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Group revenue

£10.9bn

Basic earnings per share

15.7p

No dividend paid for 21/22

9720 +6.9%)

(19/20: 1.3p)

Alternative performance measures
The report provides alternative
performance measures (APMS") which
are not defined or specified under the
requrrermnents of UK adopted International
Accounting Standards. We belicve these
APMSs provide readers with important
additionat inforrnation on our business
Wwe have included a glossary on

pages 192 to 197 which provides a
comprehensive tist of the APMs thal

we use, iIncluding an explanation of how
they are calcutated, why we use therm
and how Lhey can be reconciled to a
statutory measure where relevant.

L
erp VENVIEW
Group profit before tax

(19720 +482.9%)

£391.7m

Group profit before tax and
adjusting iteins
(19/20: +29.7%)

£522.9m

. Net debt excluding
lease liabilities

£420 m (19/20; -71.2%)

. Adjusted earnings
per share

21.7p

Year-on-year comparison

(19/20: +29.9%)

Percentage of UK Clothing
& Home sales online

34%

Group: Net promoter score'

+29

Digital: Net promoter score'

+5

Stores: Net promoter score’

+81

{19/20: 23%)

(new metric)

(new metric)

(20/21: B1)

The impact of Covid-19 in 2020/21 renders comparisons to the prior year less meaningful
To aid understanding, throughout this document we are showing the 52 weeks to
28 March 2020 as the comparative period, unicss stated otherwise.

Net promoter score

This year we launched a new Voice of the Custorner programmce, inciuding Net Promaoter
Scores (NPS), which established a new measurement framework. This includes several new
rmeasures, including a M&S Group NPS metric, which for the first irme provides a total view
of our custormers and a new Digital NiPS metric, which tracks customer sentiment across
M&S com and aur app. We will continue to benchmark our performance against the new

framework in future reports.
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STRATEGIC REPORT

CHAIRMAN'’S LETTER

Dear shareholder,

Marks and Spencer ends the 2022 financial
year at an inflection point in its history.
Not orty have we emerged from the
pandernic a stronger business, but we are
also at the end of the “fixing the basics”
phase of our transformation. And we

have a very dynamic new leadership

team taking over from Steve Rowe,

our longstanding Chicf Executive

Their mandate 1s now to reshape M&S

as a growth business capable of exploting
the power of our global brand,

| want to be clear that on doing so we are
nol declaring victory. Whilst we can now
see more than glimpses of the potential
in both Clothing & Home and Food,
there are many aspects of both main
businesses that require improvement,

bul the strategy 1s now clear, and

our results this year have exceeded
most expectations. Steve Rawe, in his
remarkable tenure as Chiel Execulive
grasped many of the nettles and
addressed the underlying drift of previous
decades. The change in leadershig s

not likely to herald a change of direction
but rather a significant acceleration

and a bolder approach Lo investment
and growth.

However, with ME&S, Life 15 never plain
salling. On top of the transformation
programme, the last four years have seen
the businesses buffeted by a series of
external shocks, Brexit, the pandeniic,
and the invasion of Ukraine, We live in

an era of hyper-active government

and expect increases inlax on profits
and employment this year, alongside

Lot Beind the Label

As part of cur Plan Areset in
September, we relaunched the
iconic Look Behind the Label
campaign, inviting customers to
find out more about the action
M&S is taking to do right by

the planet.

Alongside this, customers were
encouraged to visit our new hub
through social channels, where
we set out everyday actions
custamers can take to help
reduce their carbon footprint.

02 Marks and Spencer Groug plc

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

Archie: Nerman, (hairman

new regulatory pressures nolably on
food content and store layout Inthe
next efight months we expect the
strongest reduction in consumer
realincome for decades.

The test of the quality of a business is not
whether L encounters storms, bul how
resilient it is to nde thermn out. Of course,
a dramalic reduction in real income will
impact our profits. Bul with the changes
we have made, M&S is in much stronger
shape and we start from a nsing trend

in sales, We have moved to a faster,

less hierarchical, more commercial
organisation and culture. We are more
digrtat and geared to an omni-channel
future with Clothing & Home online sales
penetration double that al the outset of
our transformation and the Ocade joint
venture well positioned for growth




Our international franchises are in good
shape and we are rapidly growing our
‘global” online business. Both our main UK
businesses have achieved market share
growth in recent months and are well
placed on value.

We have strong new store formats

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

So, our approach to the likely consumer
recession will be unwavering. Qur ampition
is to become a growth business, M&S was
founded in 1884 and we aro striving to
build a great business for the next

100 years. We expect [o increase our
investrment in digital, technology and

the store estate in the year ahead

For that reason and because of the
macroeconomic uncertainty, we are
reserving our position on futyre dividend
payments. There will come a lime

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

fTH

Boosting our digitad
& datw ckille

To consistently deliver great products
and services to our customers,

we need to be forward thinking

and data driven.

Having the right skills, capabilities and culture
across the business to harness the insights we
generate isn't just a nice-to-have — it's a necessity
for our transformation. Which is why we've been
investing in the skills of aur teams, with over 1000
colleagues from across the business having been
upskilled through our data skitls pathway, which
we launched in 2018 with retail’s first ever data
academy in partnership with Decoded. Today

we have four separate streams, inciuding our
rmost recently launched L7 Data Science & Al
apprenticeship, all equipping our teams with the
tools and skiils they need to stay one step ahead
of our customers. We want to establish our
reputation as a data led organisation - and these

programmes are a big part of how we're daing that.

| believe ihat the role of the Board ina
transformation is notl just to oversee good
governance. It is to be Ihe guardian of the
strategy and values of the businass, and
tha debating partner of the executive, and
to be available to provide impartial advice
to accelerate the transformation.

A good Board is an engaged Board.

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

now served nine years, will hand over
Chairmanship of the Audil Committec
to Evelyn Bourke and we expect to
appoint a successor to his role as
Senior Independent Director (StD).

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

He has been heart and soul M&S and

Forwaurd

goes with the thanks and affection of
everyone in the business. He has helped
us plan the succession to Stuart Machin as
Chief Executive and Katie Bickerstaffe as
Co-Chief Executive alongside Ecin Tonge
as Group CFO & Chief Strategy Officer.
They represent a very strong and
balanced team wilh the experience

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

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

W4

Archie Norman Chairman

NG

1,000+

Number of colleagues upskilled
through our data academies
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STRATEGIC REPORT

COMPLETION OF THE FIRST PHASE
OF TRANSFORMATION

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

FU)(i/ng/ the basics

R,

Brand appeal

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

to broaden the appeal of
our ranges has resutted in
improvements on almost
all customer metrics,

Food

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

REMARKS ABLE

» VALUE

Simplified our
clothing range by

Clothing & Home

Customers told us clothing had become confusing to shop
and growing option counts were leading to lower rates of sale.
Options have now been reduced by 20%, and weve backed
our bestselling Unes and improved style credentials to deliver
growth in key categories.

Taking M&S
Food online

Four years ago, M&S Food had no online
capability, but our 0% investment in
Ocado Retail in 2019 has taken our full
food range onbine for the first time.

Faster online fulfilment

Castle Donington struggled
to cope with demand and

Growing M&S.com

We have nearly doubled our Clothing &
Home online penetration fram 18% 1o

34% and driven a focus on M&S app
downloads to reach 4m users.

The nascent ‘Brands at
M&S’ affer has been

fulfilment speeds lagged
the market, but outputs
have now doubled and
delivery service and speeds

established, giving
custormers more reasons
to visit M&S.com.

are competitive again.

Trusted Digital-first Tackling our legacy A family of

value loyalty store estate accountable
.

In 2018, ¢.30% of Foad in 2020 Sparks relaunched Our tegacy store base was ageing, with na businesses

and c35% of Clothing & as a digital-first loyalty track record of closures or adaptation to how

The slow and hierarchal
corporate structure has
been restructured into a
farmily of accountable
businesses, with leaders
who are close to the
front tine and make
decisions based on
insight and data.

Home stock was sold at
giscount, eroding
customer trust. Today,
this has reduced to
¢15% and c.18%
respectively, rebulding
belief that the first price
1s the right price

scherne ~ and bas doubled
customer numbers in less
than two years to over

15 million members.

our customers want to shop today. We now
have a programme of store rotation underway
to create a store estate fit for the future.

Store renewals

40

#2

Our supply chains reguire further
investment, with the opportunity
in Cwthing & Home Lo reduce
SINGE PICKING, IMprove capacity,
reduce costs and imorove store
operations as a result. In Fooa we
necd impraved operations with
Cist and to inwest i and reshape
the network

Sparks
customers

Nonetheless, there
rernains much to ao as

we embark an our new
“snaping the future” stage,
and three important
infrastructure challenges
remain wich can shill
impact the pace of
change and recovery”

#1

Althougn we have materally
changea our cigital footprint, same
of our core technology systems
need rvestment Most notably in
Clothuing & Home, where range
planming and supply chain tracking
can be sigrificantly improved to
drive more efficient trading,

#3

The full-line store estate remains
aged compared to competioion, and
thereas mach stil to do Clothing &
Home store sales are running more
than 25% below (our years ago, yet we
nave had less than a 10% reduction n
soace since then The imperative to
reduce space and rotate to newer
petter stores remains.

04 Marks and Spencer Group pic



CHIEF EXECUTIVE’S STATEMENT

STRONG PERFORMANCE DELIVERED
BY A MORE RESILIENT M&S

A strong all-round performance combined
with the benefits of the transformation
delivered an encouraging performance
across M&S. Profit before tax and adjusting
itemns for the period was £522.9m (2019/20
£403.1m). Statutory profit before tax was
£391.7m (2019/20: £67.2m). The recovery of
profit combined with a focus on working
capital and tightly controlled capital
expendilure generated substantial free
cash flow and a sharp reductionin

net debt. Results included £59.8m of

UK business rates relief and a net rates
charge of £139.7m in the period.

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

M&S Food delivered sales growth of 10.1%.
Combined with an improving margin mix
in H2 and the benefits of the *lowering
cost” programme, this supported a strong
increase In operating profit before
adjusting iterms. We were encouraged

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

Ocado Retail transitioning to

strong capacity growth post

pandemic reversion

As expected, Ocado Retail saw a
normalisation of basket sizes and the
shape of trade, resulting in a 4% decline

in rovenue and a reduced contribution

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

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

“ WHAT IS IMPORTANT ABOUT THESE
RESULTS IS NOT JUST THE RESTORATION
OF PROFIT AND STRONG CASH FLOW,
IT IS THAT THEY DEMONSTRATE M&S

HAS FUNDAMENTALLY CHANGED. ”

Sleve Rowe, (fieh Exeouive

Clothing & Home on track for a more
profitable model capable of growth
Clothing & Home delivered 3 8% sales
growth, driven by online sales. We shifted
to trusted value, reducing option count by
£.20% over three years, which resulted in
good growth in core categories and a
reduction of slock into sate. Operating
profit befere adjusting iterns grew
strongly, reflecting the improved full-price
mix. MS2 made multiple improvernents

to the online offer and service, with
around 11% of orders fulfilled from store.
We have successfully grown the Sparks
prograrmmc to 15m members and app
users to over 4m, and have begun to
personalisc customer expericnce. The
nascent brands platform now has around
40 clothing brand partnerships, own or
invesled brands.

Ukrwine respense: Thank you Lo
our customers and Ml&wg«%

From the outset of the invasion, our priority was to act with pace and provide
meaningful support to the people of Ukraine. We moved quickly to get behind UNICEF
UK's Ukraine Appeal with a corporate donation and pledged to double donstions from
customers who setected UNICEF UK as their Sparks charity. However, in response to
the escalating humanitarian crisis, we announced a further £1.5m support package;
including a kickstart donation of £500,000 to UNHCR, the UN Refugee Agency,

and 12,000 items of winter clothing — to be distributed to those in need.

We made it possible for colleagues and customers to
show their support too, activating giving at till-points
and on M&S.com, allocating £500,000 to match
colleague fundraising and doubling Sparks donations
on an ongoing basis. Across the entire M&S Family,
the response has been incredible with £1.7m denated
by customers, made possible through till-point and
M&S.com donations for UNICEF UK on an ongoing
basis, as well as over £115k raised through colleague
fundraising events across stores and support centres.
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STRATEGIC REPORT

CHIEF EXECUTIVE’'S STATEMENT

CONTINUED

Building store rotation pipeline driving
exit from legacy stores

We are now developing a growing pipeline
of store relocations, moving to modern
well-located sites, in the renewal format
with omri-channel capabitity We aim Lo
fund the exit costs of the legacy estate
through an increasingly active assel
management and disposal programme
We have a pipeline of €15 new full-line
slores over the next three years and

40 new Food stores, many in the larger
renewal format with click-and-collect
services for Clothing & Home. The 10 new
slores opened last year traded 11% ahead
of sales plan and are on track to generate
a payback of the not capitalinvested in
Just 15 years. New store performance
gives us encouragement wherever
possible to accelerate rolation.

International absorbing Brexit-related
costs, but emerging global

strategy encouraging

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

sales more than doubling to over £250m
through growth in markets with a store
presence and global platforms, Operating
profit before adjusting items reflected the

combined effects of EU border costs and
tariffs of £20.6m and an estimated trading
irnpact in the region of £15m. While we
have provided for the £3Vm cost of fully
exiting Russia and business disruption

N Ukraime, and will incur a loss of
contribution, we are atso exploring
rultiple opportunities for further growth,
including through the Reliance joint
venture in india.

Extending and expressing our
sustainability lead

During the year we reset Plan A with a
singular focus on cutting our carbon
footprint by one third by 2G25 and
becoming a fully net zero business by
2040. As an own-brand retailer, M&S is very
well positioned Lo work with its supplior
partners 1o find better ways of doing
things. We developed a multi-stakeholder
plan spanning customers, colleagues and
suppliers to deliver on this target. We also
agreed a new £850m revolving credi
faciity Uinked Lo the delivery of the net
zero roadmap.

A stronger M&S

When ! tock over the reins at M&S six years
ago, | committed to tackle the undertying
issues that had croded the strength of

the business and buld the foundations for

future growth. For me, what 15 important
aboul these results is not just the
restoration of profit and strong cash flow;
it is that they demonstrate that M&S has
fundamentally changed. while there s
much more to do, the business has moved
beyond proving its relevance and has the
opportunily for substantial future growth.
It has been my privilege 1o be the steward
and shopkeeper of this fantastic businass
and extraardinary brand at such an
important stage in its history. The changes
we have delivered are down to the
commitrment and hard work of celleagues
across the business and | am delighted to
hand the baton on to Stuart, Kalie and
Eoin to lead the next phase.

Nawe

Steve Rowe Chief Executive

Read about our chrateqic prionities in the fellowing chapters

M&S FOOD
high-performing
business and
market share
growth

OCADO

o plo o pl5

06 Marks and Spencer Group ptc

transitioning to
strong capacity
growth post

pandemic reversion of growth

CLOTHING &
HOME on track for
a more profitable
model capable
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O pl16

Building STORE
ROTATION pipeling,
driving exit from
legacy stores

INTERNATIONAL
absorbing Brexit
related costs,
but embryonic
global strategy
encouraging
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THE NEXT PHASE OF
TRANSFORMATION

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

and cash conversion, and financial net
debt under a third of 2019/20 levels, the
business is resilient to the macroeconomic
headwinds while having flexibility to invesl
in our transformaticn priorities.

MACROECONOMIC HEADWINDS
IMPACT ON PERFORMANCE
AND EXPECTATIONS

There is substantial inflation in both

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

freight costs, combined with continued
supply issues in China, are driving

similar pressures,

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

LATEST UPDATE AND GUIDANCE
FOR 2022/23

Overall trading in the first six weeks of
the financial year has been ahead of the
comparable periods in 2021/22, including
the period from Agril 12, 2021 when
non-essential retail reopened, with 2
particutarly strong performance in
Clothing & Home and growlh in the total
Foed business continuing Lo cutperform
the overall market.

While encouraging, we eéxpect the impact
of declining real incomes 1o sharpenin
the second half and endure for at least
the remainder of the financial year. There
is no current sign of inflation abating,
although we believe the rate of cost
growth will subside by the third quarter.

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

- Qur stronger value perceplion in both
businesses will provide proteclion from
customer downtrading;

- Qur large share in ‘for tonight” shopping
in Food provides resitience compared
wilh the core grocery market;

- As travel, leisure events and weddings
roturn, we expect Lo sce a revival of the
demand that receded in the past couple
of years;

- Some of our customers, while not
immune to the pressure, have a degree
of cushion from the higher savings ratio
recorded during the pandemic;

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

in addition, we are taking specific steps (¢
support perforrmance in this environment
and offset inftation. In Clothing & Home
wo are taking a more flexible apprcach to
trading 2nd currently retain a substantial
proportion of open te buy for H2. We are
also starting to develop the strategic
supplier programme. We expect further
bencfits from the ‘lowering cost’
programme in Food and are continuing
to dnive digitai-led effictencies in

stores and simplify ways of working

in support centres.

This year the business will not receive
business rates relief and International wilt
not have the profit contribution from
Russia. As we invest in capacity growlh

al Ocado Retail, we anticipate a minimal
contribution of share of net income Lo
group results. Consequently, we starl
2022/23 from a lower adjusted profit
base. The business is now much belter
positioned and had an encouraging start
to the year. However, given the increasing
cost pressures and consumer uncertainty,
we do not currently expect to progress
from this lower profit base in 2022/23.
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INCREASING THE PACE OF CHANGE
AND INVESTING IN GROWTH

Despite the near-term challenges, the
business is better set up both financially
and operationally for the medium-term.
The combined opportunities to both
improve the infrastructure and invest in
growth mean that we expect to continue
to inCrease our investment rale, albeit
subject to carcful assessment and even
stricter financial discipline given
heightened uncertainty. As a result, and
taking into account inflationary pressures,
we anticipate capital expenditure will
increase to around £400m in the coming
year (2021/22 £300.2m excluding property
acguisitions and disposals). The areas of
focus and opportunity are as follows:

- Technology investment to drive the
digital transformation of M&S and
systemns improvement to support
more respensive trading.

- Supply chain investment to create a
quicker, mare efficient operation
and pave the way to a modern,
automated network.

- Multiple opportunities for growth in
the slore estate, including investment
inrencwal, larger-format Food stores,
rotation to modern, accessible full-line
stores, and growth through franchise
parinerships.

Our capital allocation decisions witl
continue o be guided by our ambition

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

Financiod Keview
(€4

Despite the near-term
challenges, the business

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

Read our full Financial Review

on p36 =
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STRATEGIC REPORT

THE NEXT PHASE OF TRANSFORMATION

CONTINUED

We are confident about the future potential of M&S, but we
know we neecd Lo go further and faster in this next phase of

transformation to reposition for growth The new leadership team

will set out their plans in more detail later in the year, but the

following detail sets out Ltheir clear areas of focus to protect the

magic of M&S, whilst modernising the parts where we currently
lag, so that we can drive growth.

N

STEP TWO

SHAPING
THE FUTURE

STEP THREE

MAKING
ME&S SPECIAL

STEP ONE

FIXINC
THE BASICS

— The mesl irnportant priority is to build on the strength of
the M&S brand and product. We will offer styte in Clothing,
Home and Beauty, great taste in Food and underpin that
with our commitment to trusted value. Alongside this we
will raise the bar in categaornes where we have opporiunity
to grow market share.

— We will of fer our customers a truly seamless experience across
all our channels wherever we trade arcund the world, using
our data and insight to improve personalisation capability.

- We will offer our customers curated choice. Building our core
M&S product, whilst opening up our channels o partners
that complernent and enhance the range.

- ‘Do theright thing 1s an M&S value but it reflects a behaviour
that's deep in the culture and we will put it inte acticn
and better connect our ambitious net zero plans to our
commercial strategy

i

Alongside this, we need 1o modomise the key enablers that
will unlock growih potential at M&S, This means:

Modernising and focusing our store estate
Simplifying and fulure proofing our supply chains

- Budding more responsive and agile systems to improve
visibility and insight

Jeined the Beard on ¢
25 Moy 2022

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

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

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

$Stuart Machin Chief Executive Officer

Having led the first phase of transformation in our
respective areas, the new leadership team brings

the ability to accelerate change, whilst providing

the breadth and continuity the business needs.

Like in any retailer, we will always have a to-do list,
but M&S benefits from an extraordinary brand,
exceptional customer insight and fantastic
committed colleagues, and we now have the

right foundations in place to reposition the

business tor growth bwth in the UK and glohally. ”

Katie Bickerstaffe Co-Chief Executive Officer

as Marks and Spencer Group ple




BUSINESS MODEL

-3

OUR CUSTOMERS

M&S serves nearly 30 million customers
every year from across the UK. Qur Food,
Clothing & Home and other retail
businesses are focused on developing
preducts and services to make us more
relevant, moere often, to our customears
and beyond, who we reach through a
channel netwark of 1,187 stures dnid
online services N the UK and over

100 internationat markets.

Number of customers served
in 21/22

30 million

OUR COLLEAGUES

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

They demenstrate extraordinary passion
for the business, deliver ocutstanding
customer service and bring extensive
technical skills and expertisc in areas such
as sourcing, fit and product development.

THE GROUP

CHANNEL g

Making

Clothing
& Home

the everyday
remarkable

Property

Colleague®

Bank and
Energy

International

A FAMILY OF ACCOUNTABLE BUSINESSES

=
OCADO

MB&S operates a family of parallel businesses, cach led by its own integrated
management team, with functional accountability for their divisions, including
marketing, supply chain and finance We predominantly sell own-brand products,
manufactured and marketed exclusively under the M&S brand, with gquality,

innovation and trusted value at their core.

o Food

M&S Food sells sustainably sourced
preoducts of exceptional quality and
value through five main categories:
Protein, deli and dairy, Produce,
Ambient and In-store bakery,

tMeals, dessert and frozen; Hespitality
and Food-on-the-move

9 Clothing & Home

ME&S sells stylish, quality, sustainably
sourced own-brand clething and
homeware through our principal
product departments Womenswear,
Menswear, Linger e, Kidswear

and Home.

@ International

ME&S exports Lhe best of M&S Food
and Clothing & Horme around the
world in selected targel markets,
Customers pur¢hase our products
through a network of mainty

partner-led businesses or through
online-only channels.

’ Services

Through M&S Bank (operated oy HSBC),

we provide a range of financial services
—with a focus on credit card and
payment solutions that create a
rewarding shopping experience,

MRS Energy Is a competitive Tully
renewable cnergy source provider
(operated by Octopus).

e Property

We have an active Property
Development team to maximise
the value of our property
assets [hrough investment and
development opportunities.

M&S nolds a 50% investment in Ocado Retail,

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

M52

MS2 brings together our data and online
teams to mvert the conventional model where
MBS corn had been run as an extension of

the stores business and enables them to Lake
advantage of the online growth opportunity.

Annuat Report & Financial Statements 2022 09
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Financiat highlights

UK Food revenue

£6.6bn

Ogperating profit before
adjusting items

£277.81m

Marks and Spencer Group ple
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he nhjective for M&5S Foodis to
“orotect the magic” by investing
in our unique focus on own-brand
innovation and fresh, easy-to-cook
food, while “modernising the rest” of the
infrastructure supporting it. By extending
reach of the brand into bigger, new-format
stores and growing new channels
(Ocado Retail, Costa Coffee), we see
the potential for substantial growth.

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

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

PERFORMANCE UNDERPINNED
BY IMPROVEMENT IN QUALITY
AND VALUVE

The outperformance of the M&S Food
range over the past four years has
delivered improved customer.perceptions
for both value and guality, and good core
sales growth. Market share has grown A
from 3.4% to 2.6% over three years. ;

M&S Food delivered sales growth of

10.% vs 2019/20 and in HZ continued to
be the best-performing UK grocery chain
(Source: Kantar 12 weeks ended 20 March
2022): This was despite continuing adverse
Covid-related headwinds and the absence
of online grocery sales, which are reported
separately through Ccado Retail.

The consistently strong core sales
performance throughout 2021/22,
supported by good market conditions, .

Sales grew 14.7% after adjusting for the
Covid-related impact on the hospitality

and franchige businesses. H2 saw a
gradual recovery of stores in city

) : " growth in core areas such as prodiice;”
centres and the franchise travel business

is evident in the category sales mix, with

meat and grocery: This was drivert by,

comparedtaHl. - - “' v larger basket sizés, which began to "
e . © rormalise thrgudh ! the ge%:ras’d;e._
. R e effects oftbwd“frgducgd 4
. MARKELGONTEXT! -~ & .. L o argh ol -

i 4 53

The grocery market shrank -4.4% compared to the prior year for the 52 weeks ended 17 April 2022,
declining to £127bn (Source: Kantar).

Where customers shopped

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

What customers bought

Our aim is to offer every customer shopping with M&S Focd a bigger
and fresher range of delicious food to choose from, at everyday value
they can trust. Throughout the year we've seen customers purchase
more products from our core grocery and produce ranges - like our
78p bananas, 60p Vitamin D-enriched bread or £1 100% British eggs -
in higher volurme, driving bigger baskets.

Sales vs 2019/20 (%) H H2 F¥Y  choice for M&S customers.
Frozen 40 18 27
- — Sales vs 2019/20 (%} H1 H2 FY
Beers, wines & spirits 30 17 23
Simply Food 27 18 23
Grocery & household 33 9 20 -
. — Retail parks 23 20 22
Meat, fish, pouitry, deli, dairy 20 14 17 -
Franchise fuel 13 8 11
Bakery 13 18 15
Total 25 18 21
Produce & flowers 14 12 13

Total 20 14 17 sales vs 2019/20 (%) H1 Hz FY
High street -10 -6 -8
Sales vs 2019/20 (%) H1 Hz FY -
City centre -18 -10 -14
Food-an-the-move -18 -4 -n - —— -
— Franchise travel (rail/airfroadside) -49 -29 -39
Hospitality -53 -27 -40
Totat -18 -10 -14

Total




STRATEGIC REPORT

FOOD
CONTINUED

Crowth was supported by a substantial
programme of product innovation,

with over 1,350 new lines over the

past year, including sumrmer barbecue
ranges, extensions to our market-teading
Plant Kitchen of fer, and an expanded
“Dine In" programme

Im a climate of increasing price awareness,
“Remarksable Valug™ and “Fresh Market
Specials” ranges have been relaunched,
offering products with an M&S quality
differential at everyday low prices. Around
one in four M&S baskets now include one
of these lines, Overall, value perception
has improved by five points since March
2019, ahead of the market, and guality
perception s at the highest level in over
five years

The Food renewal format creates

larger stares with the efficiency of a
superrmarket and the 'soul’ of a fresh food
market. This has now been implemented in
40 slores, cnabling customers {© access
mare of the M&S range Annualised sales

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

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

MORE TO DO ON SUPPLY CHAIN,
WASTE AND AVAILABILITY

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

a costly supply chain contract with

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

Over the past Lwo years we have
implemented the “Vangarde” trading
model across the Tull Food estate,
creating more efficient processes for
stock management and replenishment
of storos, which has helped Lo sustain
availability through the supply chain
disruption of last yoar. However, wasto
and stock loss remain above target lovels.
Inthe next stage we will roll out new
forecasting, ordering, and space, range
and display systemns to better match
catalogue and product display to
customer demand, with the objective of
realising a substantial reduction in food
wasle, The increasing store rationalisation
programme is also helping to create a
network of conforming stores which are
lower cost Lo serve.

?f/wwrolg W'u

Can | fpp it? Lf% you can!

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

As more customers turn £o shopping with us
digitally, we've been builging our guick and
easy digital shopping experiences - such as
scan & shop and chigital click & caltect — which,
atongside our Sparks rewards scheme, are aitl
hosted in the M&S app. Not only is this the
easiest and most rewarding experience for
customers but it alse builds our omni-channel
capabilities and offers flexibiiity for customers
so that they can choose how they shop with
us. The result of the campaign was over half

a mithian app downloads across March and
monthly active app users reaching new levels

12 Marks and Spencer Group plc
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MES Foed Renewal

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

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

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

Steategic KPls

Value for money perception’
Customer perception of M&S Food
representing value for mongy remained
level this year, following last vears +3ppl
increase (Source: YouGov) Cur focus

on offering M&S quality products at
everyday value — such as the relaunch of
our "Remarksable Value™ range Lhis year —
have driven increases in value perceptions
ahcad of the markat

LEVE L (20/21° +3ppt)

Stores renewed

Quality perception'

Customer ratings of M&S Food products
on qualily were level on last year {Source.
YouGov) and remain at their highest point
infive years.

LEVEL™ ™

Availability

Our Vangarde trading model has improved
processes for stock management and
replenishment of stores, and heiped to
sustain avalability through the supply
chain disruplion of last year

9 5% (20/21: 95.5%)

Fit for the

FUTURE

REMARKSABLE

-

| Reset guality and value perception scores fracking ndependent data which future report s wili be benchmarked against

Annual Report & Financial Statements 2022
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STRATEGIC REPORT

FOOD
CONTINUED

Britich Select
Farmers

We've contnued to shawcase aur British Setect
Farmers, who deliver the exceptronal guality,
value, and freshness we're famous for, through
our Fresh Market Update customer carmpaign
This multimedia and TV campaign helps
strengtnen customer perceptions of our

quality and value \j

New
PARTNERSHIPS

Costw Cottee

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

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

14 Marks and Spencer Group plc



OCADO

TRANSITIONING TO STRONG CAPACITY GROWTH
POST PANDEMIC REVERSION

Our ambition is to grow Ocado Retail over
the nexl five years to achieve a market-
leading national pasition in online food
retailing and a brilliant showcase for the
M&S brand and range. Doihg so means
building on the competitive advantages in
quality, vatue and service that the Qcado
platform combined with M&S Food can
achieve. We will detiver growth through
rapid expansion of customer fulfilment
centres {"CFCs") alongside our immediacy
proposition, Z0om.

Following a suiccessful switchover to

M&S supply, Ocadoe Retail delivered an
exceptional performance during the
lockdown pericds in 2020/21. As expected,
2021/22 saw a reduction in gverage baskel
size to ©.£123 in Q4 (2026/21: ¢ .£145) and
increasingly normalised demand across
the woek At the same time, with a
substantially larger industry growth
opportunity than we envisaged when

we acquired 50% of Ocada Retall, we are
investing in an ambitious ¢apacity roll-out
plan, with new CFCs coming on stream
against a backdrop of well-understood
industry-wide cost pressures.

Ocado Retail delivered revenue of
£2,248.8m, down 4.4% compared to
2020/21, and EBITDA before exceptional
iterns of £104.8m as cornpared to
£1899m in 2020/21. We recorded a Croup
share of net incorme of £139m, after a
£7.2m share of net exceptional costs.

MES financial quarter
2021/22 Q1 Q2 az Q4

Average
orders per
woek (k) 383 338 375 367

Retail

revenue

{Ffmex VAT) 6184 5175 5478 5647
Notes Retail revenue cormprises révenues from

Ocado com and Ocado Zoom and excludes revenues

from Fetchin current and prior perinds Average orders
per week refers to results of Ocado com

MES Food snline

Cur partnership with Ocado Retail

brings together our unbeatable quality
and Ocado’s industry-leading customer
service We're investing in growing capacity
at Ocado Retail and believeo there is
potential for our two businesses to

work even more closely together.

TARGETING GROWTH IN ACTIVE
CUSTOMERS AS PANDEMIC
CONDITIONS NORMALISE

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

NEAR-TERM MARGINS REFLECTING
A HIGHER PERCENTAGE OF
IMMATURE CAPACITY

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

1o a fire, Erith CFC was fully reopened in
December 2021. During 2021 we alsc
opened two new CFCs in Purfleet and
Andover, which were operating at around
half of their end-game capacities by Q4.
Some one-off costs, associated with the
fire at the Erith distribution centre and
technology platform transition, haveo
impacted the M&S share of profit.

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

SUBSTANTIAL FURTHER POTENTIAL
FOR THE JOINT VENTURE

The M&S brand is consistently over 25%
of Ocado Retail's sales, and this has
generated substantial buying gains for
both M&S Food and Ocado Retail We
believe there is additional unexploited
potential to make betler use of the

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

aivewe on ronge
GOODM VE —7

¢ launched our activewear range Goodrmove in January
0230 and have grown it to be our biggest in-house
womenswear sub-brand. [{’s a credible competitor in
the growing activewear market and a truty relevant offer
stomers — covering every area of activewear
fram performance items (pictured) Lo a growing yoga
e, With heallth & wollness more impartant than ever
s, we continue to market the trusted
product and the market-teading innovations

Sports Bra (£28), with pioncering cup technology &
front adjusting velcro slraps. We sell 1.6 mitlion
Goodrmove tems annually — with 5000 of our £2

GCo Move “squat proof” leggings sold every month, and
are the markel leador Tor full-price wornens activewear.

CLOTHING
& HOME

Everyday style and value
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' labelin our Home ranges.As we ha
shifted to a trustedvilue approach,
we have seen ah ifiprovément in value
perception, whichy is how market-leading.

The clothing market increased by 25% year on year for the 52 weeks to 4 April 2021 to a total
value of £33.1bn (Source: Kantar).

What customers bought Where customers shopped

In Clothing & Hore, our aim Is to offer everyday, sustainably sourced As well as great products, our customers are always searching for :
products that are relevant to how our customers are Living and working easy and inspirational shopping experiences, and were aiming lo

—at trusted value. In the first hatf of the year we saw customers deliver this by building an omni-channel business where our stores

continue to purchase casual and activewear, a trend representative and M&S com combine seamlessly together. Over the course of the

of the pandemic - tefore olher categories such as formalwear began year we saw custormers gradually returning to Clothing & Hame stores,

to return later in the year however, M&S com remained the most popular shopping channel for

our custamers

Sales vs 2019/20 (%) H1 H2 FY

Wormen's denim 8 27 17 Sales vs 2019/20 {%) el Gz Q3 Q4 Y
Women's casual tops [+ 30 7 Retail park -2 3 3 24 >
Women's knilwear 15 7 g Outlet 19 1 3 26 3
Men's casual | 13 7 Shopping centre -76 -16 -12 15 -12
Kids daywear 21 57 24 High street -24 22 =20 -5 -19
Lingerie o 9 5 Sty centre -37 -28 -19 3 -22
Soft furnishings 23 17 16 Total C&H stores -21.2 -14.3 -109 36 -11.2
Sales vs 2019/20 (%) H1 H2 FY

Women's formal -33 -20 -26

Women's holiday 35 26 -24

Men's formal -35 -20 -28

Men's footwear -9 6 -1

Annual Report & Financial Statements 2022 17



STRATEGIC REPORT

CLOTHING & HOME

CONTINUED

STRONG PERFORMANCE IN CORE
CATEGORIES AND IMPROVING
STYLE PERCEPTION

As expected, category performance over
the two pandemic years has been greatest
in core casual calegaries, sleepwear and
solt furnishings. Following the reopening
of the econcmy in July 2021, the slow
return to offices, combined with

greater mobility, has ted to a gradual
improvament in formal ranges,

elements of footwear and holiday.

- Womenswear has driven good growth
in the “big three” departments of denim,
knitwear and casuat tops. A focus on
simple, repeatabic styles in drasses,
supported by popular collaborations
with brands such as Chost, has resulted
in a very streng performance. The
Coodmove activewear brand has
grown (o over £65m in two years.

- Lingerie has seen a recovery over the
past year in core areas such as sleep,
underwear and bras. A focus on sharper
value through multi-packs al opening
price points has combined with new
stretch offers such as "Boutique™ and
the launch of the “Neutrals” range.

Strategic KPls

Clothing & Home space

Progress has been made in addressing the
legacy of our full line store estate, however,
there 1s much shil to do o convert stores
to a new more efficient, shoppab'.e format
and support our growth towards an

ormnnl channel customner offer

~-1.0%

20/21 1G3m sg ft
21422 102 sg ft

. Reset gual ty ana value perceptinn sceras track ng .ndependent data whieh furare replrts will be bencnrmarked aganst

18 Marks and Spencer Graup plc

- Menswear was impacted it the
pandemic by its high format and
office-wear shares. We saw good
growlh in jersey, knitwear and
underwear, although fotlowing
reppening availability in formal
categories was below target

- Kidswear's increased focus on
daywear has combined wilth growth
in schoolwear to deliver double-digit
sales growth. The growth of M&S Kids
provides an imporiant entry peint to
the brand for family-age customers

4

Home ranges have been reshaped, with
pricing reaugned Lo the market in arcas
such as bed linen, lighting and curtains.
Furniture ranges are boing upgraded
and losses have reduced.

Value for money perception’

The percentage pont increase In customers
rating MES Clothung & Homic products
highly on value for money (Source: YouGaov)
Our successtul shift to trusted value and
everyday low prices and tne replacement of
widespread promotions with clear pricing of
our products, has impraved our score by a
furlner percentage pomt and Means we
remain Lhe market leager on value for money
perceoton by customers

(20/21: +3)
+]

Quality perception’

Customers continued to rate M&S Clothing

& Home proaucts mghly on guatty {Source
YouGov) Allnough no change year on year
N 0ur score, we continue to be clear #1 intne
market on product quality as a resull of tne
resnaoing of cur prodact engine to focus on
contemporary style compbined with simple
and accessioe progucts

LEVEL™"

Nothing
N&u‘bm/l ,q—bw‘b H}

Tne new neutrals of fer 1s a clear ana
simple proposition lor ail women -
more colours, more $1Izes and more
chaice within neutrat (also known as
nuae) bras & knickers, This new range
gives customers the frecaom to
complement or contrast ther skin
tone. Customers can opt for a size,
style ana colour that rmakes them
‘ook good and feel great




Nobedy's Chidd

QOur Brands at M&S strategy has
continued to gain momentum. In
Novernber, we evolved our partnership
with affordable, eco-conscious fashion
brand Nobody's Child by investing a
27% stake in the business.
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Bringing back
sbrong braunds

in March 2020 we launched
our “Brands at M&S” platform,
and today we sell over 40
complementary and curated
brands on M&S.com.

From Sosander to Smiggle, we operate a range
of madels, including exclusive collaborations
and brands we own, like Jaeger (Spring/Surmmer
coltection pictured}, or have a minaority stake in,
tike Nobody's Child. During the year, brands
represented ¢3.5% of our online sales and

were shopped by over a miltion customers.
Customers who buy brands not only on average
spend double but return to purchase again

10 days sconer. *Brands at M&S" will continue

to be ontine first, maximising the advantage

our store network brings for seamless delivery
and collection, but we've begun a nurmber

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

JAEGER
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STRATEGIC REPORT

CLOTHING & HOME

CONTINUED

MS2 DRIVING
OMNI-CHANNEL GROWTH

M52 had a successful year, with strong
online sales growth at an adjusted
operating profit margin competitive

with store sales, The MS2 organisation
brings together the data, digital and
online teams across M&S, {ts aim is (o
prioritise the best online offer, acting with
the speed of a pure-play while leveraging
the slore estate to drive advaniages in
reach and fulfilment to deliver better
customer service

- Aprogramme of front-end digital
development to inspire custormers
has included upgradea imagery,
increased user-gencrated content,
*shop the look” features and
“hotspotting” of product benefits,

- We have introduced over 60 digital
hubs in stores, enabling rapid
click-and-collect and rolled outl
paper-free returns.

— Ornline availability through omni-
channel fulfilment now exceeds stare
availability, with an increasing number
of “onling-only” products and use of the
channel to trial "test and repeat” ranges.

20 Marks and Spencer Croup ple

The online commuercial teams are fully
involved in calegory planning.

- During the year, ¢.11% of online
orders were satisfied through in-store
fulfilment. The ability to sell through
slock in the store network has increased
custormer convenience, improved stock
turn and helped drive customer
availability to ¢90%, compared with
¢.75% through the online distribution
centre slone

— The cut-off for nex!\-day delivery
remains below our target level but is
now market-competitive.

Over {he past three years we have buill
the foundations of a more personalised,
customer-focused digital offer We have
created a single custormer data platform
atongside our enterprise data platform,
‘BEAM", whuch continues Lo consolidate
our data in one place.

The relaunched Sparks pregramme has
grown to over 15m members, of which
close to 9m are active, and we are working
on the next generation of improvements
Lo the offer. We have grown app users to
over 4m and expect to launch Sparks

Pay, offering customers an inlegrated
payment and credit proposition including
loyalty rewards through Sparks and the
ME&S app

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

Sparks and data provide the gateway

to delivery of further services, notably
the shift 1o a digital proposition for M&S
Bank customers including credit, loyally
rewards and payment

NASCENT PLATFCRM OF
BRANDS ESTABLISHED

M&S has a strong and trusted brand which
attracts customers to our platforms as
the second largest UK online clothing
retailer (Source: Kantar 52 wecks ending

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

very socio]

experivment

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

Set up during the pandemic as a way to communicate
with tocal customers about availabilty of essential items
and opening hours, these accounts have evolved into a
highly effective and engaging way for M&S stores to reach
local customers and comrunities Content updates on
new products and services are attracting a collective

3+ million views a week QOur stores are alse driving
perception change on TikTok, with over 51 mitlion views

of our dedicated hashtag and M&S Romford leading

the charge with their viral videos.




providing broader choice and
personalisation for the M&S customer
and substantial new revenue streams.

- Inlhe tast year we have eslablished a
sertes of pilets with a combination of
around 40 clothing brand partnerships,
awn or invested brands. This has
included the purchase and relaunch
of Jaeger, as a contemporary British
brand, a 27% shareholding in Nobody's
Child and the majority acquisition of
activewear brand curator, The Sports
Edit, which brings new capabilitics,
custormers and brands tc the Group.
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— These brand partnerships bring
broader choice, premium price points
and additional expertise to M&S.

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

- In establishing the operation, we have
made early investrment in the initial
capacity required for ordering and
business development. At this stage,
the business trades Lthrough a wholesale
or commissicn model, with product
flowing through the M&S distribution
network. We expect to evolve the model
to add dropship capability, enabling
the sale and fulfilment of orders from
partner stock.

IMPROVING PERFORMANCE
THROUGH ADDRESSING
LEGACY ISSUES

labour intensive. Tearms have limited improvernents in omni-channel
Despite the far-reaching developments visibility to create accurate channel availability.
and progress in the product engine, the plans, and stock journeys from port to So, the pattern and rhythm of product
Clothing & Home business requires further  customer viamultiple stock holding and flow will be further reshaped over the
dev_eLopmcnl inlegacy systems, supply consolidation points are lengthy and can next few years. This reshaping will be
chain and stores to crable a more be hard to track. The reconfiguration of . .

. : - underpinned by a commitment

responsive business wilh faster speed systems is likely to take a number of years el deeper strategic supplier
to market, an improved returns process, to implement. relationships to support a faster,
lower stock levels and a lower cost The supply chain picking madel can more flexible sourcing model which
to operate. be slow and high cost Lo operate, has already proved comparatively
In the current system, less effective resulting in a risk of trapped stock. resilient during the pandemic.
systems configuration and interface The opportunity is Lo reconfigure the
makes planning and tracking slow and network to support our cmni-channel

needs better. In addition, the returns

channel remains stow, creating excess Digital net promoter score

handling cost and margin loss. We have

already identificd multiple ways of +5

”* Vil e . reducing this; for instance preparing
returns for resale mn the store of return
or nearby stores to enable further Traffic (visits per week)

{20/21: 13.5m)
13.3m
71"'0 s Mtg Eﬂ‘l/t Percentage of UK Clothing
P & Home sales online

In March, we announced a new investment in o (19/20: 23%)
the fast-growmng brand platform The Sports 3 4 /o

Eait, which offers new and nnovative brands.

Cur investment reflects our strategic focus

on activewear, and in May we madc oJr

market leading activewear brand Goodmove

avallable on the platform
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STORES & PROPERTY
ACCELERATED ROTATION OF THE ESTATE

The step change inonline participation
and further shift of trade away from high
street and city centre stores during the
pandemic has increased the imperative to
reduce Clothing & Homce trading space.
Last year we set out the objective of the
ME&S store rotation programme to create a
modernised estate of £.180 full-line stores
and a growing prograrmme of larger, mare
inspirational Food stores, We aim to fund
the exit costs of the legacy estate through
an increasingly active asset management
and freehold disposal programme, which
we expect to release at least £200rm of
cash proceeds

DEVELOPING PROFITABLE
ROTATION PIPELINE FOR FULL-LINE
AND FOOD STORES

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

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

We are now developing a growing pipeline
of store relocations, moving from

old multi-Tloor buildings, often with
challenged fabric and poor access and

car parking, to modern, well-located sites
wherever possible in the renewal format
with omni-channel capabilty. Moving away
from town centres s not our onty focus,
bul we recognise that in an omni-channel
world, ease of shopping and fast access

is critical to competitiveness, and in many
cases we belicve Lhe town centre locations
have lost impcetus as a result of failed local

Strateqic KPl
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authority or government policy As a
result, a high proportion, but not all, of
our relocations are to the edge of lown

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

in Clothing & Home space reflecting

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

of total profit.

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

- In Leamington Spa, the recent closure
of related town centre stores and
relocation to a full-line cdge-of-town
former Debenhams to create a full-line
proposition is cxpected to pay back the
nel capital of £70m invested in the new
site in 3.5 years.

