all acts and things
they consider necessary or expedient to
implement and give effect to the DSBP,
and to establish further plans based on
the DSBP but modified to take account of
local tax, exchange control or securities
laws in overseas territories, provided that
any shares made available under any
further plans will count against any timits
on individual or overall participation in

the DSBP.

By order of the Board

Nick Folland, General Counsel
and Company Secretary

London, 26 May 2020

Registered office Waterside House,
35 North Wharf Road, London W2 INW.

Registered in England and Wales
No. 4256886.
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NOTES

1. Biographies of the directors seeking
election are given in the Annual Report on
pages 46 and 47, including membership of
the principal Committees. The terms

of the current directors’ service contracts
are such that all executive director
appointments may be terminated by the
Company giving 12 months’ notice and by
the individual giving six months' notice;
non-executive directors have agreements
for service which can be terminated on
three months' notice by either party;

the Chairman has an agreement for
service which requires six months’ notice
by either party.

2, Registered Shareholders; Members

are entitled to appoint a proxy to exercise
all or any of their rights to electronically
attend, ask questions and vote on their
behalf at the AGM. Mermbers may appoint
more than one proxy in relation to

the AGM provided that each proxy is
appointed to exercise the rights attached
to a different share or shares held by

that shareholder. A proxy need not be

a shareholder of the Company. To request
one or more paper proxy forms (to
appoint more than one proxy), please
contact our shareholder helpline on

0345 609 0810. Please indicate the
number of shares in relation to which
each proxy is authorised to act in the box
below the proxy holder's name. Please
also indicate if the instruction is one of
multiple instructions being given,and if a
proxy is being appointed for less than your
full entitlernent, please enter the number
of shares in relation to which each such
proxy is entitled to act in the box below
the relevant proxy holder’s name. The
proxy form assurnes you wish to vote on
all your sharesin the same way. To vote
only part of your holding or to vote some
shares one way and some another,

please contact the shareholder hetpline,
All proxy forms must be signed and
should be returned together.

4.In the case of joint holders, where more
than one of the joint holders purports to
appoint a proxy, only the appointment
submitted by the most senior holder will
be accepted. Seniority is determined by
the order in which the names of the joint
holders appear in the Company's register
of members in respect of the joint holding
(the first-named being the most senior).

§. votes submitted in advance of the
meeting using the Lumi ACM app or
website will constitute an instruction to
appoint the Chairman of the meeting

as proxy. The shares covered by the
instruction will be voted as directed by the
shareholder in respect of the resolutions
referred to in this Notice of Meeting and
any adjournment thereof.

6. To be valid, any proxy form or other
instrument appointing a proxy must be
received by post (during normal business
hours only) or by hand at Equiniti, Aspect
House, Spencer Road, Lancing, West
Sussex BN99 6DA no later than 11lam

on Wednesday ) July 2020.

3. If you would like to submit your vote
electronically in advance of the AGM,
you can do so by downloading the Lumi
ACM smartphone app or accessing the
Lumi website, http://web.lumiagm.com.
Instructions are available on page 195
and 196 of this Notice. Alternatively,

you can submit your instruction by visiting
shareview.co.uk (see page 197 for further
instructions). You are advised to read the
terms and conditions of use. All advance
electronic votes should be submitted by
ne later than lam on Wednesday 1 July
2020. If you return paper and electronic
instructions, those received last by the
Registrar before 1lamon Wednesday
1Juiy 2620 will take precedence.
Electronic comnmunication facilities are
available to all shareholders and those
that use them will not be disadvantaged.
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7. The return of a completed paper proxy
form, other such instrument or any
CREST proxy instruction (as described

in paragraph 15 on the following page)
will not prevent a sharehotder voting
electronicaity later if he/she/they

wishes to do so.

8. Indirect shareholders: Any person to
whorn this Notice is sent who is a person
nominated under Section 146 of the
Companies Act 2006 to enjoy information
rights {a "Norminated Person”) may, under
anagreement between him/her and

the shareholder by whom hefshe was
nominated, have a right to be appointed
{or to have someone else appointed) as a
proxy for the AGM. If a Nominated Person
has no such proxy appointment right or
does not wish to exercise it, he/she may,
under any such agreement, have a right
to give instructions to the shareholder

as to the ekercise of voting rights.

9. The statement of the rights of
shareholders in relation to the
appointment of proxies in paragraphs
2 to 7 does not apply te Nominated
Persons. The rights described in these
paragraphs canonly be exercised by
shareholders of the Company.

10. To be entitled tojoin the meeting,
submit questions and vote (and for the
purpose of the determination by the
Company of the votes they may cast),
shareholders must be entered onthe
Register of Members of the Company

by 6.30pm on Wednesday 1 July 2020
(or,in the event of any adjournment,
6.30pm on the date which is two working
days prior to the adjourned meeting).
Changes to the Register of Members after
the relevant deadline shall be disregarded
in determining the rights of any personto

join, submit gquestions and vote at
the meeting.