- The relocation of Thurrock from the
pack of an underperfarming centre with

no accessible parking to the former
Debenhams site by the bus station with
extensive parking is oxpected to cost a
net £8.4m and to pay back in 2 years

- The announced closure of the legacy
four-floor town cenlre store at
Colchester and opening of a new
modern storein the retail park on ihe
edge of town will cost a net £7.3m,
resulting in an estimated payback of
3.2 years,

To accelerate the estale's rotation, we are
focused on driving the recapture of
Clothing & Home sales from existing
legacy sites either fo new stores, (o
aiternative stores or online and are
tnalling a number of new initiatives to
increase this

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

the next three years, largely inthe
12,000-15 000 sq ft rencwal format,
These stores generate higher
productivity and good cash paybacks.

ENCQURAGING RESULTS FROM RECENT OPENINGS

Of the 10 M&S stores opened n 2020/217, sales are averaging ¢.11% above plan,

with paybacks of around 15 years

‘10 stores opened in 2020/21 _ Foodhall Full-line
Vs original
Performance plan Performance Performance
Average annual sales (£m) 143 1% 123 188
;\verage capex (Erm) 37 -2% 2.2 73
Average payback {years) 15 -44% 1.5 15

* 202021 store operings are shown above rater than 7021/22 a5 these have 12 months of sales data to alow 2 fui

financial review

Transactions {average per week)

(20/2%: +39%)
0.7m

Footfall (average per week)

-I 4.1 m (20/21: +45%)

Stores net promoter score

+8 1 (20721 81}
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renewals

Modern stores in convenient
locations are at the heart of
our store strategy, such as
our 75,000 sq ft new full-line
store in Stevenage, which
brings elements of our
renewal format into Clothing
& Home for the first time
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Ifwng/i/ngf the warg we
connect with customenrs

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

Not only is this better for customers, but dual channel
shoppers spend twice as much as these shopping
only in store. In-store fulfilment is a big part of our
advantage, leveraging the store estate to become a
critical part of our supply chain network. To meet
demand in the pandemic, we scaled up our in-store
pick model to cover more than 200 locations; at the
height of the Covid-19 crisis, these operations were
futfilling over 20% of online demand. This acted as the
catalyst For further growth, and today all our clothing
stores are set up to be micro-fulfilment centres
collectively picking over 50% of customers’ online
orders. 50 if a customer is picking up a new Goodmaove
top in therr local store, there’s a strong chance the
local team have alsc fulfilled that order, which as well
as being efficient, is a mnice personalised touch.
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INTERNATIONAL
BUILDING OUR GLOBAL REACH THROUGH
STRONG PARTNERSHIPS AND ONLINE CROWTH

International Revenue

£937.2m"" "

Operating profit before adjusting items

£7 3 .6m (19/20; -33.5%)

Net promoter score

86 (20/21: 85)

International websites

98 (20/21: 98 restated)

Bw'/ldi/ngf o greatt senvice tor
oA partners

our inlerna

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

ship and seli M&S products in their markets,
and as part of this, in May 2021 we launched

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

gver 7 million singles from the UK natwork;
we've improved the visibility and stock
presentation of arders to rmake it easier 1o
track and process, and reduced our lead times,
meaning M&S products will be landing on the
shelves even quicker far customers across cur

partner markets.

24 Marks and Spencer Graup plc

Our objective is Lo create a growing
International business through strong
partnershups and a multi-platform online
business with global reach.

International sales grew 17% at constant
currency, reflecting the continuing
rebound in activity through the vear
and suslained growth in online sales
both in markets with a store presence
and through glebal market places.
Operaling profit before adjusting items
of £73.6m (2019/20 £110.7m}included
casts and tariffs of £296m and an
estimated trading impact in the region of
£15m due to ongeing EU border issues,
largely related Lo the Republic of Ireland
following Brexit,

SOLID CROWTH IN THE MIDDLE
EAST, INDIA AND CLOBAL ONLINE

Together with our partners, we generated
4% growth in retail sales in 2021/22. This
included a particularly good performance
in the Middle East region, with growth

in domestic demand. In Asia, we saw a
substantial bounce back in India following
lockdown in Q1, which was parily offset by
continuing restrictions In sorme markets
Sales in Europe reflected strength in
Clothing & Home sales in the Republic of
treland, partly offset by the impact of
EU-related border issues on the Food
business. Ovor the past two years, online
retail sates of M&S and our partners have
grown by 152% and now total £251rm.
Following the expansion into an additional
46 territorics in March 2021, we now trade
in 105 markets,

Performance vs

2019720 (%) H1 Hz Fy
Europe 4.2 74 58
ﬁiddle Eastﬁ '95 280 186
Asia -236 29 -6.6
Total retail

sales -2.7 11.2 4.3
Performance vs

2019/20 (%) H1 Hz FY
Stores -12) 15 -57
Online 1657 1411 152.2
Total retail

sales -2.7 i1.2 4.3




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

Muring the year, the business faced
the dual headwinds of the impact of
EU border issues and the ending of
shiprments to our franchise partner in
Russia as a result of the war in Ukraine.

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

to Ireland, because of certification,
declarations ad Lhe complexity of
segregation in warehouses, none of
which benefit customers. We expect tc
be able to mitigate these costs further
through increased local sourcing and

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

to fulfil orders for our partners,

including marketplaces.

The M&S businesses in Russia and Ukraine
have been operated by a licence holder
and franchise partner and in 2021/22
generaled retail sales of £1025mand a
contribution to profit before adjusting
itermns of £5.2m. M&S 1s a values-led
business; therefore, as a resull of the
invasion of Ukraine, we ceased shipments
to Russia on 3 March 2022 Subseguently,
we have made the decision to fully

exit our Russian franchise and we have
recognised a charge of £31min adjusting
iterns, representing our full exit costs from
Russia and busincss disruption in Ukraine.
Unfortunately, our Ukrainian business has
also been parlially closed as a result of
war impacts, and we are working with our
partner to reopen as and when possible.

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

QOur joint venture partnership with
Reliance Retail in India opened six new
stores, closed nine mostly smaller-format

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

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

New openings

New International store openings
include our comprehensive
13,000 sq ft new store in Lhe
Dubal Hills Mall
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PEOPLE & CULTURE

Qur Pesple Plam pus six ke wims:

#1
#2
#3

#4

#5
#6

Transforming cur organisational design to
drive ownership, pace and commerciality.

Becoming a data enabled and
digitally focused business.

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

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

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

Buildirg an invalving, engaging culture
where everyone can get on.




Four years ago, we sct out the
unvarnished truths about the state of

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

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

We were clear that our aim was 1o draw

on the foundations on which M&S was
built and apply them in a modern setting
to create the most engaging, involving
place te work in UK retail -~ an organisation
that was data-driven, digitally-enabled,
empowered and fast-moving,
Lunderpinned by a flat structure built
around the trading business units that
drives a closeness to the front line and
Lthe customer

At the beginning of the financial year,
Stuart Machin and Katie Bickerstaffe were
appointed Co-Chief Operating Officers
(CO0s), sharing operational oversight of
the business, Lo accelerate the pace of
change across Lhe core businesses. This
has driven real momentum behind our
key strategic prioritics, for example on
store rotation wilh an accelerated closure,
relocation and renewal programme and
accelerating online growth through MS2.
It has also accelerated the breadth and
pace of change in our culture, as the
executive team took direct ownership of
the People Plan and we have made scme
progress against our priorities:

#1

Transforming our organisational
design to drive ownership, pace

and commerciality

The key change over the past year

has been the appointment of the two
Co-CO0s and the galvanising effect they
have had across the core businesses, as
can be seen in our preliminary results

Across the business, the move to maore
flexible, agile working has been further
embedded, underpinned by clear
frameworks and our market-leading
partnership with Microsoft. Adoption of
TEAMS 15 now at 93% across the business,
with 0.0 mitlion nileraclions every month:
9 mitlion chat messages, 280,000 wideo
calls and 120,000 online meetings, as well
as 240 streamed events.

In stores, work has begun to modernise
our approach to flexibility For store
management teams we have introduced
job sharing, moved from shift patterns to
hours-based matrices and are trialling new
work patlerns such as nine-day fortnights.
For customer assistants, we will be piloting
a new provider 1o make it easier for store
teams to book and change shifts through
a mobile-compatible digital platform
accessed Lhrough TEAMS. This will also
rmean store managers can manage shifts
through their electronic devices on the
shop floor.

Colleague representation measurements

Total employees’

® Female
45,484

® Male
20,726

Total senior managers’

® Female

69 (20/21:57)
® Male

92 (20/21:79)

Total Board'?
® Female
5 {20/21: 4)

® Male
6 (20/21:6)

1. Colleague measurermnants compared to
20421 toillustrate year-or-year progress
2 As atpublication date.

Senior managers from
ethnic minorities

6.8% (20/21: 8%)

While we made progress in attracting

talent from diverse backgrounds, internal
progression for this group remained broadiy
static impacting overall representation
among senior managers We're taking action
to increase representation by opening
accessible attraction routes and working
with our business-wide diversity networks.

Engagement

62%

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

a reset of our survey pravider, we cannot
accurately compare against tast year’s score

of 82% but this will be the benchmark score

we measure against in future reports.

#2

Becoming a data enabled and

digitally focused business

If we wanl 1o be a truly omni-channel
tusiness and maximise cur competitive
advantage, our colleagues need the right
skills and capabilities, enabled by the right
systerns and technologies, underpinned
by a digitat first culture. Progress this

year includes:

Skills & Capabilities

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

The right systems & technologies

The first phase of MyHR — the cloud-based
digital pecple system —was launched in
September, focused on performance
management and talent management
across the colleague lifecycle. While there
were bumps in the road and we continue
to respond to colleague feedback, it was a
relatively smooth process and is a key part
of moving to a manager-and-colleaguc-
led sell-service model.

Gender pay gap

(o] (20/2%:
1 2 05/0 12.5%* restated)

Qur gender pay gap, the average
difference in hourly earnings between
our male and fernale colleagues,
remained level on the year. We've made
progress in the representation of women
in leadership roles across the business,
with women in maore than 5% of cur
seniar rmanagement roles. We remain
committed to reducing the gap further
through action such as expanding
talent pathways to furtner raise the
representation and reward of women
across the business.

* QOur reporting coverage has been updated and
willinclude an additional colleague shift pattern
in our distribution centre, so we've restated
previous years to give the truest comparison
going forward
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We have continued to usc TEAMS as a
gateway to different services, utiusing its
high adoplon rates. We have fully digitised
the operational communications thal go
out to stores through the TEAMS platiorm
They are now personalised to be more
relevant to colleagues, alceit there is

stil{ work to do on making these
cormmunications succinct and engaging
The revamped colleague survey and

CEO suggestion scherme are also fully
digitised and accessed through TEAMS,
which has driven increased participation.

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

on the move using TEAMS, cutting time
and helping colleagues spend more time
with customers

There recmains more work to do to ensure
a consistent quality of WiFi across the
astate, particularly as we expand our
omni-channel capabilities

Digital-first culture

Cur BEAM Academy has engagad over
100,000 colleagues through events during
the year, including 3,000 colleagues at
our biggest-ever annual “Digifest”, 450
colleagues participating in the digital
and data hackathon and 900 regularly
attending the “DigiMeetUp” sessions
To target colleagues of the future, we
also sponsored "Hack the Burgh® -
Scotland's biggest student hackathon

To foster digital innovation, *lgnite” - our
extornal innovation and partnershies
function - met over 500 start-ups,
launched 19 new trials and establshed
two new partnership with stari-ups,
building on our existing work with

True and Founders Factory.

However, having directly asked colieagues
their views on our progress in creating

a digital-first. business, the feedback

is clear. While colleagues understand

the importance of digital and data
transformation and of growing the Sparks
digital loyalty programme, they do not yet
believe that data is used encugh to inform
dacision-making or that we have invested
enough in the tools and capabilities to
enable them to do their job better.

Competitive reward

We've invested in our remarkable people
by \creasing our nourly rate of pay
Every store colleague across tne UK
now earns at least £10 3 hour, as part
of our competitive rewara package

\j
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#3

Creating a team of empowered,
responsive and commercial leaders
wha are close to the front line
improving talent planning and driving
a high-performance culture has been
a real area of focus for the executive
Leam over the past year. As a result,
while we continue to be a destinatian
for world-class tatent, for the first time
since beginning the transformation
we have promoted more people into
scnior leadership roles than we have
hired externally.

Standardising expectations has impreved,
with the introduction of a leadership
framework and model of potentiat to give
clarity to what great lcadership looks ike
at M&S. However, Lhere is still not a regular
cadence of leadership engagement or
developmont Lo build “one M&S leadership
team’”. In addition, while listening groups
are now an established practice al M&S
and the “Christmas Elfers” scheme - where
support centre colleagues help stores
over {he peak period - was the biggest

to date the reality is that programmes

Lo connect leaders to the front Line have
statled n the past year

#4

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

In September we established the "Store
Voice Feedbatk” network, allowing stores
to send fecdback directly to the
leadership, including the CEQ This is
coupled with a weekly call every Monday
maorning in which the store managers
challenge the business on all issues stores
are grappling with, This is followed every
Monday afterncon by a call Lo store
ranagers sctting oul the prigrities of the
week bul also responding to challenges
raised through the fecdback call in
addition, “Buyers and Sellers” networks

have bean established, connecting our
top selers with buying teams. These meet
regularly to discuss what is and ism't
working and take action.

Cur colleague suggestion programme,
“Suggest to Steve’, has been reinvigorated
since moving to a digital platform, with an
increase in suggestions of over 100% on
the prior year. Steve Rowe has surprised
colleagues with winning ideas with a
“Steve Rowe hello™ and "Dragon's Den”
events have Llaken place in stores across
the country, with colleagues pitching
against each other The business has put
over 600 ideas into action since launching
four years ago.

We also launched our new “Voice of the
Customer” digital platform, "Make your
Marks”, which houses all of our customer
feedback, received across all channels,
from online to stores, in one place This
helps colleagues Lo make data-driven
decisions based on exactly what our
cuslomers need and want

#5

Creating a cuiture of plain

speaking: data-driven and focused

on performance

In the past vear, Stuart Machin has led

a resel of performance management
focused on robust goal setting. This is
linked to transformation priorities and
open and honest conversations through
the year to track performance, enabled by
the MyHR system Every single salaried
colleague had an end-of-year rating
recorded in the system, enabling far
better vigioitity of performance data to
ensure fairness and transparency. In stores
we reset expectations for our customer
assistants and have continued Lo drive
guarterly check-ns on progress, with

data showing that 84% of colleagucs

are now having regular check-ins with
their manager.




Alongside tracking of performance, we
also invested in our rates of pay and
penefits for colleagues. With pay and cost
of living remaining top of mind for our
colicagues, in February we announced an
increase in the base rate of pay so that all
permanent colleagues earn a minimum
of £10, nsing te £11.25 for colleagues in
London, both ahead of the real living
wage. In addilion, we enhanced wider
penefits to include health & wellness
benefits, such as Virtual GP access and
financial management advice which
combined with our pension and discount
contributions offers one of the best
all-round reward packages in retail.

#6

Building an invelving, engaging culture
where everyone can get on

M&S is made up of over 65,000 colleagues,

and our aim is to establish a culture which
brings cut the best in each of them.

A place where everyone can get on
We have expanded the successful Food
Leaders programmes to offer a range of
innovative development programmes;
BUILD for colleagues new to leadership,
EVOLVE for colleagues moving from
management to broader roles and
TRANSFORM for calleagues moving

into senior leadership roles. They are,
critically, for ALL calleagues across the
business, and feedback is extremely
positive. The key now is to expand and
embed the prograrmmes without lowering
their qualily. In addition, we have
expanded cur coaching offer, previously
only for exccutive leaders, to 300
high-potential colleagues, and have
developed “Stepping Into” pregrarmmes
to better support the career path of 750
high-performing store colleagues.

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

third parties to source candidates from
diverse backgrounds, This summer we will
welcorne the first of our “Black Interns’
initiative participantis and we have already
delivered our first "Diversity Insight”

work experience programme targeled at
undergraduates with an ethnic minority or

lower socio-economic background. We are
piloting a RISE - Recognising In-Store
Experience - prograrmme, opening up
support centre opportunities for store
colteagues, and will expand it in the
coming year. 427 young pecple
participated in the “Marks and Start”
programme for those furthest away
from work, with 81% offered work at
the end of it, and we have delivered

the government-backed Kickstart
programme, giving 358 young people a
six-month placement and offering 80%
of participants work at the end of it.

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

Qur Business Involvement Group, BIG,
continues to engage regularly with the
teadership — including at Board and
exccutive levels — and work has been done
to better establish the role of BIC reps.

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

—which has doubled tc ¢10,000. In a “world
first” we are engaging our alumni as
mentors for current colloagues, and we
are delighted that Steve Rowe - perhaps
our most famous alumnus - will be the
community's president.

MOVING FROM FIXING THE
BASICS TO THE NEXT PHASE
OF TRANSFORMATION

Perhaps the most significant change to
our people and culture is the handing of
the baton {rom Steve Rowe to the new
leadership team. Cn 25 May Stuart Machin
will becorme CEQ, Katie Bickerstaffe
Co-CEO and Eoin Tonge Group CFO &
Chief Strategy Officer. Bringing these
three leaders together will provide the
stability, pace and bandwidlh required to
accelerate the pace of change as M&S
enters the “shaping the future” phase.

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

Stuart has taken immcediate "Day Cne”
steps to Usten and act en what colleagues
are saying. The CEO suggestion scheme
has been reset and expanded, so anyone
can make a suggestion, ask a guestion, or
bring an issue “Straight to Stuart”, and he
and the leadership team will address it and
respond within 48 hours. In addition, Stuart
and the executive team will lead from the
front when it comes to being “one M&S
Leamy” close to the front Lne and the
customer. They will be running a store for
a week at least once a year, and every
suppert centre colleague will be expected
Lo spend a minimum of five days a year
with colleagues serving customers, either
in stores or e-commerce distribution

New technology

By investing in new technology -
Including digital headsets —

we're helping our slore colleagues
deliver seamless experiences for
our customers
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STRATEGIC REPORT

SUSTAINABILITY

EXTENDING AND EXPRESSING
OUR SUSTAINABILITY LEAD

net cero roadmap across the value
chain, including commitments to cero
deforestation in soy sourcing, sourcing
more sustainable fibres, reducing
emissions in ur property estate and
eliminating rnillions of units of single-use
plastic packaging.

While we have \eading positions in
customer perception, there 1s much
rnore te do in Plan A to commuricate our
practices. In the year ahead we expect to
accelerate our programmes and bring
them through much more strangly Lo
the shelf edge both within the store
environment and during the online
shopping experience. We believe that
wider susiainability concerns are here to
stay, resulting in apportunities for our
brand to enter mew markets. Through
our deep relationships with customers

ME&S was a pionger in creating an industry-
teading, fully integrated sustainability plan
under the “Plan A" banner, launched in
2007, which reflected vatlues that have
been core to M&S’ culture since its
inception, During (he year we reset

Plan A with a singutlar focus on cuiting

our carbon feotprint by one third by 2025
and becoming a net zerc business across
Scope 1, 2 and 3 by 2040. As an own-brand
retailer, M&S is very well positioned to work

During the year we (aunched new
initiatives to help customers (ead
lower-carbon tves, including:

— Removing 75 millon items of plastic
packaging from our food products and

with its supplier partners to find better

ways of daing things. We have developed

a multi-stakeholder ptan spanning
customers, cotteagues and suppliors
Lo detliver on this target.

This reset includes the return of the
Group's iconic “Lock Behind the Label”
campaign, focusing customers onthe
stones behind five everyday products,
from coffec to cotion, which are
responsibly sourced. We also dentified
100 colleaguces as “Carbon Champions”
N leadershig positions in key roles in
buying, sourcing and operations and
identified key targets for 2025,

Following the reset of Plan A, we agreed
to link our new £850m revolving credit
faciity to the delivery of our net zoro

targels. These targets span activity on our

OUR

installing plaslic take-back bins in over
500 of cur stores to make it casier for
customers to recycle soft plastic.

— Anew incentive programme to reward
Sparks custaomers when they donate
pre-toved clothes to our “Shwopping”
partnership with Oxfam.

- Artest and learn” trial in an important
growth market, clothing rental, with a
Founders Faclory joint venture
investment in the Zoa Group, the
operator of leading clothing rental
website, Hirestreetl

~ InJanuary, a Sparking Change National
Challenge, inviting 14 million Sparks
custormers Lo try a lower-carbon
diet, to feel healthier and poientially
save money.

PARTNERSHIP

with dette

Supporting the circular economy

In April, we joined the dotte collective, the UK's first fully
circular kidswear peer-to-peer marketplace where parents
can buy, sell, donate and recycle outgrown kidswear. We
share a commitment with dotte to finding mare circutar
solutions which incorporate both new and pre-loved
clothing. dotte addresses the challenges parents face
when buying secondhand ~ through our partnership,
those who sell a pre-toved M&S item on the platform

will receive a M&S voucher for £5 of f when they spend
£25n our stores ar online, Sustamability has been at

the heart of M&S Kids' thinking for over a decade, and
we're continuing to develop the sustainability credentials
within our ranges Our schoolwear is made to offer
guality that can be handed down and this is proven in
the fact that M&S is ane of the most popular brands on
dotte for resale, with over 400 items listed on the site.

3C Marks and Spencer Group plc

through Sparks, our longstanding trusted
supplier partners and ouwr portfolio of
innovation partners, we are well placed
to develop customer proposilions
Inareas such as circular fashion and
low-impact farming,

Gustainability Reporl

Shareholders can read a full update
oh our progress in our sustainability
report at marksandspencer.com/
sustainabilityrepert2022 —

ESG commitiee
reperl

Read our ESG committee report
on p?0 -




NON-FINANCIAL INFORMATION

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

PEQPLE

We arc committed to providing all of

our colleagues with a safe working
environment and an organisational cullure
which promotes inclusion, diversity, equal
cppartunities, 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 know that our Board
and leadership team play a vital role in this
commitment, which is why we have (aid
out our progress in balanced leadership
on pages 68 to 69. Further detail on social
matters can be found in People & Culture
on pages 26 to 29, and our Sectian 172(1)
staterment on pages 32 1o 34

e Read more on our commitment Lo
people in our

- People Principles

- Code of Canduct

- Responsible Marketing Principles

- Inclusion, Diversity & Equal
Opporturitics Policy

COMMUNITIES AND ENVIRONMENT

We have supported our local communities
throughout our 138-year history, because
we know that vibrant cormmunities are
essential for our success. We aim to take a
progressive approach Lo our community
engagement, which is reflected in our
sustainability commitments. Sustainability
is also core to the M&S brand. This
framework brings together individual
business unit strategies into a shared
programme to drive behavioural change
and ensure the whole business cperates
in a more sustainable way.

° Read more on our commitment to
communities and the environmoent on
our dedicaled corporate website areas’

Our Cormmmunities
- Plan A Our Planet

@ Read more on our activilies in these
areas this year:
Emvironmental commitments and progress
can be found in the ESG Committee Report
on pages 70 to 77. Detalls of our greenhouse
gas ("CHG emissions are on page 76.

STATEMENT

Our contribuliuns Lluwards, and
consideration of, communities 1s ntegrated
throughout the report and can also be
found inour Section 172{1} statement on
pages 32 to 34, and in the ESG Committee
Report on pages 70to 77

HUMAN RIGHTS

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

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

of Conduct and, for all suppliers and
business partners, in our Global Sourcing
Principles. We are also a signatory to the
UN Wornen's Empowerment Principles and
the principtes of the United Nations Global
Compact. We strive to be a fair partner by
paying a fair price to suppliers, supporting
local communities and ensuring good
working conditions for everyone working
in our business and supply chains, We are
cornmitted to building knowledge and
awareness on human rights for all of our
colieagues and suppliers, encouraging
them to speak up about any concerns
without fear of retribution - the cutcomes
of which also enable us to comply with
legislation and meel the expectations

of shareholders.

o Read more on our commitment to
human rights in our

- Modern Slavery Statement
Human Rights Policy
Code of Conduct

- M&S Global Sourcing Principles
Child Labour Procedure

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

ANTI-BRIBERY AND
ANTI-CORRUPTION

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

Our prograrmme includes detailed
procedures and controls around giving
and receiving gifts, hospitality and
entertainment; procedures for engaging
new suppliers and partners, specifically
Lthose who are based in higher-risk
jurisdictions; and standard contract
clauses and clear reporting channels,
including confidential reporting. All
colleagues are required 1o undertake
mandatory Anti-Bricery and Anti-
Corruption e-learning. The Company
will consider taking disciplinary action
against anyone who fails to comply with
its Anti-Bribery Policy, up to and including
disrnissal. Any potential incidents reported
internally or to the external confidential
reporting channels are followed up and
full investigations launched where such
action is deemed appropriate after
prelirminary enguiries, All investigations
are subsequently reported to the

Audit Committee

Bribery Risk Assessments arc conducted

on an annual basis and an annual report

issued to the Audit Committee.

@ Read more on our commilment to
Anti-Bribery and Anti Corruption in our

- Business Partner Anti-Bribery and
Antt-Corruption iPolicy

Code of Conduct
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SECTION 172(1) STATEMENT

ENGAGEMENT &
DECISION-MAKING

SECTION 172(1) STATEMENT

We believe that considering our stakeholders
in key business decisions is Not only the right
thing to do, but is fundarmental to our ability
to drive value creation over the longer

terrn During this financial year, in the midst
of recovering from a global pandemic,
balancing the needs and expectations of
our stakeholders has never been a more
imnportant or challenging task

Board directors are bound by tneir duties
under the Companies Act 2006 (the "Act”)
to promote the success of the Company
for the benefit of cur members as a whole.
In doing so, however, they must have regard

to the interests of all of our stakeholaers,

to ensure the long-term sustainability of the
Company. The Board is therefore responsibie
for ensuring that it fulfils its obligations

to those impacted by our business, inits
stakeholder consideration and engagenent
Stakeholder consideration is embedded
throughout the business, with the Executive
Committee ("ExCo7) and senior management
achively engaged in communication and
invelvernent initiatives

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

of tha year, had regard ta the matters set oul
in Section 172(1) {a) to (f) of the Act, alongside
examples of how each of our key stakehoiders
have been censidered and engaged Further
information can also be found throughout
the Strategic Report and in our eéxploration

of key strategic decisions made in the
Governance Repart.

Read maore:

© Strategic Report, p2-55

© Key Board Decisions, p34, p63-64

© At marksandspencercom/thecompany

STAKEHOLDER ENCAGEMENT & CONSIDERATIONS

SHAREHOLDERS

Why they matter

Securing our sharcholders’ trust througn
continuows engagement ensurcs tneir
ongoing investment and support.

Key priorities

For some, delivering sustainable, profitanle
growlh over the long-Lerm. bor others, seeing
immedhate returns on their nvestment
Increasingly for all, seeing proactive and
canscientious Environmenta:, Scaal ana
Covernance ("ESGC™) oians being formed and
corresponaing good performance in ESG areas

How the Board engages

- The Annua. General Meeling (AGM ™} s the
Board’s primary opoortunty to interact
with snarenolaers, and at last year's digital
meeting the Board engaged with nearly three
Limes ag many shareholders than at the iast
physically held AGM i 2019 Almost 1,700
inaividual shareholders engaged with our
ACM patform, either to wateh, vote or submit
auaestions. 1ne Board intends Lo continue with
tnis improved engagement trajectory, by
hosting ancther digital meeting this year

Our Private Sharenalder Panelis a group of
ranaomly se.ected private sharcholaers
who have the opportunity to attend reguiar
rmeetings with our Board and semior
managemaoent, during which tney can hear
more abouf M&S and provide thairinput

on the business direction of travel.

How M&S engages

- Our Investor Relations tearm, alongside
the Cnarman and seqiar management,
malntains a requr dialogue with key
inshituhionay investors. Over tne course of
the past year, the team met wath (via video
canferencing, over the ohaone and 17-person
over 120 institutional funds, engaging witn
Investors who we estimate represent over
half of ourissued share capital

32 Marks and Spencer Group plc

Governance considerations

Dividend decision making, kalancing the
desire of shareholders for immedaate

relurns, against the need to praserve bauidity

and ensure the long terr sustamabiity
of the business

- Owerarchng strategy and purpose sctting,
amed al delivering agamst shareholders’
necds for long term, sustainabie and
profitable growth

Audit Cormmittee oversight of internal and
cxlernal audit processes, ensuring the
business’ internal framework of controls s
sufticient to protect sharcholder investment,
and that the presentation of Lthe linancial
statermnents prowides nvestors with

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

CUSTOMERS

Why they matter

Qur customers ara al the heart of aur business
Maintaining ana increasing therr enthusiasm
and loya Ly for the M&S brana ensdares {ne
enduring success of aur business

Key priorities

Great auality ana value praoducts; having

good avanabilty across product Lines.a store
estate and an online offer tnat are easy and
enjayabie 1o $nop in, 3 CONSCICNNous cornorate
aifizen who customers can rely on to have
acted etrica.ly and sustainably when sourcing
the proaucts they wear, eal, ana bring into
tner homes

How the Board engages

- Customer feeaback s incorporated into
ousiness updates and proposa.s for the
Board's review and consigeration

- Qur nen-execative arectors regutany attend
store visits througnout the year, seeing
first hand how stores operale and now
Lnis IMoacts customer experience

How M&S engages

This year we introduced our Voice of the
Cusiomer prograrnme to measure custorer
salisfaction and experience with snort,
targeted surveys acrass approximatoly

1.5 million toucnpoints online and in store

- We regularly monitor customer moaod and
tooical issues through a mantnly survey of
1,000 customers This helps Js to understand
now customers are feeling and what s gong
on in therr lves, s0 we can shape content ana
Lone ac*oss our communication channels

We conduct focus groups, in deptn
Interviews ana surveys throughout the year
on our strategic priorilies. Tris year, in-depth
QIscuUssians have been held with over 400
cuslomers, and another 9,000 have neen
surveyed, on a range of topics incluaing:
website expenence, dewvery and collections
proposilion, Spring and Adatumn campaigns
responsg; ana Chnstrmas store experience

Governance considerations

- ESC Committee review of customer insights
anz perceptions on M&ST sustanabuity
credentials, to mform the Plan A reset ana
Future strategic aims on sustamabuity

- Budgel and tnrce-year plan aiscussions,
agrecing phaing strategies to take account
of custormer imoact amidst inflationary
pressures and the energy price crisis

&l

COLLEAGUES

Why they matter

We caqnot gperale and acriucve our strategic
goa.s without an engaged coleague basc that
feels aopreciated, and 15 maotivated to deliver
for our customers and the business’ success
Key pricrities

Feeling valued a1a approoriately rewarded;
having an nclusive and diverse place to work
with a respectful corporate cu.ture; being abie
to share their views and have their colieague
voice heard indecision making



STAKEHOLDER ENGAGEMENT & CONSIDERATIONS CONTINUED

How the Board engages

- Our Business involvement Croup (BIGH,
a network of elected representatives from
across all parts of the business, facilitates
engagernent with colleagues, with local BIC
teams regularly feeding back to National BIC.
Ihe charr of BIG represents the collective
colleague voice by attending a number of
Board and Remunearation Committee
meetings throughout the year

- Board members hear from and engage
with our colleagues directly during store
visits, through Lstening groups, and also
regularly join leadership toam mectings
across the busingss,

llow M&S engages

- Colleaguc updates on performance and
strategy are provided by ExCo members
and senior management through regular
business area "huddles”, as wed as oy cmail,
virtual reelings, and our Microsoft Teams
communication and collaboration platform
Colleagues are encouraged Lo be involved In
these forums by voicing their views, ideas and
questions with the leadership team directly.

- This year, we iIntraduced a new Colleague
VoIce programme, surveying our colleagues
bi-annually to give the Board and ExCo an
informed picture of how colleagues feel
about working for the business The
progressive colleague engagement score
through the year was 62%, with 75% of
colleagues participating saying Lhat they
feel proud 1o work for M&S.

Governance considerations

- The Board's Group purpose setting
and strategy disCussions, highlighting
the importance of colleague buy-in
and conseguently commissioning a
colleague survey ta invite views on
PUrpose communication

In support of an “internal first” approach to
growing talent and improving diversity in the
workforce, and colleague survey leedback
on development apportunities, the Board
enceuraged the continued launch of
long-form learning and development
programmes tallored to all carcer stages.

COMMUNITIES

Why they matter

Communily acceptance and mutual respect
provides us with a licence to operate and
ensures we are a force for good for the
people and places we impact This Includes
the wider environment, where considerate
use of resources contributes towards our
long-term sustamabilty.

Key priorities

A fair and valuable contribution Lo society
and the economy and for M&S to be a socially
responsible corporate, thal cares about its
long- term impact on the communities and
environment it operates in

How the Board engages

Ihe Board and ESG Committee have
reviewed key community initiatives
inmeetings, Inciuding as part of the
sustainability strategy and, more recently,
the business’ approach to the invasion

of Ukraine

- Dwrectors meet and engage with various
commurity players in visits to stores and
distribution centres

How ME&S engages

This year, our chantable donations reached
aver £5.2rm, and we fundraised more than
L4Am in donations from our custamers,
colleagues and partners. Our donalions

were made to our 35 Sparks charty pariners,
as well as to UNHCR and UNICEF in support
of the crisis in Ukraine

The M&S Company Archive provided
opportunities for people ta enjoy M&5

rich hertage through a comiination of
popular onbine events, an expanded rango of
digital learning resources and relaunched
visitor services at the "Marks in Time”
Lxhibition in Leeds visit marksintime.
marksandspencercom [or rore details,

Governance considerations

- In consideration of our community and to
ensure the business' effective charitable
giving, the ESG Committee overhauled and
strengthened our governance process
on charnty parlnerships and donations.

SUPPLIERS

Why they matter

Our trusted supptiers enable us to provide
our cuslomers with the high- quality, ethically
sourced and produced goods they expect.
Key priorities

A long-term, productive relationship with M&S,
allowing them to create great products, build
volume at equilable prices and actueve their
awn strategic goats.

How the Board engages

— The Board and Audit Committee reviews
and considers supplier relationships and
feedback in operational, performance and
risk updates.

The ESC Committee monitors and critically
evaluates suslainability and ethical trading
in the supply cham.

How M&S engages

- We measure Supplier Satisfaction using the
independent Advantage Report Mirror to
survey a proporlion of our supplier base cach
vear. The annuat Grocernes Code Adjudicator
survey also provides vaable insight on
sector priorities and supplier perceptions.

— We have engaged with our M&S Select Farm
farmers and growers on low iImpact farming
to help address the challenges of global
warming and climate change As aresult,
we have established a network of 18 Indicator
& Innovation Farms to trial now cancepts,
identify solutions for wider adoption and
rhampion production systems that readuce
carbon and improve wildufe habitats

Governance considerations

- Audit Committee review of compliance with
the Croceries Suppty Coade of Practice, using
the results from the annual Croceries Code
Adjudicator survey to focus managemcent’s
activities with suppliers for the corming year.

- Review of our payment practices, ensuring
thal these are appropriate and our smaller
suppliers arc supported and atso have access
Lo our Supply Chain Finance sotution,

PARTNERS

Why they matter

Our partners provide avenues to expand our
reach and acc@ss to new customers —in the
UK and internationally. We also have partners
assessing and supporting our oocrations, to
ensure we constantly ovolve and improve

Key pricrities
A corparale partner wno responds to concerns,

acknowieages juriscictional and technical
experlise, and provides pecr-to-peer support

How the Board engages

- The Board has considered and approved
contract extensions with existing partners,
as weli as approving the launch of a new
strategic partnership with Costa Coffee,
supplying chilled and snacking M&S foad In
over 2000 Costa stores,

- Upon Russia’s invasion of Ukraine, the Board
quickly discussed the impact on cur
colleagues and custormers in the region. The
proposed response to our Turkish franchise
partnor operating in both Ukraine and Russiz
was also debated at length The Board readily
agreed that colieague welfare should be the
priority and our partner should be engaged
to ensure the safety of coileagues by any
rneans necessary

How ME&S engages

- We have worked clasely with our global
franchise partners during the year to support
them through the various challenges that
Covid-19 has created in thor markets.
Frequenilly changing government regulations
have impacted consumer sentiment and
shopping habits; we have responded by
supporting our partners with changes to
product demand and facilitating multiple
now selung channelds to make it easier for
partners to continue providing M&S products.

- At the Board's direction, we continue to
engage wilh our Turkish franchise partner,
FIBA, on the operalion of stores in Ukraine
and Russia. For the safety of colleagues, all
operations in Ukraine were suspended on
24 February 2022 Shipments to Russian
slores were suspended on 3 March 2022,
and negotiations have now concluded with
FIBA to fully exit from Russia,

Governance considerations

- [The Board considered our Turkish franchise
partner’s needs at length in its decision to
withdraw from Russia Ultimately agreeing
that, while our partner's interests and our
ongoing retationship would likely be
jeapardised, ceasing trade n Russia was
the right thing to do maorally.

Investments in third-party brands, reviewing
corporate and decision-making struclures
beng implemented whilst considering the
needs and support required by our new
strategic prand partners,
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SECTION 172(1) STATEMENT

STAKEHOLDER CONSIDERATIONS

34

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

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

THREE-YEAR PLAN AND STRATEGIC FINANCIAL MANAGEMENT

Background: Tne Board and ExCo complete a three-yearly raot and brancn revicw of the Group's strategic financial plans. This yoar's review
was particularly focused on ensuning baance sheet strength for the next phase of our transformation.

Shareholders in its discussions, the Board carefully

o considered the need to deliver Langinte value to shareholders,
weighing their shorl-term desire for returns against the need
to deuver long-lerm sustainable value The Board discussea
reintroduction of a dwidend alongside averall capital
managemaent; in particular investments in the transformation,
ang actions aimed at improving investrnent grade metrics
Ihe Board agreed non-payrment of a dividend continues to be
appropriate in the contex! of strengthening the balance sheet
ana securing the business’ iong-term future for sharehalders

Customers Amnidst inflationary pressures and the energy pnce
cnsis, the Board has becn constious of customers perception
af M&S alfordability and ensunng our pricing stralegy does not
add to pressure on hauseholds. It agreed early onin three-year
plan aizcussions that increases m customer pricing shouid e
avoidea where possibie, in favour of maxirmising internal
efficiencies and resource aliocation

@ Colleagues Knowing that our colleagues wil also be

managing pressure on their nousehold budgets, the Board
agreed to incorporate in the planinflationary pay rises for all
colleagues The cayment of a bonus to ¢ 5000 employees
was also approved, and Lo align colleague interests with
shareholaers, 50% of ponus entitiement is being deferred
into shares exercisable in three years tme

FRANCHISE PARTNERSHIPS IN UKRAINE
AND RUSSIA

Background Upon Russia's imeasion of Ukraine, the Boarg quickly
mel and agreed that any trading in Russia should cease immegiately

in the regton first and foremost, agreeing tnat colleague
safelby s a pricrity and therefore Ukrainian stores shoud
nat trade while unsafe to do so

@ Colleagues The Board considered colleagues affected

Customers & Communities Anticioabing Lnat odr
customers and wider community would exoect an M&S
response, the Board encouraged agdisive managemnent
action to donate and fundraise for charitable causes in
support of Ukraine, including by activating bl.-point ana
online giving In the UK

Partners Our Turkish franchise partner, FIBA, aoerates

e M&S stores in poth Ukraine and Russia Therrinteresls were
considered at lengtn by the Board, neting that these and
our ongaing relationship wou'd lkely be jeapardised il we
ceased trade in Russia

Communities |1 recognion of aur Plan A commitments

ta our commiunity and the environment, the Board has
incorporated stralegic investments iInto the Lhree-year pan,
ensuring the busmness ¢an achieve its target of a one-third
reguction in carbon emissions by the end of the three-year
pan’s duration in 2025, and s set up N the ionger term to
become a nel zero business by 2040

Suppliers The Board has considered how best to support

@ suppliers It has committed to mibigaling cost pressures by
absorbing Inflationary impacts where possible, supporting
srnatler supphers with access to supply chain finance and
sharter payment terms, investing inlacal sourcing in the
Faoa supply chain ana considening near share manufactunng
in Clothing & Home.

Partners 1he Board considered existing and potential

@ pactnersin three-year plan deliberalions Ullimately agreeing
that the use of partners could te beneficial to expand the
M&S brand’s reach and impact the bottom line (Costa) and
wouia encourage a culture of INnnovation in Lhe busincss
(True Caoital li Fund investment)

Qutcome

TALENT AND SUCCESSION REVIEWS

Backgreund As part of its commitment to internal talent
growlh, succession ana diversity, the Board has reviewed and
directed the ExCo to develop succession plans for senior
managernent across the business

Shareholders; Tne Board consiaers that civersity ol

° thought and appropriate succession olanning at all levels
1 the business wil positively contrioute Lo snareholders’
long term returns

Colleagues: Acknow.eaging colleague appetite to

@ grow ana develop Lher careers at M&S, the Board has
sunported the use of lwadersnio programmes, enhancing
the oersonal and orofessional development of colleagues
at 3ll career stages

Customers & Communities: Noting the aiversity of

our customers and communities, the Board beleves an
equally diverse co.league base, championing proaucts
that they themselves would buy, wilc ullimately "esonate
witn customers.

Qutcome

Marks and Spencer Group ple



KEY PERFORMANCE
INDICATORS

FINANCIAL

GROUP REVENUE
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GROUP PROFIT BEFORE TAX (PBT)
& ADJUSTING ITEMS

£10.9bn""

1819 104
19/20 102
20721 90

21722 10.9

Croup revenue before adjusting items increased 6.9% versus 2019/20,
driven by Food sales up 10.1%, Clething & Home sales up 3.8% and

International sales down 0.8%

RETURN ON CAPITAL EMPLOYED (ROCE)

£522.9m™"

18/19 5117
16/20 4031

20 418

21/22 5229

The Group delivered profit before tax and adjusting items of
£5229rm as a strong all-round performance combined with the
benefits of the transformation delivered an encouraging performance

across the business.

ADJUSTED EARNINGS PER SHARE {EPS)

12.2% "

18/19 1)
19/20 100

20/21 38

21/22 122

Return on capital employed improved twe percentage points on 19/20
following a rebound in earnings before interest, tax and adjusting items.

DIVIDEND PER SHARE

+299%

21.7p

1819
19/20
20721

2122

Adjusted basic earnings per share was 21.7p (2019/20: 16.7p; 2020/21
52-week basis: 1.1p) due to higher adjusted profit year-on-year.

FREE CASH FLOW
{PRE-SHAREHOLDER RETURNS)

Nil(ZO/Z]: nil)

18/19 133
19/20 39

20/21 EmiL

21/22 [Nil

We didd not pay a dividend for 2020/21, and the Board has decided not to
pay a cividend this year. This is consistent with the announcement at the
half-year results that payment of a dividend this financial year would be

unbikely as we focus on restonng sustainable profitability and recovering
balance sheet metrics consistent with investment grade,

. Alternative performance measures as outlined on the inside cover.
. These figures are reported on a 52-week basis.

. These figures are reported on a 53-week basis.

£699.2m """

18/19
19/20
20/21
21/22

5808
2057
2964
699.2

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

«

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

Goin Tonge, Chitk Financial Officer

FINANCIAL SUMMARY

Change vs Change vs
52 weeks ended 2 Apr 22 27 Mar 21' 28 Mar 20 20/21 % 1920 %
Group statutory revenue . loss51 _ 89615 10,181.9 21.5 6.9
Group sales before adjusting items ] 10,209.0 8,972.7 10,1819 216 71
UK Food B - " 58396 59948 5028z 108 101
UK Clothing & Home S 33322 20986 32091 516 38
mernational _ _  _  C 0 %32 7793 946 03 08
Group operating profit/(loss) before adjusting items " 7090 209.7 5907 2381 200
UKFood  — — omis 238 2367 301 174,
UK Clothing & Home B Y (294 2239 ofa 477
International B 736 451 Ny 63.2 -335
M&S Bank and Services _ o - R - 1\ A | 16.8 5500 -226
Share of result in associates and joint ventures 139 784 26 -823 4346
Interest payable on lease liabilities (115.6} (122.5) (133.9) -56 -133
Net financialinterest (705} {456) (54.2) 546 301
Profit before tax & adjusting items . 5229 41.6 403.1 1,157.0 29.7
Adjusting iterns _ (131.2) (242.8) (3359) -460 -609
Profit/(loss) before tax 391.7 (201.2) 67.2 nfa 4829
Profit/{loss) after tax 309.0 {194.4) 274 nfa 1,027.7
Basic earhr{ngs/(loss) per share . mr_1_5_7;_4 ©8)p 13p nfa 11077
Adjusted basic earnings/(loss) per share 217p 11p 167D 18727 299
Dividend per share - - 39p n/a n/a
Net debt £2.70bn £3.52bn £3.95hn ~23.3 -31.6

1 2020/21 was a 53-week yoar and comparative perads are on a 57-week has & To aro understanding we nave presented the unaud ted 52 weeks 15 27 Maren 2071, Mowever net dedtis
gven onab3-week basis

Nates;

Thore are a nLmeer or nos SAAP ~casures and glrer~ative profit measure: CPARPMS S discussea within this asnouncemert and 3 glossary and recancliznon bo statutory measuras1®

prowvided at the ena of th s report Adjusted results are consistent with how basiness performance s measared internally and presented to ad comparabiiity of gerformance Refer to

the adjusting items tan'e below for further details

Civen the excent onal matare or financ.alres s 'att year zue tat 2 impact of Covad S cormparatives withe thi, Financial Review are grven agans: 2019727 aniess atherwize states

M The carrent period, we have 'ntroduced a new APM sales’ Al references Lo sales throughout th s document are siabutory "evenue plus the gross value of consignment sales
excluding VAT Where third-party brandad gooas are sad on a cansignmont bass, ony the commussion recevable snawged nstaturary revenue This new measure has been
mrroduced given the Croup's Focus onlaanching and grow ng turd-garky oranas and 15 Consistent with naw the business perrormance s reported and assessed Dy the 3oard and the
Cxecutive Committee
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GROUP RESULTS

Group sales before adjusting iterms was £10,909.0m. Sales
increased 7.1% versys 2019/20, driven by Food sales up 10 1%,
Clothing & Home sales up 3.8% and International sales down C.8%.
Statutory revenue in the period was £10,885.1m, an increase of
6.9% versus 2019/20 The Croup generated an adjusted

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

of £391.7m,

UK business rates relief of £58.8m (2020/21: £172.2m) helped tc
compensate for the continuing loss of trade from lower footfall
to Clothing & Home stores in the UK, and in the Food hospitality
business which was closed until mud-May 2021 and continues to
trade well below 2019/20 levels.

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

For full details on adjusting iterns and the Croup's related policy,
sce notes 1 and 5 to the Ninancial statements.

UK: FOOD

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

Change vs 19/20 % [el] Q2 Q3 Q4 FY
Focd o4 115 124 70 101
Food ex franchise

and hospitality 170 168 164 26 14.7

M&S Food reportied sales do not benefit from a direct cnline
grocery presence, with these sales instead reported through
Ocado Retail.

Change vs

52 weeks ended 2 Apr 22 27 Mar 21 28 Mar 20 19/20 %

Footfall, m (average/weck) 10.1 80 11.8 -14.4

Transactions, m

(average/week) 80 56 93 -140

Basket value inc VAT (f) 159 206 12.6 26.2

Total sales ex VAT £m' 6,639.6 5,994.8 6,028.2 10.1

1 Includes M&S com

Footfall in the period, while recovering, remaimed below 2019720,
with a similar Lrend for the number of transactions. Revenue was
driven by increased basket value as customers used M&S for
more of their everyday shop. However, basket size has declined
compared to 2020/21 driven by the gradual recovery of our
hospitality and focd-on-the-move businesses, which typically
have smaller baskets, as well as a reduction in “core” basket size
through the year as Covid tailwinds reduced. Although customer
behaviour started to normalise in Q4, metrics remained ahead of
2019/20 levels.

2 Apr 22 27 Mar 21 28 Mar 20 Change vs
52 weeks ended &m £m £m 19/20 %

Sales’ 66390 59948 60282 i1
Operating profit before

adjusting items 2778 2136 2367 174
Operating margin 42% 3.6% 39% 30bps

1 ‘Sales’is equaltorevenue within the Food business
The Food business intolal generated operating profit before
adjusting itemns of £277.8m compared with £236.7m in 2015/20

The table below sets out the drivers of the movernent in Food
operating profit margin before adjusting items over two years.

Operating profit margin before adjusting items %
2019/20 39
Cross margin 02
Storestaffing o 1A
Distribution and warehousing A
Central costs (08)
2021722 4,2

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

— Store staffing costs decreased c140bps, primarily driven
by retail restructuring efficiencies enabled by technology
improvements in store and ongoing initiatives, partly offset by
investment in colleague pay rates and Covid-related costs
such as door hosts.

- The c40bps decrease in other store costs relstes 1o
government business rates relief of £24.6m and lower
depreciation charges as logacy store modernisations come to
the end of their useful economic lives, partly offset by an
increase in maintenance and store standards spend.

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

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

FINANCIAL REVIEW
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OCADO RETAIL LTD

UK: CLOTHING & HOME

The Croup holds a 50% interest in Ocado Retail Ltd {'Ocado
Retail™). The remaining 50% interest is held by Ocado Croup

ple ("Ocado Group”) Full Year Results are consistent with the
quarterly results reported by Ocade Group on behalf of Ocado
Retail for the quarterly periods ended 30 May 2027, 29 August
2021, 28 Novermber 2021 and 27 February 2022.

All commentary in this section is against 2020/21 comparatives,
as the acguisition af the investrment in Ocado Retail Lid by M&S
was made part-way through 201920

ol Q2 a3 Qa4
Revenue growth vs
2020721 (%) o 84 -106
e\cuvecustomers (k) ]” ?69 832
A;erage orders per weck (k) - 355 B _““53-3_“ ﬁg‘;gm_méﬁmf

Notes Retal revenue comprises revenues from Gcado com and Ocada Zoom and
excludes raveriucs frart Fotch i current and grior peruds Average orders per week
refarstorosults of Ocaduco

Revenue declined 4.4% compared to 2020/21 (-3.0% excluding
Fetch) as trade annualised against sales growth during three

Clothing & Home sales increased 3.8% as the continued growth
of the online business offsel the decline in store sales due to
lower Faotfall The online business remained robust throughout
the period.

Change v$ 19/20 % ar Qz a3 Qq FY
Clothing & Home

Clo ng & Horne

storessales 212 43 -109 Az
Clothing & Home

online sales 59.2 623 50.8 52 556
Clothing & Home

statulery revenue 46 1.4 24 160 31

Comparative figures in Q4 are impacted by the first Covid
national lockdown, which we estimaled had a £78m adverse
impact on sales al the time, predominantly in stores, Adjusting
for this, Clothing & Home sales increased ¢.38% in Q4 and ¢.1.4%
for the full year

national lockdowns in 2020 and towards the end of B} was Online

impacted by the fire at the Erith CFC on 16 July. These impacts Change vs

were partly of fset by the ongoing capacity roll-out in the period 52 weeks ended 2 Apr 22 27 Mar 21 2B Mar 20 13/20 %

ME&S products continue to account for over 25% of the average Traffic {my 4057 4175 3088 314

Qcado basket. Active customers(m) 90 49g 59 52%
52 weeks 52 weeks CONVErsion )’ e 0. .72 . .53 +0bps
;:ﬁf:;; 2:::;3 Average order value int VAT

£m 2022 2071 Change%  prereturns(®)  5b4 497 BI5 76

Revenue 22488 23532  -A4  Returnsrale (%) 258 185 280-220bps

e o Sales ex VAT £m 1,227 1,097 7213 55.6

EBITDA before exceptional items 1048 1899 -44 8 v Traffic the momber of site wivts b M&S comand the apn

T T T T T T T 2 ACTie Lustomers the nurnbor of urque custome”s who have made & purthase in the

Exceptionaliterns (14 4) 505  -1285 prIGr Y weaks

D_e'preciation and amortisation HM(ZTB_)M_E%E 2) -?47 3 Cwoiversian the number of arders as a % of the nurmber af ste vists

" n - Following growth in 2020/21, online sales remained robust,

Operating profit 491 2042 ~76.0 - ’ | ’

wperating pro’t with growth on both a one and two-year basis for the full year,

e et e et e RS PIL2 @lOVEtEd COMparatives in Q4 2020721 from the third

Profit after tax 278 i56 8 -82.3 national tockdown. Gnline traffic through the app was up over

M&S 50% share of profit after tax 13.9 78.4 -82.3 200% on 20920 following the relaunch of Sparks in July 2020,

Ocado Reral Lid)s reported as an assnc.ate of MBS as certain ngh's are conferred
faran 1 ta.cencdof ot east iive years fror acqusitic -~
onsoitatinn of Dcado Retaill td by Ocaao Group ' ¢ will cantinue
Foratieast five years fro~ toe formaron 2f fne 1o et venture, atter woien t s annic nated
that coritrol aof the joint wentuse will pass [ M&S fodowng wron L will consolidate *he
Loryenbure xeeptt sl iborne are datireed sl P b 0o Tt i Avval Hepiors
and Accounty 7021

COcado Retaill EBITDA before exceptional items was down 44 8%,

reflecting the normalisation of basket size and shape of weck as
well as an increasing higher percentage of immature capacity as
we open new CFCs,

In addiuon, Gcado Retall has recogrused £14.4m of net
exceptional costs before tax, includimg £6.8m exceptiarial
casts relating to the fire at Erith CFC and £6.2m relating to the
developrment and introduction of 1T systems as we transition
away from Qcado Croup IT services, tools and support
Exceptional iterns in the prior period relate primarily to the
Andover fire insurance receipts

As a result of lower EBITDA and net exceptional cosis,
Croup share of Qcado Retail profit after tax was £139m
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which has helped to drive the increase in active customers.
Increased app usage has driven better conversion and,
encouragingly, app converswon for the full year remains
consistent with H1 at over 9%

As anticipated, as customer habits reverted to pre-pandemic
trends, returns rates have normalised towards 2019/20 levels
through Lhe year. Average order value ("AOV™) was ahead of
2019720 levels driven by a full-price trading stance which
increased average seling price [PASPT), along with the benefil
of third-party brands.



Stores

Change vs
52 weeks endeq 2 Apr 22 27 Mar 21 28 Mar 20 19/20 %
Footfall, m (averagefweek) 40 1% 539 322
Transactions, m
(average/week)

Average basket value rncm
VAT pre returns (£)

323 80

349 306

Sales ex VAT £m 2,209.5 1,088.9 24878

UK Clothing & Home store sales decreased 11.2%: Average weekly
footfall was below 2019/20 levels in the period, with the business
continuing te be adverscly impacted by the shapc of the store
estate Excluding March, sales in high streets and city centres
were down 22% and 26% rospectively, white sales in retail parks
were up ¢ 1% on 2019/20 lovels.

Total Clothing & Home

The Clothing & Home business in total gencraled an operating

profit before adjusting ilers of £330.7m compared with £2239m
in 2016/20.

-11.2

2 Apr 22 27 Mar 21 28 Mar 20 Change vs

- Theincrease in central costs of ¢.100bps was driven
by investments in technology, data and digital initiatives,
colleague incentives, additional costs lu support brands, and
higher pay-per-click marketing activity to drive online growth.
This was partly offset by a reduction in the depreciation of
technology assets as they reach the end of their useful lives.
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Ciolhing & Home online generated an adjusled operating profit
margin of c9%, with the reversion towards 2019/20 returns

rates reducing margin year-on-ycar as anticipated, as well as
investments in data and digital initiatives to drive future growth.
The adjusled operating profit in stores represented a margin on
sales of ¢.10%, or approximately 9% after excluding the benefit of
rates rclief.

INTERNATIONAL

International sales increased 1.7% al constant currency (*CC™)
despite the continued impact of Covid on Asian markets, in
particular in India during Q1, and the disruption and complexity
arising from new EU border processes in Food supply chains,
predominantly in France and the Republic of Ireland. There was
solid growth in the Middle East and online sales continued to
grow on both a one- and two-year constant currency basss, with

52 weeks ended £m £m fm 120%  5th our own websites and marketplaces driving growlh of
Revenue before 125 5% as we retained customers acquired during the lockdowns
adjustingitems 33083 21986 32091 3! in2020/2).
Change vs FY

Sales 3,3322 21986 3,2091 38 19/20 % e X~ Q2 CC Q3 CC Q4 cC FY CC Reported
Operating profit/{loss) Total sales -6.1 -0.3 51 79 1.7 -0.8
before adjuSting items 3307 (129.4) 2239 471.7

| : 0, _ 2 % Change vs
Operating margin 99% 0. 9% 70% 230 bps 52 weeks ended 2 Apr 22 27 Mar 21 28 Mar 20 Change vs 19/20 CC
The table below sets oul the drivers of the movement in Clothing  Sates' £m £m £m 1920 % %
& Home operating profit before adjusting ilems over two years. Clothing & Home 6542 4832 6207 54 9.1
Operating profit margin before adjusting items % Food 2830 2961 3239 126 -12.]
2019/20 7 70 Tetal : 9372 7793 9446 -0.8 1.7
Gross margin 15 Memo: Online sales 172.5 165.7 772 1234 1255
Store Staffihg - h 56 1 ‘SaLe-s'ns equal ta revenue within the international business,

Other store cosrs 15 Clgthmg & Home sales rgcover_ed to above 2019/20 levels,
R - driven by robust growth in online sales and exceptionally strong
Distributicn and warehousing (7)  shipments to the Middle East. India was heavily impacted in G by
Central costs (10} Covid (c-61% vs 2019/20) and again in Q4 {¢-3% excluding March
2021/22 g9 vs2019/20), but overall retail sales in the market grew 6%. Trading

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

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

- The decrcase in other store costs of c.150bps largely relates Lo
government business rates relief of £35.2m, with lower
depreciation charges relating to legacy store modernisations
offset by increased maintenance costs in the store estate and
reducedrates rebates

- Distribution and warehousing increased c170bps, largely
relating to the higher costs to serve online demand, including
an increased proportion of home deliveries, as well as
increased pay rates, haulage incentives and fuetinflation.

Note the higher courier costs of home deliveries were offset

by delivery income, which is reported within sates. These overall
higher costs were partly offscl by savings from lower volurmes
and cost-reduction programmes.

in the rest of Asia remained challenging. We saw a similar shape
of trade in European owned markets, with Clothing & Home
performance in the Republic of Ireland performing robustly.

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

Operating profit before adjusting items was down 33.5%, driven
principally by the additional costs of new EU border processes
and tariffs of £29.6m, and associated trade impacts such as lower
availability and higher waste, which we estimate reduced gross
profit by a further c.£15m.

Annual Report & MNinancial Staterments 2022 39



STRATEGIC REPORT

FINANCIAL REVIEW
CONTINUED

The table below sets out the drivers of the movement in
International operaling profit margin before adjusting items
Over Lwo years,

NET FINANCE COST

2 Apr 22 27 Mar 21 28 Mar 20 Change vs
£|

£2 weeks ended m £m £m  19/20 £Em
Operating profit margin before adjusting itemns % Interestpayable ~—  (851) (899) (805  (46)
Z,DLBIEO Lmterest in‘cgme o 95 47 . ]4,5“ ‘_(‘4‘91)
Net interest payable ~ (75.5) [85.2) |
Pension net financeincorne 132 472 236
Unwind of discount on
Scottish Limited
o _Partr\edrshflzuablmy 4.4) “9) ©9) 25
Unwind of discount on
2021/22 provisions G  @n @S 1
~ Gross margin declined c10bps primarily as a result of Net financial interest (70.5)'” '(45.'5) (542) {16.3)

additional tariffs and waste due to incfficiencies from EU
border-related processes for serving the Republic of Ireland.
This was partly offset by growth of the online business,

- Store staffing costs decrcased ¢.100bps primarily as a result
of efficiernicy savings from retail restructuring in the Republic
of relanad.

— The c100bps movement in other store costs largely relates
Lo government relief in owned markeis and rent concessions
in India, which resulted in one-off savings in the period.

- Distribution and warehousing increased ¢.300bps, reflecting
higher operational and administrative costs associaled with EU
border-related processes, as well as higher costs to serve
online demand

- Central costs increased ¢ 270bps, driven by higher marketing
spend associated with the growth of the online channel and
colleague incentives.

M&S BANK AND SERVICES

M&S Bank and Services profit before adjusting items was down
£3.8m to £13.0m. Adjusting items charges of £16.0m have been
incurred relating primarily Lo the insurance mis-selling provision,
resulting in a statutory loss of £(3.0)m

Lower demand for unsecured credit and travel money is the
primary driver for the lower profits. This was largely offset by
the release of bad debt provisions, as cconomic conditions
proved more favourable than anticipated.

43 Marks and Spencer Group plc

Net interest payabléw(;.n
\ease Uiabilities

L156) (1225 (33.4) 178

H&nfinahcé costs' befon;;" o

adjustingitems  (1861) (1681} (1876) 1.5
Adjusting items included in

5@_ L)) - 5.6

(1805) (1749} (1876) 7.

Net finance costs before adjusting items decreased £15m Lo
£186 Im. Lower pension income due to the reduced IAS 19
pension surplus compared with 2019/20 and the reversal of
ineffectiveness on a currency swap within interesl income in
2019/20 offset a reduction in the nel interest payable on
lease liabilities.

Net finance costs

GROUP PROFIT BEFORE TAX AND ADJUSTING ITEMS

Croup profit before tax and adjusting iterms was £522.9m,

up 29 7% an 2019/20 The profit increase was driven by adjusted
operating profit growth in Clothing & Home and Food and the
additional profil from the Ocado joint venture, offset by a
reduction in International and M&S Bank operating profits

GROUP PROFIT BEFORE TAX

Croup profit before tax was £391.7m, up £3245m on
2019/20. This includes net charges for adjusting items of
£131.2m (2019/20° £335.9m).



ADJUSTING ITEMS

The Croup makes cerlain adjustments to stalutory profit
measures in arder to derve alternative performance rmeasures
(APMs) that provide stakehelders with additional helpful
informaticn and to aid comparability of the performance of
the business. For further detail on these charges/gains and the

Incurred in
Incurred up to 52 weeks ended
1 Apr 71 2 Apr22
£m £m
PAL Cash P&L Cash

PPE and ROU

assef impairments (452.2) n/a 810y n/a

Group's policy for adjusting Hems, please sec notes 1 and 5 to Accelerated depreciation (175.3) n  (507) n/a
the financial statements i
Closed store rent, rates
52 weeks 53 weeks 52 weeks and onerous leases net
ended ended ended  Change of subtet income (23.1) (26.1) (16.4}
2APr22 3 Apr21 28 Mar20  vs 19/20 e o e e e S D
£m £m £m £m Redundancy 59 (70) (2.4)
Strategic programmes - Profit/(loss) or cash
9] I {12 | (293) (1327} proceeds/(outflows)
Strategic pmgramr&{g _ T andisposalfsurrender @m{}) 114 _““(3 7) (3.2)
UK logistics A 22) (102) 321 Closure costs, strips,
Strategic programmes — ditapidations 103 {39.7) @0 (1O
Organisation 143 (1337)  (138) 281  Other G Lo 3 @4
Strategic programmes — Total (657.6) (70.4) (161.4) (30.2)

Internaticnal store closures,
impairments and other 04 (3.6) (12.1) 175

Store impairments,
impairment reversals and

other property charges 600 69 (78._?__) 1385
Amortisation and fair

vatue adjustments arising

from the investment in

Ocado Retail Limited (14.2) (16.8)

Directly attributable to Covid 908 (163.6)

M&S Bank charges incurred
in relation to insurance

mis-selling provisions (160} 2.4) (126) (34)

Franchise restructure (41.3) — - (41.3)
Intangible asset impairments - {799) (13.4) 13.4
Sparks loyalty

programme transition -

Establishing the irwestm-gﬁ.t
in Ocado Retail Limited - (1.7} (1.2 12

Remeasurement of
contingenl consideration
inctuding discount unwind 586 (6.8) (29) 85

Other - (10y 235 (235
Adjusting items (131.2) (259.7) (335.9) 2047
Adjusting iterns net charges incurred in the period were £131.2m.

(168) - -

UK store estate

A charge of £161.4m has been recognised in relation to store
closures identified as part of UK store estate rotation plans.

The charge reflects a revised view of latest store exits and
underlying assurngtions around estimated store closure costs,
as well as charges relating to the impairment of buildings and
fixtures and fittings, and depreciation as a result of shortening
the useful economic Life of stores. Further charges relating to
the closure and rotation of Lhe UK store estate are anticipated
as the programme progresses, with total future charges of

up to c£200m over the next ninc financial vears, bringing
anticipated total programme costs since 2016 to c.£1bn. The
anticipated tolal programme cosls do not include any costs
that may arise in relation to a further ¢ 30 stores currently under
consideration for closure within the next nine years. AL this stage
these c.30 stores remain commercially supportable and in the
event of a decision to close the store the oxit routes are not

yet certain.

1 Cashoutflows neluderrent resorled wirin casn lease payments inthe cash Fow,
and preceeds on disposalfzuntender, which.s not ofl agaims1 cacexan the cash flow
Therefare, these carh outflows: do not tieto JK s ore estate cash ad usting items

Other adjusting items

Anet credit of £219rm has been recognised in the period relating

to UK logistics, reflecling in large part & gain on the disposal of

distribution centres.

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

In response to the strong Group perfermance and Lifting of
government restriclions, a credit of £63.4m has been incurred for
the reversal of store iImpairments recognised in adjusting items in
previaus periods, partly offset by a £3.4rm charge primarily
reiating to the impairment of assets in cartain stores.

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

and business disruption in Ukraine.

A charge of £32.5m has been recognised with respect to the
amortisation of intangible assets acquired on the purchase of our
share in Ocado Retail and related deferred tax charges of £149m
predominantly relating to the substantive enactment of the
Finance Act 2021 during the period, which will increase the UK's
main corporalion tax rate from 19% tc 25% from 1 April 2023.

A gain of £17.8m has been recognised as being directly
attributable 1o the Covid pandemic. This relates mostly to Lthe
release of the rernaining inventory provision made in adjusting
items in 2019/20, driven by the seli-through of Clothing & Heme
stock being greater than anticipated.

Charges of £16.0m have been incurred relating to M&S Bank,
primarily due to the insurance mis-selling provision. The total
charges recognised in adjusting items since September 2012
far PPlis £326 3m, which exceeds the total offset against profit
share of £259.0m to date; this deficit will be deducted from
the Croup's share of future profits from M&S Bank.
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TAXATION

The effective Lax rate on profit before adjusting items was 18.2%

(20719/20: 20.7%, 2020/21. 50.3% on a 53-week tasis) As part of
cash-optimisation measures, no payments were made to the
Marks and Spencer Scottish Limited Partnership ("SLP™ during
the year As such, there has been ne recapture of previous tax
relief, resulting in a lower cffective 1ax rate than prior years,

As well as there being no recapture of provious tax relief
under the SLP structure in the period, fulure changes to the
UK statutory corporation tax rate result in deferred tax asscts
being recognised at the higher substantively cnacted rate of
25%. Restating these deferred tax assets from a rate of 19% to
25% resulls in a tax credit in the period, reducing the effective
taxrale.

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

Next year, we anticipate an offoctive tax rate on profit before
adjusting items higher than the UK corporation tax rate of
19%, principaily due to the recaplure of provious tax reliefl as
paymenis to the SLP resume.

EARNINGS/LOSS PER SHARE

Basic earnings per sharc was 15.7p (2019/20: 1.3p; 2020/21:
loss of 10.1p on a 53-waek basis), due to the increase in
profit year-on-year. Tha weighted average number of shares
it issuc during the period was 1,958.1m (2016/20" 1,884 9m ;
2020/21: 1,953 5m)

Adjusted basic carnings per share was 21.7p (2019/20; 16.7p;
2020/21: 1.4p on a 53-week basis) due to higher adjusted profil
year-on-year.
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CASH FLOW
52 weeks 53 weeks 52 weeks
ended ended ended  Change
2 Apr22 3 Apr21 28 Mar 20 vs 19/20
£m £m £m £m

Adjusted operating profit
Depreciation and
amartisation hefore

7030 2222 5907 N&3

adjustingitems ~ BID7 6031 6325 (1218}
Cashleascpayments  (3443) (3166) (3357)  (86)
Workingcaptal 2397 2681 (678) 3075
Defined benefit scheme

pensionfunding 0 (388) 7L (379)

Capexandchsposals  (2135)  (2038) (325

Financial interest _em |

Taxalion e B G0 DU 2/ U ¢
Acguisitions, investmoents

snddwestments (414

Employee-related

share transactions 3918 97 294

Procecds from righ{’.“S-i“S-S\-_-J-é
Share of (profit)/loss
from associate

Cash received from
settlement of derivatives -

L L)

U39 (84 @6 013

B2 S %))

Adjusting items outflow (e1.8) (1205) (88.0) 26.2
Free cash flow 699.2 2964 2057 4935
Free 'éash i;low after

6846

6;ening net debt
excluding lease liabilities

(1,010.0) (1,388.6) (1,404.7) 2947

Free cash flow after

shareholderreturns 5992 2964 146 6846
Exchange and other

non-cash movements

excluding leases @3y a8 15 (08

Closing net debt

excluding lease liabilities _(420.1} (1,110.0) (1,388.6) 9685

" (3,515.9) (3,9506) (3,981.5) 46556

Opening net debt
Free cash flow after

sharcholder returns 6399.2 296.4 1486 65846
Decrease in
lease obligatians 2160 1843 2014 146

New lease commitments

non-cash movernents

25 23 190 (18D

Closing net debt " (2,698.8) (3,515.9) (3,950.6) 12518




The business generated free cash flow of £699.2m, largely drivert
by the recovery in EBITDA, working capital inflow and reduced
cash tax and capital expenditurc.

Cash lease payments increased £8 6m partly as a resull of rental
payments which were deferred from last year into this year as
part of cash conservation measures enacted at the slart of the
pandemic. Cash tease payments relating to stores identified as
part of the UK store eslate strategic programme which are
probable for closure totalled £54.8m.

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

Defined benefit scheme pension funding of £36.8m reflects
the SLP interest distribution to the pension scheme.

For capex and dispasals, refer 16 the section below.

The reduction in tax payments of £83.9m is due to no UK
corporation tax being paid in the period. This is driven by the
ulilisation of carried-forward tax losses from 2020/21.

Acquisitions, investments and divestments were driven
principatly by the payment of £33.8m of contingent consideration
relating to the investrment in Ocado Retail Ltd in the period The
final conlingent payment for Ocado Retall Ltd of c £156m plus
interest will be paid in financial year 2024/25 if a specified target
level of carnings in the financial year ending November 2023 is
achieved. Based on the latest five-year plan of Ocado Retail Ltd,
the performance target is expected 1o be met.

Other acquisitions and investments in the peried include the
strategic investment in the fast-growing brand platform “The
Sports EdiU, & minority stake and funding for “Nobody's Child”
and a cornerstone investment in True Capital Limited's seod-
stage fund These investments were of fset by income from the
disposal of a property investment company

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

Adjusting items cash outflow was £61.8m. This included £16.5m
relating to the UK stare estale strategy, £16.0m relating to

the M&S Bank insurance mis-sclling provisicns, £15.9m of
crganisational restructuring costs largely relating Lo the Republic
of Ireland, £9.4m largely relaling to the restructuring of our
French operations, and £3.7m for the restructuring of the

UK Clothing & Home legistics network

WORKING CAPITAL

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

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

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

Stock increased slightly over the period, driven primarily by
inventory build in the Food business as we appreached the end
of March, as well as the timing of Clothing & Home inlake over
year-end.

As part of our focus on deeper, strategic supplier relationships,
we are improving supplicr payment terms in both Clothing &
Home and Food. In Clothing & Home, we anticipate the berefits
of longer supplier terms within thesc results to partially reverse
in the coming year,

CAPITAL EXPENDITURE

52 weeks 53 weeks 52 weeks

ended ended ended  Change

2Apr22 3 Apr21 28 Mar 20 s 19/20

£m £m £m £m

UK store remodelling 5011 270 603 (10.2)

New UK stores 499 149 333 16.6

International 18.2 67 157 25

Supply chain 286 252 392 {106)

IT and M&S com 682 4726 811 (129

Property asset replacement 85.2 19.2 1024 (172)

Acquisition of Jaeger brand - 63 - -
Capital expenditure )

before property
acquisitions and disposals 300.2 1469 3320 (31.8)

Property acquisitions

and disposals (43.9; {03) 2.7) (41.2)

Capital expenditure 2563 1466 32903  (73.0)
Movernent in capital accruals — (428) 572 (34)  (394)
Capex and disposals as

per cashflow 2135 203.8 3259 (112.4)

Group capital expenditure before disposals decreased £31.8mto
£300.2m compared to 2019/20; however, it was up on 2020/21 as
we increased investment in the transformation.

UK slore remodelling costs related principally to 22 full Line and
food renewal stores, some of which have not yel cpened, as well
as upgrades to Clothing & Home space.

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

Supply chain expenditure reflects the expansicn of our Bradford
warehouse to support online growth in Clothing & Home, Food
equipment purchases, and investment in our Milton Keynes Food
depoct to support capacity increases.

[T and M&S.com spend includes costs relaled to technology
replacement and upgrades in stores, the developrent of the
Food ordering and allocation system and buying portals, website
development and ongoing investrmentl in digital capability in the
support centre and stores.

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

Property acquisitions and disposals primarily relates te cash
inflows from the disposal of two warehouses in the third gquarter

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

NET DEBT

Group net debt decreased by £1 25bn compared te 2019/20,
driven by free cash flow generation, and by £0.8bn since the start
of the year.

There was a further reduction in the value of discounted lease
obligations outstanding since the start of the year. New lease
commitments and remeasurements in the period were £1006m,
largely relating to 20 new UK leases, lease additions in India and
UK property and logistics liability remeasurements This was
more than offset by £216.0m of capilal lcase repayments.
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The composition of Croup net debl is as follows.

52 weeks 53 weeks 52 weeks
ended ended ended

2 Apr 22 3 Apr 21 28 Mar 20  ws 1920
— . Efm &m Em &M
Cash and cash equivalents 11979 674.4 254.2 9437
Medium Term Notes  (1.5295) (1.6821) (15362 67
Current financial assets
and other o 994 832 96.1 33
Partnership liability to the
UK DB pension fund (1879) (1855) (202.7) 14.8

Net debt excluding

As part of our approach to liability management we have
announced a tender offer for ¢.£150m of our near-term
debt maturitics.

DIVIDEND

We did not pay a dividend for 2020/21, and the Board has decided
not to pay a dividend this year.

This is consistent with the announcement at the half-year results
that payment of a dividend this financial year would be unlikely
as we focus on restoning sustainable profitability and recovering
balance sheet metrics consistent with investment grade

PENSION

lease Liabilities (420.1) (1,10.0) (1,388.6) 968.5
Lease liabiliies  (22787) (24059) (25620) 2833
- Full-line stores (9195 (9826) (10548) 1353
-Simply Food stores  (7128)  (7270) (7477) 349
- Offices, warehouses

and other @495) (4948) (5237) 742
- international (i969) (2018) (2358) 389

{2,698.8) (3,515.9) (3,950.6) 1,251.8

Full-ine stare Labilities include £225 3m relating to stares
identified as part of the UK store estate strategic programme.
We are seeking to fund the closure costs of rolation of the
store estate with the realisation of funds from our asset
management prograrme

Of the remaining full-line stores lease liability, the average
liability-weighted tease length is €25 yoars, alithough the average
lease term to break is shorter at ¢19 yvears However, these
average lease lengths are skewed by five particularly long leases
we hold, with the longest of these having 135 years remaining.
These five leases, with a combined (ease Uabiity of ¢ £100m,

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

Sirmply Food store liabilities includie £30.9m relating to stores
identilied as part of the UK store ¢state strategic programme.
Of the rematining lease liabtlity, the average lease length to break
1s .10 years.

Within offices, warehouses and other, £144 9 relates to the
sublet lease on our Merchant Square offices. Average lease
length of all other offices and warehouses to break 15 .7 years

internaticnal leases relate primarily to India (c.£85m} and Ireland
(c.£66rm} Average lease length to break in India is close tonil, as
rmost of these leases are past the break point, and so we have
the flexibility to exit these at any time on several months' notice.
Average lease length to treakin Ireland is c 10 years.

LIQUIDITY

At 2 April 2022, the Croup held cash balances of £1,1979m
(2019720 £254 2m). In addition, during the year the Group agreed
a new £850m revolving cradit facility expiring in June 2025 on
terms linked to delivery of its net zero roadmap Wilh the faclity
undrawn, the Group now has bguidity headroom of £21bn. This
liquidity position is as a result of free cash flow performance.
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AL 2 April 2022, the IAS 19 net retirement benefil surplus was
£1,038.2m (2020/21: £631.4m). The increase was largely driven
by an increase In discount rates towards {he end of the period

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

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

to work constructively with the Trustees of the UK DB Pension
Scherme with regard to agreemng the triennial acluanal valuaton
of the scheme as at 31 March 2021, Conscauently, the results of
the valuation are not yet finalised, although it is likely that there
will continue to be a surplus,

With the pensioner buy-in policies purchased in Seplember 2020,
April 2019 and March 2018, the scheme has now, in total, insured
around 80% of the ponsioner cash flow Uabilities (or pernsions in
payment. The buy-in policies cover speaific pensioner liabilities
and pass all risks to an insurer in exchange for a fixed premium
payment, thus reducing the Croup's exposure to changes in
longevity, interest rates, inflation and other factors.

STATEMENT OF FINANCIAL POSITION

Net assels were £2,917.9m at the poriod end, an increase
of 27.7% since the start of the year largely due to free
cash generation

Eoin Tonge, Chief Financial Officer

Important Netice:

Staternents made in this announcement tnat ok forward in urne o that express
rmanagemaeant’s pele’s exppctanions or estimates regarding future octurrences and
praspects are Forward-locking staterments” within the nearing of tne United States
federa secucties laws These “orward-looking starementsref.ect Mares % Soencer's
current expeztation: concarang © ture events and actugl results may differ matenaiy
from current expertations of tslonica, results Any forward-looking statemen s arg
subject to vanous rsks and uncertamties noludng. bat not Lmeted to faudure by Marss &
Spencer to predict acc urately castomer oreferences, deciine in the demand for products
otfered by Marks & Spenrcer, comoettive Nfluences, cnanges nleveds of stere traffic or
consumer spend rg napit s effectiveness of Markz & Spencer : brand awareness a~a
rmarketing programrmes, gengral economid condit,ons Inciud ng, but not imited 1o
thare rested o the Cov 2-.2 pandemic o a downiur nthe cetaor irancal services
nausites, zots af war arterronsm wotldwide, wors stoppages, slowoowns or stnkes and
Fnanges 10 finane LT enquly ety o far b o iataor e aleanndg e ks o Manks
& Spencer’s busness, please conisult tne rek managament scction Af the 2022 Annua.
Repart (pages 45 to 24)

Tre forward-nokng staterments contained i thes docurment speak onty as of the date
of trisannguncement, andd Marks & Spencer does not undertake Lo update any forward-
lewang statemer: (o reflect events or cirogms=an ces after the dare heconaf or o reflest
thie gecureence of unanic.oated events



RISK MANAGEMENT

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

APPROACH TO RISK MANAGEMENT

Cur approach to risk management
remains simple and practical. The Audit
Committee, under delegated authority
from the Board, is accountable for
overseeing the effectivencss of our

risk management process, including
identification of the principal and
emerging risks facing M&S. To support the
Audit Committee in executing on this
responsibility, underlying processes are
in place which are fully aligned to the
M&S operating model, with cach business
and key function being responsible for
the ongoing tracking and management
ol risks. These processcs cornprise the
identification, assessment and effective
mitigation of core risks, as well as
rmonitoring for changes triggered by the
dynamic and, sametimes, unpredictable
environment in which we operate.

Cur risk management process 1s
underpinned by the Croup Risk
Management Policy which is subject
to periodic review to ensure it
remains appropriate for our business
needs and delivers against our
governance responsibilitics.

The key activities forming a part of
this process include.

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

identification, measurement and
reporting of risks against a consistently
applied criteria considering both the
likelihood of occurrence and potential
impact to the Group, with clear
ownarship sitting with relevant
members of the leadership tcam,

maintenance of detailed risk registers
and mitigation plans by each business
and function which are approved by
their leadership teams and the
appropriate Executive Committee
members, and are also incorperated
into related governance processes,
such as the Environmentat, Sccial

and Governance (ESC) or Group

Safety Committees,

proactive monitoring of emerging
risks where the full extent andg
imptications may not be fully
understood but need to be tracked,

swift action Lo evaluate changes

te the risk profile triggered by new

or unexpected events - such as the
rapid assessment of the business-wide
consequences of Russia's invasion

of Ukraine;

Continued assessment of risks

to reflect changes in the business
operating model, accountabilities and
reporting - for example, to incorporate
the changes in Irish operalions
post-Brexit or the reset of Plan A;

a formal half-yearly review of all risk
registers by the Group Risk team to
provide independent challenge and
support cross-business alignment;
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— direct reporting to the Audit
Committee by cach of cur business and
functional leadership teams on a rolling,
scheduled basis, flexed to respond te
changes or potential issues; and

- the compilation of an overarching
view of Group risks, combining
both top-down and bottom-up
perspeclives, which considers the
impact of changes in lhe external
environment, our strategy,
transformation programme, core
operations and our cngagement
with external parties.

The output from the albove process is
subyject to periodic review and challenge
with the executive direclors and,
subsequently, the principal risks and
uncertainties are submitted to the Audit
Committee ghead of final review and
approval by the Board.

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

The directors’ assessment of the long-
term viability of M&Sis also reviewed
annually, mindful of the principal risks
faced. The approach for assessing
long-term viabilily is set cut on page 55.
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RISK MANAGEMENT
CONTINUED

Rick management provess and govemance overview

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

Ongoing
communication
& feedback

. Setting risk appetite

. Risk identification & ownershio
- Risk assessment

- Risk response

Monitoring, reporting
& escalation

Internal reporting Parties involved External reporting
P

Consolidated Group-level risks

- Consolidation of significant nsks from underlying
rsKk registers

Top-down
- M&S Board
Audit Committee

— Overlay of Group level risks

- Executive Committee
Review and agreement of the principal risks by the

executve drrectors
- Review and approval by the Audit Committee

Croup Risk team

Principal risks

and uncertainties
Full disclosure of
Principal nsks far
external reporting

Business and functional risk registers

- Devetooment and ongomng mantenance of risk ragisters,
inciuding consideration of emerging risks, by 1he business

and functional leaderstup teams - Review and approval

by the Board and

- Rewiew and cnallenge of nsk content and gualily of Bottom-up Audit Committee

mitigation plans by the Group Risk team Group Risk team

- Review and cnallenge of nisks at leaaership ferums

Business and

functional
Current issues and areas of change leadership teams
- Moniloring emerging areas of cnange or 1ssues that Policy and
may pecome significant at a Oroup level process owners

£

Maintaining an effective fick framework
in camplying with the process and policy described above, some examples of how nsk management has

developed to remain relevant dunng the year include:

— afull refresh of our nsk appetite statements, led by the Executive Team with fuf( Board participation,
ta ensure atignment with business strategy and the ongoing transformation activities as well as the
core requirermnents of business operations;

~ refinement of the suite of underlying business and functionat risk registers to mirror changes in our
operating model, including the reset of Plan A and the need to manage clirmate-related risks and
opportynities;

- using our established crisis management response to immediately assess the risk consequences of
Russia’s invasion of Ukraine; and

- re-evaluating the tools that support the continued maturity and effectiveness of the established process
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OVERVIEW OF PRINCIPAL RISKS
AND UNCERTAINTIES

CGur principal risks and uncerlainties have been assessed in accordance with the melhodology outlined on the previous pages.
At an overarching level, three ongeing issues are having a pervasive impact on the risks being faced - the continuatly evolving nature
of Covid-19, the further consequences of the Russian invasion of Ukraine, and the cost of living crisis emerging in the communities in

which we operate

In previous disclosures we have explained how Covid-19 has had wide ranging conseguences on our suite of principal risks and
uncertainties and was not, therefore, presented as a single principal risk This has not changed. The seme approach has also been
used in relation to the Russian invasion of Ukraine and the cost of living ¢risis, with the consequences of both being captured in the

relevant principal risks rather than shown as stand alone itomis.

THE CONTINUED CONSEQUENCES
OF COVID-19

THE RUSSIAN INVASION
OF UKRAINE
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The business continues to manage the
ongoing consequences of Covid-19 and
while these have, and may continue to
evolve, they have become intrinsically
linked with other prevatenl cxternal
factors contributing to current
uncertainty in the envirenment in
which we operate. These include:

- labour shortages across transport,
distribution, manufacturing and
service industries,

~ threats to supplier resiience
and viability;

- centinued and changing lockdown
measures in a number of countries;

— economic velatility;
- evolving customer behaviours,

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

~ the threat of new variants.

Fach of these potential risks are
incorporated, as needed, in the suite
of principal risks

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

do so. In line with our eslablished ways
of working, the crisis management and
business continuity protocols were
invoked at the time of the invasion and
provided the structure and governance
for our response and risk mitigation
ptans including:

- pricritising the wellbeing and safety
of aur Ukrainian colleagues in-country
and those working elsewhere in
the business,

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

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

- protecting our krand and reputation;

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

- confirming our trade position in
Russia; and

— tracking the potential impact of
sanctions being introduced.

As explained elsewhere in this report,

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

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

- impact on our growth strategy for
franchise operations,

- ongoing relationship with FIBA,

- effect on key materiats and products
including sunflower oil, grains, natural
gas, fuel, fertiliser and nickel that could
impact the manufacture of products,
cost and availability,;

— additional pressure on supply
chains creating a shortage of labour
and the potential risk of human
rights exploitation;

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

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

- potentialimplications on cyber
security; and

- further global socio-political tensicns
and fragility.

Due to the evolving nature of the
invasion, there is a risk of further impact,
and the business will continue to assess
the implications.
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OVERVIEW OF PRINCIPAL RISKS
AND UNCERTAINTIES CONTINUED

THE COST OF LIVING CRISIS

The combined impact of Covid-19 and
the Russian invasion have, along with other
factaors, triggered a cost of living cnsis.

Rising energy prices, supply chain
difficulties, product shortages and labour
constraints are all contributing 1o
significant price inflalion, and associated
rises In interest rates. This is now placing
real pressure on household budgets both
in the UK and in other markets, and
impacting all aspects of people’s daily
lives — adding significant challenges to
the choices Lhey make, including where
and how they shop.

The impact on our business will be
dependent on a number of key
factors including:

~ the speed and scale of government aclion,

— our abilty to respond to the inflationary
pressures on both inputs and customer
pricing; and

~ the duration of the economic downturn,

KEY CHANGES TO DUR
RISK PROFILE

The above 1ssues, and changes in our
business in the past year, have resulted
in the following key changes to our
risk profile:

— Az the external environment grows
more turbulent our trading
performance risk is becoming
increasingly influenced by the
associated headwinds. As such this risk
has evolved from being prirmarily
internally focused to the challenges
of maintaining performance
improvement in a changing world.

- While our responsibitity and
commilment on safety has always
covered all M&S products, our principal
risk disclosure provided a specific focus
on food safely As we continue to
expand our range of products and
incorporale new acquisitions and
investments, often in non-food areas,
we have amended the risk to reflect
all product safety responsibilities.

- The principal risk associated wilh
the UK's exit from the European
Union {'EU") has been refined to focus
on how we continue to adapt to the
complexity of moving goods across
the EU borders.

- We have refined the social, ethical
and environmental risk to focus
explicitly on elimate change and
environmental responsibility.

This reflects the importance of
chimate-related issues and belter
aligns with the resel of Plan A, Other
business responsibilities continue

to be reflected within the corporate
compliance and responsibility risk.

— Our risk relating to technology and
digital capability had previously been
disclosed separalely This has now been
disaggregated and incorporated in
other principal risks including business
transformation, talent and capability
and information security,

—~ The positive cash generation over the
last two years (since the starl of the
pandemic) has resulted in the Uquidity
and funding risk being less prominent
than in recent years.

MONITORING OUR EMERCGCING RISKS

Our risks will continue to evolve as a
result of fulure evenis and, therefore, an
awareness of emerging risks is iImportant
in driving effective strategic planning. This
will allow us to monitor and understand
the potential implications and buitd these
into our decision-making processes at

the right time. Key emerging nisks include:

- the polential unknown and/or
unanticipated conseguences from the
Russian invasion of Ukraine, including
those covered on page 47; and

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

LINKING PRINCIPAL RISKS WITH OUR STRATEGIC PRIORITIES

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

CCARD
Mas FooDh transitioning to
high-performiing  strong capacity
business. growth post
and market pandemic
share growth reversion

CLOTHING & INTERNATIONAL
HOME on track  Building STORE bsorbing Brexit
for a mare ROTATION retated costs,
profitable pipeling driving but embryonic
model capable exit fram global strategy
of growth legacy stores encouraging

Trading performance in a challenging envirenment

«

Business transformation

N

Ocado Retail

Talent and capability

EU border challenges

Business continuity and resilience

J

Product safety

Information security

Corporate cornpliance and responsibility

Climate change and environmental responsibility

Liquidity and funding
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PRINCIPAL RISKS AND UNCERTAINTIES

RISK DESCRIPTION

1 An uncertain trading environment

Qur ability to deliver continued improvements in trading performance could be significantly affected by the

A individual or aggregate impact of an increasingly complex set of external faclors. The ongoing consequences of
the pandemic, geo-political and economic uncertainties (both national and internaticnal) and the resultant cost of
living crisis, are combining to generate difficult and unpredictable headwinds.

Context

- M&S operates in an increasingly competitive sector against
a backdrop of conlinuoad cost and pricing pressures,
rhanging consurmer behaviours and a broad range of
MArrOeCoNoMIC uncartan ibigs

- Over recent ronths the consequences of Covid 19 have
continued to ovolve and combine with other external macro
factors to contribute to widespread, ongoing uncertainty
across the communities in which we operate Continued
lockdown measures; labour shorlages across transport,
distribution, manufacturing and service industries; threats
Lo supplier resilience and wiability, ongoing changes to
customer behaviours; price inflation, including energy,

Lhe potential for further inlerest rate rises; iNCreases in
taxation, socio political tensions; and disruption to the
supply of natural, refined and manufactured resources,
have cormbined to create a challenging environment for our,
and all businesses, to operate wilhin.