11. The following documents are available
for inspection at an agreed time at the
Company's registered office: Waterside
House, 35 North Wharf Road, London

W2 INW Email company.secretary@
marks-and-spencer.com during

normal business hours on any weekday
{excluding public holidays).

(i) Copiesof the executive directors’
service contracts,

Copies of the non-executive directors’
letters of appointment.

Copies of the directors' Deeds *
of Indemnity.

A copy of the Articles of Association
of the Company.

The rules of the Marks and Spencer
Group Restricted Share Ptan 2015,
asamended.

The rules of the Marks and Spencer
Group Deferred Share Bonus Plan
2015, as amended.

(vii) The rules of the Marks and Spencer
Croup Performance Share Plan 2015,
as amended.

(viif))Copies of these documents will
also be available at the AGM for at
least 15 minutes before and during
the meeting.

12. Shareholders are advised that,

unless otherwise specified, the telephone
numbers, website and email addresses
set put in this Notice or proxy forms are
not to be used for the purpose of serving
information or documents on the
Cornpany, including the service of
documents or information relating to
proceedings at the Company's AGM,

13. As at 25 May 2020 (the latest
practicable date befare the publication of
this Notice), the Company’s issued share
capital consists of 1,950,059,808 ordinary
shares carrying one vote each. Therefore,
the totat voting rights in the Company

as at 25 May 2020 are 1,950,059,808.

14. CREST members who wish to appoint

a proxy or proxies through the CREST
electronic proxy appointrment service may
do so for the AGM and any adjournment
thereof by using the procedures described
in the CREST manual. CREST personal
members or other CREST-sponsored
members, and those CREST members who
have appointed a service provider, should
refer to their CREST sponsor or voting
service provider, who will be able to take
the appropriate action on their behalf.

{vi)

15. For a proxy appointment or instruction
made using the CREST service to be valid,
the appropriate CREST message {a “CREST
proxy instruction”y must be properly




NOTES CONTINUED

authenticated in accordance with
Eurocitear UK & reland Limited's
specifications and must contain the
information required for such instruction,
as described in the CREST manual
{availlable via euroclear.com).

The message, regardless of whetherit
constitutes the appointment of a proxy or
is an amendment to the instruction given
to a previously appointed proxy must, in
order to be valid, be transmitted sc as to
be received by Equiniti {(ID RAI9) by 1lam
on Wednesday 1 July 2020. For this
purpose, the time of receipt willbe taken
te be the time {as determined by the time
stamp applied to the message by the
CREST Application Host) from which
Equinitiis able to retrieve the message
by enquiry to CREST in the manner
prescribed by CREST. After this time,

any change of instructions to proxies
appointed through CREST should be
communicated to the appointee through
other means.

16. CREST members and, where
applicable, their CREST sponsors, or
voting service providers should note
that Euroclear UK & Ireland Limited does
not make available special procedures
in CREST for any particular message.
Normal systermn timings and limitations
will, therefore, apply inrelation to the
input of CREST proxy instructions. It is
the responsibility of the CREST member
concerned to take (or, if the CREST
member is a CREST personal member,
or sponsored member, or has appointed a
voting service provider, to procure that
his/her/their CREST sponisor or voting
service provider{s) take(s)) such action
as shall be necessary toensure that a
message is transmitted by rmeans of the

CREST system by any particutar time,

in this connection, CREST members and,
where applicable, their CREST sponsors or
voting system providers are referred in
particular to those sections of the CREST
manual concerning practical limitations
of the CREST systern and timings.

17. The Company may treat as invalid

a CREST proxy instruction in the
circumstances set out in Regulation
35(5)a) of the Uncertificated Securities
Regulations 200,

18. Any corporation that is amember
can appoint one or more corporate
representatives who may exercise on
its behalf all of its powers as a hember,
provided that they do not do soin
relation to the same shares.

19. Under Section 527 of the Companies
Act 2006, members meeting the
threshold requirernents set out in that
section have the right to require the
Cornpany to publish on a website a
statement setting out any matter
relating to:

{f} Theaudit of the Company's accounts
(ncluding the auditor’s report and
the conduct of the audit) that are to
be laid before the AGM; or

(i) Anycircumstance connected with
an auditor of the Company ceasing
to hold office since the previous
meeting at which annual accounts
and reports were laid in accordance
with Section 437 of the Companies
Act 2006. The Company may not
require the shareholders requesting
any such website publication to
pay its expenses in complying with
Sections 527 or 528 of the Companies

Act 2006, Where the Company is
required to place a statementon a
website under Section 527 of the
Companies Act 2006, it must forward
the staterment to the Company's
auditor not later than the time when
it makes the statement available on
the website. The business which may
be dealt with at the AGM includes any
statement that the Company has
been required under Section 527 of
the Companies Act 2006 to publish
onawebsite.

20. Any member electronically joining

the meeting has the right to ask questions.
The Company must have cause to answer
any such question relating to the business
being dealt with at the meeting but no
such answer need be given if;

(i} Todosowouldinterfere unduly with
the preparation for the meeting or
involve the disclosure of confidential
information; or

(i} Theanswer has already been given
on awebsite in the form of an answer
to a question; or

{iii} Itis undesirable in the interests
of the Company or the good order
of the meeting that the question
be answered.