- The cost of lving cnists will further influence cuslomer
behaviour and buying chaices which could iImpact our
performance and stratogic decisions as we respond o
Lhese changes.

- The potential consequences of the Russian invasion of
Ukraime further highlight the fragibty bnked to fugh-impact
‘shock” events. These include the long-term impact on our
franchise operatians in the region, and on <éy materials
and products inclyding sunflower o1, grains, natural gas,
fuel, fertiliser, mickel and microchips that could impact
manufacture, cast and avallability of products

- While the business has demonstrated continued resilience
in the face of this range of pressures, and remained relevant
to custorners throughout the period, continued turbulence
M the external environment could negatively impact
the business's ability to continue delivening an improved
tracing performance.

- Inaddition, the possibility of luture new vanants of Cowvid 19
combined with restrictive government interventions,
either In the UK or other cauntries, could negatively impact
future performance.

Operationat oversight by Executive Committee

RISK MOVEMENT

Mitigations

- Strong, varied and complementary senior leadership
tearn capanilities

- Planncd senior leadership continuity,

- An established operating model consisting of a family
of accountabie businesses who share M&S brand values,
support functions, technology and customer data.

- Aclear three-year plan constructed Lo remain relevant to
the cwrrent challenges.

— Improved budgeting processes, including detaied
sensitivity analysis to anticipate the potential impact of
external uncertainty.

Formal operaling reviews for all busimess and functional
Lleams to enable effective executive oversight and
governance of each busingss

— Effective business continuity and crisis managerment
processes Lo support business-wide response (0135068
as they arise

- Prioritised focus and discipline across Lhe business on coslL,
range, trusted value and avallanility.

- Effective and proactive working with cntical Lhird parties -

for example, a structured supclier engagement programme

to both anticipate and support management of escalaling
issues such as cost inflation

- Continued commitment to intiat ives that maintain and
supportmproved and sustaned customer engagement
ncluding the Sparks loyalty programme, broader digital
engagernent, personalisatian of offers and shop your way.

. No change A Newjevolving risk . Increased net risk exposure . Reduced net risk exposure
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STRATEGIC REPORT

PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK

on

o w

CESCRIPTION

Buginest transformation

A failure to successfully implement the suite of crilical transformation projects could impact medium- and
longer-term growth ambitions. While cach initiative is individually significant and has its own inherent nsks,
the aggregate impact of simullaneoustly detivering these challenging projects could also create further risks

ta successful implementation.

Context

While sigmificant change 1s ongoing across Lhe business,
the three crilical projects undarpinang owr transtormation
agenda comprise:

modernising of our supply chan and logstics activities to
imorove speed, operational effectiveness and avalability
and reduce costs;

- improving our Hnfrastructure and underlying systems
while also adopting new technologies and digital products
to suppart operational efficiency, improved data-dnven
decision-making, creation of a customer-centnic "ecosysteny,
increased porsonausation and the skuft to omm-channel; and

reshaping and modernismg our UK store ostate to be it

for the future, witn the nght-sized stores in the right spaces,
supporting omm channel growth and meeting the
cxpectations of cur custorners

The ability to balance cast effective programme execution
at pace and to debver on time, while also managing the
consequences of the external pressures discussed above,

15 Key to Improving operatianal efficency, competitiveness
and grawth Any signficant delays, (auure Lo achieve the
anticipated cutcomes, or excess implernentalion costs could
also impact delivery of the planned busmess benefits

Oncranional oversight by Executive Committee,
Property Committee

Ocads Ketail

Mitigations
- Clear prioriisation of the required transformation aclivities
as par! of our three year planning process

— Irubslives underpinned oy funcion specific strategic plans
ana leadership governance structures

- Dedicated strategy and transformation roles to support
focus, consistency and chalienge across our lamily
af businesses
Applcation of programme governance principles for ali
core prajects, with clear accountanilities and milestones
n place
Ongoing benefits tracking of initiatives 1n Line wath spend
targets and value cutcomes
Pariodic reporting on key busiess activites to the
Audt Commuttee.

A failure (o effectively manage the strategic and operationat relationship with Ocade Retail could significantly
impact the value of our investment, the achicvernent of our multi-channel food strategy, our Brand and our ability

Lo debiver shareholder value

Context

The investment in Ocado Retad 1s part of our strategy for
Improying aur online reach and capability

Tnere are three core aspeacts of owr relationshio with Ocado
Relail that the business s aclively focusing on:

developing our relationship wath Ocado Relail and evolving
cur ways of working to ensure alignment, of strategies ina
way that supoarts mnovabion and growth and priontising
areas for future investmoent,

~ planmng for our ‘ong-term stralegic rélationshio with the
partner ncwding its role in tne M&S ecosystern, and

~ Maintaning a seam.ess supply process to support customer
falfitment - existing ang in une with future growth  and
secking opooriunines to expand and refine product ranges

Operationa. oversight by Executive Committee,
representation on the Ocado Retail Board

RISK MOVEMENT

‘ Mo change

A New/evolving risk . increased net risk exposure
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Mitigations
M&S nommated airectars are part of the Ocado Retail
Board, with coileclive sign-off of business plans directing
the growth of the business.

- Jointy agreea investment plans to support the continued
investent in the Customer Fuitilment Centre network,
to expand presence in the ultra fast gracery aelivery
market and the planned migration to the new Ocado
service puatform

- Ebstabushed data and technology interfaces with
Ocaao Retail
A dedicated M&S Ocado aelivery team, supno-ted oy
senQr .eadership, 1o coardinate sourcing, oroduct
developraent, ranging, customer gata and marketing

. Reduced net risk exposure



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK
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DESCRIPTION

Tadentyand capability

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

Context

The business employs more than 65000 talented and
passionate collecagues and remains an attractive brand
Lo future colleagues However, the current labour market
conditions create a heightened nsk around recruitment.

- Ihe consequences of the pandemic, iIncluding skilis
shortages and wage inflation, have contributed to a tight
tabour markel n sorme key specialist areas (including digrtal,
lechnology and data science) and other critical operationa.
roles (such asin supply chain and logistics)

in addition, colleagues and potential candidates are
dermanstrating a preference for roles and employers that
ofler increasing flexibility to support Ufe choices, work- life
balanice and carecr development in addition to attractive
pay and benefits Linked to these influences, Lhe need for
employers to aemonstrale a cultural alignment in other
areas such as sustainability, diversity and ethical values are
becoming increasingly important
- The broader mplications on the avallakilty of labour and
key skills post Brexit also continue to be monitored
To support the continued delivery of iImproved trading
performance and our transformation ambitions, it s essential
that we have the right processes in place, underpinned
by effective technology, Lo identify, develop and retain
talented colleagues

QOperational oversight by Executive Committee

EU berdder chadlenges

Mitigations
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Direcl Exccutive Commitlee ownership of the pecple plan,
Contlinded investment in internal and external talent to
strengthen capabilily at all levels, develop our future
leaders onid drive internal career progression.

Ongoing aelivery of improvernents in core people
managemcent systems and processes, including a refreshed
performance and talent management process to drive
consistency and improved decision-making

An cstablished colleague skills framework to support
role-based performance, deve.opment and progression

Ongoing review and maintenance of succession plans for
key roles.

Continued investment in skills and capabilities with a
particular focus on driving dintal titeracy and capability
building.

Investrnent in pay and wellbeing benefits lollowing
completion of a business-wide reward review

Afocus on externally benchmarked, market-relevant pay
inclucing fuil consideration of gender, ethnicity, disability
and age.

A well-establshed Business Involvernent Group which s
actively nvolved in business-wide colleague engagement
and representation, including at Board meetings

Improved usage of our M&S Alumni communily to cngage,
energise and re-attract great talent

Afailure to manage the cost conseguences and operational friction arising from the complexity of border
arrangements following the UK's exit from the European Union (EU) or further developmentsin the Trade and
Cooperation Agreement ('TCAY, including the Northern Ireland Protacol, could have a significant and long-term

impact on our Irish business and overall Lrading performance.

Context

The business continues to manage a range of complexities
that have arisen following the UK's exit from the EU

Key challenges include

continued uncertainty as the requircments of the Narthern
irelana Protocol evolve and our ability to implement
sustainable solutions Lo manage the impact on our Insh
business, including the movement of goods across to the
Republic of Ireland, our largest EU export business,

- further increases in the cost base following the introduclion
of checks to inbound goods from the EU Lo the UK
(expected in 2022) and the conseguent pressure on the
supply base including viability of supptiers and the impact
on product avallabibty;

- managing the cansequences of introducing more locally
sourced products; and

monitoring and implementing solutions for any longer term
divergence of UK and EU rules that may add additional cost
and complexity to the business, particuiarly in Ireland

Operational oversight by Executive Committee

Mitigations

Regular engagement with the Board to discuss the actions
heing taken to manage avolving border challenges by our
accountable businesses,

Strengthening the management and accountabilities
of Insh cperations to support targeted mitigation of costs,
including opportunities for local sourcing.

Operation of 2 wirtual customs warenouse environment and
implementation of an EU hub to mitigate tanff costs.

Continued engagement with key government departments
ana other external experts to reprasent M&S views and
review our mitigation strategies. These include mimisters,
inddstry bodies, the Border and Frotocol Delivery CGroup,
the Department for Enviarorment, Faad & Rural Affairs
(Defra), HM Revenuce & Customs, the Foreign Office, and the
Northern Ireland Executive

Ongoing work with Defra and our supp.y base in readiness
for the rules for moving goods from the EU to Great Britain

Proactively managing our franchise arrangements
with partners.
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DESCRIPTION

Business mtmw/ﬁyamo{ resifience
Signilicant operational fallures or resibience issues at key busincss locations, such as Castle Denington, our primary
online Clothing & Home distribution centre, or any of our key international sourcing locations, could result in
significant business interruption. More broadly, an inability to effectively respond to global events, such as the
pandemic or Russia's invasion of Ukraine, a shortage of raw materiats or other products used n our business,

or significant supply chain disruption, could also impact business performance

Context

The business has continued to demonstrale reslience through
the pandemic and in responding to other significant changes,
such as the Russian invasion of Ukraine nowever, Lhreats to
business conbinuity rernair

AS gur onune business grows, the potential risk inked to our
sales ang growth ambitions from a sustained pernod offline
ar an inatzilty to futfl online orders due to a major incadent
at our Castle Donington fulfiment centre increases.

I ne loss of, or major disruption at other locations, such as primary

supply countries like Bangladesh, China or Sn Lanka; the dedicaled

warehouses that store specific food producks inthe UK, or
support faciltios (such as IT), could aiso impact us significantly

- Aspealic, unexpected or unplanned shortage of product

ar malenals such as tnose being created by Russia’s invasion
of Ukraine (including sunflower oil or fertiliser), or the grobal
shortage of microchips, coula also impact core trading or
transformation activities
1 he potential widespread consequences from current iy
unknown/new Covid variants on bath our business and third
parties could also nave severe operational consequences

- inaddition, our dependency on rmajor third parties moans
that significant inadents, long term resiience 1ssues and
recoverability in these businesscs would also iImpact our own

Operational oversight by Executive Committee,

Crisis Management Team

Preduct; sateiy and integrity

Mitigations
Adeaicated and expenenced Business Coniinuity (BC)
team with cstablished Group Crisis and Incident,
Management processes

- Risk-based BC assessments for stares, sourcing offices and

warehouses and vaudation of key supplier arrangements

- Up-to-date BC plans for key activities across our operations,
inciuaing of fices, warehouses and |7 sites, that continue to
evolve in response 1o new threats mcluding, where needed,
work with crniticai third parties

Enhanced capabilities at Castle Donington to manage
technology failure and fulfilment capabilities through
in-store fulfilment and the use of other warenouses 1N
our network

Proactive testing of plans for xey business continuity
nsk scenarics

- Lwe digtal platform to support tne business continuity
governance programme

- Active engagement with external orgamsations including
the Retarl BC Association, government-led forums
and membership of the National Counter Terronsm
Information Exchange.

- Enhancea ncident reporting with live dala-dnven dashboard

Faiture Lo prevent ang/or effectively respond to a food or product safety incident, or to maintain their integrity,
could impact customer confidence in our brand and business performance.

Context

The safety of our products - foad and all other product
categories s wital for our pusiness and we need to
effectively manage the potential risks Lo customer health
and safety and consumer confidence that face ail retailers.

This includes considering how external pressures, mcluaing
econamic and environmentar changes, could impact the
integnty of our products and tne abilily to cffectivey
operate and mamtan all key controls througnodt the
supoly chamn

- These exlernal pressures, incluaing the ongoing

consequences of the candemic, inf.alionary costs,
labour quadty ana avalability, and reguuatory cnanges,
are becoming increasmgly acute While sarme of these
events are outsiae of our control, they must nevertheess
be monitored and mitigatea against

Operational oversight by Executive Committee, Group Safety

Committee, Consumer Brand Protection Committee

RISK MOVEMENT

e No change

A Newfevolving risk . Increased net risk exposure
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Mitigations
- Group-wide assessment of ail safely risks with specific
Executive Committee and business unit ownership.

Relevant Safety Policy and Standards, Terms of Trage,
product safety and "from farm to fors” soecifications with
clear accountability set at all levels, including processes
Lo comply with overseas requirernents

- Compliance standards incuuded 1n contracts with
trwrd-party brands
Fisk-pased store, supplier and warenouse aadit orogrammes

completed by iIndeoendent third partics ana own second-
hine functions, Incuding franchise operations

- Established orocesses for the develooment of proaucts

and the assocated packaging, including independent
review and approval oefore launch

Guslfied Food ana Product Technology teams witn access
toexterna. experts where appropriate.

- Reguta- cngagement with exoert bodies and third party

consdifants to unaerstand ana respond to changes in
safety standards

- Testeacnsis management puan for safety incidents
- Manitanng of product quauty and customer complaints

. Reduced net risk expasure



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK

Qe

Ao/

DESCRIPTION

Information %W

Failure to adeguately prevent or respond to a data breach or cyber-attack could adverscly impact our reputation,
result in significant fines, business disruption, loss of information for our customers, employces or business and/or

loss of stakcholder and customer confidence

Context

- The saphisticalion and frequency of cyber-attacks in the retail
Industry continue to increase and highlight an escalating
information security Lhreat. 1his threat is [urther exacerbated by
the pandemic and other external events, such as Lhe increased
threat of cyber warfare linked to curremt ylubal uncertainty.

As we continue to use data more intelligently across the
business, move away from legacy systems to new
technology and digital solutions, transition Lo the cloud,
enhance omni-channel cuslomer cxperiences and build a
broader “ecosystem’, the profile of information security
and the overall threats landscape will continue to change.

Our reliance on several third par ties hosting critical services
and holding M&S and customer data also means that
continued assessment and monitoring 1s required Lo ensure
that vulnerabilities in their cyber and dala controls do not
impact us or our customers.

- Longer-term changes such as the increase in customers
using e-commerce, the growing number of digital and
mobile shopping chanrels, the development of new
lechnologies and digitai touchpoints, and permancnt
changes in the pattern of office/home working, will all
continue to impact the overall risk.

Operational oversight by Executive Committee

Mitigations
- Information security ana data protection policies in place,
with a mandatory training programmne for colleagues.

- Informalion Security function, wath mulligisciplinary
specialists, supparted by 4 24 hour Securily Operations
Centre and mature incident management plan

- Network of Data Protection Officers in priority
business areas.

Continued delivery of our improvement nrogramme with
pricritised investment in response to an INcrease N secunty
evenls, breaches and the potential threat of cyber warfare.

- Risk based cyber secunity assurance programmec, including
assessrment of controls in overseas locations

- Information secunty obligations included in third-party
contracts with a nsk based assurance programme to
monitar our exposure.

- Active monitoring of our threat environment.

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

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

Context

- Theincreasingly broad and stringent legal and regulatory
framework for retatlers creales pressures on business
performance and management of market sentiment requiring
frequent changes or improverments In how we operate

- New and evolving regulatory requirements include:
restrictions on the promotion of foods high in fat, sugar
and salt becoming effective from October 2022; sanctions
ana cxport controls inked to Russia; extended praducer
respansibility for packaging plastics recycling targets, the
proposed EU Directive on corporate due diligence and
accountability in the supply chaim; anticipated changes in
UK corporate governance requirements, development of
Taskforce on Cimate related Financial Disclosures (TCFD)
requirements; and potential new reporting under the
Taskforce on Nature-relaled Financial Disclosures,

The diligence required to remain compliant 1s also impacted
by the glebal nature of activities, particularly our supply
chains, where changes in the external enviranment and
challenging economic conditions, iIncluding the impact of
Covid-19 and the Russian invasion of Ukraine, leave ethical
and social responsibilities open to a heightened risk of
mismanagemcent or exploitation

- Non-compliance may result in lines, criminal prosecution
for M&S or colleagues, litigation, addiional investment to
rectify breachces, disruption or cessation of business aclivity,
as well as impacling our reputation

Opcrational oversight by Executive Committee, Group Safety
Committee, Consumer Brand Protection Committee, Bank and
Services Compliance Monitoring Committee, Fraud Committee

Mitigations

- Code of Conduct in place and underpinned by policies and
procedures in core areas of regulation and responsibility
that 1s shared with suppliers and third parties where relevant
and published externally.

- Oroup-wide mandatory training prograrmme lor higher-risk
regulatory areas, Lke health and safety, anti-bribery and
corruption, data privacy, and information security.

- Established in-house regulatory legal team in place,
including speciatist solicilors

- Dedicated subject area leaders embedded in the business.

— Continuous horizon scanning, including monitoring of
sanctions and export controls.

- Risk based assurance and monitering systems in place
covering legal and regulatory compliance, and cthical and
social considerations, Including for our overseas operations
and suppliers.

- Cross-business Fraud Committce and controls framework.

- A Confidential Reporting line to allow colleagues and other
stakeholders to report areas of concern, including breaches.

- Established Warker Voice prograrnme in the Food business
and transparency Intiatives within Clothing & Home
Active monitoring of customer feedback and public
sentiment on campliance and responsibility, including
social media trends.

- Proactive engagement with regulators, legislators, trade
bodies and policy makers
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Climate change and envisonmentad rsponsibiity

An inability to reduce Lhe environmental impact of our business and progress towards cur net zero targets,
including those linked to our supply chains, as well as managing the consequences of climate change on our
business, would faill to meet the expectations of our customers, colleagues, investors and other stakeholders,
irnpacting our brand, future trading performance and olher business costs, Including financing.

Context

- We operate in a world and sector with increasing pressure
fraom carpan -conscious customers, nvestors and
government bodies to operate v a mare environ-nentally
consciods manner, where sustamnability forms a core part
of decision- making. This includes, for example, our respense
to the growltn in the circular economy, wast e recguction,
low carpon products and use of recycled fabrics

- Future business performance will be impacted Dy our abity
to effectively manage Lhe transition to a low-carbon
ecanemy - kalanang commercial decisions with
environmenlal responsibilily, agreeing business wide
decarbonisation priarities and managing changes 1n
customer preferences This incwdes management of the
ncreasing costs associated wilth sustamable materials,
recycing, carbon pricing and further technologica.,
policy and regutatory interventians

Early engagement ana planning with partners and
suppliers Lo support therr decarbonising activities is also
becaming ncreasingly impartant in the detwery of our
net zeca commitment.

rom an operational perspective, the physical impact of
climate change on the availability of raw rmatenals and food
products, the geography of the locations from which we
source and operate, anda the condition of our buildings wilt
necd £o be managed effechively to reduce the impact on
trade ana ithe income statemenl.

Operaticna. oversight by ESG Committee

Mitigations

- Establisneda Plan A programme with clear accouniabilities
for @acn area of the busmess relating Lo our environmiantal
objectives

- Net zero targets agreed with the Board

- Abgnment of carbon commitments witn our revolving
credit faciity.

~- Appointment of €120 cross business caroon champions,
and launch of an internal Oreen Network with ¢ 600
cross pusiness colleagues.

- Estabushed product and raw materal standards and
processes cutlining environmentar ana sustainability
considerations for own activitics ana the supply chamn
Clothing Quality Charter and Environmental and
Chermical Policy in puace for all suppliers
£SC Committee, with Board membersmp, in place ta
oversee the delivery of our carbon comrmitrments and
broader ESC nisks
Developed our response to TCFD including guantitative
scenano analysis in key areas (cotton, animan protein and
property) to ennance exlernal reporting.

- Inclusion of specific climate relatea nisks ana rmitigations
linkeg to Plan Ain business and functional nisk registers
Linkage of financng with the delivery of our net zero roadmap

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

Context

- White active managernent of our casn, liquidity and debt
position through the pandemic ana an mprovement in trade
nave resulted in a strong cash performance, we mainlain a
continued focus on our lguidity and funding reguirements

Avallabuty of, and access to, appropnate sources and levels
of funding remain vilal for the contmued operation of
Dusiness activity and the next phase of our transfarnation.
Our ability to repay cebt and fund working capital, capital
expenditures ang otner expenses depends on aur operaling
performance, aoility to generate cash and to refinance
exisbing aeot

- We also have pension funa commitment s that require active
rmanagemment and monitonng

Operational oversight by Executive Committee

RISK MOVEMENT

. No change

Mitigations
- A £850m undrawn, revoning credit tacility and £1,1979m
of cash and cash cquivalents.

- Review and refinement of aur three-year plan, linked
to strategic priorities, with sensitiat y analysis o assess
the impact of tne changing economic enwvironment

Continued facus on working capital management to
cantinue to tmprove cash flow and reduce renance on
pans facilities

- Ongoing scrutiny and challenge of discretionary
exoenditure and capital speng contras that were
strengthened during the pangernic
Cose monitanng and stress testing of projected cash and
debt capacity, financial covenants and other rating metnics
Treasury operations are managed and manitared in ine
with a Board approved Treasary Policy.

- Freguent engagement and aimiogde with the rarket and
rating agencies

A New/evolving risk . increased net risk exp e . Red net risk exposure
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OUR APPRQACH TO ASSESSING LONG-TERM VIABILITY

The UK Corporate Governance Code reguires
us to 1ssue a “viability statement” declaring
whether we believe the Croup can Continue to
operate and meet its liabilities, taking into
account its current position and principal risks.
The overriding airn is to cncourage directors Lo
focus on the longer term and be more actively
invelved in risk management and internal
controls. In assessing viability, the Board
considered a number of key laclors, including
our business model (sec page 9), our strategy
(sec page 6), approach lo sk management (see
page 45} and our principal risks and
uncertainties (see pages 47 to 541).

The Board is reguired Lu assess Lhe Graups
viabilty over a period greater than 12 months,
and in keeping with the way that the Board
views the developmeant of our business over the
long lerm, a period of three years s considered
appropriate for business planning, Measuring

performance and remunerating at a senior level.

This three-year period aligns ta Lhe Group's
annual strategic review excrcise conducted
within the business and reviewed by the Board,
and captures a large proportion of the Croup's
investment inta its ongomg transformation
programme as well as the renewal of its
Decemper 2023 bond

The Croup successfuily renegotiated its
revolving credit facility ("RCE'} in December
2021, which 15 set to run unbil June 2025 and
replaces Lhe facility which was due to mature in
April 2023. The new facility contains 2 financial
covenant, being the ratio of earnings before
interesl, Lax, depreciation and amortisation: to
nect interest and depreaiation on righl-of-use
assets under IFRS 16, The covenant 15 measured
semi-annually

The Group continues to rmantain a robust
financial posilion, providing it with sufficient
aceess to uquidity, through a combimation of
cash and committed facilittes, to meet its needs
inthe shorl and medium term AL 2 Apnil 2022,
the Croup had further strengthened ils
available liguidity over the year to £2.1bn

(last year: £1 8bn). Furthermore, the Croup's
slrong free cash flow generation has driven a
reduction in net debt of £817.1m to £2 698 8m
at 2 April 2022.

For the purpoge of asseosing the Croup's
viabilily, the Board identified that, although

all of the principal nsks detalled on pages 47

to 54 couid have an impact on Group
performance, the following risks pose the
greatest threat to the business modet, future
performance, solvency and liguichty of the
Group and are therefore the most important to
the assessment of the viability of the Croup

Maintaining trading performance in an
increasingly challenging envirornment

— Business transformation.
- Ocado Retall
lalent and capabiiity

In assessing viability, the Board considered the
position prasented in the approved Budget and
I hree-Year Plan The process adopted to
prepare the financial model for assessmng the
viability of the Croup involved collaborative
input from a number of Tunctions across the
business to model a severe but plausibie
downside scenario.

The severe but plausible downside scenario
includes the following assumptions.

- There will be a period of ecanornic recession
inthe UK n 2022/23 and 2023/24 (following
the impacts of the Covid-19 pandemic, the
unfolding humanitarian crisis following the
invasion of Ukraine and the subsequeant
sharp increases in the cast of iving), resulting
In a decline in sales of 40% per annum,
across atl three business units

Utitities, tuel and other costs ncreasing by
over £50m in aggregate across 2022/23 and
2023124

— I addition, a delay on transformation
benefits results inincremental sales
expected from the Lransformation declining
by 10%, 20% and 40% respectively across the
three-year period across botn Food and
Clothing & Home business units

Other scenarios linked to key principal nsks
were also considered However, the estimated
financial impact of these risks cumulatively
was comparable to the severe but plausible
downside scenario oullined above. Moreover,
the bkelihood of these risks occurring
concurrently would be so remote as to be
considered a “black swan” event. As a result,
further detalled modelling was not performed.

The Board has also considered the potential
impact of changes to environmental factors
which may affect the business model and
performance in the future. As set out inthe
Taskforce on Clrmate-related Financial
Disclosures (“TCFDT) section on page 72,

no maleral impact on Lhe Group's financial
performance is considered Lo exist in the
short term.

The ImMpact of the severe but plausible
downside scenario has been reviewed against
the Croup's projected cash flow position

and financial covenant over the three-year
viability period. In the event of this scenario
materialising, mitigating actions would be
avallable, including, but not Lmited to, a
reduction in labour, technology and head office
costs, as well as deferring or cancelling
discretionary spend (including discrelionary
bonuses) and reducing capitat expenditure
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As a resull, oven under this scenano, which the
Board considers to reflect a plausible, but
rernate, outcomoe, the Croup would Canlinue
to have sufficient Liquidily and headroom on its
existing facilities and meet the measurcment
criteria against the revolving credit facility
financial covenant. The Audit Committes
revicws the oulput of the viability assessment
in acdvance of final evaluation by the Board.
Ihe Board have also satisfied themselves that
they have the evidence necessary to support
the statement in terms of Lhe effectiveness of
the internal control cnvircnment in place Lo
mitigate risk.

Reverse stress testing has also been applied to
Lhe madel to determine the aecune in sales that
the Group could absorb before breaching any
financial covenants. Such a scenaria, and the
sequence of events which could leada to it is
considered to be extremely remote, as it
reguires sales reductions of ¢ 15% per annum
compared to base expectations with no
ritigations implemented before Lhere 1s a
breach in financiat covenants, wnile Lhe
occurrence of one or more of the principal risks
has the potentiat to affect fulure perfarmance,
none of them are considered likely eilher
individually or colleclively to give nse Lo a
trading deteroration of Lthe magnitude
ndicated by the reverse stress testing and to
threaten the viability of the Group over the
three-year assessmenl period

Having roviewed the current performance,
forecasts, debt servicing reguirernents, total
facilities and current Liquidity, the Board
expects the Group to have adeguate resaurces
to continue in operation, meets its liabilties as
they fatl due, retain sufficient available cash
across all three years of the assessmenl period
and nol breach the covenant under the
revolving crecht Tacility. The Board therefore
axpects the Croup will remain commercially
viable and the Viability Statement can be
found an page 111

The Strategic Report, including pages 2 to 55, was approved by a duly authorised Committee of the Board of Directors on

24 May 2022, and signed cn its behalf by

o

Steve Rowe, Chief Executive
24 May 2022
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GOVERNANCE

CHAIRMAN’S

GOVERNANCE OVERVIEW

As outlined in my Chairman’s letler on
pages 2 to 3, macro events have had a
significant impact on the business this
year. My role, and that of the Board, has
been to guide our way through these
varied and challenging headwinds,
ensuring our overarching strategy stays
the course, Simultaneously, your Board
has remained ready to respond and to
adjust For external Tactors threatening
Lo derail us.

In keeping with the demands made on

the Board in these recent, Lurbulent. years,

circumstances have made it vital we
remain highly engaged. We have been
flexible with our time to support and
challenge senior [cadership, to ensure
the continued acceleration of our
transformation programrnes, and not
only to react to events, but have our
eyes firmly fixed on the horizon into
2022 and beyond. Naturally, we continue
to fulfil our other core duties to oversee
M&S  governance, culture, financral
controls, risk and change management

The Governance section that follows is
by intention concise, in keeping with our
approach in previous years. Further detail
on the Board, ts Committecs and cur
governance framewaork are available at
marksandspencer.com/thecompany.

NAVIGATING HEADWINDS

The Board has had to remain vigilant
alongside management this year and to
stay abreast of current events impacting
the business, We continue to deal with
uncertainty in our European supply chain,
as we enter the fourth Brexit extension
period before compilete customs

checks are implemented, Meanwhile, we
experienced a positive trading response
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when Covid-19 restrictions were Ufted at
the start of 2022, bul trading in the fourth
quarter then slowed, with cansumers
conscious of cost of living increases
armidst inflatiocnary pressures

The Board has proactively discussed

with management how best to trade
through these macro impacts, resuiting

in detailed stakeholder discussions in Line
with Section 172(1) of the Companies Act
2006 (*s.172(1)"). There has been no “one
size fits all” answer across the business,
and inevitably trade-offs between our
stakeholders have been made. These have
Been allied with our strategic objectives
and have included measures such as price
and margin protections, supplier support
and buying process improverments

The invasion of Ukraine has materially
impacted the business, as we have
franchise agreements in both Ukraine

and Russia. While we felt it was important
to support colleagues and continue Lo
trade in Ukraine for as long as possible,
events have made that impossible The
Board and | are nonelheless heartened

by the response frorm our custarners and
colleagues who have donated significantly
{o the aid effort. You can read more on our
response on page 5.

Meanwhile, we have suspended shiprments
to our Russian franchise partner and
directed therm to cease Lrading. The result
of this decision 15 that, following legal
negotiations with our franchise partner,
we have reached a settlement to exit fully
our Russian franchise. While our franchise
agreement was not captured under the
sanctions regime, we strongly believe itis
right and just to ensure we are not trading,
even indirectly, in that jurisdiction white
the war in Ukraine is ongoing.

“ THE BOARD’S ROLE HAS BEEN TO
GUIDE THE BUSINESS THROUGH
CHALLENGING HEADWINDS.

Archie: Nomman, Chainman

»

NEW LEADERSHIP

Shareholders will have noted our recent
announcement of a new leadership team
structure Before ! outline this, | Tirst want
to expross my and the business’ thanks Lo
Steve Rowe, our outgoing Chiefl Executive
Officer. Steve has been a magnificent
servant of M&S, dedicating 40 years to the
Company, coming from the shop floor to
lead the usiness. His carcer is testament
{0 the opportunities M&S can provide for
great people to succeed. The M&S he took
over was in parlous shape and throughout
my tenure as Chairman, he has been
fearless in facing into the chatlenges and
has delivercd massive progress,

To replace Steve, we have chosen to
promote aur internal talent, With effect
from 25 May 2022, Stuart Machin has
pecome Chiel Executive Officer, taking
responsioility for day-lo-day leadership
of the business and the Execulive
Cornmitiee He continues to have
oversight of his current portfolio of
responsibilittes, including leadership of
the Food business, Operations, Property,
Store Devetopmerit and Techrology,
and will also take responsibility for HR
and Corporate Communications. Katie
Bickerstaffe has become Co-Chief
Executive Officer, with 2 particular focus
on driving the future of Digital & Data,
and of our glokal ormni-channel business.
She retains her existing portfolio of
responsibility for Clothing & Home,

MS2, International and Financial Services
Eoin Tonge has become Croup CFO &
Chief Strategy Officer. In addition to his
current responsibilities, he witll play an
enhanced role in leading the future
developrnent of the business and will
also take on oversight of Plan A



M&S is now embarking on the second
phase of its transformation programme
"Shaping the Future” The Board's view

is Lhal, under the leadership of Stuart,
Katie and Eoin, the business has made
remarkable progress and that continuity
of strategy and leadership is the best
approach for the Company. Bringing
together these three outstanding leaders
will provide the stability, pace and
bandwidth required to accelerate the
pace of change.

I would also like to note the contribution
Andy Halford has made to the Beard.
Noting thal his tenure has now reached
nine years, he will be stepping down as
Chair of the Audit Committee, with Evelyn
Bourke replacing him as Chair Having
reviewed and confirmed that Andy
remains independent, the Nomination
Committee agraes Lhat his role as Senior
Independent Director (“SID") is an
important constant while new Board
members settle into their roles. He will
therefore remain as SID and @ member of
the Audit Committee for a Lransitionary
period, and will leave the Board by the
end of 2022

Board and Executive Committee
biographies can be found on pages 60

to 62. Full details of these Board and
oxacutive changes, our assessment

of the balance of leadership skills and
experience, and our talent and succession
processes, can be found in the Nomination
Committee Report on pages 66 to 69.

BOARD ACTIVITIES AND
CONSIDERATION OF STAKEHOLDERS

The Board's focus during the year

has been Lo accelerate the Company's
pursuance of its strategic priorities,
while steering through macro-induced
headwinds. In our meetings, we have
continued our approach of considering
“stralegic deep dives” presented by all
areas of the business, which we have
then debated and challenged. Al while
peing mindful of the impact of any
decisions made on the business’ various
stakeholders and on its long-term,
sustainable success, in line with s.172(1).

An overview of the range of matters that
the Board discussed and debated at its
meetings during the year can be found
on pages 63 10 64,

The Company's s172(1} statement is
avalkable on pages 32 to 34.

EMBEDDING ESG

AGM: STAYING DIGITAL

As explained in last year's Annual Report,
the Board's Environmental, Social &
Governance ("ESGT) Sub-Committee

was established to assist the Board in
providing focus and oversight of the Plan
A programme, both in its reinvigoration
and its ongeing effectiveness. The report
of the ESC Committee for 2021/22 is
available on pages 70 to 77,

in demonstration of cur commitment to
cmbedding ESC across the organisation,
sustainability is now one of the five
strategic pillars comprising our corporate
purpose. Furthermere, the business
negotiated and entered a sustainability
linked financing agreement for the first
Lime. While we have strides to take on our
Plan A agenda still, the Board, with the
support of the ESC Committee, are
focused on delivering tangible progress
N the year ahead.

FUTURE SHAPING GOVERNANCE

The Company has made a number of
strategic investments during the course of
the year, following the acquisitions of 50%
of Ocado Retail Limited in 2019 and of the
Jaeger brand in 2020. In partnership with
True Capital, we became the cornerstone
investor in a Direct-to-Customer ("D2C7)
focused fund. We have also acquired a
rminonty stake in Nobody's Child Limited,
an exciting eco-conscious, affordable
fashion brand, and have become the
majority owner (with a route to 100%
ownership) of The Sperts Edit Limited,

an activewear platform with proven
capability in brand curation and
ermerging brand identification.

Each of these investments is unique and,
as such, the governance arrangemeoents
supporting them are bespoke for the
nature of the investment and lifccycle

of the businesses. This has required the
Board to ensure we have the appropriate
controls in place, not only te mitigate
risk, but also to be a supportive and
productive strategic investor.

DIVIDEND

While the balance sheet is strengthening,
the Board and | believe on balance, and

in line with our approach last year, that
non-payment of a dividend is appropriate
for the 2021/22 financial year This
continues to be one of the proactive
steps we are taking 10 ensure the business
is set up for success in the future.

The Annual General Meeting (ACMT)
provides investors with a valuable
opportunity to cammunicate with the
Board. We have learnt in recent years that
digital meetings are more engaging, more
democratic, and allow us to communicale
and hear from more of our sharcholders,
with participation levels trebled at last
year's meeling compared with the last
physical meeting. in recognition, we will
be conducting this year's AGM digitally
once again. We strongly believe digitally-
enabled meclings should become Lhe
detault across the FTSE and | encourage
other companies to follow our example.

In addition lo being able to vote and
submit guestions electronically in
advance, all shareholders will be able

to join the meeting enline to hear from
Stuart, Kalie, Eoin and me, ask guestions
and vote on our resolutions.

We will be joined by Anita Anand who wilt
be acting as your shareholder advocate,
sharing your views and questioning me
and the Board on your behalf, If you
would like us Lo hear from you directly,
you also have the option of dialling in
and asking your question live on the day,
or submitting a video question to be
played to the Board for response during
the meeting. | took forward to hearing
from vou all then.

Inforrmation on how Lo participate
etectronically, both in advance and on the
day, can be found on pages 208 to 209,

ek L,

Archie Norman, Chairman

UK CORPORATE
GOVERNANCE CODE

The UK Corporate Governance Code
2018 {the "Code"} which is available

to view on the Financial Reporting
Council's website is the standard
against which we measurad ourselves
in 2021/22.

The Board cenfirms that we complied
with all of the provisions set out in
the Code for the period under review.
Details on how we have applied the
principies set out in the Code and
how governance operates at M&S have
been summarised throughout the
Directors’ Report. Our full Corporate
Covernance Staternent outlining

our comptliance is available online at
marksandspencer.com/thecompany.
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GOVERNANCE

LEADERSHIP AND OVERSIGHT

Our governance framework facilitates responsive and effective decision-making,
ensuring that the Board and its Committees, the Executive Committee and senior management are
able to collaborate proactively, consider issues and respond.

® BOARD COMMITTEES

@ BOARD

@ EXECUTIVE COMMITTEE

The Board 1s supported by its sub-
committees in discharging its duties.
Al each Board meeting, the Chairs of
the Committees provide an update on
theirr Comrmittee activities

Audit Committee O Scepra-sa

Responsible for momtoring the integrity
of the financial statements, reviewing
the Group's risk framework and

internat cantrols and mantaining

the auditor relationship.

Remuneration Committee @ See p8s-107
Responsible for remuneration policy,
performance-linkéd pay schemas and
share-based incentive plans.

Namination Committee o See pb6-69

Responsible for reviewing Board
composition and diversity, proposing
new Board appointments and monitoring
the Board's succession needs.

ESC Committee © sce 7077

Responsible for ensuring the Company's
ESG strateqy remains fit for purpose, and
plans are in place and reported on. Advises
the Audit Committee on ESC-related risks,
including climate-related issues.

Disclosure Committee

Responsible for determining the
disclosure treatment of material
information and identifying
confidentiat and inside
information for the purpose

of maintaining project lists
compliant with the UK Market
Abuse Regulations.

@ SENIOR LEADERSHIP FORUMS

The Board 15 responsible for establishing
the purpose, values and strategy for the

M&S Croup, ensuring our cutture is aligned,

averseeing our conduct and affairs,

and for promoting the success of M&S
for the benefit of our members and
stakeholders The Board discharges some
of its responsibilities directly and others
through its sub-committees.

Terms of Reference for the Board and
its sub-comrittees are available in our
governance framework, published on
marksandspencer.com/thecompany.

Execution of the M&S strategy and
day-to-day management is delegated

to the Executive Committee, and
subseguently to senar leadership forums
where relevant, with the Board retaining
respansibitity for overseaing, guiding and
holding rnanagement to account.

Governance
at M&S

SENIOR

LEADERSHIP
FORUMS

The Execulive Committee ("ExCo7)is

our teadership team responsible far
executing strategy. It manages, monitors
and provides the executive input
underiying M&S’ strategic and operational
decisions, ensuring strong executive
alignment on business priorities,
investrents and actions,

During the year, the ExCo consisted of the
CEQ, CFO, Chief Operating Officers, and
the Managing Birectors of each businass
unit. Authaority is conferred on the ExCo
by the Group Delegation of Autharity,

as approved by the Board.

The ExCo reviews strategic opportunities
and initiatives from the Group's key
businesses and centralised functions,
ensuring these contribute to and

elevate the Board's overarching strategy
In adaition, and in support of the Board's
purpose, values and culture setting,

the ExCg is responsible for all colleague
matters, including the structure and
operation of the HR function throughout
the business, the development and
rmonitoring of culture and values,

and reviewing talent and leadership
development and succession plans
below ExCo level

Underlying this governance feedback toop
between the Board, its sub-committees and
the ExCo, there are forums comprising senior
management supporting each of these
governing bodies.

Primarily, each of the Croup’s key business
units have "Operating Review” meetings with
streamlined memberships, Their main remit is
management of key trading and operational
matters, with decision-making delegated to
them by the Group Delegation of Authority
and underpinned by business unit Delegations
of Authority.
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Additionat forums support on specific
projects, business needs, or strategic
priorities, meeting as and when required.

Examples include:

Property Committee

For reviewing and approving property
mvestments.

Digital Board

For driving the Company’s “Digital First”
agenda across the Croup

Brand Forum

For reviewing use of the M&S brand, as well
as considering use of third-party brands

People Forum
For driving the people and culture agenda
across the Croup.

Fraud and Loss Committee

For pulling together all fraud related
governance activities, reporting directly into
the Audit Committee.

Compliance Monitoring Committee
Oversight of credit broking activities within
the Group, as regulated by the Financial
Conduct Authority.

Plan A (Net Zero) Steering Group

For mobilising action across the business
on our net zers roadmap, updating the
ESG Committee on progress.



BOARD COMPOSITION
AND MEETING ATTENDANCE

BOARD MEETING ATTENDANCE AND DIRECTOR RESPONSIBILITIES IN 2021722

During the year, the Board held 12 scheduled
meetings lor which individual attendance is
set oul below.

Sufficient time s provided, pericdically,
for the Chairman to meet privately with the

@ For information on what the Board did
during the year, see p63 64

Senior Independent Director (*SID") and the
non-executive directors to discuss any

matters arising.

Maximum Linked to

CHAIRMAN Attended possible Independent Responsibility in 2021722 remuneration
Archie Norman' 12 12 Board governance and performance

Shareholder engagement
* Considered independent on appointment
EXECUTIVE DIRECTORS
Chief Executive 12 12 Group performance and management v
Stes Executive Committee leadership.
Chief Financial Officer T 12 12 Group Ninancial performance, risk management and
koin Tonge nvestor relations Strategy and transformation planning
NON-EXECUTIVE DIRECTORS Role at Board meetings
Full Year Independent non-executive directars assess, challenge and monrtor the

executive directors delivery of strategy withun the risk and governance
Evelyn Bourke 12 12 structure agreed by the Board

Y

Andrew Fisher 12 12 « As Board Committee members, directors also review the integrity of

the Cornpany's financial information, consider ESCissues, recommend
Andy Halford 12 12 v appropriate succession plans, monitor Board diversity and set the
- directors' remuneration
Tamara Ingram mn 12 v
Justin King 12 12 v
Sapna Sood 1 12 v
Appointed in 2021/22
Fiona Dawson mn 10 v

* Unable to attend one Meeting due to participation n residential course on behalf of M&S
'+ Uneble toattend one meeting due to external board cormritmments
T Attended 74 May mecting as an observer prior to sppointment

STANDING ATTENDEES

Responsibility

Nick Folland — 12 12 Advising the Board on all legal ana corperate governance issues,
General Counsel & Company Secretary including sustanability and Plan A
EXECUTIVE COMMITTEE - ATTENDED BY INVITATION Role at Board meetings
Sacha Berendp 4 The ExCo comprises the Company's senior leaderstup team below Board
: S e e ottt T 1 level and 1s tasked with running the day te-day operations of the business
Katie BickersLaffe n and facilitating delivery of the strategy as approved by the Board
Paul b Members of the ExCo atiend Board meetings by invitation to present
aul Friston 5 and discuss matters of strategic impertance
Stuart Machin 10 Direct reperts to ExCo members also attend Board meetings by invitation
- " e as and when input is regquired on therr specific areas of expertise
Richara Price 5

MNote The tables above provige getans of scheduled meetings held in tra 2021722 rnanciat year

Monitoring nen-executive
director independence

The Board reviews the independence of its
non-executive directors as part of its annual
Board Effectrveness Review. The non-executive
direclors also meet annually, leo by the SI0,

to conduct the Chairman’s appraisal The
results of the meeting arc then fed back

to the Charman by the SID

The Chairrnan was congidered to be
independent on appointment and is
comrmitted Lo ensuring that the Board
comprises a majority of independent

non-executive directors who objectively
challenge management, balanced agamst
the need te 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

Neither the Chairman nor any of the
non-executive diractors have exceeded the
maximum nine-year recommended term of
service set out in Lhe Code, with the exception
of cur longest-serving nan-execubive director,

Andy Halford White Andy’s tenure has

now reached nine years, the Nomination
Committee has reviewed and agreed ha
remains iIndependent, and his role as SID

15 an important conslant white new executive
Board members settle into their roles.

As such, the Board considers that all of its
non-executive directors continue to
demonstrate independence.
© rorinformation on the skills and
experience of each director,
see pb-62 For more information
on director tenure sce pb7y.
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GOVERNANCE

OUR BOARD

This is our Board as it operated during the year. To see changes for the new financial year please see page 62.

1. Archie Norman Chairman .

Appainted: September 2017

Career and external appeintments:

Archie 15 an experienced Chairman and
forrmer Chief Executive having led major
transformation programmnes at TV, Lazard,
Asda, Energis and Hobbycraft, He was
previously Deputy Chairman of Coles Lirmited
and was Lead Director at the Department for
Business, Energy & Industrial Strategy from
2016-2020. Archie is also the Chairman of
Signal Al, Non-Executive Vice Chairman af
the Global Counsel and Senior Independent
Oirector of Bridgepoint Group ple.