21. A copy of this Notice, and other
information required by Section 311A of
the Companies Act 2006, can be found at
marksandspencer.com/thecompany

22. Please see the letter dated 26 May
2020 from the General Counsel and
Company Secretary on pages 184 to 187
for further explanatory notes,

SUMMARY OF THE PRINCIPAL TERMS OF THE RESTRICTED SHARE PLAN

1.VINTRODUCTION

The Marks and Spencer Group Restricted
Share Plan (the RSP) permits the grant*
of options, conditional awards or
forfeitable share awards over ordinary
shares (Shares)in the Company (Awards),
at the discretion of the remuneration
committee of the Board of Directors (the
Committee). The RSP was adopted by the
Committee on 7 July 2015. It is proposed
the RSP be amended to permit the use of
treasury or new issue shares to satisfy
awards made under the RSP, and so
shareholders are asked to approve

the RSP rules, in accordance

with the UKLA Listing Rules,

1.2 ELIGIBILITY

Allemployees of the Companyora
participating company (the Group)
(including executive directors) are eligible
to participate in the RSP. The Committee
determines which employees will be

granted Awards and what type of Awards
will be granted. Employees holding an
Award are referred to as “participants”.

1.3 GRANT OF AWARDS

Awards may usually be granted during

the six week period following (i) the

date on which the RSP is approved by
shareholders, or (i) the announcement

of Company results for any period.
Awards may also be granted when the
Cormmittee considers circumstances are
sufficiently exceptional to justify the grant
of Awards (including to allow the quarterly
grant of Awards where the Committee
determines appropriate).

No Awards may be granted from 6 July
2025 {that is, the expiry of the period of

10 years beginning with the date on which
the RSP was established by the Company).

No payment is required for the grant of
an Award. Awards are not transferable
except ondeath and are not pensionable,

1.4 DIVIDENDS EQUIVALENTS

The Committee may decide that an

Award willinclide the right to a payment
in cash or Shares on vesting, equivalent

to dividends that would have been paid on
the Shares subject to the Awards between
grant and vesting,

1.5 DILUTION LIMITS

No Award may be granted under the

RSP if it would cause the number of Shares
issued or issuable under the Company’s
share plans in the preceding ten years to
exceed 10% of the Company's issued
ordinary share capital at that time.

In addition, no Award may be granted
under the RSP if it would cause the
number of Shares issued or issuable under
the RSP or any other of the Company’s
executive share plans in the preceding

ten years to exceed 5% of the Company's
issued ordinary share capital at that time.
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SUMMARY OF THE PRINCIPAL TERMS OF THE RESTRICTED SHARE PLAN CONTINUED

1.6 CONDITIONS

1.9 MALUS AND CLAWBACK

The vesting of Awards may be subject

to the satisfaction of one or more
conditions which will be stated at the date
of grant, The Committee may choose to
apply nG formal performance conditions,
save for continued service.

1.7 NORMAL VESTING

Awards normailly vest, subject to

the satisfaction of any applicable
performance conditions stated at the
date of grant, on the day after the end
of the restricked period specified by the
Committee on the date of grant, provided
the participant remains employed in the
Group. Following vesting, Awards which
are granted as options are normally
exercisable up to the tenth anniversary
of the date of grant.

The Committee may adjust the level of
vesting {upwards or downwards) to ensure
itis appropriate and fairin the context of
the overall performance of the Company
or the participant.

Shares allotted under the RSP rank
equally with other Shares then inissue
(except for rights arising by reference

to a record date prior to their allotment).

1.8 POST-VESTING AND
POST-CESSATION HOLDING
REQUIREMENTS

Following the vesting of an Award or the
cessation of a participant's employrment
with the Group, the Shares subject to an
Award may be subject to a holding period,
determined by the Committee at the time
of grant, during which they may not be
assigned, or disposed of.

Where an Award has been granted

subject to a post-vesting or post-cessation
holding requirement, the vested or
exercised Shares will be delivered (net of

any tax liability) to such nominee, or other |

holding arrangement, as the Committee
may determine.

The Committee may in its absolute
discretion determine before vesting to
reduce the number of Shares subject to an
Award, cancel the Award orimpose further
conditions on the Award in circumstances
it considers appropriate, including, but nok
limited to, a maternal misstaterment of the
Company's audited results.

In addition, the Committee may inits
absolute discretion reclaim Awards paid to
individuals for up to two years after their
vesting date, if the Committee determines
the circumstances to be appropriate.
Circumstances include gross misconduct
of where a material misstatement of the
financial reports has occurred.

L0 LEAVERS

An Award will lapse if a participant ceases
to hold employment with the Croup prior
to vesting, unless the cessation is by
reason of disability, ill-health, injury,
retirement with the agreement of the
employer, sate of the employing company
or business unit out of the Group or

any other reason at the Committee's
discretion, In these circumstances the
Award will vest on the date of cessation
(unless the Committee determines it

will vest on another date). Awards will

be pro-rated, unless the Committee
determines otherwise, to refiect the
period between grant and cessation as

a proportion of the original vesting
period. Inthe event of death, an Award will
vest in full if it has not already vested.

Awards granted as options may be
exercised during a period of 12 months
commencing on the date of vesting,
provided that options must be exercised
before the expiry of ten years following
the date of grant.

1.11 CORPORATE EVENTS

Awards will vest on a takeover, scheme
of arrangement or winding up (except an
internal reorganisation). Awards granted
as options may be exercised during a
period of one month following the

retlevant event (provided always that
options must be exercised before the
expiry of ten years following the grant
date). Onaninternal reorganisation,
Awards will be replaced by equivalent
awards over shares in a new holding
company unless the Committee
decides otherwise.

If a demerger, special dividend or

similar event is proposed which, in the
Committee’s opinion, would materialty
affect the market price of Shares subject
to Awards, the Committee may determine
those Awards will vest. Awards granted as
options may be exercised during such
period as the Committge may determine.

112 VARIATION OF CAPITAL

On avariation in the Company’s share
capital, a special dividend or any event
that would materially affect the market
price of the Shares subject to Awards,

the Committee may adjust the number of
Shares subject to Awards as apprepriate.

1.13 ALTERATIONS

The Committee mayamend the rules

of the RSP, provided that no amendment
to the advantage of participants or
employees may be made to: (3) the
provisions relating to who is eligible to
participate, (b) the individual limits on
participation, {c) the overall limits on the
aumber of Shares that can beissued or
transferred from treasury under the RSP,
(d) the basis for determining a participant's
entitlement to, and the terms of, Shares
or cash, (e} the adjustments that may be
made in the event of any variation of
capital, or (F) the adjustment provision in
the RSP rules, without the prior approval
of the shareholders of the Company in
ageneral meeting.

The above rule does not apply if the
amendment is minor and made to berefit
the administration of the RSP, or to take
account of a change in legislation or to
abtain or maintain favourabile tax,
exchange control or regulatory treatment.

SUMMARY OF THE PRINCIPAL TERMS OF THE DEFERRED SHARE BONUS PLAN

11INTRODUCTION

The Marks and Spencer Group Deferred
Share Bonus Plan (the DSBP) provides
for part of a participant’s cash bonus in
respect of a financial year granted under
the Company's discretionary bonus
arrangements, to be awarded in the

form of options, conditional awards or
forfeitable share awards over ordinary
shares (Shares) in the Company (Awards),
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at the discretion of the remuneration
committee of the Board of Directors

(the Commiittee). The DSBP was adopted
by the Committee on 7 July 2015. Itis
proposed the DSBP be amended to permit
the use of treasury or new issue shares

to satisfy awards made under the DSBP,
and so shareholders are asked to approve
the DSBP rules, in accordance with the
UKLA Listing Rules.

1.2 ELIGIBILITY

All employees of the Companyora
participating company {the Group)
{including executive directors) are eligible
to participate in the DSBP in any financiat
year, provided they received acash bonus
under the Company’s discretionary bonus
arrangement in the same financial year.
The Committee determines which
employees will be granted Awards and
what type of Awards will be granted.
Employees holding an Award are

referred to as "participants”.




SUMMARY OF THE PRINCIPAL TERMS OF THE DEFERRED SHARE BONUS PLAN CONTINUED

1.3 GRANT OF AWARDS

Awards may usually be granted during

the six week period following () the

date on which the DSBP is approved by
shareholders, or (i} the announcement

of Company results for any period. Awards
may also be granted when the Committee
considers circumstances are sufficiently
exceptional to justify the grant of Awards.

No Awards may be granted from 6 July
2025 (that is, the expiry of the period
of 10 years beginning with the date on
which the DSBP was established by
the Company).

No payment is required for the grant of
an Award. Awards are not transferable
except on death and are not pensionable.

1.4 DIVIDENDS EQUIVALENTS

The Committee may decide that an

Award will include the right to a payment
in cash or Shares on vesting, equivalent

to dividends that would have been paid on
the Shares subject to the Awards between
grant and vesting.

1.5 INDIVIDUAL LIMIT

The maximum total rarket vatlue of
Shares over which an Award may be
granted to any participant during any
financial year of the Company may not
exceed such amount as is specified in
any discretionary bonus arrangement
operated by a participating company of
the Group.

1.6 DILUTION LIMITS

No Award may be granted under the DSBP
if it would cause the number of Shares
issued or issuable under the Company's
share plans in the preceding ten years to
exceed 10% of the Company’s issued
ordinary share capital at that time.

In addition, no Award may be granted
under the DSBP if it would cause the
number of Shares issued or issuable under
the DSBP or any other of the Company’s
executive share plans in the preceding

ten years to exceed 5% of the Company's
issued ordinary share capital at that time.