Commitiee (haire

2. Steve Rowe Chief Executive
Appointed: April 2016

Career and external appointments:

Steve joined M&S in 1989 and worked in senior
roles across all 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, General Merchandise

Steve stepped down from the Board on 25 May
2022 and, with heartfelt thanks for his many
years of dedication to the Company, will
formally ieave M&S at the ACM on 5 July 2022,

3. Eoin Tonge Group CFO &
Chief Strategy Cfficer

Appointed: June 2020

Career and external appointments:

Eain joined the business from Greencare, where
he had been CFO since 20168, At Greencare, 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 ef Creencore's Grocery business and also
warked in a varfety of rotes across strategy,
finance, treasury and capital markets at
Creencore and previously Goldman Sachs

Eoin became Croup CFQ & Chief Strategy
Officer on 25 May 2022, taking on oversight of
Plan A and playing an enhanced role In leading
the future development of the business.

4. Andy Halford Senior Independent @
Non-Executive Director @

Appointed: January 2013

Career and external appointments:

Andy's strong finance background and

broad knowledge of the UK and international
consumer market was gained from CFO
positions hetd in globat listed comparies.

He is Chief Financiat Officer of Standard
Chartered, which he joined after 15 years

at Vodafone, nine of which were spent as
Chief Financial Officer.
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5. Andrew Fisher OBE
Independent Non-Executive Director @

Appointed: December 2015

Career and external appointments:

Andrew was instrumental in establishing mobile
iifestyle app Shazam, where he was Executive
Chairman until October 2018, as a leading
mabile consumer brand, and brings over

20 years experience leading and growing
numerous technology-focused enterprises.

He is Non-Executive Chair of both Rightmove
ple and Emidemic Sound, and is alsc a member
of the UK Advisory Board for Spencer Stuart

6. Tamara Ingram OBE
independent Non-Executive Director

Appointed: June 2020

Career and external appointments:
Tamara has a longstanding leadership
career in advertising, marketing and digital
communications, having held leadership roles
at WPP since 2002 and as Non-Executive Chair
of Wunderman Thompson. Prior 1o this, she
worked at Saatchi and Saatchi where she held
the roles of CEC and Chair. Tamara has led
renowned marketing campaigns for househotd
brands around the world and detivered cultural
and business transformation at pace within her
own businesses as well as on behalf of clients.
She is also a non-executive director of Marsh
MacLennan and Intertek Group.

o
®
®



Committees key

& Audit (€) ESG

@ Nomination

{® remuneration

. Cormmitiee Chair

7. Evelyn Bourke
Independent Non-Executive Director @

Appointed: February 2021

Career and externat appointments:

Evelyn retired from her rote as CEO of

Bupa Group in December 2020 where she led
transformative change during her near five-year
tenure. She also has extensive experience in
financial services, risk and capital management
and mergers and acquisttions; having spent
three and a half years as Bupa's CFO and in
leadership roles at the Bank of ireland,
Standard Life and Friends Provident. Evelyn
joined Admiral PLC as a non-executive director
on 30 April 2021 and AJ BellPLC on 1 July.

She is also a Trustee of the Ireland Fund of
Creat Britain.

10. Sapna Sood
Independent Non-Executive Director @

Appointed: June 2020

Career and external appointments:

Sapna recently joined The Adecco Croup asa
Senior Vice President and Chief of Staff to the
Croup CEC. She has in-depth knowledge of
running comptex supply chains, including in
food and clothing, as well as expenence of
leading large transformation prograrmmes and
is passionate about sustainability. She has also
held leading operational roles in the building
materials and industrial gas sectors in Europe
and Asia-Pacific, latterly as CEC and President
of LafargeHolcim in the Philippines. Mare
recently, Sapna was a senior executive at
Compass Croup and a non-executive director
at Kering SA and is currently an Advisory Board
member of Imperial College Business School.

8. Fiona Dawson CBE
Independent Non-Executive Director

Appointed: May 2021

Career and external appointments:

Fiona left her position as part of the Leadership
Team of Mars Inc. in July 2021 after more

than three decades at the business. Fiona

has a strong track record in sustainability,
health and wellbeing, particularly women's
entrepreneurship and human rights and has
always been a strong advocate for equality and
diversity in the workplace. In May 2021, Fiona
was awarded a CBE for services ta woemen and
the economy. Fiona 1s also a non-executive
director of LECO and joined Kerry Group plc as
a non-executive director in January 2022. She is
a Trustee of The Social Mobility Foundation and
Chair of the Women's Business Councit.

Joined the Board on 25 Masy 2022

11. Katie Bickerstaffe
Co-Chief Executive Officer

Career summary: Katie has held a number
of rales at M&S including Non- Executive
Director, Chief Strategy and Transformalion
Director and most recently, joint Chief
Operating Officer. On 25 May 2022, she

re joined the Board as Co-Chief Executive
Qfficer. Katie is currently a non executive
director of Barratt Developments PLC and
the England and Wales Cricket Board, and
was previcusly Executive Chair of SSE Energy
Services and Chief Executive, UK and Ireland
of Dixons Carchone ple, with extensive
cxperience of digital retail ang cperations
and leading consurmer-focused businesses.

12. Stuart Machin
Chief Executive Officer

Career summary: Stuart took over as
Chief Executive Officer on 25 May 2022,
Having joined M&S as Food Managing
Director in April 2018 with nearly 30 years'
experience in the food, fashion and horme
retail sectors, Stuarl was apponted joint
Chief Qperating Officer in May last year. In his
new CEO role, Stuart will continue to serve as
a irector of Qcado Retail Led. Prior £o joining
M&S, Stuart was CEQ at Steinhoff UK and
spent 10 years in Australia working at
Wosfarmers as COO and CEO of Coles and
Target respectively. Stuart has also held
senor operational and commercial positions
in UK retailers Sainsbury's, lesco and ASDA,
- [

() 9. Justin King CBE

Independent Non-Fxecutive Director @

Appointed: January 2019

Career and external appointments:

Justin has over 30 years of experience in
large retail operations and transformations,
and now acts as an adviser to a range of
growing businesses. Between 2004 and 2014,
he was the CEO of Sainsbury’s, leading the
business through a major turnaround. He has
also previousty held senior positions at M&S,
25 Head of Food, as well as at Asda,
Haagen-Dazs, PepsiCo and Mars.

AINVYNYIASD

13, Nick Folland
General Counsel and Company Secretary

Appointed: February 2019

Career and external appointments: Nick has
extensive legal and governance experience,
having been General Counsel and Company
Secretary in FTSE 100 businesses since 2001,
He has held positions as Chief Executive of the
Crown Prosecution Service and Chief External
Affairs Officer and Chief of Staff to the CEO
of the Co-0p. Nick i1s the Senior Independent
Member of the Natural Environment Research
Council - the UK's teading pubtic funder of
environmental science. He joined HMPPS as a
non-executive member of its Audit and

Risk Assurance Committee in May 2021,
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OUR BOARD CONTINUED

Kecert changes:

Qur Board for the

coming geur

Archie Norman

Katie Bickerstaffe

Chief

Stuart Machin

Eoin Tonge

Croup CFO &
of Strategy

Nick Fotland

Andy Halford
Senior Independent
Non-Exacutive

Director

OO

Evelyn Bourke
Independent
Non-Executive
Director

Andrew Fisher OBE
Independent
Non-Executive
Director

O®

Tamara ingram OBE
Independent
Non-Executive
Directar

oW

Fiona Dawson CBE

Independent

Non-Executive

Director

Committees key

(&) Audit

Dir

(® esa

@ Normination

Qur Execntive Committee

The Executive
Committee

is establshed and
led by the CEO,

and is responsible for
executing strategy
and the day-to-day
managerment of

the business.

Richard, Paul and
Sacha were members
during the year,
alongside the CED,
CFO and Chief
QOperating Cfficers.
They witll continue
serving as members
iNnto 2022/23 with the
executive directors

Richard Price
Clothing & Home
Managing Director

Justin King CBE
Independent
Non-Executive

Sapna Sood
Independent

Director

® Remuneration

Paul Friston

Mamaging Director
of International

Non-Executive

. Cammittee Chair

Sacha Berend;ji
Croup Property, Store
Development and IT Director

Career summary: Richard joinea
ME&S on 7 Juy 2020 3s Clothing &
Horme Managing Director. Richard
spent three years as MO of BHS
before becorming CEO of F&F
Clothing at Tesco PLC in 2015

Prior to ths Richara was at M&Ss
from 2005 to 2012, first as

Head of Merchanaise and Lthen as
Menswear Iraaing Director Earlier
in hus career he worked for Next

11 a range of merchanamsing roles
ACrosS WOMEeNswear and renswear
from 1989 to 2005 Ricnard's career
spanming sorme of tne UK's too
clothimg branas demanstrates

his proven tracx record of
delwvering growth througn

styush, great value product

€2 Marks and Spencer Group plc

Career summary: Paul began

his M&S career on the Finance
graduate programme in 18996

and qualifiea as a management
accountant In 2000 He neld a
vanety of rales durng his time at
M&S, including intenm CFO and
Executive Assistant ta former CEO,
Marc Boliand. Pau was appointed
to his carrenl position in May 2016
and became Executive Caommittee
SPOAsSAr for incusion & Diversity

N Apal 2018

Career summary: Sacha joned
M&S 1n 1994 through the Craduate
traming pragramme He undertook
various appamntments incluang
General Manager of Marble Arch
Store, Regional Manager for
London, Head of Property Paanning
& Store Developrent, Executive
Assistant to tne Chief Excecutive,
and Direclor of Merchandising
Sacha took up s current position
in November 2012



BOARD ACTIVITIES

The following pages outline the key
topics reviewed, monitored, considered
and debated by the Board in 2021/22.

Meeting agendas, agreed in advance

by the Chairman, CEQ and Company
Secretary, combine a balance of regular
standing items, such as reports on current
trading and financial performance,

with two or three detailed "deep dives”

Stakeholder Sharcholders
groups:

Strategic r":fl&f Focd
priorities: ] gh-performing

business and
market share
growth

All items for discussion are guided
by, and mapped against, the
Company's strategic priorities which
are highlighled in the key below.

The Board recognises the importance
of understanding and considering

the vicws and inlerests of all the
Cormpany’s stakeholders, and this
forms a crucial compenent of directors’
discussicn and decision-making.

Ocado Clothing &
transitioning to 3 Home on track
strong capacity for amore
growth post profitable
pandermic model capable
reversion of growth

GROUP PURPOSE UPDATE HIBEH HBA

¥ Customers

The icons below higblight the
stakeholders considered and impacted
in each key area of activity, together
with an cxample demonstrating the
discharge of duties under Section 172(1)
of the Companies Act 2006 (*s.172").

€ For more iInformatian, see p37-34
for our Sechion 172(1) statement.

Communities Partners

Internationat
apsorbing Broxt
related costs,
but embrycnic
global strategy
encouraging

Building store
rotation 5
pipeline,

driving exit from
wegacy stores

— Asthe business moved inte the next phase of
transformation, the Board discussed a "North Star”
under which zll the Group's activities could be
collectively focused, guided and galvanised.

This took the shape of an updated Group purpose
which was relaunched internally in Qctober

This reinvigorated articutation of how and why we
serve our stakeholders has teen the overarching
backdrop 2gainst which all subsequent Board
discussion and decision-making took place during
the year,

— I shaping the Group purpose, the Board agreed
this should be aspirational, exciting and engaging,
particularly for colleagues. The Board emphasised
the need to balance this with language and
concepts which colleagues would find relatable,
and also to ensure Lhe integration of sustainabitity
as & key strategic piller. @) 43 &

- Cruclly, directors considered shareholder returns
and agreed the updated purpose should reman
grounded in commercial reality. i

STRATEGY AND TRANSFORMATION

- During discussions, the Board and Executive

Committee (ExCa”) explored M&S' rich heritage
and our place in the commynities we serve with
the help of our M&S Archive. @ @ & @

— Feedback was sought from leaders across the

business and a wider Talk Straight Survey” invited
the views of all employees. The results identified
clear communication as an grea for improverment,
and as aresult, algnment with our wider "Pecple
Plan” and colleague commupication strategy
were key focus areas in the relaunch @@

ms2 @

The Board has rnonitored progress of MS2,

the Company's digital and online change
programme, which was launched last year with
the ambitian to bring M&S com front and centre
of bur business proposition.

Decisions and 5,172 considerations
- Inreviewing regular updates 0N MS2's progress,
the Board rmonitored and encouraged

advancement of growth plans, ncluding
appropriate investment in talent ¢g g

End-to-end supply chain Il H

The Board reviewed regular updates on
modernising supply chains across Foed,
Clothing & Home and International.

Decisions and 5.172 considerations

- Guidance was offered on the roll-out of Vanguarde
and censideration given to the impact of labour
shortages and global delays on cur partners, store
colleagues, agency workers and shareholders,

L 11 2.1
Rotating the store estate ]

Ensuring the store estate s fit for the future
continued to be a key priority durmg the vear

Decisions and s.172 considerations

— In addition to reviewing developments and visiting
stares, the Board considered how changes in the
community post-Covid-19 had impacted plans for
store tocetions and encouraged management to
focus on store geography during budget planning,
o080

Strategic investments B

CEO and CFO updates included reports on proposed
and in-flight strategic investrments and acquisitions,
including on Nobody's Child, The Sgorts Edit and
True Cagital il Fund.

Decisions and s.172 considerations

— As part of the Brands strategy, the Board
chatlenged management on integration with
M&S calleagues and culture, long-term returns
for investors, and adding value to the customer

proposition O B @
Digital 2 Data I H B HE

The "Digital First™ agenda has remained a focal point
in the transformation. The Board has menitored
progress of programmes to enhance M&S' utilisation
of data inctuding Sparks, Perscnalisation at Scale and
8EAM Academy.

Decistons and s.172 considerations

— The Board supported investment in the True

Capital lIf Fund to enrich M&S* understanding
of changing custorer priorities, such as
sustainability and convenience, through access
to emerging technology. @ @ @ @

— Reviewed and challenged the personalisation

plans in relation to more focused customer
engagement. i) &

PanANHBEB

While Plan A metrics are primarily evaluated by
the ESG Committee, the Board reviewed progress
against key objectives and considered Plan A
factors throughout Board discussicns.

Decisions and 5.172 considerations

- The Board considered and approved the addition
of sustainability metrics in a renewed revolving
credit facility. g G & @

— A newly overhauled and strengthened governance
process on charity partnerships and donations

was agreed. @ @
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GOVERNANCE

EXECUTIVE UPDATES

Budget and financial performance

Financial perfarmance was montored by the

Board at every meeting, with deep dives on financial
results announcements, in-year budget and the
three-year plan.

Decisions and s.172 considerations

Management re-forecasts were robustly
scrutnised by the Board. leading to two market
announcements ncreasing profit outiook

guiiance. @ &

The Board debated the Company's cost base,
particularly in light of macroeconomic factors such
as inflation. Discussing the impact on custorners
and partners in terms of pricng and supply
strategy. it was agreed an emphasis on internal

ethcency would reman vt @ @B 5 R @

Balance sheet management
nRBaAa

As the business recovered from Covid, batance
sheet management remained a critical component
in sustainabiuty of the Company's performance,

Decisions and $.172 considerations

The Board considered broad stakeholder support
N agreeing the new £850rm revolving credit faciity,
which was Unked to net zere sustainabitity metncs
L L 2 1]

The declaration of » dividend was debated by

the Board, concluding prioritisation of balance

sheet and debt management during 2021722
remained i the best interest of shareholders
and their long-term returns. P @ 2 &

Invasion of Ukraine

Following the wwasion of Ukraine by Russia,
the Boarg rapidly engaged in crisis disCussions
and closety renitored the unfolding stuation

Decisions and s.172 considerations

— The Board unariurnousty agreed that colleague
welfare was the Company’s rain priority and
encouraged managernent’s plans to support
the humanitarian crisis, @ &

— Detailed discussions took place on the challenges
involved in suspending shiprments to the Turkish
franchisee’s Russan business, and continuing to
supply franchise stores in Ukraine. The Board
continue to receive reguiar updates on how the
confuct 1s impacting our franchise partner,
suppliers, colleagues, charity partners

andnvestors P @ &G
Brexit and Covid-19 BB
Despite the easing of restrictions, the challenges
and opportunities ansing from Cowvid-19, and the
ongomg impact and management of Brexit, remained
reguiar topics in the boardroom durng 2021/22,

Decisions and s.172 considerations

- Deep dive discussions on the markets most
heavily irnpacted by Brexit, mindful of the diversity
of custorner perceptions The Board agreed ways

CULTURE AND ORCGANISATION

to best meel customer and commurity needs,
nstructing that partners with strong local
knowledge should be sought and local sourcing
shouid be engaged wherever possibie

L1l 2 2]

- Regular updates on Covid-19 cases, restrictions
and trading patterns were monitored across ail
rnarkets and sourcing locations. The Board
considered colleague welfare and continuity
risks, nstructing a renewal of contingency
plans for the Castle Donington distribution centre

L L1 22
Third-party brands H B

The Board reviewed brand propoesals and received
progress reports on third-party brand performance
against 3 batanced scarecard, discussiing potential
structuring models, with both short-term and
fong-term objectives, and how they would support
the M&S "ecosystermn”

Decisions and s.172 considerations

- The Board considered how customer and brand
partner gropasitions should be balanced Indomg
s0, directors reviewed the results of Customer
Pulse Surveys and agreed the need to take a
simplified and weit-articulated position to improve
custorner understanding. Agreeing also that a
£lear stance would also support brand partners
to gurate ther own offering @4 & @

Risk appetite HE@AAa

Group-wide risk appetite is set by the Board through o
series of assessments at ndimdual business unit level,
fotlowed by collective Board debate, See pages 45

to 46 For Further information

Decisions and s.172 considerations

Data-related risk was debated, with the Board
concluding to separate risks associated with
customer data versus utitising technology to drive
the digital and data agenda more broadly it was
agreed there would be nio risk appetite in the
former category. @ @9 @ 55

The Board agreed that the global context of the
Clothing & Home supply chan necessitated a separate
risk appetite from that of the Food business. () @ @

Business involvement Group (“BIG™)
HEEma

The Chair of National 8!C was invited to several Board
rmeetings throughout the year, with two "deep dive”

discussions dedicated to colleague engagement
and feedback

Decisions and 172 considerations

— Colleague feedback was considered in relation to
pay reviews, the holiday buy pregramme and the
Save As You Earn share scheme ‘ [ T

- The Board encouraged the plans to modernise
the BIC network and supported agility in
communications between colleagues and
management, @ @

— Inan additional session deditated to the Colleague
Engagement Survey, the Board debated the
themes behind the results, supported the delivery
of consequent action plans, and agreed to focus
on driving rnomenturmn from an inclusion and
diversity perspective. @ €

Taent HHBRABR

Following discussion at the Remuneration Cornmitree,
the Board considered an update on talent acquisition,
development and retent:on.

LEGAL AND GOVERNANCE

Decisions and 5,172 considerations

- The Board supported the Tinternal first™ approach
o growing talent and improving diversity in the
workforce @) 4

~ Changes wt bath current anid potantiat colleagues
priorities were considered, including wellbeing
and flexibility. @ @ €

myHr Kl E E R

I September 2021, M&S launched a new
system designed to put digital at the heart of
peopie activities

Decisions and 5.172 considerations
~ The Board reviewed regular updates leading to
the launch of MyHR and considered feedback from

listerung grouns of € 300 colleagues to simplify
and embed the systemn ) §

Board evaluation

Last year's external evaluator heid regular sessions
with the Board, including an all-Board deep dive,
to rmonitor and review Board effectiveness, as well
as progress with last year's Board action plan.

See page 65 for further information

Decisions and s.172 considerations

Consideration was given to the Colleague
Engagement Survey resutts, in line with the Board's
actjon to ensure that peaple and culture are at the
heart of the Company’s transformation. With the
Board pgreeing it should focus on development

of other senior leadership in addition to ExCo

Board committees

The principal Committee meelings are aligned to
the cadence of the Baard catendar, with the Chair
of each Committee providing the Board with their
latest updates and recormmendations fOr aporoval

Decisions and 5172 considerations

]

The Board debated the Remuneration Committee
recornmendation on an nflationary pay rise
across the Croup, considering cost of living

pressures. (@ G @

Marks and Spencer Group ple

Year-end controls and approvals

After a series of briefings on planning, and following
review and recormmendation from the principal
Committees, the Board considered the year-end
approval matrix.

Decisions and s.}72 considerations

— Detailed sessions on the Full Year Results and
the Annual Report ncluded ngarous debate and
scrutiny on principal risks, investor returns, more
customer-centric messaging, and communicating
colleague recognition. @) @ 6 @&
Shareholder analysis and engagement

The Board reviewed regular updates on analysis of
the M&S share register and reports on the priorities
of institutional investors and proxy voting agencies

Decisions and s.172 considerations

- Consderation was given tonvestors' increased
focus on ESG activities and the Company's
record on plastic was agreed as a focus area
for management. @ @

ACM

Updates on planning for both the practicat and
tegat aspects of the AGM were reviewed by
the Board, followed by post-meeting feedback

Decisions and 5.72 considerations

— The Board rewiewed ptans to reduce the
nermunal value of the Corppany's shares ang
amend its Articles of Association, and supported
the evolution of the digital format as a
method demonstrating improved shareholder
engagement @

Conflicts of interest

Any potenitiat or actuat director canflicts of mterest
are monitofed by the General Counset and Company
Secretary and reported to the Board.

Decisions and s.172 considerations

— A number of external appointrents were
considered by the Board, including Evelyn Bourke's
appaintrment to Adrriral Group, Fiona Dawson's
Kerry Group directorship and Archie Narman's role
at Bndgepaoint In all mstances, it was agreed there
was no evident conflict. @ @



BOARD REVIEW

BOARD EFFECTIVENESS REVIEW:

BOARD REVIEW INSIGHTS

After two years of externally facilitated Board
Effectiveness and Developmental Reviews,
conducted by Gurnek Bains of Clobal Future
Partners ("GFP), it was deterrned this year's
review would be conducted internally and

led by the Chairman, Archie Norman, and
supported by the Generat Counsel & Company
Secretary, Nick Foland. Last year's externally
lacilitated Board Review was detailed in our
2020/21 Annual Report on page 70.

IMPACT OF THE 2021/22 BOARD
ACTION PLAN:

The action plan resulting from last year's review
has been a core foundation of Lhe work
conducted by the Board during this financial
year. Far exarmple, the level, aepth and
frequency of engagement between the Board
and senicr executives significantly increased
both formally and informally, iInctuding via the
ExCo rmentoring programme. This process
clearly built the Board's trust and confidence
In senior management, as it has culminated in
tne promotion of two members of the ExCo
Lo Lhe Board in an cxecutive director capacily;
the appointment ¢f Stuart Machin as CEC and
Katic Bickerstaffe as Co-CEQ Eoin longe atso
had his duties increased.

As evidenced in the ESC Committee’s Report
on pages 70to 77, the Company has worked
hard on buillding capatility and focus across
the organisation in relation to ESG This has
included the reset of Plan A, new net zera
ambitions, and the inclusion of sustainability-
related perfarmance metrics built inta the
Campany’s £850m rovolving credit facility:

Against the backdrop of Covid-19, our people
responded admirably and the Board has
remained focused on ensuring that the culture
and people agenda is at the heart ot the
Company's transformation. This year there has
been a greater focus on individual performance
monitaring, the introguchion of leadership

and management trainings as well as wider
Investment intearning and development across
the organisation. The Board 1s heartened that
after five years, the Company's performance
has produced a Group-wide bonus, half of
which has been deferred for three years

and will be awarded in equity  to further
strengthen the alignment between colleagues
and shareholders

THE PROCESS

The Board and Committee review took the farm
of a senes of structured intervicws conducted
internally and led by the Chairrman, Archie
Norman, and supported by the General Counsel
& Company Sccretary, Nick Folland, with cach
of the non-executive directors and ExCo
members. These inlerviews were conducted

in accordance with the principles of the UK
Corporate Governance Code 2018 and the
supporting Cuidance on Board Effectiveness
These meelings also provided Board members
with the oppartunily to discuss further themes
Lhat hag emerged from iast year's Board action
plan, as well as addressing topics ermerging
from sessions held this year.

Following the interviews, a Board review report
was finalised and circulated to members and
became a discussion tan! for the Board, helping
them to devise the action plan lor the year
ahead. The main points highlighted are
surnmarised below

Board performance

- In general, members were very positive
about the Board and how it funchions, leeling
that there had been noticeable improvement
following the board review programme in
the previous year Members agreed that therc
is 3 good blend of expertise around the table
and a high level of energy.

- The Board felt universally that dialogue s
open and transparent, and that Steve Rowe
and other ExCo members deserved credit
for this
The executive Board mempaors were
considered to be working well with the
Board, contricuting openly and
without defensiveness.

— MNewer Board members had settled inwell
and all Board members haa devoled time
to understanding the business.

Discussing the critical issues and
balancing the agenda

- Board members agreed that meeting
agendas addressed the most important
issues, with a good balance and range of
issues discussed.

— However, lhere was a perceived need for
improverment in the framing of 1ssues for
discussion, a desire for more strategic
discussion, and a desire to close out
returning 1ssues

- Given the high level of Board activity,
Baoard members felt that keeping meeting
schedules tight was a gooa discipline to
force choices and ta prioritise the agenda

Cetting the best out of Board members

- The Board agreed they all had good
opportunities Lo contribute and
that the expertise around the table is
currently appropriate.

There was a high level of respect for people
around the table.

— Allhough discussions were sometimes
considered to be robust, they were also
respectful with a good level of debate.

The level of challenge to management
was viewed as constructive.

— Sornetimes discussion felt time constrained,
with members expressmng a need to
halance more appropriately covering all
Issues aganst examiring them in depth.

It was felt there was a tendency amangst
Lhe exccutive team to present 1ssues already
set qut in Board papers, causing some

minor frustration

Board papers and information

- The Board papers generally contained a
comprehensive overview of business
performance The monthly management
reports especially were open about the
Issues, providing real insight into what the
executive were tackling and what therr
concerns are,

However, members agreed that the framing
of options could be improved, with some
papers presenting a narrative on a subject
and the steps being taken, wathout outlining
the choices clearly It was felt this somelimes
ledl Lo less focused discussion

Chairman

The Charman received feedback

from all Board members on his
performance, as well as on the effectiveness
of the General Counsel & Company
Secretary, with a particular focus on the
onboarding of new directors, and the

Board involvement programme.

- Tho Beard agreed that the Chairman's style
and approach had been appropriate and
necessary 1o drive change during the cntical
first stage of transformation Memmers also
agreed that his style would inevitably evolve
with the leadership changes and with the
differing demands of the next stage
of transformation.

Senior Independent Director {*SID")

Andy Halford was praised for his role

on Lhe Board, with members commenting he
has played an important role in articulating
hard truths, and had been pivotal with new
cirector onboarding.

- There was an awareness that when Andy
leaves the Board and his role as SID by the
end of 2022 he will be leaving a gap and he
will be hard to replace.

2022723 ACTION PLAN:

— Post-pandemic, and with the articipation
of a new executive leadership team in
place, it has been agreed that it is time to
revive the Board's informal engagement
opportunities outside of format Board
meetings, with breakfasts and dinners.

It was also agreed the Board Involvement
Programme shoutd be refreshed, with
the Board expressing a desire to meet in
stores, distribution centres and at Qcado,
to increase the Board's visibility in

the business and to engage fully with 2
wide range of colleagues.

- After an intense period of Board
involvernent and focus on operational
issues, the Board's focus should be
re-oriented on strategic issues,
particularly in the long-terr; with
technology and M&A activity flagged a5
possible areas for discussion. The Board
has agreed to consider future trends
on two or three occasions during the
coming year.

- A kay focus for the Board witl be ensuring
that the customer is at the heart of
all that M&S does, with heightened
attention paid to the M&S brand and
consumer behaviour.

- The Board's compaosition will continue
to be reviewed, but with particular
emphasis this year on the identification
of a successor for Andy Halford as
Senior Independent Director, and on
the Audit Committee.
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GCOVERNANCE

NOMINATION COMMITTEE REPORT

REVIEW OF THE YEAR

Following a peried of non-executive
director changes, the Committee’s
activities in 2021/22 were focused on
ermbedding the newly balanced Board
and preparing for exccutive succession,

Since the outbreak of Covid-19, the pace
of our transformabion has increased
significantly. To support this escalation
with the appropriate skills and expenence,
we have seen a number of non-executive
director appointments over the lasl two
years As such, the Committee focused
ar oversight of a thorough induction for
Fiona Dawson in the early part of Lhis year

As the year progressed, attention turned
to the talent pipeline and in particular,
executive succession planning. As
announced on 10 March 2022, and as

've outlined in my Covernance Overview
on pages 56 to 57, this has culminated

in the appointment of Stuart Machin

as CEO and Katie Bickerstaffe as
Co-CEO on 25 May 2022, following

Steve Rowe standing down as CEO

In addition to their current activities, Stuart
witl be responsible for the day-to-day
leadership of the business and Execulive
Committee, alsc taking on responsibility
for HR and Corporate Communications.
Katte will have a particular focus on
driving the global omni-channel, digitat
and data future for the business.

The Board's executive directors will
continue o include Eoin Tonge, whose
role has also expanded to Croup CFO

& Chief Strategy Officer Eoin's new
responsibilities invoive an enhanced role
in leading the future developmenit of
the business and oversight of Plan A

In making these executive changes,

the Committee appointed and worked
with an independent executive search
firm, which 1s a signatory to the Voluntary
Code of Conduct for Executive Search

66 Marks and Spencer Group plc

CCTHE COMMITTEE'S

Firms. Together, we reviewed the Board
and Executive Cornmittee’s balance

of skills, experience and knowledge
and considered the business immediate
and lenger-term requirements. In
recognition of the progress made
under the current leadership team, as
well as the recent period of boardroom
changes, the Committee agreed thal
the continuity and stability provided
by this new execulive tnNo would be

COMMITTEE ROLE AND MEMBERSHIP

ACTIVITIES WERE

FOCUSED ON EMBEDDING THE NEWLY
BALANCED BOARD AND PREPARING FOR
THE EXECUTIVE TRANSITION. 99

Archie: Nerman, Cheir of the: Nominadion Commitiee

valuable during this next stage of our
transformation, in “Shaping the Future”

These appointments also bring fernale
representation in the Company's

mast senior executive to 33%, and to
45% overall at the Board, supporting
the Committee's ambition to surpass
internal and external divaersity targets.

The Nomination Cammitteg is responsible
for ensuring the composition and structure
of the Board remains effective, balanced and
optimally suited to the Company's strategic
pricrities. In practice this involves overseeing
the nomination, induction, evaluation

and orderly succession of directors.

The Cornmittee also ensures the Group's
governance facilitates the appointment

and developrent of effective management
that can detiver sharehotdeér value over the
long term. The full Terms of Reference

For the Committee can be found at
marksandspencer.com/thecompany.

MEETINGS HELD IN 2021/22

The Committee comprises the non-executive
directors and is chaired by Archie Norman.
Individual meeting attendance and changes
to membershig are displayed in the below
tabte. More information on the skills and
experience of ail Committee members

can be found on pages 60 to 61.

The Committee’s perfarmance was reviewed
as part of the 2021/22 internal Board Review,
which is coverad on page 65.

The review established that the Committee
functions well in terms of planning succession
to Board roles and other senior paositions

Nurnber of Maximum

Member since meetings attended  possible meetings

Archie Narman 1 Sep 2017 7 7
Evelyn Bourke 1 Feb 2021 7 7
Andrew Fisher 1 Dec 2015 7 7
Andy Halford 1 Jan 2013 7 7
Tamara Ingram 1Jun 2020 7 7
Justin King 1 Jan 2019 & 7
Sapna Sood 1 Jun 2020 7 7

Non-executive directors who served on the Committee for part of 2021/22

Fiona Dawson

25 May 2021 a4 5

* Unable tojomn due to prior business comimitrents

Mare information on the Nomination Committee is available in our
full disclosure of compliance with the UK Corporate Covernance Code at

marksandspencercom/thecompany.



DIRECTOR TENURE

In January 2022, Andy Halferd reached
nine years of scrvice on our Board.

Last year, the Committee reporied

thal Andy remained independent, and
would provide a key point of stability
during 2021/22. In light of the executive
changes made at the start of 2022/23,
the Committee has agreed Andy’s

skitls and experience remain vital to the
Board's cormposition during this period
of transition. The Comrnittee has also
discussed his independence in depth
and, in agreemeant with the internal Board
Review (see page 65), we have established
Lhat Andy remains independent in

both character and judgement. He

has no other significant nks 1o the
Company and continucs to make an
effective and valuable contribution.

In line with our succession plans already
in place, Andy steps down as Chair of the
Audit Committee on 7 June, with Evelyn
Bourke replacing him. Andy will remain

a member of the Audit Commuttee and
our Senior Independent Dircctor until he
lecaves the Board by the end of 2022

TALENT MANAGEMENT

CEO SUCCESSION PROCESS

Following the change from the Operating
Commitice into the Executive Committee
("ExC0") in 2020, each Nomination
Commiliee member became a mentor

to a memper of the ExCo. This guidance
has continued and developed during

the year, with particular focus on

broader HR and talent management.

Discussions around the contribution of
talent management to the Company’s
transformaticn have principally taken
place at the Board and Rermuneration
Committee. The Committec supports
the stronger governance controls

and improved succession planning
which has been taking place.

Last year, our review processcs focused
on senior leaders In 2021/22 the review
and developrment of our most senior
individuals progressed, in addition to
new arrangements for the acquisition,
assessment and nurture of Lalent
throughout the entire organisation.

The Commitiee acknowledges the
impeortant role growing talent internatly
plays in M&S’ diversity ambitions, aligning
with the Board's own diversity policy,
which encourages directors to contribute
Lo the development of a diverse range

of future leaders. Internally promoling
talent in our CEQ successionis, we believe,
an important demonstration of our
commitment to talent development.

In light of the Committee’s most recant activities, we have taken Lhe opportunity to provide
an insight into our appraach te succession and induction of cur new CEQ and Co-CEO.

The process is designed to ensure the appointrment of our executive directors is strategic,
orderly and comprehensive Since the new executives have been part of the business for a
number of years, their inductions are prirmarily focused on providing a robust understanding
of their new responsibilities as statutory directors of a premium listed company. However, both
Katie and Stuart will undertake some deep dive mtroductions to areas of the business not
previously under their rermit.

Succession planning Identify and develop

The talent pipeline for all senior The candidates in the pipeline are
roles is prepared, identifying the rnentored by members of the
emergency cover, medium-term Committee. In particular, those
(1-3 years) and longer-term identified for medium- or longer-term
(3-5 years) candidates who meet plans are provided with training and
current business needs. This includes support te aid the Company’s ability
consideration of whather a role can te promote internai candidates, in line
be filled internally, or whether with the Board Diversity Policy.

external search is required.

Appoint

Having considerad the requirements Review of the succession plans for
of the business, it was agreed that the most senior roles takes place
both Stuart and Katie would be periodically. Immediately following
recommended for appointment to notification of an incumbent director’s
the Board as CEQ and Co-CEQ, with upcoming departure, plans are
Eain remaining n place to complete considered and scrutinised in-depth
the executive leadershio trio,and oy the Committee and an executive
with the Ceneral Counsel & Company search firm, taking into account
Secretary tasked with the formalities. the prospective CEC's expertise,

leadership style, and the current
compesition of the Board. This
includes both an assessment
of interpersonal dynarmics and
a skills matrix reflective of the
one on page 68.

The final step is to provide the new directors with a comprehensive
induction. Some of the activities included in Stuart and Katie's
inductions have been:

- Board procedures and -~ Business area deep dives
team dynamics {Ciothing & Home, Food, Stores
& Property, Bank & Services,
Digital & Data, Plan A)

- Store visits, including
renewal stores

- Supply chain depot visit

- Customer services centre wisit

- Listed company matters and
corporate governance

- Directors duties

- Corporate cormmunications
and media fraining

- Shareholder and investor
relations analysis and priefing - {Lastle Donington distribution

- External Auditor introduction centre visit

- National BIG introduction

Annual Report & Financial Statements 2022
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GOVERNANCE

NOMINATION COMMITTEE REPORT

CONTINUED

Badwnced leadership

BOARD

Evidencing effectiveness

Throughout 2020/21 and until the publication of last
year's report, the Company took steps tc enswe, in line
with our Board Diversity Policy (the “Policy™), that Board
appemntments contributed to our Group-wide ambition
of driving inclusion and diversity (1&D") Consolidating
the improving trendline, 2021/22 then focused an
embedding our newest non-executive directors and
harnessing the value of an effective boardroom
dynamic. As director diversity increased, so too did the
frequency of the 1&D agenda as a consideration across
rnany topics at Board level In addition, the Board
Evaluation established the Beard as continuing to
demonstrate effective debate and decision-making,
akey cutcome the Policy seeks to produce

Shaping the Future

Non-

All Board executive

gender director
identity gender
identity

@ Fernale (45%)

@ Male (55%} ® Male (50%)

Figures a5 at publication date.

® Fermale (50%)

Executive
director

gender
identity

® Female (33%) ® Ethnic

® Male (67%)

Board
ethnicity

® White (91%)

minority {9%)

It is our belief, supported by external evidence, that a Board which is diverse in gender, ethnic and social background correlates with a wealth and
diversity of skill, experience and perspective shared in the boardroorm. The Board skills and experience matrix below demonstrates this belief.
The matrix is regularly reviewed to ensure it meets current business needs and was an essential tool in the CEQ succession process. The engaing
consideration of the competencias highlighted in the matrix and, crucially, its alignment with our strategic priorities, has also ensured the Board
15 fully equipped to drive the next stage of the transformation

Skills and B B7 Oy O3 By B3 B7 §F iy B:2 W Mse
experience H: A: B: A HB: H:.:: B: ; B.3: H:: H: H3
B ¢ BH; H; B: B:: B" : Bz B:: B: Ba:

B; g : B: B; Hs: § B B B; Has

: 3 ¢ T: @ B:A@ i B:: B8° B

- 2 * £8 g8

] o S <5

7] B 3 2

-

Archie Norman e
Steve Rowe - ,O
Eoin Tonge hd
[ ]

Andy Halford
Andrew Fisher
Tamara Ingram

Evelyn Bourke

Fiona Dawson

Justin King
Sapna Sood
Stuart Machin

Katie Bickerstaffe
Nick Folland

O Newly appointed O Outgeing 4 General Counsel & Company Secretary

Strategic priorities:
Il M&S Food high-performing business
and market share growth

Qcado transitioring to strong capacity
growth post pandemic reversion
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Clothing & Home on track for a more
profitable model capable of growth

Building store rotation pipeline,
driving exit from legacy stores

International absorbing Brexit
related costs, but embryonic
global strategy encouraging




Expanding goals

in 2020, we met both our interpal target set out
in the Policy and the exlernal target laid out In
the FISE Wornen Leaders Review (farmerly the
Hampton-Alexander Review), ensuring a 33%
fermnale Board. Towards the ena of last year, we
surpassed these goals with the appointrments
of Evelyn Bourke and hiona Dawson, Since Lhan,
we have expanded scope and, in recognition of

executive directors, we have also achieved a
3% fermale executve population In addition,
we are fully compliant with the Parker Review's
target to appoint at weast one Board member
from an elhnic rmincrity background. However,
the Board recognises the importance of all
farms of diversity and remains committed 1o
striving for Turlher progress in Lhis space

the different roles of non-execulive and

EXECUTIVE COMMITTEE

FTSE Women Leaders Review
Target [ R |
Mss R

Target' 33% fermnale Board

Parker Review

Target [
M&S

Target One Board member from an ethnic minorty
background by 2621

Wider leadership

As reported above, the improved gender diversity of
our executive directors has been a positive cutcome

of the CEQ succession. Separately, the balance of

individuals reporting into ExCo members who identify

as fernale has also seen improvement this year. In

recognition of the impartance of the talent pipeling,

we have also outlined the ethnic diversity of senior
leadership below ExCo levei for the first time. We
are pleased to report that our senior ieadership is
representative of the wider organisation, of which

~,

identity

& Female (14%)
® Male (86%)

® Fernale (46%)
@ Male (54%)

12% are from ethnic minority backgrounds. However,

we remain committed to enhancing the quality
of the talent pipeline while driving change

Maore detail on diversity in the wider organisation
can be found on page 27

ExCo ExCo direct
gender reports
identity gender

-~

ExCo
ExCo direct
ethnicity reports
ethnicity
@ Ethnic & Ethnic

minority {14%)
® White (86%)

mmnority {14%)
® White (86%)

Skills and Bz Wy Oy B By H:; B; H? D:; Big My Wsg
experience B B: B B; B’ B::i B H; H;} H;: B: B
2 ] i B: B B: H:: B H: B: Hs: H: Hajg
B ; g ¢ Hy Bg Hst B: B°: @i B: HA:-
H 3 = O - 5 {5 BE B:: 3:3
€ o 3 - 3 ga [
3 aQ 2 ~ =3 ga
] c g < =
B & z5 “5
Steve Rowe Q o 0O o] O 0 Q o) O O
Eoin fonge . ® ® L L L ] * o
Stuart Machin [ ] [ ] [ ] [ ] ® [ ] [ ] [ 4 ]
Katie Bickerstaffe ® ® ® ® ® ® [ [ J
Richard Price [ ] [ ] o [ ] ®
Paul Friston ® [ ] ® ® L J [ ]
Sacha Berendji [ ] ® ® L] L J L J [ ] L ]

O Newly appointecd O Outgoing

QOUR COMMITMENT

Our abjeclive of driving the benefits

of a diverse Board, senior rmanagement

team and wider workforce is underpinned

by the Policy, which can be viewed on our
corporate website at marksandspencer.com/
thecompany

In addition to the above mentioned

commitments to pramote gender diversity,

ethnic diversity and succession planning,

the Policy covers other inClusion initiatves

taking place within the Company whicn are

sponsored and endorsed by Lhe Boara.

LDuring the year, these have included.

- Areset, including budget allocation, for the
seven employee led netwarks on gender,

ethmicity, sexual orientation {LCBTQ+), -
and disabilities and health conditions.

Continued involvernent in the 30% Club,

an organisation committed to increasing
fernale representation on UK boards through
developing our junior leaders This year,
opportunity to join was extended Lo all
under-represented grouns

- The Marks & Start programme, which

cantinues to suppart young people, the
nomeless, lone parents and those with
disabilities in finding work at M&S.

The Kickstart Scherme, through which M&S
provides six month employment contracts
and helps to develop skills in 16-24-yaar-
olds on Universal Credit who are at risk of
long-term unermployment.

Continued active involvemnent in key
campaigns including LGB1GH Pride

celebrations, International Women's Day,
Black History Monlh, National Inclusion Week,
Mental Health Awareness Week and World
International Day of Disability, raising
awareness and our profile as an inclusive
place to work.

- Added our first LGBTQ+ charity partnerstup
to Sparks for our customers and colleagues
to support AKT, a charity supporting LGBTGQ+
young people aged 16-25 1 the UK who are
facing or expenencing homelessness or
living in a hoshile environment.

- Continued to drive and iImprove rnandatory
1&D training across the business, with a
particular focus on line managers.

ﬂ Read more in our Sustanabiity Report
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COVERNANCE

ESG COMMITTEE REPORT

INTRODUCTION

L ast year, we established our
Environmental, Social & CGovernance
("eSGT) Committee Lo provide the business
with rigour, support and challenge on
ESG mat ters. Throughout the course of
2021/22, our prionty has been the
reinvigoration of Plan A - cur multi-year
sustainability programme - ensuring

our leadership position i1s upheld and
sustainability remains al the very heart of
ME&S’ customer proposition. This report
outlines our activities in support of this
aim, and how we have discharged the
responsibilities delegated to the
Cormmittes by the Board.

COMMITTEE ROLE AND MEMBERSHIP

Daoing the right thing by our planet, people
and the places we serve, is a value thal has
been core to M&S culture since its inception.
In recognition of this, the Committec and
Iwould like to thank Steve Rowe for his
consistent leadership inthis regard. He

has ensured this year, as a standing
attendee, that this was forefrant of Lhe
Committee’s minds, and in turn confirmed
sustainability, n particular cimate change,
as a key strategic pillar in the Company's
purpose as it moves through the next
stage of its transformation.

In line with the intention we set last
year, the Commitlee has reviewead the
sustainability strategies of cach of

The Committee is responsible far ensuring
that the Company has an ESG strategy
{"Plan A%} that1s both inspiring and
differentiates M&S from its competitors,
while also remaining fit for purpose.
The Comrmittee will also review the
effectiveness of Plan A, including the
governance arrangernents for ensuring
the succassful delivery of the strategy
and monitoring its overall performance.
In addition, the Committee advises the
Audit Committes on ESC-related risks,
including climate-related issues.

MEETINGS HELD IN 2021/22

The full Terms of Reference far
the Committee can be found at
marksandspencercom/thecompany.