1.7 NORMAL VESTING

Awards normally vest following the third
anniversary of the date of grant provided
the participant remains employedin the
Group. Following vesting, Awards which
are granted as options are normally
exercisable up to the tenth anniversary
of the date of grant.

The Committee may adjust the level of
vesting (upwards or downwards) to ensure
it is appropriate and fair in the context of
the overall performance of the Company
or the participant.

1.8 POST-VESTING AND
POST-CESSATION HOLDING
REQUIREMENTS

Following the vesting of an Award or the
cessation of a participant’s employment
with the Croup, the Shares subject to an
Asrard may be subject to a holding period,
determined by the Committee at the time
of grant, during which they may not be
assigned, or disposed of.

Where an Award has been granted

subject to a post-vesting or post-cessation
holding requirement, the vested or
exercised Shares will be delivered

(net of any tax liability) to such nominee,
or other holding arrangement, as the
Committee may determine.

Shares allotted under the DSBP rank
equally with other Shares theninissue
{except for rights arising by reference

to a record date prior to their allotment).

1.9 MALUS AND CLAWBACK

The Committee may in its absolute
discretion determine before vesting to
reduce the number of Shares subject to an
Award, cancel the Award or impose further
conditions on the Award in circumstances
it considers appropriate, including, but not
limited to, a material misstatement of the
Company's audited results.

In addition, the Committee mayinits
absolute discretion reclaim Awards paid to
individuals for up to two years after their
vesting date, if the Committee determines
the circumstances to be appropriate.
Circumstances include gross misconduct
or where a material misstatement of the
financial reports has occurred.

110 LEAVERS

An Award will lapse if a participant ceases
to hold employment with the Group prior
to vesting, unless the cessation is by
reason of death, disability, ili-health, injury,
retirement with the agreement of the
employer, sale of the employing company
or business unit out of the Group or

any other reason at the Committee's
discretion. In these circumstances, the
Award will vast on the date of cessation
{unless the Committee determines it

will vest on the normal vesting date).

Awards granted as options may be
exercised during a period of 12 months
commencing on the date of vesting,
provided that options must be exercised
before the expiry of ten years following
the grant date.

1.11 CORPORATE EVENTS

Awards will vest on a takeover, scheme
of arrangement or winding up (except an
internal reorganisation). Awards granted
as options may be exercised during a
period of one month following the
relevant event (provided always that
options must be exercised before the
expiry of ten years following the grant
date). On an internal reorganisation,
Awards will be replaced by equivalent
awards over shares in a new holding
company unless the Committee
decides otherwise.

If a demerger, special dividend or

simitar event is proposed which, inthe *
Committee’s opinion, would materially
affect the market price of Shares subject
to Awards, the Committee may determine
those Awards will vest. Awards granted

as options may be exercised during such
period as the Committee may determine.

1.12 VARIATION OF CAPITAL

On a variationin the Company’s share
capital, a special dividend or any event
that would materially affect the market
price of the Shares subject tc Awards, the
Committee may adjust the number of
Shares subject to Awards as appropriate.

113 ALTERATIONS

The Committee rmay amend the rules of
the DSBP. provided that no amendment
to the advantage of participants or
employees may be made to: {a) the
provisions relating to who is eligible to
participate, (b) the individual limits on
participation, (c) the overali limits on the
number of Shares that can be issued or
transferred from treasury under the DSBP,
(d) the basis for determining a participant’s
entitlement to, and the terms of, Shares

or cash, (e} the adjustments that may

be made in the event of any variation of
capital, or {f} the adjustment provision in
the DSBP rules, without the prior approval
of the shareholders of the Companyin a
general meeting.

The above rule does not apply if the
amendment is minor and made to benefit
the administration of the DSBP, or to

take account of a change in legislation

or to obtain or maintain favourable tax,
exchange control or regulatory treatment,
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INFORMATION FOR THE DAY

TIMINGS

DOWNLOADING THE
ACM APP

VOTING

Date: Wednesday 3 June 2020

9.00am Registration opens for
vote casting and question
submission in advance of
the meeting.

Date: Wednesday1July 2020

11.00am Opportunity to submit
votes and questions
in advance of the
meeting closes.

Date:  Friday3 Juty 2020 *

9.30am Online meeting
opens and question
submission re-opens.

MN.00am ACM begins and you will
be able to vote once the
Chairman declares the
poll open.

1.00pm (approximately) AGM
closes. The results of the
pollwill be released to the
London Stock Exchange
once collated.

PHYSICAL ATTENDANCE

Inline with the government’s
restrictions on public gatherings,
physical attendance at the meeting
is not permitted. Please refer to

the following information and the
user guides provided on pages

195 and 196 for details of how
tejoin and participate in the
meeting electronically.

ELECTRONIC
PARTICHPATION

Following the success of the

trial last year, M&S is enabling
shareholders to view and participate
in the meeting electronically for

the 2020 ACM, should they wish to
do so. This can be done by either
downloading the dedicated “Lumi
AGM™ app or by accessing the AGM
website, http://weblumiagm.com

Marks and Spencer Group plc

To access the AGM you will need to
download the latest version of the
dedicated AGM App, called "Lurni
ACM", onto your smartphone from the
Coogle Play Store™ or the Apple® App
Store. We recommend that you do this
in advance of the meeting date. Please
note that the appis not compatible
with older devices operating Android
4.4 (and below) or i0S 9 (and below).

ACCESSING THE
AGM WEBSITE

Lumi AGM can also be accessed

online using most well-known internet
browsers such as Internet Explorer
{version 11}, Chrome, Firefox and Safari
ona PC, laptop or internet-enabled
device such as a tablet or smartphone.
if you wish to access the AGM using
this method, please go to https://web.
lumiagm.com on the day.

LOGGING IN

Onaccessing either the app or AGM
website you will be asked to enter a
‘Meeting ITY, which is 148-646-204.

You will then be prompted to enter
your unique username and password,
These can be found printed on your
Notice of Availability that you will have
received by post. Access to the meeting
via the app or website will be available
from 9,30 am on 3 July 2020.

After the resolutions have been
proposed, voting options will appear
on the screen. Press or click the
option that corresponds with the
way in which you wish to vote,

“For”, "Against” or “Withheld".

Once you have selected your choice,
you will see a message on your
screen confirming that your vote
has been received. If you make a
mistake or wish to change your
vating instruction, simply press

or click the correct choice until the
pollis closed on that resolution.

If you wish to cancel your “live”

vote, please press "Cancel”.

Please note that an active internet
connection is required in order to
successFully cast your vote when
the Chairman cormmences polling
on the resolutions. It is your
responsibility to ensure connectivity
for the duration of the meeting.

Advance voting will also be available
on receipt of your Notice of
Availability. For instructions on how
to vote in advance of the meeting,
please refer to the Company
Secretary’s letter on pages 184 to
187 of this Notice and the user
guides on pages 195 to 197.

PROCESS

The process of asking questions,
voting and accessing the ACM
presentation will be further
explained by the Chairman
during the meeting.

Note for duly appointed proxies
and corporate representatives:
Please contact the Company’s
registrar before N.00am on

2 July 2020 on 0345 609 0810 or
+44 121 415 707 if you are catling
from outside the UK for your unigue
username and password. Please
ensure a valid proxy appaintment
has been made by no later than
the voting deadline detailed on
page 184.

Lines are open 8.30am to 5.30pm
Monday to Friday (excluding public
holidays in England & Wales).
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ONLINE USER GUIDE TO THE
ELECTRONIC 2020 ANNUAL

CENERAL MEETING

APP VOTING GUIDE: BEFORE THE AGM

Open the Lumi AGM
app and you will be
prompied to enter
the meeting ID, which
can be found in your
Notice of Availability.

After entering the
meeting ID, you

will be prompted to
enter your unigue
usernarneand
password which
canbefoundin
your Notice of
Availability.

When successfully
authenticated,
shareholders will

be taken tothe
Information Page.
To cast a proxy vote,
select the voting
icon at the bottormn
of the screen.

The resolutions

and voting choices
will be displayed.

To vote, simply select
your voting direction
from the options
shown on screen.

To change your
ming, simply select

a different cption.
Nate: Proxy voting
will clese at 11:00am
on1July 2020.

APP VOTING CUIDE: ON THE DAY

A confirmation
message will appear
to show your vote has
been received after
each motion.

There is no final
submit button,

During the proxy
voting period,
shareholders submit
aquestion by typing
itinto the message
feature.

The ACM will
commence at 1:00am
on 3 July 2020. It can
be accessed through
the same app. You will
be prompted tore
enter the meeting ID.
Followed by your
unique username
and password. Afl of
thesedetails canbe
found in your Notice
of Availability.

The meeting
presentation will
begin at the start

of the AGM. To view
the meeting
presentation, expand
the ‘Broadcast Panel,
located at the bottom
of your device. This
can be minimised

by pressing the

same button.

When the Chairman
declares the poll
open, a list of all
resolutions and
voting ¢choices will
appear on your
device. Scroll
through the list to
view all resolutions.

For eachresolution,
press the choice
corresponding with
the way in which

you wish to vote,
Wwhen selected,
aconfirmation
message will appear.

Ta change your mind,
simply press the
correct choice which
witl override your
previous selection,
To cancel your vote,
press Cancel.

If you would like to
ask a question, select
the messaging icon.
Type your message
within the chat box

at the bottom of the
messaging screen.
Click the send button
to submit.
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ONLINE USER GUIDE TO THE ELECTRONIC 2020 ANNUAL GENERAL MEETING CONTINUED

WEBSITE VOTING GUIDE: BEFORE THE AGM

Go to https:/fweblumiagm.com and you wilt
be prempted to enter the meeting ID which
can be found in your Notice of Availability.

Tovote, simply select your vating direction
from the options shown on screen. Te change
your mind, simply select a different option.
Note: Proxy voting will ciose at 11:00am on

1 July 2020.

After entering the meeting ID, you will be
prompted to enter your unique username
and password which can be found in your
Notice of Avaitability.