The Committee comprises Tamara Ingram

as Chair and Sapna Sood, with Archie Narman,
Steve Rowe, Eoin Tonge and Nick Foltand
standing attendees at Comrittee meetings.
Individual meeting attendance is displayed in
the table below. More information on the skills
and expernence of Committee members can
be found on pages 0 to 61.

Number of Maximum

Member since meetings attended  possible meetings

Tamara Ingram 16 Dec 2020 6 6

Sapna Sood 16 Dec 2020 6 6
By standing invite

Archie Norman N/A 6 6

Steve Rowe N/A 3] 6

Eoin Tonge N/A 3] 6

Nick Folland N/A & [

70 Marks and Spencer Group ple

« OUR PRIORITY HAS BEEN ENSURING
SUSTAINABILITY REMAINS AT THE HEART
OF M&S’ CUSTOMER PROPOSITION.,,

Tamarn: Ingram, Chair of the Envieoramental,
Srciad & (overnances Commitice

the Group's accountable businesses,
challenging management to ensure

they are relevant to all stakeholders.

This culminated in our resel of Plan A
with a singular focus; to cut our carbon
footprint by one-third by 2025 and to
become a net zero business by 2040, We
have developed a multi-siakeholder plan
spanning custormers, colleagues and
suppliers 1o deliver on this target.

Important progress has been made
with our Plan A reset, which included the
return of our iconic "Look boehind the
Label” campaign to engage custorners
in the stories ehind our responsibly
sourced, everyday products, from coffee
to cotton. We have also introduced now
propositions including our partnership
with Hirestreet (the clothing hiring
business), and our Sparking Change
Challenge encouraging custormers to
live more sustainably by reducing food
wasle and exploring more plant-based
protein, Bringing customers along on
our sustainability journey is and will
increasingly become vital; to ensure,
alongside our own sustainability efforts,
we are positively influencing the
sustainability of our wider community
This approach will be necessary for

us to achieve our Scope 3 net zero
emissions targefs.

The Committec has been conscious
this year that unless we hold curselves
accountable against our actions plans
and targets, our efforis to reset Plan A
will ultimately become futile. Embedding
sustainabiuty throughout the business,
ensunng all decisions are aligned to
Plan A, strenglhening our governance
to manage climate-related risks and
opportunities, and monitoring progress
with our net zero target, have all
therefore been key areas of focus for
the Committee



We reccgnise we must never be
coemplacent. The world is unpredictable,
complex and changing fast. As a
consequence, the Committee will
continue to challenge the business
proactively to tackle relevant
sustainability topics, climate-related
risks and opportunities, respond to
stakeholder expectations, and cnsure
the business has appropriate controls in
place to meet our Plan Alargets.

WHAT WAS ON THE COMMITTEE'S
AGENDA 2021/22

The Commitlee’s time during the year
wdas devoted Lo the following interlocking
key areas of focus:

— Strategy
— Embedding
— Controls

Strategy

The Committee received updates from
the Exceutive Committee (“ExCo’) on

the sustainability strategies for the Food,
Clothing & Home and Internationat
businesses, as well as the common
themes across the Group on climate
change, cormnmunity, human rights and
ethical trading. ExCo and senior lecadership
were challenged to develop those
strategies with a focus on key customer
concerns, our market position on
sustainability and upcoming regulatory
issucs. These reviews concluded with the
reset of Plan A, under a unifying Group
commilment to be a net zero business
{including Scope 3) by 2040. As an interim
but meaningful step, we have also made a
public commitment to cut our carbon
footprint by one-third by 2025 and the
teams across the business have been
tasked with developing operational

plans to deliver against this.

The Committee was also presented
with “deep dives” on the following areas,
to aid its thinking and development of
sustainability objectives:

— Customer insights on sustainability
concerns and perception of M&8S’
sustainabilly performance.

— M&S markel position on sustainability.
— Climate change.

— Animal welfare,

— Plastics.

— Community investment,

Embedding

The Committee has emphasised during
the year the importance of creating and
embedding a sustainability culture within
the business, to ensure all decision-
making is aligned with Plan A objectives.

As such, and to promote Lthe atignment

of Plan A with investment and financing
decisions, the Committee reviewed,
advised on and supported the proposal to
link a new £850m revolving credit facility
to the delivery of net zero targets. Further
detail can be found on page 74.

The Comrittee also considerad
atigning collcague mindset with

Plan A by incorporating sustainability
objectives n performance-related pay,
recommending that the Remuncration
Committee investigate this further,
More information is given on page 76.

Controls

In addition to reviewing and advising

the Audit Committee on ESG risks and
opportunities {further detail on page 76),
the Comrmittee has challenged the
business to improve its controls on
ESG-related reporting and Plan A
progress. At the Cammiltee’s direction
to enhance accountability, the business
now compiles and tracks progress

with metrics spanning all ESG activities.
Progress with the net zero rcadmap is
also overseen via a new Plan A (Net Zerc}
Steering Croup, providing the Committee
with assurance that progress is
consistently monitored.

Qutside In - Rolling programme

The Commiltee has been keen to hear
from as many significant veices in the
sustainability world as possible. As such,
it has heard from a host of external
speakers and will continue this practice
in the coming year:

— CEO of a leading consurmer goods
business, on embedding sustainability
through contrels and culiure, and the
market’s response.

— Chief Sustainability Officer of a
global fashion company, on the
importance of innovation, supplier
relationships, transparency through
global supply chains, and changing
consumer sentiment

— A scientific adviser on animat welfare,
farming subsidies, agricultural
autormation, and labour shortages.

ESG COMMITTEE
EFFECTIVENESS REVIEW

The Committee’s performance was
reviewed as part of the 2021/22 internal
Board Evaluation, which is covered on
page 65. The Committee also proactively
discussed its own effectiveness and
progress against objectives in its first
full year of operation

The review found that the Committee
was considered to be operating wetl The
frequency of mectings, while more often
than the Board's other sub-committees,
was nof considared ovorly oncrous given
the need to maintain momentum with
the Commitlee’s objectives. it is felt that
having the Committee meet frequently
and providing teadership is having a
positive and galvanising effect on the
business while we are trying to embed
sustainabilty more deeply

JINVNUIAOQD

The level of challenge provided by
the Committee to management was
deemed appropriate, and Committec
members alse felt the guality of input
from external guest speakers was
valuable. The Committee agreed that
a key focus for next year would be
enhancing cuslomer communication
of our Plan A practices.

2022/23 action plan:

— DRermonstrate visible change to
customers and colleagues aligned to
our Plan A objectives, on customer
focus peints such as carrier bags,
hangers and plastic packaging.

— Agree strategies for sustainability focus
areas, including on Community, Circular
Fashion and Low Impact Farming.

— Review our exisling strateges
on Human Rights, Health and
Animal Welfare.

— Monitor delivery against our net
zero targets, ensuring accountable
businesses have targets integraled
into their three-year plans.

— Strengthen ESC skills and talent
across the business.
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ESG COMMITTEE REPORT

CONTINUED

Task Forces on (limate-related Fnanciad Disclocures report

INTRODUCTION

This repart sets out our clirmate-related financiat disclasures, which M&S betieves dernanstrate our atignment to the Task Force on Climate-related
Financial Disclosures {TCFD) recommendations. For ease, an index table of page references for our TCFD-aligned disclosures can be found on page 77

Marks and Spencer Group pic has cornplied with the reguirements of LR 98 6R by including climate-related financial disclosures consistent with the TCFD
recommendations and recommended disclosures, Further detailed information ¢an be found in our Sustainability Report, 2 supplement to cur Annuat
Report which enables the Croup to provide more detailed and comprehensive reporting of our cimate sirategy and progress against our Pian A metrics in
alignment with the TCFD recormmendations and recommended disclosures. The Sustainability Report was published on 7 June 2022 and 1s avaitable at
corporate.marksandspencer.com/sustainabilityreport2022.

15 set out pelow:

202172022 Actions

Update

In aur report last year, we set oul the achions reguired for us Lo disclose fully against all [CFD recommengations Our progress agamst this plan

Publish the delivery roadmap to
underpin our new net zero ambition
with clear targets across each of
the three scopes.

Continue to track our performance
against the baseline.

Qur Scope 1 and 2 greenhouse gas ermissions c
Crecenhouse Cas Protocol and can be found on page 75 This year we have chosen lo disclose
our Scope 3 ermissions, recognising thal our abiity to track Scope 3 emissians (s still very
nrmited dde to the complexity of measurerenl Improvement in Scope 3 emissions
measurement has been identified as a clear enabler to delivenng our strategy

Conduct scenario analysis.

Publish the climate-related risks
and opportunities over the short,
medium and lang term.

Property - sce page 74

ontinue Lo be tracked in line wilth the

In Sepiember we relaunched our Plan A sustamability programme, supported by a detaled
roadmap which identifies Lhe immediate poonty areas Lhat we must focus on now as we make
aur journey towards aet zero.

This disciosure articulates how we have considered tne cimate related nisks ana cpportunities e
wo Face, aver the sharl (=3 years), medium (3-10 years), ana long term (=10 yoars)

STRATEGY AND RISK MANAGEMENT

Since its launch in 2007 Plan A, our
sustainabiity prograrmme, has underpinned
the resilience of our organisation’s strategy,
ensuring that we are managing the
environmental and etical risks and
opportunities we face as a business, including
climate-related issues. In September 2021,
aur Exacutive Committee and the Board's ESG
Committee reset Plan A to focus exclusively
on our new Group goal of being a net zero
business by 204G, integrating this ambition
into our core strategic planning processes,
budgeting and commercial strategy. Led by
the CEQ, over the course of 2021 the Executive
Committee reviewed and updated the
sustainahility strategies of the Group and
accountable businasses. An independent
expert review was commissioned to identify
the most material sustainability issues for our
business and assess our performance relative
to competitors. This review highlighted the
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importance of climate change as an issue
for multtiple stakeholders and for the M&S
business over the short, medium and long
term, and led to the inclusion of climate
change as a standalone emerging risk in last
year's Annual Report. Our response to TCFD
Last year explored this emerging risk and
identified the need to better understand
the transitional and physical risks and
opportunities we face as a business.

As we have further developec our
understanding of our climate-related risks
and opportunities, we have moved ciimate
change from an emerging risk and have
disclased “Clmate change and environmental
responsibility” as an evolution of the previously
disclosed *Sccial, ethical and environmental
respaonsibility” principal risk to emphasise the
importance of climate-related issues, and
acknowledge our short term requirement

ta deliver rapid decarbonisation by 2025

in line with the identification of this principal
risk, each of our accourtable businesses and
key functional areas have considered risks
relating to climate change, and more broadly
the delivery of our net zero commitment, as
part of the Group risk management pracess,
This has atlowed the businesses to consider
now climate-related issues may impact their
strategy both in the short term and beyond,
and therefore to implerment the required
controls to manage these.

Further integration of climate change nto
our risk management process, as a principal
risk, has increased the visibility of how the
businesses are decarborusing their activines.
This approach has also provided broader
oversight through the risk reviews taking place
at business leadership and executive team
level, as well as to the Audit Committee
through Group risk reporting. More
information on our nsk management process
can be found on page 45, which includes

the consideration of climate-related risks.



TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

Climate risks and opportunities

The below table provides a high-level summary of the risks and opportunities we have identified over the short, medium and long term across the
business, and the potential impacts these could have,

Policy and regulatory
landscape

O®O

Current and future policies and regulations could impact the financial performance of our business and affect cur ability
to trade. Governments, including the UK's, are expected to introduce carbon pricing mechanisms to cul emissions in

line with targets set out in the Paris Agreement. Policies that contral the production and use of raw materials could
increase costs of key commadities in our supply chain.

Technological
changes

®O

To achieve the targets set out in the Paris Agreement, new technologies will be required to support a low-carbon
future. A number of these technological changes could also be driven by regulation For M&S, these could include the

requirement to move away from internal combustion engine vehicles and to move to low-carbon refrigeration systems.

Changing consumer
preferences

®

Qur continued success as a business is reliant on our ability to adapt and meet the changing expectations and needs
of our custormers. As public awareness of climate change grows, consumers are seeking more sustainable product
choices, embracing plant-based alternatives, and choosing reusable packaging options.

IADINYNHIAOCD

tmpact of extreme
weather on raw
material supply chain

We are reliant on raw materials as ingredients in cur food and fibres in our clothing and home products. Extreme weather
and the effects of changing temperature and precipitation can impact the growth of raw materials such as cotton and
produce. Any impact in supply could increase the cost of raw materials.

Risk key () short term () Medium term (D Long term

Building on these risks and opportunities, we
believe it is highly likely that facters such as
the cost of carbon and sustainatle consumer
cheice will become the norm. it is therefore
imperative that we act now to be ahead of the
curve and manage the impact of these risks
and opportunities, so we can deliver long-
term, sustainable, profitable growth for our

investors, colleagues and wider communities,
and avoid material financial risk in the future.

OUR ROADMAP TOWARDS NET ZERO

Our agreed Group goal, developed in response
to the long term climate-related regulatory
pressures we face, is to be a net zero business
across our entire supply chain and products by
2040, 10 years ahezd of the UK Covernment's
strategy. To support this, we have set a
medium-term target (2030), aligned to the
Paris Agreement.

To be on track te meet this target, we know
that rapsd decarbonisation of our entire
business is essential to ensure we mitigate
medium-term risks such as carbon pricing in
high emissions activities. in the short term, we
have set cursetves an interim goal of reducing
ermissions by almost 2 million tonnes by 2025
and have set out a detailed roadmap outlining
the immediate pricrities we will focus on as we
make our journey towards net zero.

Benamce, theat i o lan ©

i,
-
€0
Fa
Zero emissions property
Deliver a more efficient
store estate.

g

Reduce and racycle
packaging
- 100% of packaging to
e recyclabte by 2025
- 30% reduction in votume
of plasti food packaging
by 2027.

OUR BASELINE

5.7mtonnes

of carbon emitted in 2016/17

- 'tTEN IMMEDIATE PRIORITY AREAS FOR TRANSFORMATION ]-— - |

Peduced waste and emiscions

@

Reduce food waste
- 100% of edible surplus to
be redistributed by 7025
- Food waste reduced by 50%
by 2030,

o 1B

Zero emissions transport
Mowving to low-carbon Logistics
with reduced dependency on
diesel and increased use of new
technotogies and cleaner fuels.
Contributing ta cross-industry
action through collaboration

34% reduction

in carbon emissions
versus our bassline

Chaege driven in collaboration with cupplies partaees, WMM\AMW}

©

Suppliers and busifess
partners on net zero journey
Lookng beyond our own
operations to spark change andg
support decarbonising across cur
full value chain.

Sy
Low-impact farming
We support our farmers to
enable them to grow low carbon,

responsible food, use fewer
pesticides, enhance their soil,
protact natural rasources and

drive innovation

2020

TARGET

55% reduction

in carbon emissions
versus our baseline

Incraasing the range
of plant-based protein
Double the sales of vegan and

&

Zero deforestation
- 100% of soy to be sourced
from verified deforestation and
conversian-free regions by 2025/26.

vegetanan products by 2024,
- 100% segregated responsibly
sourced palm oil by 2025/26.

Circular Y inabl, ing
Enhancing our clothes 100% verified recycted
recycling scheme with polyester by 2025/26.

newincentives for
Sparks members.

2035
TARGET

Net zero

across our
own business
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The 10 workstreams identified i our roadmap
towards net zero cover emissions reductions in
our property estate and logistics netwaork, as
well as sourcing lower impact raw rnaterials for
our progducts and engaging suppliers and
business partners to reduce emissions from
their own operations. As an own brand retaller,
we are uniguely positioned to influence
upstream to effect change with our

£850m Sustainabii

trusted supplier partners, and downstream to
incentivise changes in custormer behaviour
thanks to the urigue relationships we have.

our three-year financial planning process by,
for example, including the capital expenditure
required to manage the impact of our
chimate-related risks in our operations and the
profit impact from climate-linked products
and services. As part of our broader financial
strategy, we have also launched our first
sustainability-linked loan facility.

To support our net zero ambition, we are
resetting our investrment approach to ensure
Plan A sits at the very centre of investment
decisions. We have begun to integrate the
climate-related risks and opporturities into

In December, we agreea a new L850m Revolving Credit Faciuty, directly Uinked to the delivery of net
zero targets Under the terms of our new facuity, which will run to June 2026, we will benefil from a
lower interest rate for delvery against four metrics thal deliberately focus on matenal ermissions

linked loun facidity

hotspots aligning 1o our roadmap towards net zero, and areas of customer concern. These cover 2ero
deforestalion, sustainaole fipre sourcing, packaging reduction and reducing our property emissions

We have engaged Deloitte to undertake an ISAE 3000/3401 limited assurance engagement in respect
of M&S reported information aligned to the metrics associated with our Revowing Creait Facility

You can read more from our Group Treasurer on our corporate website corporate.marksandspencer.
com/stories/blog/driving-net-zero-with-our-first-sustainability-linked-loan-facility

Quantitative scenario analysis

We are clear on the importance of
understanding climate risks and opportunities
over the short, medium and long term.
Recegnising climate-related risks and
opportunities is an emerging area but critical
issue, we complimented our existing risk
management process outlined on page 45
with a bespoke scenario analysis to assess
potential iImplications of climate- related

risks in the medium term

2030 reflects a medium-term timeframe for
climate risks and opportunities to emerge,
whilst also allowing for the integration of risk
rnanagement into our business planning
cycles. We chose a narrow scope for our
quantitative scenario anatysis, focusing on
animal protein, cotton and UK property. These
areas were selected following a materiality
assessrment which considered both the
potential climate-related impact and the
impact on financial performance to M&S,
whilst ensuring fair and balanced reporting
across the accountable businesses.

Exposure was determined based on
percentage of profit, percentage of total
consumption and tatal emissions, Our analysis
looked at the impact of two plausible future
states - average global temperature increaseas
of 15°C andg 4°C due to climate change by
2100. The transition and physical risks
identified are outlined in the table on page 75
(impact in 2030},

For the purpose of this rnisk assessment and
analysis, we have assumed that M&S™ business
activities remain static, that we do not innovate
or mitigate the impacts or change our
sourcing strategy; and increases in costs are
absorbed by M&S. This is a worst-case scenario
approach, focusing on the risk exposure in
these areas. Qur financial modetling has not
included quantitative analysis of opportunities,
however, these are considered qualitatively

in our mitigating strategies.
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What dees a 1.5 scenanio losk ikt

A low carbon transition scenanc (Krown as transition «iskj focuses on the rapid policy.
regulatory, technologicai and rmarket changes that will be required by 2030 to restrict
ernISsicns to a tevel which Lrrrits guobat warming ta 1 5°C, Examiples of the types of changes
include the applicatiaon of carbon pricing schames in both advanced and crmerging
economies to reduce emMissions aCross various sectors, and an INCreasing awareness

witnin society on climate change resulting in a change in Ufestyle choices and habits

Based on tne climate rnis«s and opoarturities outuned on page 73, we have dentified the
expecled introduction of carbon pricing mecnanisms to cut ermissions in Line wilh targets set
out in the Pars Agreement as the greatest risk we face 10 the medium term This s also a
tramsition risk that 1s suitable for quantitative scenario analysis, as we have quantifiable data
which is linked to detated measures set out by the UK Cumate Change Cornmittee required
to delver UK emissions net zero by 2050, We have therefore focused our scenaro analysis on
the impact of a carbon tax on the three scopce areas.

What does a4 () sotnario look like?

The physical climate impact scenario (kaown as ohysical risk) assumes imited policy or
reguiatory support for ermission reduction, leading to a world with mcreasing physical climate
change impacts The scenario showcases a fulure world where there are gradual, chronic
changes in temperature and preciptalion patterns, as well as maore frequent and intense
extreme weather evenlts

We have undertaken our scenario analysis on the following risk areas, focusing on the maost
matena! ris«s for which curmate data from credibe sources is availlable.

— Chronic cumate change  ¢hanges in temperature and precioitation
— kxtreme weather events ~ floods, droughts, heatwaves and cold waves

Whitst it is clear that the impact of risks
under a 1.5°C and 4*C scenario could happen
simultaneously, for the purposes of our
scenario analysis we have assumed them to
be mutuslly exclusive. This year we have
chosen to disclose our impact gualitatively.
Moving forward, we want to expand our
quantitative scenaric analysis to other areas
of the business, and consider tonger-term
horizons to help us continue to build a better
picture of the climate-related risks and
oppaortunities facing M&S.

As we expand our scenario analysis to
develop a more detailed understanding

of the financial risk on our business, we will
share the guantitative impact.



TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

To ensure the resilience of our organisational strategy across these different climate-related scenarios, our ptans for mitigation highlighted in our
guantitative scenario analysis are integrated within Plan A and delivered via our roadmap workstreams {see page 73). The outcomes of the scenano
analysis were then embedded in the risk registers of our varicus businesses, via the risk owners. OQur mitigating strategies outlined on the right-hand
side of the table below are four of the 10 workstreams identified in the roadmap. More detaits of the ongoing progress within these workstreams can

be found in our Sustainability Report under the relevant headings

Impact in 2030

Business
area

Transition risk

Scope {1.5°C scenario)

Physical risk
{4°C scenario)”

Impact of elimate risks on our
organisation’s financial performance

Net Zero Workstream mitigating

strategies to ensure resilience

In 2030, the highest financial risk arises
from modelled transition risk, not modelled
physical nsk’

UK and Ireland Carbon tax
sourced beef, onagricultural
lamb, pork, emissions (to

Protein

Extrerne weather
events and
chronic climate

Beef has the largest cost impact due
to the high carbon emissions associated
with its production.

® io

Low-impact farming —
to reduce agricultural

Brmissions

f:-:i:.en an‘;j . the farm-gate) change |n?pacf Increasing our range
¥ products onagricultura of plant-based protein -
production to encourage plant-based
diets for our customers
Cotton Globally Carbon tax on Extreme weather Costimpacts from manufacturing -@' Warking with supplier
sourced agricultural events and ermissions are higher than agricuitural M and business partners on
raw material  (seed to chronic climate  emissions, as manufacturing is a more net zero journey -

used in gur
clothing

farm-gate) and
rnanufacturing

change impact
on agricultural

carbon intensive process. The financial
exposure is greatest on cotton scurced

Sustainable Apparel Coalition
- to support partners to

FINYNHIAQD

(all steps production and manufactured in India and China, reduce emissions in
in cotton due to our reliance on cotton products manufacturing
production) from these countries.
ernissions
M LTeTIadV UK Property  Carbon tax on Flood rigk The financial impact may manifest itself in =~ |34, Zero emissions property —
Estate Scope 1 and 2 an increased cost of compliance, 2@: Our Scope 1 and 2

greenhouse gas emissions
-to reduce Scope 1
and 2 emissions

emissions

*  Financial exposure from physical nisk analysis ta 2030 1s low and therefore not considered as part of the rmitigating strategies outlined sbove. Moving forward we will consider
fonger-term hornzons when assessing physical risks.

METRICS AND TARGETS

Our net zero ambition builds on our absolute
science-based target, aligned £o the UN
ambition to limit global warming to 1.5°C.
Behind this ambition is a roadmap with

clear milestones:

« 2025 target - 34% reduction in carboen

Greenhouse gas emissions

Cur Scope 1 and 2 carbon emissions, reported in line with the Creenhouse Gas Protocol are
outlined in the chart below. These are assured by DNV Business Assurance Services UK Limited —
more information can be found in the Sustainability Report independent Assurance Statement.

M&S operational emissions {Scope 1 and 2}

ernissions versus our baseting'. 700000
- 2030 target — 55% reduction in carbon 600000 Base year for our net zero
BrNissions versus our baseline. ' reset required by SBTi™
— 2035 target — Net zero across our own 500,000 —_—
business. '
- 2040 target — Net zero across our entire 400000
value supply chain.
To achieve these targets, our roadmap 300,000
includes 10 key warkstreams outlining the
immediate priorities we will focus on as we 200000
make on our journey towards net zero. These
workstreams are at differing levels of maturity. 100000
Those mare mature workstrearmns have targets '
(see rcadmap on page 73) with asseciated 0
metrics to measure performance. The Orignal 2012 2013 2014 2015 2016 2017 2038 2019 2030 2021 2022

rernaining workstreams have more formative
goals. Performance against these metrics, and
updates on the remaining workstreams can be
found in cur Sustanapility Report under the
relevant headings.

1. Our baselineis 57 rmytlion tonnes of carbon emitted
in 20162017

taseline”™ i

10-year performance snapshot
® Location based @ Market based

* Pleaze note, in accordzance with GHC protocol guidelines, and nthe absence of appropriate renewable sourcing in
QU 2015-16 reporling year and prior, our location-based emissions were equal to markel-based emissions.
Sigmificant reductions In market-based performance in 20i 7 is primarily due to the procurement of renewabie
elecicity All figures represent, scope | and 2 date only 50 as to present a fan and like-for-like trend for companson

™ Qur original baseline was 2006/07 This has been used consistantly as our baseline year inannuat Plan A
performance reports Following the reset of Plan &, our base year is now ?C16/17 This is used for Gur Science
Based Target submission and witl be used for our subrmissions to the Carbon Disclosure Project (CDP)
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METRICS AND TARGETS CONTINUED

“Il

Scope 3
emissions
2016/2017

5.5 million
tonnes CO.e

& Sourcing ® Cperations
& Manufacturing & Franchise
& Packading @ Investments

In addition to Scope 1 and 2 ermissions, we

have chosen to disclose the Scope 3 emissions
that farm the basis of our science-based farget.
Moving forward, this basetine will be used to
track the emissions reduction that form our
rapid decarbonisation plan to reduce our
footprint by 34% by 2025.

Integrating sustainability
metrics in remuneration

During the year, the ESC Committee
recommended the inclusion of a sustainabitity-
related metric into perforrmance share

plan awards should be investigated. The
Rernuneration Cormmittee considered this,
instructing a review of feastoility with input
from our rernuneration advisers, PwC,

on the market position. More information

on the outcome of this is providea in the
Remuneration Committee Report on page 88.

Streamtlined energy and carbon reporting

Energy and transport fuel consumed

Greenhouse gas ("GHG") emissions

Last year This year Last year
This year 2020/ 2021422 (000 2020/21
2021/22 (GWrhj {GuWhy* % Change tonnesj (000 tonnes)™ % Change
UK Operations 1132 1072 6%  Oirectemissions Scope ) L NOR. L AL
international Operations 25 18 35%  of which UK & RO R .
Group 1,157 1,091 6% indirect emissions from
purchased electricity (Scope 2) 140 141 -1%
“ Energy consumption (GWh) For 2020/21 has been re-stated toaccount for a . ) T T e e e T
historical reporuing error that has been identfied, concerming reported energy from _OF_Wh_'Ch__U K_& _RQ,.L 124 129 A%
diesel fuel Consumption of diesel fuel has been reported accurately in litres, with Total gross iocation-based
fuelcards being used to collect data, A convarsion factor used to calculate anergy method Scope 142
{Gwh) from fuel consumption (utres) has previousty been applied incorrectly, and as s P
such, the energy reported last year has beenre-stated. The conversion factor used CHG emissions _ 4 298 5%
to calcul;te greenhouse gas emissions (1CO.e) from diesel fuel consumption (Ltres) of which UK & ROI 296 285 A%
was appiied corractly and reported as such - -
In 2021/22 operations were not impacted by national lockdowns in S:';;::ﬁgﬂ:y per 1,000 sq ft 16 15 6%
the way they had been in 2020721 As a result, energy and fuel
consumption increased this year, as compared to the previous year, by Pracured renewable energy 1 120 3%
6%, re_turning to similar tevels of consumption as seenin 201 8120 (+4%). Total gross market-based
Location-based Scope 1 and 2 greenhouse gas emissions have gone method Scape 1+2
up in line with the increase in energy consurmption, but also reflecting a GHG emissions 199 177 7%
. i .
reported increase in emissions from refrigerant leakage, as maintenance of whieh UK & ROE 77 165 P

of refrigerant systems and top-ups resumed this year following
Covid-related disruption last year. Market-based Scope 1 and 2
emissions have increased by a smaller amount, due to a greater portion
of electricty being purchased via a green tariff. Measures taken to

improve energy efficiency throughout this year have included the
installation of LED lighting in our International divisian, introduction
of IS0 500D in pur Clothing and Home warehouses and improved

metering in UK and RO properties.
GOVERNANCE

~* CHC emissions (000 tCO?e) for 2020/21 have been restated to account for the
Motherwell warehouse coming into MES' boundary of operational controfin 2021722,
since operations began at tne site during 2020

The Board has ultimate responsibility for both
risk management and ESG matters, including
those risks and opportunities related to
climate change. Responsibilities in relation

to ESG matters are discharged to the ESC
Committee. Responsibilities in relation ta risk
management are discharged to the Audit
Committee Board members are on both of
these Committees. The CEO is accountable
for the delivery of the Company's ESC
programme including chimate change.
Clirnate change and the delivery of our net
zero goal are 3 strategic pnority as outined
in the ESG Commuttee Report {page 70)

Executive accountability for overseeing

the structure of the Group’s overall risk
management framework sits with the CFQ,
supported by the Group Risk team At a
management levetl, the leadership tearms of

e Marks and $pencer Group plc

the business areas (Food, Clothing & Home,
International, Retail & Property and Bank &
Services) are responsibte for their business' risk
register, and for managing and resourcing
mitigating activities.

ESG risks, including those climate change
risks identified via our TCFD scenario analysis,
are considered as part of the business risk
register. The Executive Committee members
are individuatty responsible for reviewing and
confirming risks in their own areas, with the
executive directors reviewing the entirety of
the principal risks at the half year and year
end, providing the Audit Committee with
assurance that significant risks are
appropriatety monitored and managed.

As required by the UK Corporate Governance
Code, the Audit Committee is fasked with

ensuring the effectiveness of the risk
management process, as well as confirming
that the principal risks and uncertainties of
the business are appropriately addressed

The Audit Cornmittee review the principal risks
twice a year, of which cimate change and
enviranimental responsioitity is one. la addition
to this, as part of our governance and
non-financial control arrangerments, the ESG
Committee have oversight of our climate
change and anvironmental responsibility
principal risk and continue to suppart the risk
rmanagement process by reviewing and
providing the Audit Committee with
recommendations on all ESG-related risks,
mcluding ctimate change. Further detais on
the Group’s overall risk management process
and governance are available on page 45.
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Following confirmation of our Group goal, we our Generat Counsel & Company Secretary, suitable considerations are included within
set up a Plan A [Net Zerg) Steering Group to who are responsible for Plan A, The Group the financial ptanning cycle. The Steering
rmobilise action across the business Inline with  meets bi-monthly to drive progress along our Group updates the ESG Committee,

the roadmap towards net zero. roadmap and workstreams, ensuring that a sub-committee of the Board, on a quarterty

targets are delivered to mitigate our climate basis on progress against our nel zero targets.
risks, including those identified in our scenaric
analysis. The Steering Croup also ensures

This Steenng Group is formed of business
representatives across the leadership team
and sponsared by the CFQ and Nick Folland,

Board - Ultimate responsibility for both Risk Management and ESC matters,
including those risks and opportunities related to climate change.

Audit Committee - ESC Committee

- Responsible for ensuning the effectiveness of the — Responsible for ensuning the Company's £5G strategy
risk management process, and confirming that the remains fit for purpose, and plans are in place and
principal risks and uncertamties of Lhe business are reporled on.
appropriately addressed — Advises Lhe Audit Commitlee on ESC related risks and

— Roviews the principal risks twice a year, of which opportunities, including climate-related issues.

Clirnate change and environmental responsitility 1s one

Executive Committee

— The CEO s accountable for the delivery of the Company's ESG programme including climate change.

— The Executive Commitlee members are individually responsible for reviewing and canlirming risks in their own areas,
In¢luding climate risks,

Plan A (Net Zero) Steering Group

Group Risk Management

- Responsible for implementing the Croup risk management - Responsible for driving progress along our Net Zero
process, through which the busincss manages climate Workstreams, which mitigate cur climate risks
related risks — Updates the ESC Committee on a guarterly basis on
— See nsk management process and governance overview progress against targets.
on page 15. — Ensures net zero strategy considerations are included

within financial planning cycles

Business and Functional Leadership Teams

£
— Regponsible for their business’ risk register, and for N
managing and resourcing rmitigating activities. INDEX
— Responsible for ensuring climate related risks are Section {as per TCFD
considerad as part of the business risk register. recommendations)  Page
1a Page 76 and 77
L] Page 76 and 77
2a Page 73,74 and 75
[ONS WE WILL TAKE IN 2022/23 b Page 73, 74 and 75
2c Page 72, 74 and 75
3a Page 72
3b Page 72 {Risk Management
Section - page 45)
ke Page 72 {Risk Management
Section — page 45)
4a Page 75 and 76
Sustainability Report
4b Page 75 and 76
Ac Page 73, 75 and 76
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AUDIT COMMITTEE REPORT

INTRODUCTION

As Charr of the Audit Cormnmittee

(Lhe *Committee™, | am pleased to present
roy ninth and final report. These pages
oulline how the Committee discharged
the responsibilities delegated toat by

the Board over the course of the vear
ended 2 April 2022, and the key topics

it considered in doing so

During the year, the Committec's core
duties remained unchanged and the
usual cadence of activitias relating to
risk, assurance and inlernal controls
remamed in place. While many immediate
challenges arising from Covid-19 and
Brexit had dominated the prior year, the
backdrop of this year continued to be
characterised by change and uncertainty.
In particular, navigating the risks
associated with macroeconomic factors
were key cormponents of discussion in
every arez of Lhe business, including the
Russian invasicn of Ukraine in the latter
part of the financial year Detail on our
risk ritigating activities can be found on
pages 49 ta 54

The Committee cantinued its work to
strengthen non-financial controls and
governance arrangaments includmg:
updating and improving policies, metrics
and assurance processes to ensure
complance with gur Code of Conduct;
refreshing accountabilities of the
Financial Services Compliance Monitoring
Committes to enhance oversight of
duties relating to M&S Bank and Services;
and driving progress with business unit
level improvernents Lo risk reporting

and monitoring.

78 Marks and Spencer Group plc

The Committec fulfils a vital role in

the Company’s governance frarnowork,
providing valuable independent challenge
and oversight across all financial reporting
and internal coptrol procedures.
Ultimately, it ensures our shareholders’
intcrests are protected, the Company's
accelerated transformation s supported
and long-term value is created,

As referenced in the Chairman's Overview
and the Nomination Commuittee Report,

| have served as a non-executive director
of M&S and chaired this Cormmmittee

for nine years | am therefore stepping
down as Chair of the Committec on

COMMITTEE MEMBERSHIP

< THIS YEAR CONTINUED TO BE
CHARACTERISED BY CHANGE AND
UNCERTAINTY. NAVICATING THE RISKS
ASSOCIATED WITH MACROECONOMIC
FACTORS WERE KEY COMPONENTS
OF DISCUSSION. »

Fndy Houlford, Chais of they Audity Committce

7 June and, having ensured a smooth
transition, will retire from the Board and
as a Committec member by the end

of 2022

Evelyn Bourke will take over as Chair of
the Audit Committee, bringing a wealth of
knowledge from a varicty of financial and
risk-related leadership roles, including at
the Bank of Iretand, Admiral and AJ Bell

I leave the Committec in good hands.

INDEPENDENCE AND EXPERIENCE

The Committee solely cornprises independent
non-executive directors. Detailed information
on the expanence, qualifications and skillsets
of all Committee members can be found

on pages 60 ta 61,

MEETINGS HELD IN 2021/22

The Board has confirmed that it is satisfied all
Committee members possess an appropriate
level of independence and retevant financial
and commercial experience across various
industries, including the retal sector.

The Board has also confirmed that it is
satisfied both Andy Halford and Evelyn
Bourke possess recent and relevant

financial experience.

The Committae held five meetings during the
year, with members of seriior management
invited to attend and to present as and when
specialist technical knowledge was required,
The Committee met without management
present before a number of meetings. It alsco
met privately with the lead audit partners,
and separately with the Head of internal
Audit & Risk, after a number of meetings.

It is important for the Committee Chair to
understand fully any topics of cancern to
facilitate meaningful dialogue during
Compmittee meetings.

To support him in fulfilling this role dunng
the year, Andy Halford met requiarly,ona
one-to-one basis, with the CEQ and CFQO,
the Director of Group Finarice, the Head of
Internal Audit & Risk, members of senior
management and the lead audit partner
from Deloitte.

More information about the Audit
Committee is available in our full
disclosure of compliance with the
UK Corporate Governance Code at
marksandspencer.com/thecompany.

Number of Maximum

Member since meetings d 4 ing

Evetyn Bourke 1 Feb 2021 5 5
Andy Halford 1.Jan 2013 5 5
Justin King 4 Nov 2012 5 5




WHAT WAS ON THE COMMITTEE'S AGENDA IN 2021/22

CORE DUTIES

The Committee undertook the following core
activities during the year:

- Monitored the integrity of the anrual and
interim financial statements and any formal
announcements relating to the Company's
financial performance, with a focus on
reviewing the significant financial reporting
policies and judgements within them.

— Rewviewed internal controls and risk
management processes particularly in the
context of challenges posed by Cowvid-19
and Brexit.

- Reviewed the Board's approach to assessing
the Company’s long-term viability.

- Debated and agreed changas to the
principal risks.

— Maintamned the relationship with the
external auditor, including monitoring
their independence and effectiveness.

— Reviewed the effectivéness of the
Company's whistleblowing, fraud, gifts
ang hospitality procedures,

- Reviewed and approved the Company's
staternent of compliance with the Groceries
Supply Code of Practice (‘GSCOP™).

— Assessed whether the Annual Report,
taken as a whole, was fair, balanced and
understandable.

— Reviewed the offectiveness and
independence of the internal Audit &
Risk function.

— Reviewed relevant financial and ctimate-
related scenario analysis, identifying
future climate risks andg cpportunities
with the support of the Environmental,
Social & Governance ('ESG") Committee,
for the purpose of aligning with the
recomrnendations from the Task Force on
Climate-related Financial Disclosures ("TCFD").

INTERNAL CONTROLS FRAMEWORK

The Committee received updates on internat
control matters from the (nternal Audit tearn
at each reeting, as part of its key duty

to review the Company’s internal controi
processes. This regular monitering of the
internal control framework ensured timety
identification of issues and formal tracking of
remediation plans.

instances where the effectiveness of internal
controls were deemed ta be insufficient
were discussed during the year, either by the
Audit Committee or the full Board, and the
resulting impravement plans were monitored
by the Committee.

In particular, the Coemmittee debated M&S
response and approach to the BEIS white
paper on restoring trust in audit and corporate
governance. Whilst our dap analysis indicated
the business would be in a strong position

to comply with each of the potential
requirements, it was agreed that steps should
be taken Lo strengthen the Company's
internal control environment, regardless of the
outcome of the BEIS proposals. The progress
of the Centrol Strategy delivery plan was

then monitored by the Committee.

Risk and control updates

In line with the Group Risk Policy, our
accountable businesses and key functions
remain responsible for managing and reporting
their risks, as well as maintaining their internal
control environment. The output of these
activities is reviewed by the Audit Committee
through annual updates provided directly by
rmanagement, and summarised below.
External audit

The Committee also noted the internal controt
findings highlighted in the external auditor's
report and confirmed that it is satisfied there
is no material misstaternent and that relevant
actions are being taken to resalve any control
matters raised.

MANAGEMENT UPDATES

The Committee received detailed updates
from one or more business areas at each of its
meetings. Each update ncluded a review of
the risk register, noting progress made to
implement key mitigating actions, emerging
risks being monitored and outstanding actions
from Internal Audit reviews completed.
Management has also confirmed how it
continues to maintain key control and
assurance activities. These presentatons are
scheduled on a rolling 12-rmonth basis, with
additional matters identified by Internal Audit
added throughout the year as they anse.

Retail, Property and
Business Continuity

~ Evaluated the plans to rotate the store
estate, considering risks retating to
inftationary pressures on renewal costs,
sustainabitity factors, and the potential
need to expand human resources to
maintain and acceterate pace. The
accounting treatrnent of the store
programme was also debated and agreed
with the external auditors.

— Monitored results and agreed actions from
business continuity exercises and assurance
reviews which had taken place giobally.
Assessment areas included disaster
recovery plans at distribution centres and
the manufacturing and sourcing modet

Clothing & Home

— Evaluated the risks arsing frorm delivery of
Plan A commitments in light of the scale
and complexity af the net zero challenge,
and risks arising from the introduction of
third-party brandgs. Considered and agreed
controls to manage these and other
changes, including creation of a new
Finance role.

~ Discussed post-Covid customer behaviour
and uncertainties arising from inflationary
pressures in raw material, labour and freight.

— Monitored compliance in the supply
chain with emphasis on modern slavery,
child tabour, chemicals and product
safety regulations, including a return to
in-person audits.

— Evaluated the mitigating actions presented

Food

— Reviewed and assessed risks relating to
Ocado Retail, from the launch of new
products an the platform through to
financial and strategic impacts of the
joint venture.

— Considered GSCOP compliance, agreed on
additional training for suppliers and monitored
the supply chain transformation risk.

~ Discussed and agreed stronger controls
and process adherence in food product
development and food safety.

International

-~ Monitored risks arising from
macroeconomic conditions, including
delivering growth in priority markets,
end-to-end supply chain and brand
inveslment by franchise partners.
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by management against Brexit and differing
responses to Covid-19 in local jurisdictions.

Bank & Services

- Considered the regulatory responsibilities
and risks associateq with having cornmercial
partners operating uncer the M&S brand.

- Examined updates from the Financial
Services Compliance Monitoring
Committee, including an annual review
of the framewcrk and accountabilities,

Digital & Data

- Discussed risk appetite and ethics around
data use.

— Assessed cyber security risk and instigated
a review of existing insurance policies. Later
in the year, the Cormmittee evaluated the
potential security impact of the invasion of
Ukraine and reviewed actions to manage the
increased threat.

~ Monitored the technology transformation and
discussed key areas of risk incluging availtable
talent resource, quarterly investment
assessments, cloud migration and compliance
with payment data standards.

HR

- Considered the launch of the MyHR
syskterm and recommended a project
implementation review with regards to
colleague onboarding, particutarly during
the Company’s peak-trading period.
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AUDIT COMMITTEE EFFECTIVENESS REVIEW

The Comrnittee’s performance was
reviewed as part of the 2021/22 internally
facilitated Board Evaluation, which is
covered on page 65.

The review found that the Committee
functions effectively, with strong
leadership from Andy Halford. Issues are
dealt with in a thoughtful, clear and
rigorous manner. Feedback on the level
of challenge and quality of updatles
provided by the Cormmittee Lo the
Board was positive.

The Committee was cansidered to be
operating well in terms of meeling
structure. There is an awareness and
acceptance that the demands on
memibers time are significant but
necessary. The remit and duties of the
Committec were considered correct,
particutarly with its expanded oversight of
risk, with a greater focus on non-financial
controls and cyber threal, both of which
are only cxpected Lo increase. The range
of assurance provided to the Board by the

Commitlee was deemed appropriate, and
its inleractions with the ESG Commitiee
were considercd to be working well. It was
agreed more work was required to tackte
business actions, structurat issues, and
topics that frequently reappear onthe
Committee’s agenda

The Commitiee made good progress on
the 2021/22 action plan, particularly in
relation to increasing the focus on
technology, with risk reporting and
compliance monitoring becoming
embedded into the business in a more
robust way. The Company’s business units
are becoming more acccuntable for risk
management, but further work is required
in this area to continue to improve,

2022/23 ACTION PLAN:

— Support the transition of the
Cornmittee Chair, and related
Cammittee composition.

— Prepare for the next external audit
tender, and Partner rotation the
following year.

— Review the effectiveness of Lhe Internal
Audit function and its activilies,

~ Continug review of the CGroup's conlrols
framework as well as monitoring the
implications of the BEIS Restoring Trust
in Audit and Corporate Covernance
reforms when they are published.

— Continue to push lhe accountability
agenda for risk reporting at a business
unit level

— Continue to assess what improvernents
are required in the Company's
information security, systems and
technology

- Dnive and encourage management 1o
tackle structural or reoccurning risk and
issuec areas.

FAIR, BALANCED AND UNDERSTANDABLE

At the request of the Board, the
Committee has considered whoether,

in its opinion, the 2027 Annual Report &
Financial Statements are fair, balanced
and underslandable, and whether they
provide the information necessary for
sharcholders 1o assess the Croup's
pasition and performance, business
model and strategy

The structure of the Annual Report
focuses strongly on Lhe key sirategic
rnessages in the Strategic Report. It was
therefore important for the Commilteo
to ensure these messages are fairty
summarnised and lead to the overall
transparency of the disclosures made
throughout the report, which it knows
stakeholders find useful, and 1hat the
messages prosented by the business are
both clear and reflective of the Company
as a whole.

The Cormmitiee receved a full draft of
the report and provided feedback on i,
highlighting the areas that would benefit
frorn further clarity The draft report
was then armended to incorporate this
feedback ahead of final approval.

When forming its opinion, the Committee
reflected on the information it had
received and its discussions

throughaout the year in particutar,

the Committee considered:
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IS THE REPORT FAIR?

— Is the whole story presented and has
any sensitive material been omitted
that should have been included?

— s the narrative in the reporting on the
business performance in the frant of
the report consistent with that used
for the financial reporting in the
financial staterments?

- 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?

tS THE REPCRT BALANCED?