A confirmation message will appear to show

your vote has been received after each motion.

There is no final submit button.

WEBSITE VOTING GUIDE: ON THE DAY

When successfully authenticated, shareholders
will be taken to the information Page, To casta
proxy vote, select the vating icon at the top of
the screen. The resotutions and voting choices

will be displayed.

1

During the proxy voting period, shareholders
submit a question by typing itinto the
message feature.

The AGM will commence at 1:00am on 3 July
2020. It can be accessed through the same
platform; https:/fweb.lumiagm.com. You will
be prompted to re enter the meeting ID.
Followed by your unigue username and
password. All of these details can be found

in your Natice of Availability.

For each resolution, press the choice
corresponding with the way in which you
wish to vote, When selected, a confirmation
message will appear.

196 Marks and Spencer Group pl.:

The meeting presentation will begin at the
startiof the AGM, the ‘Broadcast Panel will:
automatically appear at the side of the screen,
you canexpand and minimise the screen

by pressing the Broadcast arrow at the top

of the page.

To change your mind, simply press the correct
choice which will override your previous
selection. To cancel your vote, press Cancel.

When the Chairman declares the poll open,
alist of all resolutions and voting choices
will appear on your device. Scroll through
the list to view all resolutions.

If you would like to ask a guestion, select the
messaging icon. Type your message within
the chat box at the bottom of the messaging
screen. Click the send button to submit.




MARKS AND SPENCER GROUP PLC

SHAREVIEW AGM
GUIDE

REGISTERING FOR SHAREVIEW
(NOTE: VOTING VIA SHAREVIEW WILL NOT BE AVAILABLE ON THE DAY OF THE MEETING)

Navigate to the following URL:
https://uarw.shareview.co.uk
You will be presented with the
following home screen. Please
select the “Register” button in
the top right hand corner.

Then select the "Open Portfolio
Account” button.

You will then be presented with
the following screen.

Please complete alt fields then
select “Set Up Your Account”™.
Your sharehelder reference
number willbe included on
your Natice of Availability.

To continue with your account
set up, please complete all fields
including the security questions.

VOTING AND SUBMITTINC A QUESTION

You have now successfully
registered for a Shareview
portfolio. To activate your account
enter the activation code sent on
the Notice of Availabitity and
select the “Activate” button.

° d

Once you have activated your
account, you will be directed to the
“Welcome Page” You can select
the option to submit a proxy vote,
under the "Viote Online’ section.
Proxy voting and the option

to submit questions via
Shareview will close at 11:00am
on 1 July 2020, Voting via
Shareview will not be available
on the day of the meeting.

° !

You can also select the aption
to ‘Vote online’ from the
*My Investments” page.

o‘

Once you have selected the option
to 'Vete Online’, you will then be
presented with the fallowing
voting page.

To submit a guestion, click the link
at the top of the page before
submitting your vote. When
submitting a question, please
include your full name details in
the subject Line.

In order to submit your vote for
each resclution, press the choice
corresponding with the wayin
which you wish to vote. Once you
have completed this section,
please select “Go”.

You have now successfully
submitted your vote.
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SHAREHOILDER INFORMATION

ANALYSIS OF SHARE REGISTER

Ordinary shares

As at 28 March 2020, the Company had 148,135 registered holders of ordinary shares. Their shareholdings are analysed below. It should
be noted that many of our private investors hold their shares through nominee companies; therefore the actual number of shares held
privately will be higher than indicated below.

- Percentage Number of Fercentage
Numberof of total ordinary of issued
Range of shareholding shareholders shareholders shares’ share capital
1-500 76,880 5190 14,256,619 073
501-1,000 27,450 18.53 20,478,808 1.05
1,001-2,000 21,984 14.84 31,393,772 1.61
2,001-5,000 15,305 10.33 46,770,769 240
5,001-10,000 4046 273 27,760,949 1.42
10,001-100,000 1,928 130 43,869,203 2.25
100,001-1,000,000 i 364 0.25 130,216,612 6.68
1,000,001-Highest 178 012 1,635,313,076 83.86
Total 148,135 100 1,950,059,808 100
Percentage Number of Parcentage
Number of oftotal ordinary of issuad
Category of shareholder shareholders shareholders shares share capital
Private 144,033 97.23 166,942,263 8.56
Institutional and corporate 4,102 277 1,783,117.545 9i1.44
Total 148,135 100 1,950,059,808 100
USEFUL CONTACTS
Marks and Spencer Group plc Registrar/shareholder queries Additional documents
Registered Office Equiniti Limited, Aspect House, Aninteractive version of our
Waterside House Spencer Road, Lancing, West Sussex Annual Report is available online at
35 North Wharf Road BN99 6DA, United Kingdom marksandspencer.com/
London W2 INW Telephone 0345 609 0810 and outside annualreport2020

Telephone +44 (0)20 79354422
Registered in England and Wales

(no. 4256886)
General queries

Customer queries; 9333 Oi4 8555
Shareholder queries: 0345 609 0B10

Or email;

chairman@®marks-and-spencer.com

the LIk +44 (0)i21 4157071 Additionally, the Annual Report

Online: help.shareview.co.uk (which contains the Strategic Report) .
(from here, you will be able to securely is available for download in pdf format
email Equiniti with your enquiry). at marksandspencer.com/
annualreport2020
Students Alternatively, call 0800 591 697.
Please note, students are advised to
source information from cur website. General Counsel and
Company Secretary
Nick Foltand

2020/21 FINANCIAL CALENDAﬁ AND KEY DATES

* . .

03 July 2020 Annual General Meeting {(11lam)

04 November 2020° Results - Half Year!

07 January 2021 Results, Quarter 3 Trading Update!

1 Those who have registered for electronic communication or naws alerts at mark dsp fth pany wili receive notification by email when this is available.

* Provisional dates,
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SHAREHOLDER INFORMATION CONTINUED

SHAREHOLDER QUERIES

DIVIDENDS

The Company's share register is
maintained by our Registrar, Eguiniti.
Shareholders with queries retating to
their shareholding shoutd contact Equiniti
directly using one of the methods listed
on page 194. For more general queries,
shareholders should consult the Investors
section of our corporate website.

MANAGING YOUR SHARES ONLINE

Shareholders can manage their holdings

online by registering with Shareview,

a secure online platform provided by

Equiniti. Registration is a straightforward
* process and allows shareholdersto:

~ Sign up for electronic shareholder
communication.

= Receive trading updates by ernail.

= View all of their shareholdings in
oneplace.

— Update their records following a
change of address,

— Have dividends paid into their
bank account.

— Vote in advance of Company
general meetings.

M&Sencourages shareholders to sign
up for electronic communication as the
reduction in printing costs and paper
usage makes a valuable contribution
to our Plan A commitments, Itis also
beneficial to shareholders, who can

be notified by email whenever we
release trading updates to the London
Stock Exchange, which are not maited
to shareholders.

To find out more information about the
services offered by Shareview and to
register, please visit shareview.co.uk.

. Further to the announcements made

by the Company on 20 March 2020
and 28 April 2020, the Board witl not be
making a final dividend payment for
the 2019/20 financial year and does not
anticipate paying a dividend for the
2020/2) financial year,

DUPLICATE DOCUMENTS

Many shareholders have more than
one account on the Share Register and
receive duplicate docurnentation from
us as aresult. If you fall into this group,
please contact Equiniti to combine
your accounts.

SHAREGIFT

If you have a very small shareholding

that is uneconomical to sell, you may
want to consider donating it to ShareGift
{Registered charity no. 1052686), a charity
that specialises in the denation of

small, unwanted shareholdings to

good causes. You can find out more

by visiting sharegift.org or by calling

+44 (0)207 930 3737

SHAREHOLDER SECURITY

An increasing number of shareholders
have been contacting us to report
unsolicited and suspicious phone calls
received from purported "brokers” who
offer to buy their shares at a price farin
excess of their market value. It is unlikely
that firms authorised by the Financial
Conduct Authority (FCA)will contact you
with offers like this. As such, we believe
these calls are part of a scamn, commonly
referred to as a "boiler room™. The callers
obtain your details from publicly available
sources of information, including the
Company's Share Register, and canbe
extremely persistent and persuasive.

Shareholders are cautioned to be very
wary of any unsdlicited advice, offers to
buy shares at a discount, sell your shares
at a premium or requests to complete
confidentiality agreements with the
callers. Remember, if it sounds too good
to be true, it probably is!

More detaited information and guidance
is available on our corporate website.

We also encourage shareholders to read
the FCA's guidance on how to avoid scams
at fca.org.uk/consumers/protect-
yourself-scams. An overview of current
common scams is available on the Action
Fraud website actionfraud_police.uk.

* L]
AGM

This year's AGM will be broadcast
from Waterside House on 3 July 2020.
The meeting will start at Tlam.

In response to the current Covid-19 crisis,
the UK government has established stay
at home measures prohibiting, amongst
other things, public gatherings and
limiting non-essential travel. Even if the
lockdown has ended by 3 July 2020, itis
likely that advice willremain in place to
timit sizable gatherings.

In light of these measures, shareholders
will not be able to attend the meeting
in person. However, you will be

able to participate in the meeting
electronically. This can be done by
either downloading the dedicated
“Lumi AGM™ app or by accessing the
ACM website, weblumiagm.com.
Further details can be found on page
194 of the Notice of Meeting and the
user guides on pages 195 and 196.

The meeting will also be webcast live

from Waterside House via our corporate
website. This will be publicly available to all
internet users and will also be available to
view online after the event. To register to
view the webcast, please visit the website
and follow the relevant links. M&S reserves
the right to retain and use footage or

stills for any purpose, including Annual
Reports, marketing materials and other
publications. If you have any gueries about
the AGM or the contents of this document,
please call +44 (0)20 7935 4422,
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