— Is there a good level of consistency
betweon the narrative reporiing in
the front and the financiat reporting
n the back of the report, and does
the messaging presented within each
part remain consistent when one 1S
read independently of the other?

— I5 the Annual Report property
considered a document for
shareholders?

— Are the statutory and adjusted
rmeasures explained clearly with
appropriate prominence?

- Are the key judgements referred
to in the narrative reporting and the
significant issues reported in this
Audit Commitles Report consistent
with the disclosures of key estimation
uncertainties and critical judgements
set out in the financial statements?

— How do the significant issucs identified
compare with the risks that Deloitte
plans to include in its report?

1S THE REPORT UNDERSTANDABLE?

- |5 there a clear and understandable
framework to the report?

— Areihéimportant messages
highlighted appropniately throughout
the document?

— Iz the layout clear with good Unkage
throughout in a manner that reflects
the whole story?

CONCLUSION

Following its review, the Committee
was of the opinion that the 2022
Annual Report & Financial Statements
are representative of the year

and present a fair, balanced and
understandahle overview, providing
the necessary information for
shareholders to assess the Group’s
position, perfermance, business model
and strategy.



SIGNIFICANT ISSUES

The Audit Committee has assessed
whether suitable accounting policies
have been adopted and whether
management has made appropriate
judgements and estimates.

Throughout the year, the Finance team

has worked lu ensure that the pusiness

is transparcnt and provides the required
level of disclosure regarding significant
issues considered by the Cornmittee in
relation to the financial statements, as well
as how these issucs were addressed, while
being mindful of matters that may be
business-sensitive.

This section outlines the main areas of
judgement that have been considered by
the Committee to cnsure that appropriate
rigour has been applied. All accounting
policies can be foundin note 1 to 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

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 ems in
accordance with the Group accounting
policy. This policy states Lhat adjustments
are only made to reperted profit before
tax where income and charges are
significant in value and/or nature. The
Committee received detailed reports from
managernent outlining the judgements
applied in relation to the disclosure of
adjusting itemns. In the current year,
rmanagernent has included in this
category: the implementation and
execution of strategic programmes;
directly attributable gains resulting from
the Covid-19 pandemic; impairments,
impalirment reversals and write-offs of
the carrying value cf stores and other
property charges,; Ocade Retail Limited
related charges,; the reduction in M&S
Bank charges incurred in relation to the
insurance mis-selling provision; and
franchise restructuring charges.

€ see note 5 on pl43.

PROPERTY MATTERS (INCLUDING
ASSET WRITE-OFFS, ONEROUS
LEASE CHARGES AND USEFUL
ECONOMIC LIVES)

The Committee has considered the
assessments made in relation to the
accounting associated with the Group’s
UK slore estate strategy. The Committee
received detailed reports from
management outlining the accounting
treatment of the relevant charges and
reversals, including impairrnent,
accelerated depreciation, dilapidations,
redundancy and onercus lease costs
(including void pericds) The Commitiee
has reviewed the basis for the key
assumptions used in the estimation of
charges/roversals (most notably in relation
to the cosls associated with property exit/
sub-let costs, the sale proceeds expected
to ke recovered on exit, where relevant,
and the cash flows to be generated by
each cash-gencrating unit in the pericd to
closure). The Committee has challenged
management and is satisfied that the
assumptions made are appropriate.

The Cornrmitlee Is also satisfied that
appropriate costs and associated
provisions have been recognised in

the current financial year.

€ Scenotes 1,5, 15 and 22 on pl30, p143,
D164 and pi 75 respectively

IMPAIRMENT OF GOODWILL,
BRANDS, AND TANGIBLE AND
INTANGIBLE ASSETS

The Committee has considered the
assessments made in relation to the
impairment and impairment reversals

of goodwill, brands, and tangible and
intangible fixed assets, including land

and buildings, store assets and software
assets The Cormmittee received detailed
reports from management cutlining the
treatment of impairments and reversals,
valuation methodology, the basis for

key assumptions (eg. discount rate and
long-term growlh rate) and the key drivers
of the cash flow forecasts. The Commitice
has challenged managernent and is
satisfied that these are appropriate.

The Committec has alse understood Lhe
sensitivity analysis used by managemont
In its review of impairments and reversals,
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 Comrnittee is
satisfied that appropriate impairments

and reversals of tangible and intangible

assets have been recognised.

© Scenotes 1,5, 14 and 15 on p130, p143
and p157-159 respectively.

INVENTORY VALUATION
AND PROVISIONING

As a direct result of the restrictions on
non-essential retail imposed inresponse
to the Covid-19 pandemic, the Group's
ability to sell through existing Clothing &
Home stock was deerncd to be
significantly impacted, and additicnal
Clothing & Home invenlory provisioning
was required at the end of 2019/20.
However, strong trade has allowed the
Group to continue to sell much higher
volumes of stock than assumed versus
the Covid-19 scenario on which the
provision was created. As a result and
supported by the vaccines and removal
of Covid-19 restrictions, a net credit has
been recorded. After taking intc account
this release, the Covid-related inventaory
provisions recorded in the 2019/20
financial statements have now been
fully released and inventory provisioning
methodology has returned to
pre-pandemic methedology.

incremental provisions rermain in place
enly in relation to Lhe provisicn against
excess stow-moving versonal protective
equipment, committed te during the peak
of the first Cowvid-19 lockdown and
incurred directly in response to the
Covid-19 pandemic.

The Committee considered the Group's
current provisioning policy, the impacl

of expected future expectations of
sell-through impacting the recoverability
of the cost of inventories held at the
balance sheet date and the nature and
condition of current inventory When
calculating inventory provisions, the
Group has considered the nature and
condition of inventory, as well as applying
assumptions around future trade. The
Committee has concluded that such are
appropriate. The assumptions have been
disclosed in the financial statements

@ Seenotes 1 and 5 on pl30 and pl43
respectively.
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SIGNIFICANT \SSUES CONTINUED

GOING CONCERN AND
VIABILITY STATEMENT

The Committee has reviewed the Croup's
assessment of viabilily over a peried
greater than 12 months, In assessing
viability, the Committec has considered
the Crowy's position presented in the
approved budget and three-year plan.

In the context of the current challenging
environment as a result of Covid-19, the
unfolding humanitarian crisis folowing the
invasion of Ukraine, a severe but plausible
downside scenario was applied to the
plan This included assumptions such as a
sustained economic recession, increased
costs and an inability for the Croup to
execute the transformation plan. The
Committee has concluded that these
assumptions are appropriate

The Committee has also reviewed the
Group’'s reverse stress test thal was
applied to the rmodel The Committee

has reviewed Lhis with management

and is satisfied that this iz appropnate in
supporting the Croup as a Going Concern.

In addition, the Cormrmitiee receved
regular updates on the steps taken by
management regarding liquidity, including
the successful renegoliation of its
revolving credif facility, which is sef to run
until June 2025, and replaces the facility
which was due to mature in April 2023

The Committee is satisfied that these
mcasures have reduced liquidity risk.

° Sec nole 1 onpl30

RETIREMENT BENEFITS

Following the significant increase inthe
pension surplus during the year, the
Committee has reviewed the actuarial
assumptions, such as discount rate,
inflation rate, expected return of schermne
assets and mortality, which determine
the pension cost and the UK defined
benefit scherne valuation, and has
concluded that they arc appropriate.
The assumptions have been disclosed
in the financial staternents.

© secrote 11 onplag

82 Marks and Spercer Group plc

REVENUE RECOGNITION IN
RELATION TO REFUNDS, GIFT
CARDS AND LOYALTY SCHEMES

Revenua accruals for sales returns and
deferred income in relation to loyalty
scherne redernptions and gift card and
credit voucher redemptions are estimated
based on histoncal returns and
redemptions. The Committee has
considered the basis of these accruals,
along with the analysis of historical returns
and redemption rates and has agrecd with
the judgernents reached by management.

o See note 19 on pi6e3

SUPPLIER INCOME

The Committee is satisTied that this
continues Lo be momitored closely by
managerment and controls are n place
to ensure appropriate recognition in the
correct periad. The {inancial statements
include specific disclosures in relation to
the accounting policy and of the effect
of supplier income on certain balance
sheel accounts.

Q Scenote | on pl30.
VALUATION OF MARKS AND

SPENCER GROUP PLC COMPANY
ONLY INVESTMENT

Marks and Spencer Craup plec holds
investments in Croup companies which
are reviewed annually Tor impairment
Management has prepared an impairment
review based on estimated value i use
of the Croup. An impairment charge has
beon recorded {sec note C6 Investments
on page 188). The Commitlec has
reviewed management papers outlining
the key assumptions used in calculating
the value inuse and is satisfied that these
arc appropriate.



EXTERNAL AUDITOR

TENURE

Deloitte was appointed by shareholders
as the Group’s statutory auditor in 2014
following a formal tender process. The
lead audit partner, Richard Muschamp,
has been in post since the start of

the 2419720 audit. The external audit
contract will be put out to tender at
least every 10 years. The Committee
considers that it would be appropriate
to conduct an external audit tender

by no later than 2024.

The Commitice recormmends that
Deloitte be reappointed as the Company’s
slatutory auditor for the 2022/23 financial
year. L believes the independence and
objectivily of the external auditor and
lhe effectiveness of the audit process

arc safeguarded and remain strong.

The Company is in compliance with the
requirements of the Statutory Audit
Services for Large Companies Market
Investigation (Mandatory Usc of
Competitive Tender Processes and Audit
Committee Responsibilties) Order 2014
and the Corporate Covernance Code.
There are no contractual obligattons 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 Committeg, which
involves the Committee’s own views,

as well as providing opportunity

to comment, via completion of a
guestionnaire, from a targeted group that
have regular interactions with the external
auditor. The targeted group include: the
Chief Financial Cfficer, Director of Group
Finance, the four Finance Directors for
Clothing & Home, Food, International and
Retail & Property, the Head of Investor
Relations, the Group Financial Controller
and Head of Finance Business Sorvices.

The Committee was provided with a
summary of the responses received
from rmanagement 1o assist with its
own considerations.

Feedback from the target groups was
overall positive 1t was agreed Lhdl

the audit team had continued to be
responsive and cocperative and had again
dermonstrated flexibility and adaptability
in working with management day-to-day
to overcome the challenges faced
throughoul the year as restrictions on
working from home began to Lift. The
audit partners continue to have a good
understanding of cur business. Early
engagement throughout the year on
key accounting judgements continues to
be appreciated and allows a number of
iterns to be addressed in advance of the
year end.

A cormmaon theme reflected a desire for
more focus on planning and
communicalion during certain aspects
of the audit cycle with opportunities for
imegrovement available, as well as more
engagement, including insights, outside
of the peak year-end pericd.

NON-AUDIT FEES

To safeguard the independence

and objectivity of the external auditor,
the Committee has put in place a
robust auditor engagement policy
which it reviews annually. The policy

is disclosed on our website at
marksandspencercom/thecompany.

The Commitlee is satisfied that the
Company was compliant during the year
with bolh the UK Corporate Governance
Code and the Financial Reporting
Council’s Ethical and Auditing Standards
in respect of the scope and maximum
permilted tevel of fees incurred for
non-audit services provided by Deloitte.
Where non-audit work is performed by
Deloitle, both the Company and Deloitte
ensurc adherence to robust processes to
prevent the chjectivity 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 Committec for
pricr consideration and approval. For
non-audit work where fees were below
£50,000, approval was vbtained trom
the Chiel Financial Officer and the Audit
Committee notified of all work falling
within this threshold. Further details
on nan-audit services provided by
Deloitte can be found in note 4 to the
financial statlements

ADNVYNHIACD

The non-audit fees to audit fees ratio for
the financial year ended 2 April 2022 was
0.09:1, compared with the previous year’s
ratic of 0.081. The majority of the £0.2m

in non-audit fees paid in total to Deloitte
during 2021/22 was incurred for assurance
services provided during the year. These
comprised fees in respect of the Hall Year
review, turnover cortificates and ESC
assurance. It is normal practice for such
assurance services to be provided by the
Company’s statutory auditor

No additional recurring or one-off
non-audit services were provided during
the year.

In addition, the Committee reviewed and
approved the audit fee for the year,
rmaking sure any fee increase was
understood and reascnabte.
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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
impilements appropriate internal
controls. The Group’s risk management
systems are designed to support the
business in actively managing risk to
achieve business objectives, and can
only provide reascnable and not
absolute assurance against material
misstatement or loss. These systems are
also designed to be sufficiently agile

to respond to changes in circumstances,
such as the evolution of Covid-19,
EU-UK border regulations and more
recently managing the implications of
Russia’s invasion of Ukraine.

o Sce pA7 54 of the Strategic Report for
maore inforrmation on our principal risks
and uncertantics.

The key features of the Group's internal

controland risk management systemns thal

underpin the accuracy and reliability of
financial reporting include clearly defined
lines of accountability and delegation of
authority, the Croup's Code of Conduct, and
policies and procedures that cover financiat
planning and reporting, preparing
consolidated accounts, capital expenditure,

project governance and information security.

SOURCES OF ASSURANCE

The Board has delegated respoensibitity
for reviewing the effectiveness of the
Croup’s systems of internat controt to the
Audit Commitiee, which includes {inancial,
operational and compliance controls

and risk management systems. The
Committec is supported by a numboer of
sources of internal assurance from within
the Group to complete these reviews

1. Internal Audit

The Group's primary source of internat
assurance is delivery of the Internat Audit
Plan, which is structured to align with the
Croup’'s stralegic priorities and key risks
and is developed by Internal Audit with
input from management. The plan has
been reviewed periodically throughaut
the year to confirm it remains relevant for
new and emerging circumstances, both
internal and external, The findings and
actions from internal Audit reviews are
agreed with the relevant business area,
comrmunicated to the Audit Committee
and tracked through to completion,

The waork completed by Internat Audit durtng
the yvear focused on key risks including
corporate cornphance and responsiility,
information security, our property estate
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and new legal and regulatory reguirements,
like Natashas Law and TCFD.

2. Management updates and risk
deep dives

As part of the Committec’s annual calendar,
it receives updates on risk management,
whistleblowing and fraud, and the maturity
of control and assurance activities from
individuz business areas and functions.
These updates are complemented by
Internal Audit's independent audits
performed within thesc areas.

3. Functional assurance

Abroad range of assurance activity

has been designed and deplayed across
the business to target key risk areas, such
as ethical sourcing responsibilities, food
safety and fire, healih and safety. White
reparting lines for these activities are
directly 1o business areas, the processes
and controls of these functions are
periodically tested by Internal Audit and
discussed with the Audit Committee,

4. Operational oversight

Senior management forums and
committees provide oversight and
challenge on key risk areas within
individual business areas, cross-business
programmes and activities, such as
business continuity, fire, health and
safety, ESG responsibilities, fraud risk

management, property eslate, technology
and other areas of change. The output
from these discussions forms part of

the cyclical updaies provided o the

Audit Committee.

GOVERNANCE

The Group was compliant throughout

the year with the provisions of the UK
Corporate Governance Code retating

to internat controls and the Financial
Reporting Council's revised Cuidance on
Audit Committees and Gudance on Risk
Management, Internal Control and Related
Financial and Business Reporting.

The Committee has considered the controls
findings raiscd in the independent auditor’s
report on pages 113 {0 123 No other
significant failings or weaknesses were
identified during the Cormmittee’s revicw in
respect of the year ended 2 Aprit 2022 and
up to the date of this Annual Report

Where the Committee has identified areas
requinng Improvement, processas are in
place Lo ensure that the necessary action
is taken and that progress s monitored.

Further details of these processes
can be found within our full
disclosure of compliance with the

UK Corporate Covernance Code at
marksandspencer.com/thecompany

INTERNAL ASSURANCE FRAMEWORK

Source of information

Frequency/nature of reparting

Internal — Internal Augit Pian
Audit - Regular reports egainst Plan
- Follow up af remediation

other rreguiarity

Papers submitted on a range of

Management issuos ncluding
updates and  SEEEIEEHRRPEISTIY
risk deep ~ Bribery
dives - Code of Conduct

— GSCOP

— Financial control
—~ Business contnuty

— Risk deep dves from individual pusiness

areas and functions

Functional audit activines
undertaken, incluang’

- Food satety and integrity
— Ethical auaits

— Jraaing safeiy and legally

Functional
assurance

— Updates on fraug, whistleblowing and
- Ad hoc engagerent with the business

IN reSpONSE Lo new/ernerging risks or
majar incidents - eg Cowd-19/Brext

Formal updates
presented to the
Committee at
each meeting.
Updates to the
Audit Committee
Chair as required.

Formal updates
presented to the
Committee annuatly
and as needed.

Audit

Committee

Updates provided to
the Committee

as part of annual
business updates
where appropriate
and as requested.

Comoliance Mortoring Camrit tee
Fire, Heath & Safety Cormmittees
Customer & Brana Protection
Committee

Business Contmuty Committee
Business Unit Operaling Reviews

Updates presented
to the Committee
annually and

as needed.

Operational
oversight




REMUNERATION

REMUNERATION

In thiz section

REMUNERATION

ANNUAL REPORT ON
REMUNERATION

INTRODUCTION

On behalf of the Board, | am pleased to
present our 2021/22 Remuneration Report.

The Remuneralion Report provides a
comprehensive picture of the structure
and scale of our remuneration framework
and its alignment with the business
strategy and the rest of the workforce.
It also detaits decisions made by the
Committee as a resull of business
performance for this year and the
intended arrangements for 2022/23,
including the appointment of Stuart
Machin as Chief Executive Officer {CEQ)
and Katle Bickerstaffe as Co-Chief
Executive Officer.

CONTEXT OF BUSINESS
PERFORMANCE

As anticipated in last year’s report, the
Committee fecused much of its activities

"OVERVIEW

during the year, on ensuring M&S’ pay
frameworks and practices support M&S’
fundamental values of farness where
colleagues across the business are
appropriately recaognised and rewarded
for hard work and financial results. The
Committee ensures that any payments
made do not reward failure” or poor
performance; and targets set are
challenging yet motivational. Any
discussion involving executive director
incentive payments considers the
appropriateness of the payment in the
context of the shareholder experience,
Lhe general heaith of the business as
well as pay outcomes cxperienced by
colleagues across the business.

Based on the strong financial
performance of M&S during the year,
with PBT of £522.9m, the maximum
payment opportunily under the corporate
financial performance element of the
Annual Bonus Scheme (ABS) was
triggered (see page 97). This will be the
first bonus payment made to colleagues
or executives since 2017, This above-
maximum profit performance was
delivered through a mix of strong Food
sales growth, an improving margin

mix and the perforrmance of the new
Ocado and Costa channels, together with
3.8% sales growth in Clothing & Home,
significant improvements in the online
offer and fulfilment together with
improved profitability, cash conversion
and net debt Further dectail on these
and other aspects of the business’s
performance over the last year is
explained earlier in this annual report.

As oxplained later in this Remuneration
Report (see page 97 and 10Q),

the Committee was mindful of this
performance when discussing and
approving incentive cutcomes, especially
when considering the uncertainty

of performance caused by gtobal

macro events.

“ THE COMMITTEE ENSURES THE
PAY FRAMEWORK APPROPRIATELY
RECOGNISES AND REWARDS HARD
WORK AND FINANCIAL PERFORMANCE ”

Ardrew Ficker, Chair of the: Remuneeation Commitize

JONYNYIAQD

BOARD CHANGES

On 10 March we announced that after
nearly 40 years of loyal service to M&5,
Steve Rowe would be stepping down from
his role as the CEC on 25 May, a role he
has held for the last six years. He will cease
full-time ernployrment with the business
at the conclusion of the Annual General
Meeting (ACM) on 5 July. In view of his
wisdorm and formidak:le knowledge of

the business, Steve has agrecd to remain
as an adviser to the new leadership for

up to 12 months. | would like to take this
opportunity to extend my personal
thanks to Steve for his unwavering
dedication and comnmitrment to M&S,

its colleagues and the Board.

When setting Steve's exit arrangements,
the Remuneration Policy provided an
effective and clear framework, while also
providing appropriate levels of flexibility
for the application of discretion by the
Rermuneration Committee. Final pay
arrangements for Steve are outlined

on page 104 of this report.

During his tenure, Steve oversaw far-
reaching changes in organisaticnal
structure and management, leaving
behind & very strong leadership team.

As a result of robust succession planning,
the Board was delighted to be able to
select Steve’s successors from within

the existing leadership team, which not
only demonstrates strong internal talent
development but also provides for
stability and continuity as we move to the
rnext stage of our transformation journey

I warmly welcome Stuart Machin and

Katie Bickerstaffe to the Board as CEC and
Co-Chief Executive Officer respectively
with effect from 25 May 2022, and | look
forward o working more closely with both
of them in their new roles.

As detailed on page 61, both Stuart

and Katie are outstanding leaders

with very strong track records and
experience of lcading businesses through
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transformative change. The Board is
confident in therr ability (o Lake M&S
through the next stage of transformation.
The Board s also cognisant that our
leadership structure is unusual so it has
ensured clear accountabitily of roles
between Stuart and Katie, Stuart has
responsibility for day-to-day leadership
of the business and the Executive
Committee. He continues to have
oversight of our Food business, as well as
Operations, Praperty, Store Development
and Technology, and has taken on
responsibility for HR and Corporate
Communications. Upon appointrment,
Stuart will receive an annual salary of
£800,000 Katie has responsibility for
Clothing & Home, MS2, International and
Financial Services. She also has a
particular focus on driving the global
omni-charnnel, data and digital future of
the business. Upon appointment, Katie
will receive an annual salary of £750,000,
reflecting her different work pattern. Both
Stuart and Katie continue to be entitled to
pension arrangements on the same terms
as all colleagues and will be eligible to
participate in the ABS and Performance
Share Plan (PSP) on the same basis as all
executive directors, There was careful
deliberation when setting the pay
arrangements for Stuart and Katie, during
which a number of factors were taken into
consideration, including therr different

work patterns, their expenence and skill
and the responsibitities of each, as well as
exiernal market factors.

In a2ddition o his finance responsibilities,
Eoin Tonge has taken on an enhanced role
in leading the future development of the
business strategy and oversight of Plan A,
pecoming our Croup CFQ & Chief Strategy
Officer with eoffect frorm 25 May 2022 We
believe the accountabilitics of his new role
go significantly beyond those normally
assodiated with the CFO position In light
of this, Eoin's salary will increase to
£660,000 from 25 May in recognition of
his increased responsibilities, inclusive of
any salary review for 2022/23.

Future Board salaries are confirmed on page
96, and furlher details of the contractual
provisions for executive directors will be
summarised in the Directors’ Remuneration
Report N next year's Annual Report &
Fimancial Staterments

SINGLE FIGURE AND INCENTIVE
SCHEME OQUTCOMES

As shownin the iable on page 95,

the total single figure (or the executive
directors is higher than prior year. This can
be wholly attributed to the outcome of
the ABS as no bonus was paid last year.

As in previous years, the 2021/22 ABS
remained focused on restoring the

business to profitable growth with
performance focused on Croup Profit
Before Tax before adjusting iterns (PBT)
(70%) and individual rmeasures set against
key areas of delivery of the transfarmation
{30%). Individual performanice was
measured independently of PBT
performance, but no individuat element
could be earned until a threshold level

of PBT was achieved

ft was wilh caulious optimism that we
welcomed the 2021722 financial results,
recognising this as an indication of not
only strong underlying performance in
a very challenging climate, but also the
impact of the successful transformation
1o date. The PBT outlurn of £5229m
was above the maximum financial target,
meaning the financial element of the
bonus was achieved in fuill and the
individual measures could pay cut to
the extent that executive directors
achieved between target and stretch
performance against their stretching
personal objectives.

The Committee careflully reviewed the
achievernent of the individual objectives
set at the beginning of the year Lo align
with the strategic prionities to fulfilits
remit and enable transparent disclosure to
shareholders. Full disclosure can be seen
on page 97, but the Commitlee nctedin
particular the step change in Clothing &

STRATEGIC ALIGNMENT OF REMUNERATION FRAMEWORK WITH KPIS

KPI/Strategic priority

As measured by Share Plan (PSP}

Anrual Bonus
Scheme {ABS}

Perfarmance

KPi Adjusted earnings per share (EPS)
- Financial
@ See KPIs Return on capital employed (ROCE) results
onp3s Croup PBT before adjusting items (PBT)
Strategic M&S Food high-performing business and market share growth
priority  (5c5do transitioning to strong capacity growth post pandernic reversion i
9 See - - bio of th Achievement
Strategic CLgthmg & Home on‘ trad_< for.a mo-re\prof:table model capable of growth against
priorities Building store rotation pipeline driving exit from legacy stores N ohjectives
onP6  Absorbing Brexit related costs, but embryonic global
strategy encouraging
2021/22 pesformance
[ ] [ L ]

ADJUSTED EARNINGS PER SHARE

21.7p

Adjustea LPS 1 202122 was 21 7p. This was
below the 22 7p tnreshod requirea for any
vesting under this elernent of the 2019
PSP award.
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RETURN ON CAPITAL EMPLOYED

8.7%

Average three year ROCE performance

was 87% This was bewow the required 10.2%
threshold for any vesting under this element
of the 2019 PSP awaro

GROUP PBT BEFORE ADJUSTING ITEMS

£522.9m

Group PBT was above the “rmaximum’ Larget
for bonus payments to e made under tne
2021422 ABS.



Home performance and action Laken

to strengthen the balance sheet in the
challenging environment. The Committee
was in agreerment that it was appropriate
Lo award 83% against Lhe individual
objectives for the CEC and CFO.

Fven when considering the strong
financial results and strong individual
perforrmances, the decision to pay 95%
of maximum bonus cpportunity was
not taken lightly. Financial and strategic
targets were examined throughout the
financial year and at year-cnd to ensure
they retained the same level of stretch
envisaged when originatly set. The
Lommittee was satisfied that this was the
case, and the ABS operated as intended.

None of the 2019 PSP will vest in respect
of the three-year performance period up
to 2 April 2022. Page 100 of Lhis report
provides further detail on the 2019
measures and targets and their respective
achevement. While vesting of the PSP
remains low, the Committee remains
satisfied that Lhis level of vesting is
reflective of the shareholder experience in
the challenging business environment in
which the 2019 plan operated, particularly
the first two years of the three-year
performance period,

APPLICATION OF DISCRETION

A number of mechanisms are available
to the Commiltee Lo ensure pay
outcormes appropriately reflect individual
and business performance, together with
the wider cconomic and societal climale.
This includes the ability to apply malus,
clawback and responsible discretion to
overnde formutaic outcomes under the
incentive schemes.

Throughout the year, the Committee has
carefully censidered pay arrangements
and where it may, or indeed may not,

be appropriate to apply discretion.

After meaningful deliberation, the
Committee concluded it was appropriate

CEO single figure as a percentage
of maximum opportunity

Total
£000

Steve
Steve 2620

@ fxedpay @ Totalborus PSP

to award Stove Rowe a ponus despite
hirn being under notice at the date
of payment

As detailed above, not only will Steve be
working beyond the end of the 2021/22
financial year and for up to 12 months as
an adviser to the new leadership team, he
has worked tirelessly and determinedly to
deliver on the transformation promise,

as demonstrated in our strong 2021/22
business performance. Steve will not be
eligible for a2 bonus in respect of the
2022/23 financial year

As illustrated in the bar charl af the
boltom of this page, half of Steve’s bonus
will be deferred into M&S sharcs and will
e released to him after a three-year
nhotding pericd; this treatment ensures a
long-term alignment with shareholders’
interests following the end of Steve's
tenure as CEQ.

Considering the ABS further, the
Commitiee debated the appropriateness
of the criginal 2021/22 bonus PBT targets
in light of the achievernent of above
‘maximum” PBT target performance.
Togelher with the individual objectives,
the Cormmmittee reviewed the Largets set
throughout the year and at year-end

to ensure they remained relevant and
appropriately stretching, recognising that
when the targets were sel ahead of the
start of the financial year, there was still a
high degree of uncertainty as to how the
challenges of Covid-19 would impact

the business throughout the year. The
Committee was satisfied that the original
targetls set required stretching PBT
performance. The Cormnmmittee also took
into account the experience of wider
stakeholders, including cur collcagues,
customers and shareholders, when
approving the final outcome. [t was
determined that the outcome is reflective
of a strong year in business parformance
and recovery, together with individual
culstanding contributions, and in this
context it is important thatl coellecagues
are recognised for this performance.

The Committee did not apply any
discretion to the outcomes of the 201¢
PSP which reached the end of its
performance period on 2 April 2022

and will lapse in full Despite the robust
busincss performance in 2021/22,

when considering the full Lhree-year
performance period of the plan, the
Commitiee was satisfied the final vesting
ocutcome is reflective of the shareholder

2021/22 Bonus payment timings (£000)

July 2022

Steve Rowe

Eoin Tonge

experence during the pericd and the
scheme had operated as intended.

As shown in the pie chart at the bottom of
the page, Steve Rowe’s single figuro pay is
55% of the maximum possible for 2021/22.

STRATEGIC ALIGNMENT OF PAY

The Covid-19 pandemic increased the focus
on transformation at M&S, which continued
throughout this last financial year. During
the year, the measures and largets usedin
M&S' incentive schernes, namely those of
the PSP and ABS, were reviewed to ensure
alignment with Lhe key performance
indicators (KPIs} and identified strategic
priorities across the business. The tlustration
opposite on page 86 demonstrates the
strong link between the KPis and strategic
priorities with executive remuneration at
MB&S. This strength of alignment enables
the Committec to ensure pay arrangements
support the delivery of transformation

and fulfil M&S’ potential for long-term
sustainable growth. The Committee will
continue to review thoroughly the pay
structures and incenfive arrangements

for the senior leadership team to ensure
strong alignment between the delivery of
business performance and the associaled
remuneration arrangerments, as the
business moves Into the ‘shaping the future’
phase of our transforrmation journey.

PAY ARRANGEMENTS FOR 2022/23

Due to the timings of Stuart’s and Katie's
appointments to the Board and Eoin's role
change, as well as the accompanying
significant analysis and consideration of
both external and internal factors when
setting their respective salaries, Stuart,
Katie and Ecin will not be eligible Lo
participate inthe 2022 salary review. They
will next be eligible to be considered for a
salary review in July 2023 Further details
of the wider workforce 2022 salary review
can be found on page 88.

Reflecting on the existing variable
remuneration framework, it was agreed
that in 2021/22 the structures of the PSP
and ABS worked well and as intendead.
As a resull, no changes have been
proposed for 2022/23.

Once again, performance under the

ABS will be measured against corporate
financial targets (70%) and individual
objectives (30%). The Committee believes
it remains appropriate for PBT to continue
to represent the largest element of
bonus potential as M&S seeks to return

to significant levels of profitability.

2025
E£800.7 i

£5757
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The maximum opportunity will remain at
200% of base salary.

The Committee continues to ensure
that the remuneration framework for
execubives s abgned with shareholder
interests Following careful debate, it
has been agreed that the 2022 PSP will
maintain measurcs applied to the 2621
PSP awards, being 30% adjusted EPS,
30% ROCE, 20% relative tolal shareholder
return (TSR) and 20% strategic measures.
Targets have becn set Lo be stretching
yel motivating and are detailed in full on
pages 100 and 101,

While no change has been proposed to
the structure and measures of the 2022
PSP, this beties the significant and detaiicd
conversation and analysis that took

place around the appropriateness of the
introduction of environmental, social and
governance (ESC) measures and targets
into the PSP There is no doubt that M&S
takes its ESG responsibility seriously.

Our sustamability commitments sit at the
hoart of ouwr business operations and
inforrm decisions al all levels and across all
departrnents (see page 70 for our

ESC Cornmuttee Review). M&S was an carly
pioneer of championing sustamability and
continues to hold a leading position in this
field. One of the ways we believe we can
improve our work in this area 15 to focus
on communication with consumers Lo
engage Lthern on this important topic, and
1o be sure we improve awareness of the
work we do. As such, when the Committee
considered the introduction of 2 more
tradiional carbon metric in the pay
framework, it determined that a measure
which charts an improvement in customer
sentiment would be more aligned to

the strategy for the business. To track

this credibly and robustly, a base

case for current sentiment must first

be established. This forthcoming year

the Comrmittee will review the base
rneasurement line throughout the year
with the mtention of introducing a metric
0 show improvement from that baseline
for 2023

Having reduced award levels in 2020 1o
acknowledge the shareholder experience
of Covid-19 and to mitigate against
windfall gains, share price recovery led the
Committee to decide that for the 2021
PSP award it was appropriate to return
PSP award percentages to 250% of salary.
Mindful of the need to incentivise
executives and ensure that they remain
aligned with the long-term interests of
sharehalders, we intend to once again
grant PSP awards of 250% of salary in June
2022 The Committee retains the right to
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reviow award levels in the event of
significant share price movement pricr to
the date of grant. Furthermore, it should
be noted that when this award reaches
the point of vesting, carcful consideration
will not only be applied Lo achievement
against the relevant performance
conditions, but atso to ensure Lha vesting
values are reflective of the shareholder
expericnce across the terrn of the plan.
Should the Committee believe Lhis nol to
be the case, it retains iLs right to apply
discretion to the final oulturn,

WIDER WORKFORCE
PAY ARRANGEMENTS

The Committee continued Lo recerve,

and indced welcorne, regular and varied
updates during the year relating to M&Ss’
pay arrangements. In addition to those
already outlined in the Committee’s remit,
avalable on the M&S website, discussions
included hourty pay for store colleagucs
and career progression through the
organisation. The Committec was also
informed of the outcome of the company-
wide Tolal Reward Review that took

place in the prior year. More than 14,000
colleagues gave us Lheir views and
suggestions on pay arrangement s at M&S,
As a result of this feedback in 2021/22,

we saw the implementation of Virtual GP,
which allowed colieagues unUmited 24/7
access to a OP, Check4Cancer, which
provides free screcnings to all colleagues
for high-risk cancers, and salary finance
options to help consolidate debt,

save and protect through income
protection insurance.

To bring M&S in line wath market practice,
and in direct response to colleague
feedback as a result of the company-wide
Total Reward Review, from 1 April 2022 the
Company has introduced a8 5% paymaent in
iieu of pension allowance for colleagues
impacted by either the Annual or Lifetime
Allowance limits. The Committee
recagnises this provision aligrs with
market practice To maintain alignment
between executive directors and
colleagues in the wider population,

it s intended to introduce & similar
arrangement into the new Remuneration
Policy which will be brought for
shareholder approval at the 2023 AGM.

The Committee welcomes continued
collaboration with the Business
Invelvarnent Croup [BIG). At Committes
meetings we recerve direct feedback on
colleagues’ views from the National Chair
of BIG and in turn the Head of Executive
Reward and Pay Goverpance attends
National BIG Committee meelings to
share and discuss the executive pay
framework and its relationship with the
wider workforce. Such dialogue forms the
basis of a trusted and valued collaborative
working partnership and ensures a close
link betwean the pay philosophies at the
most senior levels and those for the
wider population.

To dernonstrate the importance the
Committee gives to the alignment of
exccutive pay with the wider workforce,
inthe 2021 Rermnuneration Report we
expanded our disclosures on such pay
arrangemeants We are pleased Lo conlinue
this approach in this year's report,

s¢e pages 89 and 90,

Civen the econornic environment in

which we are operating currently, it is
unsurprising that significant time was
Laken in discussing the appropriate
approach to the annual pay review Asisto
be expecled, this topic generated a robust
debate, and we believe the end result of
salary increases ranging from 3% for our
senior population to 4%-6 5% for the wider
workforce balances the need for financial
restraint with support for our colleagues
given the increases to cost of lving being
experienced by all. Further details can be
found on pages 82 and 96,

LOCKING AHEAD

We ook ahead to what will be a new and
dynamic chapter in the M&S story. This will
be the final year under the current
remuneration framewark, and at the 2023
AGM we will be seeking your support and
approveal for a new Remuneration Policy
Durning the coming year, the Committee
will be working to ensure any new
Rermuneration Policy is vauid and effective
In driving and supporung the business
strategy while remaining appropriate
when considering the overall M&S
remuneration framework and the
external regulatory environment.

Iwould like to thank our shareholders for
their continued support during the year
Lwill be avalable at the ACM on the 5 July
2022 10 answer any questions in relation
to this Remuneration Report

Andrew Fisher



REMUNERATION

COLLEAGUE ENGCAGEMENT

Share ownership across
our colleagues

M&S is a proud advocate of employee share
ownership. The Board believes this supports
colleagues not only to share in M&S' success
but also to behave as owners of our
business, aligned with our shareholders’
interests. Across our UK and Irish colleagues,
M&S has a significant number of participants
in all employee share schemes; colleagues
hold over 101m save as you earn options

in our ShareSave scheme and aver 2,000
colieagues hold shares in pur share incentive
plan ShareBuy.

Direct engagement with
our colleagues

Since 2018, the Chair of BiG, our colleague
representative body, has been invited to
artend a Remuneration Committee meeting
each year to engage and contribute on a
full range of topics and activities. During the
year, representatives from BIC have been
engaged on a number of pay-related topics,
beyond the executive level, including
providing feedback on, and agreeing with,
the ShareSave communication materials
and funding options of our share schemes.
They also discussed the gperation of a
tax-acdvantaged ShareSave in Ireland, which
has been paused while alternative options
are investigated due to the absence of an
approved savings carrier. The collaborative
relationship we have with BIC strongly
reflects our belief in the key role that
colleague voice plays in énsuring the
Cormmittee has greater visibility of the
things that really matter to our colleagues.
This 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 &
Pay Governance provides updates to the
Committee as appropriate on pay and
people-related ssues during the year.

Pay budgets

Under the remit of the Remuneration
Committee, total budgeted salary
expenditure across M&S for salary review
is noted, as are bonus and share scheme
budgets, ensuring princioles for reward
altocation are aligned across the Full
workforce, inclusive of senjor leaders.

The average pay increase for our UK Store
Customer Assistants and Team Support
Managers awarded in April 2022 was 5 3%.
Effective July 2022, salary increases ranging
from 3% for our senicr papulation to
4%-6.5% for the wider salaried workforce
have been awarded.

IN CONTEXT

CONSIDERATION OF
COLLEAGUE PAY

The Committee monitors and reviews
the effectiveness of the exccutive reward
policy and its impact and compatibility
with remuneration policies in the wider
workforce Throughout the year, the
Comrittee reviews the frameworks and
budgets for key components of colleague
pay arrangements, together wilh the
broader structure of Group bonus
provisians, which ensures appropriate
alignment with senior pay arrangements

The Committee is provided throughout
the year with information detailing pay
in the wider workforce, which gives

it the additional context needed Lo
make informed decisions. The Head of
Executive Reward & Pay Governance
advises the Committee on the approach
to be adopted in the forthcoming UK
pay review, and the Commitlee then
considers the executive direclors’ pay
in ling with these arrangements.

In approving the budget for the annual
bonus, 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 direclors and directors
below the Board prior Lo their grant.

The Committee receives updates on

a variety of colleague cngagement
initiatives. Alongside our annual survey,
bi-annual pulse and quarlerty focused
surveys provide dynarmic and relevant
cotleague feedback. The pulse surveys
have helped us to better understand,
and take action on, the things which
matter most to our colleagues. These
have focused on topics such as
inclusion & Diversity, Wellbeing and
overall colleague engagemeaent.

Colleagues are encouraged to raise
queslions at the periodic all-colleague
announcements led by the CEOC. All
questions raised are answered, and

cormments made during Lhe year through
surveys or our network of clected
colleague representatives via BIG are
considered. The Head of Executive Reward
& Pay Covernance typically provides

an annual update to these colleague
representatives with an explanation of the
execulive directers’ pay arrangements
during the year, and thesc representatives
in turn are able to ask guestions on

the arrangements and their {it with the
olher reward policies at this time.

FINVYNYIADD

CONSIDERATION OF
STAKEHOLDER VIEWS

The Committee 1s dedicated to an
open and transparent dialogue with
shareholders on the issue cf executive
remuneraticn. Where appropriate,

the Commitlece will actively engage
with shareholders and shareholder
representative bodies, seeking views
which are considered when making
any decisions about changes to the
directors’ Remuneration Policy.

The Committee seeks the views of the
largesi shareholders individually, and
others through shareholder representative
bodics, when considering making any
significant changes to the Remuneration
Policy This may be dene annuatly or onan
ad hoc basis, dependent upon the 1ssue.
This year, the Committee consulted on the
proposed strategic measures and targets
to be applied to the PSP The Committee,
led by the Chair, annually ecngages

in a process of investor consultation,
which is typically in written format, but

has included face-to-face meetings,
telephone or video calls. The Committee
Charr is avallable to answer quostions

at the ACM, and the answers to specific
guestions are posted on our website,

As part of our reporting approach,
an annual shareholder meeting

is normally held and views cn a
variety of topics, including executive
pay, are taken into account.

PERCENTAGE CHANGE IN CEOQ'S REMUNERATION

The table below sets out the change

in the CEQ's rermuneration {ie salary,
taxable benefits and annual bonus)
compared with the change in the
average non-executive director and our

UK-based colleagues’ pay. This group
has been chosen as the majorily of our
workforce are based in the UK. Further
details of the non-executive director
pay changes are shown on page 104,

% change 202021 - 2021/22

Base salary/ffees Banefits Annual bonus
CEO (Steve Rowe) 1% -20%% 100%
Average non-executive director 1% 0% -
UK colleagucs {average per FTE) 4% 0% 100%

Annual Report & Financial Statements 2022 89



REMUNERATION

REMUNERATION
CONTINUED

GENDER PAY CAP

IN CONTEXT

The CEO and the non-execulive

The M&S median gender pay gap for the
year to April 2021 1s 4.8%, compared with an
average of 9% for the Wholesale and Retail
sector. The M&S mean gap for the same
period is 12.5%.

Throughout the year we've continued to
take actions that further promote and
enhance inclusion and diversity (1&3) at M&S
sG that all of our remarkable colieagues are
able to feel comfartable being themsetves
and experience a culture that's inclusive and
diverse, where &veryone is respected and
feels valued and that they betong.

A data-led reset of the 1&D strategy has
resulted in a clear and focused plan for
the next three years to build better
representation through targated hiring,
internal developrment and progression
initiatives, and better education and
awareness activities which will build on the
Impact arising frorn over 90% of colleagues
completing the first two 18D modules

M&S is clear that any form of discrimination,
butlying, harassment, or victimisation witt
not be tolerated in any part of the business,
and this is underpinned by a new Respect
Matters’ policy, launched in October 2021

Our colleague networks continue to bring
our diverse communities together and help
create a safe space for colleagues to

speak out and share their views, as well

as influencing our plans and culture,
celebrating key events in the inclusion
catendar, and raising important matters
through the online social cormmunities

This year, the Cender Equality Network
celebrated International Women's Day by
hosting the first ever Ideathon to generate
ideas and suggestions on how ME&S can ‘break
the bias’ when it comes to gender aguatity.

We rermain proud that nearly 73% of our
customer assistants are women, but while
weTe seeing Some progress in diversity in
more seniar roles, more still needs to be
done to drive better representation. 180
rernains a strategic priority for M&S, and
we'll continue to focus our efforts to build
on the success of previous years.

Gender pay gap (median)

4.8%
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directors werc awarded a 1% pay
increase in respect of the 2020/21
financial year, while customer
assistanls received a 5.6% increase Lo
£9 50 por hour Salaried colleagues
received on average a 2% increase.

The overall structure of the benefits
package has not changed, however, as
previously agreed, in order to bring the
pension supplement in Lne with the
broader colleague offer by 2024, the
pension supplement paid to Steve Rowe
was reduced from £202,500 to £135000.

CHIEF EXECUTIVE'S PAY RATIO

In 2020/21 Steve Rowe returned to using
the chauffeur service n contrast to
2019/20 when, dunng periods of national
lockdown, Steve Rowe drove himself,

to ensure the safety of his driver and
maintain the required social distancing.

As previously disclosed, the bonus
schemae for 2020/2) was cancelled,

so no award was made to either

the CEQ or anyone else within the
wider workforce, a bonus payment

was made in respect of the 2021/22
financial year to the CEO and jusl under
5,000 bonus-eligible colleagues.

25th percentile  50th percentile  75th percentile

Year Methadology ratio ratio ratio
2022 OptionA 12801 M7 99:1
21 T optionaA 551 501 471
2020 Oplion A 64 591 bl

As reported last year, Lhe Committee
approved the use of Methodology A, as
set oul in the regulations, as we belicve it
to be the simplest and most appropriate
and robust way to calculate the ratio.

Option Arequires the pay and benefits
of all UK colleagues Lo be calculated
to identify the three colleagues at the
25th, 50th and 75th percentiles as at

2 April 2022 This is calculated on the
same basis as the CEO total singie figure
of rermuneration except in that the
individual performance elernent of the
ABS that is applicable to the relevant
colleagues (when operating) 1s the
estimated actual value, This requires:

— starting with colleague pay that
was calculaled pased on actual
base pay, benefits, bonus and long-
term incentives for the 12 monthly
payrolis within the full financial year
Earnings for part-time colleagues are
annualised on a full-time eguivalent
basis to allow equal comparisons,

adjusting the value of any bonus so
that it only reflects the amount carned
in respect of the 2021/22 financial year
and does not include the vatue of any
deferred shares vesting in the year.

— adding in the employer pension
contribution from the Your
M&S Pension Saving Flan.

Joners and leavers in the year have
been excluded from the calculations.
The percentite figures are therefore
representative of the whole colleague
population but do not include all
collcagues as at 2 April 2022.

The table above shows the ratio of CEQ
pay in 2021/22, using the single total figure
rermuneration as disclosed in Figure 7
{page 95), 1o the comparable equivalent
tolal reward of those colleagues whose
pay is ranked at the relevant percentiles in
our UK workforce, We believe the median
pay ratio this year is consistent with pay,
reward and progression policies for UK
colleagues, as it reflects the consistent
approach to pay along with M&S" policy

to pay for perforrmance The increase

in pay ratio this year is as a result of
bonus payments being made across

the business, including to the CEC.

Total pay Total pay

Salary and benefits Salary and benefits

Pay data o {000} (£000) {£000) {£000)
2020/21 2020/2) 2021722 2021722

CEG rermuneration 834 1,068 841 2,630
UK colleague 25th percentile 8 20 19 21
UK colleague 50th percantite 20 2 21 22
UK colleague 75th percentile 24 25 25 26




SUMMARY

REMUNERATION POLICY

SUMMARY EXECUTIVE DIRECTORS' REMUNERATION POLICY (AS APPROVED ON 3 JULY 2020}

This report sets out a summary of M&S' policy on remuneration for executive and non-executive directors. The futl Policy was
approved by shareholders at the AGM on 3 July 2020 and can be found on our website at marksandspencercem/thecompany.
The Pelicy took effect from this date and is designed to attract, retain and motivate our keaders within a framework designed to

promeote the long-term success of M&S and aligned with cur shareholders’ interests.

FIGURE 1. EXECUTIVE DIRECTORS' REMUNERATION POLICY TABLE

ELEMENT OPERATION

QPPORTUNITY

Salaries are payable in cash and are reviewed annually by the Committee considermg a
number of factars, Ncluding external market dala, historic increases given to the
individual and salary review principles applied to the rest of the orgamisation.

Base salary

in Line with our policies, directors are cligible to receive benefits which may include:
a car or cash allowance and a driver, Ufe assurance and relocalion and tax equalisation
allowances in Line with our mobility policies

Benefits

As with all colieagues, directors are also offered other benefits, inciuding colteague
aIscount, salary sacrifice scnemes and participation n all employee share schemes.

There 5 no set maximum;

Normally in line with thase in
the wider workforce, although
No Maximum s set

however, any provision will

be commensurate with local
rmarkets and for aill-employee
shiarce schemes 1sin line with
local statutory limits

Directors may participate in the Your M&S Pension Saving Plan (a defined contnbution
arrangement;, on the same lerms as all other colleagues.

Pension
benefits

The defned benefit pension scheme is closed to new members Dircctors wno are
members of this scheme will continue to accrue benefits as a deferred member.

Currently a maxirmum empLoyér

contribution of 12% of salary
where the employee
contributes 6% of salary

From 3 July 2020, pension Cash

supplements were removed
for luture directors

Dircctors are eligible Lo participate in this non-contractuat, discretionary scheme
Performance I1s measured against one-year financial and individual performance
targets linked with the delivery of the business plan At least hatf of awards are

Plan (DSBP} measured against linancial measures, which typically iInclude Group PBT before
adjusling items (PBT}.

Corporate and individual elements may be earned independently, but no part of

the individual objectives may be earned unless a threshold ievel of PBT has been
achieved, after which up to 40% of the maximum may be payable for the achievernent
of individual objectives

ABS including
Deferred
Share Bonus

Not less than 50% of any bonus earned is paid in shares which are deferred for
three years

The Committee retains the right to excraise discretion, both upwards and downwards,
to ensure that the level of award payable is appropriate

Malus provisions apply to the delerred share awards Cash bonus payments are subject
to two-vear clawback provisions Clawback would be triggered in specified events

such as, but not limiled Lo, a matenal misstatement of the Cornpany’s audited resdlts,
an error in calculation of the award, gross miscanduct, or events or behaviour that
have a detrimental impact on the reputation of any member of the Group.

Total maximum annual
potential of up to 200% of
salary for each director.

Directors are eligible to participale in the PSIP This is a non-contractual, discretionary
plan and 1s M&S rmain long-term incentive scheme. Performance may be measured
against appropriate financial, non- financiat and/or stralegic measures, Financial
rneasures must comprise at least 50% of awards.

Malus and clawback provisians apply to these awards Clawback triggers include,

but are not imiled to, a material misstatement of the Company's audited resulls,

an error in calcutation of the award, gross misconduct or events or behaviour that
has a detrimentalimpact on the reputation of any member of the Group.

Awards are subject to a further two-year holding period after the vesting date.

Ihe maximum value of shares
at grant 1s capped at 300% in
respect of a financial year

Directaors are required to hold shares eguivalent in value to a mimimurn percenlage

of their salary within a five-year period from their appointment date

Directors are required Lo continue to hold their shareholding reguirernent, ar, if their
level of sharenolding is below the requirement, their actual snareholding, for two years
after leaving M&35,

For the CHO, this requ\remen{m

is 250% of salary For all other
executive directors, the
requirement s 200%.
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REMUNERATION

SUMMARY REMUNERATION POLICY
CONTINUED

FIGURE 2: RECRUITMENT POLICY & SERVICE CONTRACTS

The table below summarises the Company’s policy on the recruitment of new executive directors Similar considerations may also
apply where a director 15 promoted to the Board

In addition, the Commuttee has discretion Lo include any olher remuneration component or award which it Teels is appropriate,
considering the specific circumstances of the individual, subject to the Lmit on variable rermuneration set out below. The rationale
for any such component would be appropriately disclosed.

FLEMENT APPROACH

— Al execulive cirectors have rolling contracts for service which may be termimated by M&S giving 12 months’ notice ana the
indwvicdual giving six months' rotice

Service
contract

Z Salaries are set by the Commitioe, 1aking Into consideration a number of
exccutive directors, the experience, skil. and current pay level of the indivigual and external market forces.

Base salary

Benefits " The Cormmiltee will offer 3 benehls package In ane with our benefits policy for cxecutwe arecters

ZTMaxurn controution in Gng wilh our policy forEEEEEQ&DETV&AEF&E;ETCENEF;t'Ly uo 1o 12% of salaryy
poLcy

Pension
benefits

"2 Eligible o take parl In the ABS with 3 maximum porus of 200% of salary 1n lne with our policy for executive directors

<Fac Earmmittee may offer compensalory Dayments or DUy
recruitment, determinea on a case Dy -case basis
b — The specifics of any buy-out awards would be dependent on the individual circumstances of recrutment Tne Committecs

’?; Buy-out
i awards

intention would be tnat tne expected vaiue awarded 15 no greater than the expected value forfeited by the individual.

FIGURE 3: TERMINATION POLICY

The Company may choose to terminate the contract of any executive director in ine with the terms of their service agreemert,
gither by means of a payment in lieu of notice or through a series of phased payments subject to mitigation. Service agreements
may be terminated without notice and, in certain circumstances such as gross misconduct, withoul payments.

The table below summarises our Termination Palicy for executive directors under their service agreements and the incentive plan rules.
ELEMENT APPROACH

— Payment made up 1o the terminahion date in line with contract val notice perods

Base salary,
benefits and
pension
benefits

e

AB; - ~ There 1s 1o contractua: entitement to payments unaer tne ABS. If the director s under notice of not N active cervice
at either the relevant year ena or on the gate of payment, awaras (ana any dnvested oeferred banus snares) may lanse
The Committee may use its aiscretion to make a ponus awara

Long-term ~ Tnetreatment of outsta ﬂdn:g awaras 1 doterminea In accordance with the D.an rules.

incentive

awards

Repatriation - M&S may pay for repatnation where a director has been recruted from ovarseas

Legal
expenses &
outplacement

oJdtplacement servicas

The full Policy sets out further detail onithe treatrment of the executive directors pay arrangements, including the treatment of share
schemes in the event of a change of control or winding up of the Company.
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APPLICATION OF REMUNERATION POLICY

The charts below provide an illustration of what could be received by each of the executive directors in 2022/23 under the Policy.
These charts are illustrative, as the actual value which will ultinnately be received will depend on business performance in the year

2022/23 (for the cash element of the ABS) and in the three-year period to 2024/25 (for the PSP), as well as share price performance

to the date of the vesting of the PSP awards in 202%
DIRECTORS

BASIS OF CALCULATIONS AND KEY

Stuart Machin

jasive]

100%

Fixed

Katie Bickerstaffe

£000

Fixed

Target

Target

Eoin Tonge
FOOD

Fxed

FIGURE 4: SUMMARY OF REMUNERATION POLICY

Target

£5,496

Maxirmurm
+ G0%

£5.100

Maxirrum
+ BO%

Maxirni,m
+50%

Fixed

Maximurn

e MO veSTing under iNe ABS SN PSR
Target

Maximum

Fixed remuneration Onlyﬂ

Includes the following assumplions
for the vesting of Lhe incentive
compeonents of the package

— ABS 50% of maximum, assurmnes
no share price growth.

— PSP 20% of 250% of salary,
assumes no share pricﬂggfgwm;‘

for the vesting of the ncentive
components of the package

— ABS 100% of maximurn, assurmes
no share price growth

— PSP 100% of 250% of salary,
assures no share price growth,

Includes the following assumptions '

Maximum

Maximum

share price
growth

Includes the following assumptions
for the vesting of the incentive
componeants of the package

— ABS 100% of maximum, assumes
no share price growth.

— PSP 100% of 250% of salary with
50% share price growlh.

— Crant share price for the purpose
of demonstraling the 50% growth
taken as closing share price at
2021/22 year end.

Maximurn

@ Fixed remuneration

Includes all elernents of
fixed remuneration:

— Base salary (effective 26 May
2022), as shown in the table
on page 96.

— Pension benefits, as detailed
on page 96.

— Benefits (using the value for
2021/22 included in the single
figure table on page 95).

@ ABS

Represents the potential total value
of the annual bonus for 2022/23.
Half of any bonus would be deferred
into shares for three years, and this
is included in the value shown.

@ PSP

PSP represents the potential value
of the PSP to be awarded in 2022,
which would vest in 2025 subject to
the retavant performance targets.
Awards would then be held for a
further two years.

The diagram below illustrates the balance of pay and time period of cach element of the Rermuneration Policy for executive directors,
approved in July 2020 The Committee believes this mixture of short- and long-term incentives fixed to performance-related pay is
currently appropriate for M85 strategy and risk profile

Year 1 Year 2 Year 3 Year 4 Year &
Fixed pay - Base salary
- Benefits
- Pension benelits
- ABS -Upto 100% salary - Up to 100% salary (deferred shares)
< {cash) - Three-year deferral period
o - One-year - No further performance conditions
a‘ perfarmance - Malus provisions apply
= - Clawback
E Provisions apply
PSP - Maximurn 300% of salary - Two-year holding penod post-vesting

- Three-year performance
- Malus provisions apply

- No further performance conditions
- Clawback provisions apply

Annual Report & FNinancial Statements 2022
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REMUNERATION

SUMMARY REMUNERATION POLICY
CONTINUED

FIGURE 5; NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY

The table below sets aut our Policy for the operation of non-executive director fees and benefits at the Company. The Policy was
approved in July 2020 and may operate for up to three years.

ELEMENT OPERATION AND OPPORTUNITY

—C—:Ah—;lrum_a:s—g - - Fees are reviewed anndally and are determined by the Remuneration Commitiee
fees

- Total fee comprises Lhe non-executive director basic fee ana the adaitional fee for undertaking the role

—~ The maximum aggregate non-executive director basic fee, Including the Charman's basik fee, 15 £750000 pa, as set outin
our Articies of Assocation.

-~ Fees are reviewed annually and are determined by the Charrman and executive diréctors.

Non-executive
director’s
basic fee

~ The maximum aggregate non-executive direclor pasic fee, ncludmmg the Chairman's basic fee, 1s £750,000 p.a, as st outin
our Articles of Associalion

Additwonal fees are paid for“umderlakmg the extra responsibiliues of

Additional
fees — Board Charrman,

— Semar independent Director

- Committec Char

— Iniine with our atner colteagues, the Chairman and non-executive arectors are entitled 1o receive codeaguc discounts

— The Company may reimburse Lhe Charman and non-executive direciors for reasonable expenses in performing Lherr dutics
and may settle any tax incurred In relation o these
— The Charrman may alsc be entitled Lo the use of a car and driver

Share — Allnon executive directars, including the Charean, are required to tuild and mantain a snarenclding of at least 2,000 shares
upon joiming M&S.

ownership

-~ Trus shareholding must be he.d for the period of Lherr fenure

REMUNERATION FRAMEWORK FOR THE REST OF THE ORCANISATION

M&S' philosophy is to provide a

fair and consistenl approach to pay.
Rernuneration is determined by level
and is broadly aligned with those of
the executive directors.

Base salaries are revicwed annually and
reflect the local labour market

94 Marks and Spencer Group plc

All UK colleagues are ctigible (o
participale in the Your M&S Pension
Saving Plan on the same terms as the
executive directors. Colleagues affected
by the HMRC Annusl and/or Lifetime
Allowance Umits, can now choose to opt
out of the pension and receive a cash
payment in lieu of this In addition, att
UK rolleagues are provided with Ufe
insurance and colleague discaunts,

and may choose to particieate in the
Cornpany's all-employee share schemes
and salary-sacrifice arrangemaents.

A significant number of cotleagues are
eligible to be considered to participate
in an ABS which is partially determined
by Group PBT performance. Part of
the bonus is deferred into shares for
three years,

Around 170 of M&S' top senior executives
may be invited to participate in the

PSP and wilt then be measured against
the same performance conditions as
exccutive directors. Award levels granted
are determined to be aligned with market
practice and refloct an individual's tevel of
seniority as well as their perforrnance and
patential within the business



REMUNERATION

REPORT

EXECUTIVE DIRECTORS’ REMUNERATION

Each year, the Remuneration Committee
assesses the current senior remuneration
framework to determine whether the
existing mcentive arrangement s remain
appropriately challenging in the context
of the business strategy, fulfil current
external guidelines and arc aligned with
a range of internal factors, ncluding

the pay arrangemeants and policies
throughout the rest of the organisation.
In its discussions, the Remuneration
Committee aims to ensure not only that

the framework is strategically aligned to
the delivery of business pricrities, but also
that payments made during the year farrly
reflect the performance of the business
and individuals. A significant proportion of
Lhe performance measures used in the
ncentive schemes are integrated with
M&S' KPls and strategic priorities detailed
in the Strategic Report, as illustrated on
pages 35 and 6 respoctively.

FIGURE 6 REMUNERATION STRUCTURE 2021/22

The diagram below (Figure &) details
the achievernent of each exccutive
director under the Company's incentive
schemes as a resull of short- and long-
terrn perfermance to the end of the
repuwr led Mnancial year and summarises
the main elements of the semior
rermuneration framework Further details
of payments made during the year are
set out in the table below (Figure 7} and
later in this reporl.

Fixed pay

Measured against a balance
of Croup PBT before
adjusting items and

Pension benefits Lo
individ

1% increase in line with

Payment

other management positions Jill maximum

e Far rmore information see p97

_ﬁ_______w%‘__-—'—r_ﬂ_r___’____

200% of salary maximum
bonus cpportunity
(with 50% deferral)

Annual bonus

in 2019

uat perfarmance

s made are 95% of
bonus opportunity

FIGURE 7: TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

250% of salary awarded

Measured against adjusted
EPS, average ROCE and
TSR achievernent was
0% against targets set

0% of award vested

Total pay for 2021722

Total payments are
€.55% of maximum
potential

@ rFor more information sec £99

Salary Benefits Total PSP Pensions Total RSP Total Total
vested benefits granted pay fixed pay
£000 £000 £000 £000 £000 £000 £000
Cireclor Year
Steve Rowe  2021/22 341 53 1,601 0 135 28630 1029 1,601
2020/2) 834 31 0 0 203 0 1,068 1,068 Q
. 2021422 605 24 1,151 0 73 0 1,853 701 1,151
Eoin Tonge
2020421 489 105 0 0 3e 1,316 1,949 1,849 —

The increase in Steve's benefits is a result of the resurmed use of his driver, which was paused during perieds of lockdown in 2020/21,
and the upgrade of the car used to a lower CO2 emitting vehicle. Whilst the change in vehicle is better for the environment, it does
have a higher market value which increased the level of tax payable by Steve. No additional benefit was received by Steve,

Eoin Tonge received an award under the Restricted Share Plan {RSP) to compensate him, on a fair value basis, for share awards granted
under his prior employer’s share schemes. The face value of this award is shown in the 2020/21 row of the above table. Details of the
calculation method were disclosed on page 94 of last year's annual report

Annual Report & Financial Statements 2022 95
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REMUNERATION

REMUNERATION REPORT

CONTINUED

SALARIES

When reviewing salary levels, the Committes
takes into account a number of internal

and external factors, including Company
performance during the yoar, external
rmarket data, historic increases made to

the individual and, Lo cnsure a consistent
approach, the salary review principles
applicd to the rest of the organisation.

As detailed in last year's report, for
salaries effective July 2021, in ling with
increases for management positions,

FIGURE 8: SALARIES

the Committee awarded Steve Rowe an
increase of 1%, making his salary £842.845.
Eoin Tonge also received a 1% salary
increase, making tus salary £606,600

As sot out on page 104 when Steve Rowe
steps down from CEQ on 25 May, Stuart

Machin will become CEQ, and his salary

on appontment will be £800,000. On the
same day, Katie Bickerstaffe will become
Co-Chief Exccutive Officer on a salary of
£750,000; Eoin Tonge will become Croup

CFO & Chief Strategy Officer, and his
salary will increase by 8 9% to £660,000.

The next annual salary review for the
exccutive directors will be effective in
July 2023,

The table below details the executive
directors’ salaries as at 2 April 2022
and salanes which will take effect from
25 May 2022,

Annual salary
as of 2 Aprid

Annuat salary

a5 of 25 May
2027 2027
£000 £000

Change i
salary
% Increase

Ecin Tonge

Katie Bickerstaffe

o AR T -
6060 6600

/A

N/A 7500

BENEFITS (AUDITED)

The Remuneration Policy permits that
each exccutive director may receive a car
or cash allowance as well as being of fered
the benefit of a driver. During the year,

in lieu of a car allowance, Steve Rowe
recelved a car and Lhe benefit of a driver.
Eoin Tonga does not receive a car or

cash allowance, As disclosed last year, to
{acilitate Eoin Tonge's recruitment and
relocation, he was provided with travel and
accommodation allowances The taxable
value of thesc benefits in kind was
detalled n Figure 7 on the previous page.

In line with all other colleagues, executive
directors recerve life assurance, colleague

discount and aro eligible fo participate in
satary sacnifice schermes such as Cycle2Work

PENSION BENEFITS (AUDITED)

During the year, Steve Rowe received a
cash payment in lieu of particpation in

an M&S pension scheme. As previously
disclosed, he has agreed that his pension
cash supplement be reduced to cero over
a three-year period. For 2022723, the CEO's
total annual cash supplement will be
reduced by one-third to £67500 untl
Steve Rowe ceases ecmployment with the
business at the ACM on 5 July. Details of
these future payments will be reflected in
the single figure table in next year's report.

FIGURE 9: PENSION BENEFITS (AUDITED)

Steve Rowe is a deferred member of the
Marks & Spencer UK Pension Scheme.
Details of the pension accrued during the
year ended 2 April 2022 are shown in
Figure 9 below

Eoin Tonge 18 a member of the Your

M&S Pension Savings Plan, as described
on page 91, Eoin contributes 6% of his
salary into the scherne, and the Company
matches this with a 12% contribution.
The value of the Company’s contribution
in the year 1s shown in Figure 7 on

page 95 This is the maximum level

of contribution offered by M&S and is
consistent with the terms available to

all other colleagues

Accrued Increasean Transter vawe

neENSINN Add nona: 'ncrease accrued value of tofa,

Neormal entitlerment a5 value on early N accrued (net of accrued

rot rement at year ena retremient value rELanse ! Dension

age £000 £000 £000 +000 FO00

Steve Rowe 60 164 6 0 05 0 5,320

The accrued pension entitlement is the deferred pension amount that Steve Rowe would receive at age 60 if he left the Cormpany

on 2 April 2022, Al transfer values have been calculated on the basis of actuarial advice in accordance with the current Transfer Value
Regulations. The transfer vatue of the accrued entitlement represents the value of the assets that Lhe pension scheme would transfer
to another pension provider on transferring the scheme's liability in respect of a director’s pension bencfits. It does not represent
sums payable to a director and therefore cannot be added meaningfully to annual rermuneration

ANNUAL BONUS SCHEME 2021/22 (AUDITED)

Annual performance for the year was
rmeasured against pre-determined Group
PBT before adjusting iterns (PBT) (70%)
and individual performance (30%) targets.
PBT is used as a core bonus measure, as it
is considered to be an important measure
of overall performance and is consistent

96 Marks and Spencer Group ple

with how business performance is
assessed internally by the Board and
Executive Committee.

Individual performance was measured
against a scorecard of individual measures
sot against the areas of delivery of the
transformation plan that were deemed

most criical to the future success

of M&S. Individual performance was
measured independentty of PBT
performance; no individual element could
be carned until a threshold needed to
secure payment under the corporate
clement was similarly achieved



ANNUAL BONUS SCHEME

ANNUAL BONUS SCHEME 2021/22 (AUDITED) CONTINUED

PBT cutiurn for the yvear was £5229m,
which was above the target set 1o trigger
payments under both the corporate and
individual elements of the scheme. As
shown in Figure 11 below, the strong PBT
performance during the year exceeding
the maximum target set at the start

of the year meaning that executive
dircctors were awarded 100% of maximum
opportunity under the corporate element
of the scheme and €.83% of the maximum
for individual performance Total bonus
achievement was 95% of opportunity.

When discussing the payments to
executive directors, the Committee noted

that under the terms of scheme, Steve
would not technically ke eligible for a
payment due to being under notice
before the payment date. However,
the Committee considered his direct
impact on delivering this first phase of
transformation and his achievements
against the individual chjectives sot
for 2021/22. Given these and Steve's
agreement to continue to support
M&S beyend the end of his tenure, the
Cormmittey deermed it appropriate to
apply their discretion and agree a bonus
payment commensurate with his
performance over the year.

FIGURE 10: INDIVIDUAL OBJECTIVES (AUDITED)

The Committee roviewed achievement
to ensure that total payments were
appropriate in the context of several
factors. These included M&S' overall
financial performance, the outturn of
individual objectives, and Lhe level of
bonus payable elsewherc in the business.

Figure 11 below sets out the Group FBT
targets comprising 70% of awards and
illustrates the extent to which each
directar achieved Lheir Tour individual
objectives. Total payments shown below
directly correspond to the figure included
in the sngle figure table on page 65,

Director Individual

Steve Rowe Creation and implementation of revised Executive Committee structure and reles and the development of strong

succession plans.

Streamlined and sharpened the Executive Committee, creahing a cohesive top team, supported by the CEO through coacning and
counselling Supported the Board in the delivery of a strong succession plan, as demonstrated by Lthe internal appointment of the

now leagership team

Delivery of the transformation programme in Clothing & Home.
Clothing & Home delivered sales growth of 3 8% vs 2019/20 with three conseculive quarters of underlying growth Online sales grew
55 6% with strong growth thraughoul the year outperforming pure paay poers and gaining 60bps of market share. Store sales declined
11.2% with performance continuing to be impacted by legacy High Street and City Centre stores which 1s being addressed Lthrough the
store renewal programme Operating profit before adjusting items of £330 7, compared to £224.0rm in 2019/20 reflected the benefit
of sales growth combined wilh a much stronger full price sales mix. Brand strategy established and model refined, with third party

brands across Clothing & Home and Beauty generating € £100m of orders in 2021/22.

Reset the strategic relationship with Ocado regarding platform integration, data sharing, infrastructure and category strategy.
Significant improvement in working relationships with Ocadao Group Greater "omni-channel” joint working, with upcoming trials on data
sharing and calegory approaches. As expected 2021/22 saw a reduction in average basket size resulting in a decline in revenue,
however, Qcado substanlially outperformed the online grocery market. M&S branded products consistently rmake up over 25% of
Ocade Retall's sales, generating substantial buying gains for bath M&S Foods and Ocado Retail.

Revitalise Plan A.

Plan A has always been an important pillar wathin the M&S business, and this year saw a relaunch of a strengthened Plan A mission
providing new oversight, energy and momentum, and a singular focus on cutting the M&S carben footprint by one third by 2025 and
to be fully net zero by 2040 Agreed a new £850m Revolving Credit Facibty linked 1o the delivery of tne net zero roadmap

Eoin Tonge

Drive a focus on financial delivery of critical transformation strategies in Property and supply chain,

Stepped up the new store pipeiine to enable a drive in rotation with ¢ 15 new full line stores and a further 32 store closures in the
pipcline over the next three years with expectation that this will build further. Trials implemented to test an accelerated “close and
recapture” model delivered proof of concept, expanding possibilities around estale rotation capabilittes. Strong results from recent
openings with sales averaging 11% above pian with payback at around 1.5 years (-44% against plan).

With regard to supply chain, Eoin played a key role in the resetting of the Gist relalionship. Put a strong three-year plan in place for
Clothing & Home supply chain and successlully deliverea in-store futfilment.

Design and deliver critical Group investment evaluation processes and models.

Further tightening of our capitai disciptine and appraisal processes Delivered corporate development through purchase of
strategically identified businesses, such as Nobody's Chud, The Sports Edit and our investment in the True investrment fund.

Successfully integrated Jaeger inta the M&S family.
Shape and strengthen the balance sheet.

Balance sheet strengthened with net debt down two-thirds from two years ago, through prudent cashflow management,
capex discipline and working capital nitiatives Critically renegotialed bank revolving credit facility

Deliver step change in the control environment.

Imerovement in all iInternal governance mechanisms including reporling to and engaging with the Audit Committee and

ESG Committee. New business model control framework put in place.

FIGURE 11: ANNUAL BONUS SCHEME 2021/22 (AUDITED)

CORPQRATE GROUP PBT (70%)

INDIVIDUAL (30%)

TOTAL PAYMENT

Target/performance Performance Achievement
Director Min £315m Max £361m % of salary £000
Steve Rowe 1900% of max bonus 83.3% of max bonus 190% £1,601
Ecin Tonge 100% of max bonus 83.3% of max bonus 190% £1,151
£522.9m
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REMUNERATION REPORT
CONTINUED

ANNUAL BONUS SCHEME CONTINUED

DEFERRED SHARE BONUS

ANNUAL BONUS SCHEME FOR 2022/23

PLAN (AUDITED)

Currently 50% of any bonus payrment is
compulsorily deferred into a conditional
share award. These awards vest after three
years, subject to continued employrment
as well as malus provisions. As the ABS did
nol operate in 2020721, no share awards
under the DSBP were made during the
year. The table below provides the value of
the share awards to be made in respect of
the 2021/22 bonus. This value reflect s half
of 1the value shown for the 2021/22 bonus
payrnents in the single figure table on
page 95.

the business.

FIGURE 12:

During the year, the Committee reviewed
the 2022/23 scheme, considering the
accelerated Never the Same Again
transformation programme together
with bonus arrangements elsewhere in

The Commitiee was satisfied that the
structure of the ABS, as approved by
shareholders at the 2020 ACM, remains
appropriate. Subject to the achievermant
of stretching targets, set in line with

the 2022/23 financial plan, the scheme
provides for a competitive bonus
opportunity with a strong focus on
stretching PBT performance.

measured independentty of PET
performance; no individual clement may
be earned until a threshold level of PBT
15 achieved.

The remaining 30% of the bonus will be
rmeasured aganst a scorecard of individual
obijectives, identified as the measurable
key priorities required to drive the
continued lransformation of M&S.

The performance targets for the 2022/23
scherme are deerned by the Beard 1o be
too commercially sensilive to disclose

at this time, as they are not disclosed
elsewherc in the report. Where possible,
they will be disclosed in next year's report

.?45325‘?:2’2?%5; Basis of Fa:fea‘:;l:: d:fr::-r:: Executive directors are eligible to receive a  The Committee, at its absolute discretion,
2021/22 award £000 petiod bonus payment of up to 200% of salary. may use its judgement to adjust
Steve Rowe  50%of £800.7 30/6/2025 Performance will be focused on Croup Qutcomes 10 ensure ‘Lha;t_ any payments
bonus T N made reflect overall business and
i 2 e PBT before adjusting items (PBT) {70%) ndividual performance during Lh
Eoin Tonge  5G% of £5757 30/6/2025  with individual measures set against key nAMIEUEL periermance ounng he year.
bonus areas of delvery of the transformation Any dlscremonrapphed will be clearly
o - disclosed and justified.
plan. Individual performance will again be
_ CORPORATE TARGETS e
Scerecard of
individuat
Group PBT before adjusting items PBT Mmeasures
Director % bonus % bonus  Measures
Stuart 30% — Leadanddevelop a successful rhythen and effective ways of
Machin working with new executive team. Leadership ana governance of
kxecutive Committee
~ Implerment a simplified and effective organisational structure
~ Evolve the Gcado Retail joint vonture and strategic plan.
- Deliver the Food supoly chain transformation
~ Deliver the Praperty store rotation and renewal programme
~ Creale a high performing ano engaged cuiture across the whole
of M&S
Katie 30% — Deliver the MS2 and omni-channel strategy and performance
Bickerstaffe — Improvement 10 Sparks active members, engagenent, tersanalisation
and payment
- Achieve International growth and strategy for India expansian.
— Delivar end to end clotung supoly chain (phase 1)
— Delwver digital and gata capapility and pat at the heart of the delvery
of the next phase of growth transformation
— Clothing category management and ef(ective ways of working
Eoin Tonge 30% — Continue toirmorove and strenginen tne Croup alance sheet

— Impiement a new energised conlre! and nisk framework

— Lead the strategic frameworx review far the next phase of
growtn transformation

— Acceerate the Property store rotation programme

- Lead the organisation productivity and efficiency initiatives

— Deuverastep change in our sustamaoiaty plan and pat at the
centre of our Brand and proposition
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PERFORMANCE SHARE PLAN (PSP)

PSP AWARDS MADE [N 2021/22 (AUDITED)

Ahead of grants being made, the
Committee reviewed the long-term
incentive framework at M&S, assessing
the extent Lo which it remained suitable.
After consideration, it was decided Lhat
the current structural arrangements
remained appropnate, 20% of the 2021
PSP award would be based upon strategic
transformation goals relevant to the
achievernent of Lhe business strategy over
the next three years and the rermaining
80% of the award would be based on EPS
{30%), ROCE (30%) and relative TSR {(20%).

TSR is measured againsl a bespoke group
of 13 companies taken from the FTSE 350
General and Food & Drug Retallers indices,
reviewed prior to granl to ensure the
constituents remained sppropriately
aligned to M&S’ business operations and
best reflected the value of shareholders'

investment in M&S over the respechive
performance period. These companies
are listed in Figure 14.

In light of the return of share price to
pre-pandemic levels, the Committee
decided that it was appropriate for grant
levels to return Lo 250% of salary for the
2021 PSP In determining the size of the
2021 PSP awards, the Committee decided
that as a result of the share price recovery
wver Lhe last 12 months, Tewer sharcs
would be awarded thanin 2020. The grant
was made on 29 Junc 2021.

Having taken the decision to delay target
setting, the Commitfee consuited with
shareholders on the proposed targets
and received support for the proposed
targets. The strategic targets are deemed

toe commercially sensitive to disclose but
will be reported at the time of vesting.

In lne with policy, awards will vest three
years after the date of grant, to the extent
that the performance conditions are met,
and must then be held for a further two
years. Clawback provisions apply during
this holding period. For financial measures,
20% of awards will vest for Lthreshold
performance, increasing to 100% on A
straighi-line basis between threshold and
maximurn performance. For strategic
measures, no payment shall be made if
the larget 15 not achieved. This supports
the Committee’s view that delivery of
these strategic measures is criical;
payment for achievernent below the
target 1s not appropriate. Detailed targets
can be seen in Figure 13.

IINVNHEIACD

FIGURE 13: PERFORMANCE CONDITIONS FOR PSP AWARDS MADE IN 2021/22 (AUDITED)

Details
2021/22 award measures Weighting Threshold Maximum
Adjusted EPS in 2023/24 (p) 30% 150 .24
ROCE n 2023/24 (%) 30% 10.5% 135%
Relative TSR _20% Median Upper quartile
Strategic measures 20% M&S.com growth
Food like-for-like sales
Store staff cost to sales ratio
FIGURE 14: TSR COMPARATOR GROUP 2021/22 AWARDS
ASOS Dunelm Group J Sainsbury Next Wrn Morrisons
B&M European Frasers Kingfisher Tesco
Dixons Carphone JD Sports Fashion N Brown Group WHSmith
FIGURE 15: PSP AWARDS MADE IN 2021/22 (AUDITED)
Threshotd Face value End of
Basis of award level of of award perfermance
% of salary vesting £0C0 period Vesting date
Steve Rowe 250% 20% 2,086 01/04/2024 29/06/2024
Eoin Tonge 250% 20% 1,500 01/04/2024 29/06/2024

PSP grants were made as a conditional share award When calculating the face value of awards to be granted, the number of shares
awarded was multiplied by the average mid-market share price on the five dealing days prior to the date of grant. For the 2021 award,
Lhe share price was calculated as £1.5267, being the average share price between 22 Junc 2021 and 28 June 2021

FIGURE 16: PSP AWARDS VESTING IN 2021/22 (AUDITED)

For directors in receipt of PSP awards
granted in 2019, the awards will vest

in June 2022 based on three-year
performance over the period to 2 April
2022. Performance has been assessed
and it has been determined that 0% of the
total award will vest. The Committee

reviewed this level of vesting against the
wider business performance of the period
and determined this level of payment was
appropriate; nc discretion was applied for
either share price movements or
formulaic vesting outcomes.

Details of performance against the
specific targets set are shown inthe
lable overleaf

The total vesting values shown in Figure 17
directly correspond Lo the figure included
N the single figure fable on page 95.
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REMUNERATION

REMUNERATION REPORT
CONTINUED

PERFORMANCE SHARE PLAN (PSP) CONTINUED

Adjusted EPS in Average ROCE
2021/22  {2019/20-2021/22)

TSR
Total vesting
% of award
2013/20 award 1/3 of award 1/2 of award 1/2 of award
Threshold performance ) 227 1@z Median
Maximum performance 285 127 Upper quartile
Actual performance achieved 2179 ... 87% Belowmadian
Percentage of maximum achieved 0% 0% 0% 0%

The targets outlined above are stated on a post-IFRS 16 basis and include adjustments that have been made for the impact of ihe
investment in Ocado Retail Limited. The onginatl targets were EPS 24.00-31.0p and ROCE 13.0%-170%. For threshold performance 20%
of the 2019/20 award would have vested, increasing to 100% on a straight-line basis between thresheld and maximum performance.

FIGURE 17: VESTING VALUE OF AWARDS VESTING IN 2021/22 (AUDITED)

On grant At the end of performance period (Z April 2022)
Dividend
ivald
u?l:I:T;?:; equ:;.zj;; Impact of Total vesting
granted (incl. during the shire price of sward
rights issue % of salary performance Number af Number of | Performance £000
adjustment} granted period shares vesting  shares lapsing
Steve Rowe 983,801 250% 51,437 0 1,035,238 - £0k

Dividend equivalents accrued during the performance period have been included in the table above.

PSP AWARDS TO BE MADE IN 2022/23

During the year, the Commitlee reviewad the long-term incentive framework at M&S, assessing the extent to which it remained
suitable While the 2022 PSP will maintain the measures used for the 2021 PSP awards (30% adjusted EPS, 30% ROCE, 20% relative TSR
and 20% strategic measures), Lhe EPS and ROCE targels have been increased from those seen in awards from previous years.

In making this decision, the Committee was mindful of the necd to ensure that M&S' PSP motivates senior leaders to drive the
required transformation to secure M&S long-term success while balancing shareholder interests Overall, the Committee believes that
these PSP targets are appropriately stretching in the context of the business and analyst expectations and remain equally challenging
as those set at the starl of the performance period for previous awards

TSR will cnce again be measured against a bespoke group of companies taken from the FTSE 350 General and Food & Drug Relailers
indices. The existing group of 13 companies, as detailed in Figure 14, was thoroughly reviewed to ensure the constiluents remained
appropriate and aligned to M&S' business operations. This review resulted in the remaval of Wm Morrisons, as it is no longer listed on
the FTSE The revised TSR comparator group of 12 companies can be found in Figure 19,

Following a debate on M&S' share price performance since the 2020/21 PSP was awarded in June 2021, a grant of 250% of salary
was approved for the 2022 PSP The Committee will raview and reconfirm this decisian immediately prior to grant to ensure this
rernains appropriate

Performance will be measured as shown in Figure 18 below, with 20% of awards vesting for threshold perfarmance and 1006% for maximum

FIGURE 18: PERFORMANCE CONDITIONS FOR PSP AWARDS TO BE MADE IN 2022/23

Details
2022723 award measures Weighting o THreshnIﬂ T Maximum
Adjusted EPS in 2024/25 (0} _ 0% 18p 27p
ROCE in 2024/25 (%) _ ) 0% 11.5% 140%
Relatwe 1SR T T e hicdan Upper quarte
Strategic measures - 20% M&S.com growth )

Food like-for-like safes
Store staff cost to sates ratio
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PERFORMANCE SHARE PLAN {PSP) CONTINUED

FIGURE 19: TSR COMPARATOR GROUP 2022/23 AWARD

ASOS Dunelm Group J Sainsbury Next
B&M European Frasers Kingfisher Tesco
Dixons Carphone JD Sports Fashion N Brown Group WHSmith

EXECUTIVE DIRECTORS' REMUNERATION

FIGURE 20: DIRECTORS' SHAREHOLDINGS (AUDITED)

The table below sets out the total number of shares held by each executive director serving on the Board during the period to
2 April 2022, Shares owned outright include those held by connected persons.

Thore have been ng changes in Lhie currenl directors interests in shares or options granted by the Company and its subsidiaries
between the end of the financial year and 24 May 2022 No director had an interest in any of the Company's subsidiaries at the

statutory end of the year, 8
B
Unvested g
with Without z
performance performance ]
conditions  conditions Vested m
Shares owned Performance Restricted Share unexercised
outright Share Plan Plan options
Steve Rowe 562,662 3,861479 - -
Ecoin Tonge 277999 2032049 789,252 -

FIGURE 21: SHAREHOLDING REQUIREMENTS INCLUDING POST-CESSATION (AUDITED)

All executive directors are required to build shares equivalent in value fo a minimurm percentage of therr salary within a five-year period
from their appointment date. For the CEQ, this requirement 1s 250% of salary and for other executive directors the requirerment is 200%
of salary. A similar requirement of 100% of salary currently applies to members of the Executive Committee below Board level

The chart below shows the extent to which each execulive director has met their target shareholding as at 2 April 2022, For Steve
Rowe, his 250% shareholding requircment is measured from the date he was appointed CEQ. Although the respeclive Larget has not
yet been achieved, the Committee is satisfied that no shares granted or held have been sold by cither the CEC or his related parties
and that the CEO's interests remain strongly aligned wilh shareholders.

For the purposes of the requirements, the net number of unvested share awards not subject to performance condilions is included
and is reflected in the chart below. The Committee continues to keep shareholding requirement guidelines and actual director
shareholdings under review and will take appropriate action should it feel this is necessary.

To support the Committee's intention Lo drive long-term, sustainable decision-rmaking for the benefit of M&S and our shareholders
and in line with the 2018 UK Corporale Covernance Code changes and the Investrnent Association's updated guidelines, in 2020

the Committee approved the extension of shareholding guidelines to beyend the time at which an executive director leaves M&S.
Directors are required to maintain their minimum shareholding requirement, or, if their level of shareholding is below this, their actual
shareholding, for two years after leaving M&S. For the avoidance of doukt, the Committee has approved all vesting awards from 2020
grants onwards to be held in a nomince vehicle to ensure the successful operation of this policy.

For the purposes of this calculation, an average share price is used to reduce the impact of share price volatility on the results.
The average sharc price for the year was £1.809, with resultant shareholdings illustrated in the chart below.

Steve

Rowe 126% 250% of salary
Eoin
200% of s: 210%
salary H

@ Shares owned outnght @ L nvested DIBERSE shares Shareha d ng requirement
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REMUNERATION

REMUNERATION REPORT

CONTINUED

EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

EMPLOYEE SHARE SCHEMES

ALL-EMPLOYEE SHARE
SCHEMES (AUDITED)

DILUTION OF SHARE CAPITAL
BY EMPLOYEE SHARE PLANS

Executive direclors may participate in
ShareSave, the Company's save as you
earn (SAYE) scheme, and ShareBuy, the
Company’s share incentive plan, on the
same basis as all other eligible colleagues.
Further details of the schemes are sot out
innote 13 of the financial statements on
pages 154 to 156.

Awards granted under the Company’s
SAYE scheme and discretionary share plan
can be met by the issue of new sharecs
when the options are excrcised or through
markel purchase shares.

The Cormpany monitors the number

of shares issued under thase schemes
and therr impact on dilution limits, The
Cormpany’s usage of shares compared
with the dilution bmits set by the
Investment Association in respect of all
share plans (10% in any rolling 10-year
period) and exccutive share plans (5% in
any rolling 10-year period) as at 2 April
2022 is shown in Figure 22 and 23

FICURE 22: All share plans

Actual
Limit

8.89%
10%

FIGURE 23: Executive share plans

Actual
Limit

275%
5%

FIGURE 24: EXECUTIVE DIRECTORS' INTERESTS IN THE COMPANY'S SHARE SCHEMES (AUDITED)

Maximum Dividend Maximum
receivable at  Awarded during  Exercised during Lapsed during equivalents receivable at
3 April 2021 the year the year the year accrued 2 April 2022
Steve ROWE
PerformanceShare Plan 3228450 1366809 T I33880 o 38817
Deferred Share Bonus Plan - 7 - - o - -
SAYE 21951 - - - - 21,951
Total 3,250,401 1,366,509 - 733,480 - 3,883,430

Performance SharePlan 1049538 e e e
SAYiE' i 2']','951 i - - -
Total 1,860,741 982511 - - - 2,843,252

The market price of the shares at the end of the financial year was £1 5795; the highest and lowest share prices during the financial

year were £2.5690 and £1.3155 respectively

Figure 25 shows the time horizons of outstanding discrelionary share awards (including dividend equivalent shares accrued during
the performance period) for all directors serving on the Board during the year,

FIGURE 25: VESTING SCHEDULE OF EXECUTIVE DIRECTORS’ OUTSTANDING DISCRETIONARY SHARE AWARDS

Maximum 2022f23 2023f24 202425
receivable at o
2 April 2022
{alt discretionary Maximum Maximum Maximum
schemes) receivable Lapsed receivable Lapsed receivable Lapsed
Steve Rowe Performance Share Plan 3,861,479 - 10357238 1,459,732 = 136eR0e -
Eoin Tonge Performance Share Plan 2032049 - - 1049538 - 982511 -
Restricted Share Plan 789,252 526,168 - 263,084 - - -

As reported on page 99, the 2019 PSP awards included within the totals shown in Figure 25 will vest at 0% in June 2022, This has been
reflected above in the 2022/23 Lapsed column
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EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FICURE 26: PERFORMANCE AND CEO REMUNERATION COMPARISON

This graph illustrates the Company's performance against the FTSE 100 over the past 10 years. While M&S is not currently a
constituent of the FTSE 100 Index, the Committee feels that this remains the most appropriate comparator. The calculation of TSR is
in accordance with the relevant remuneration regulations. The table below the TSR chart sets cut the remuneration data for directors
undertaking the role of CEQ during each of the last 10 financial years.

20102 7012113 2013/14 2014015 2015416 016417 201718 2018/19 2019720 2020421 2021722
— Marks and f fm
Spencer
Group ple (£} 700 Y
— FTSE 100 35
Index ()
Sowrce 150 30
ThAersmm
[fer i tary, i3
o cE0 st sfozna 205 oajeans oo a
- 1 20
figure 00 0z/04/12 30/03/13 njoina s
remyngeration 30703719 - o
(£000) ’ Z
- o3j0as 02042 z
m
d . . . . ® ° ® ° *
0 3]
CEo
CEO single Steve Rowe - — - - 1,042 1123 1517 1,205 1,068 2630
figure (]000)  Marc Bolland 2,142 1568 2,095 2015 - - - ~ - -
Annual bonus  Steve Rowe - - - - 3698% Q00% 0.00% 0.00% 000% 95.0%
payment
{% of maximum) Marc Balland 47 50% Q00% 30.55% 31.90% - - - B - -
PSPvesting  Steve Rowe - - - - COO%  820%  340%  1120%  000%  OO0%
(% of Maximum) Marc Bolland DO.00% 7.60% 470% 4.80% - - - - - -

FIGURE 27: PERCENTAGE CHANGE IN DIRECTORS’ REMUNERATION

The table sets out the annual percentage
change in salary, benefits and bonus for

% change 2020/21-2021/27 % change 2019/2020-2020/21

2020/ 2019/20
Base salary/ Base salary/ each director cormnpared with that of the
fees Benefits  Annual bonus fees Benefits  Annual bonus average full-lirme equivalent total reward
Steve Rowe 1% -20% 100% 0% -36.8% - for all UK colleagucs.
Eoin Tonge 1% -33%  100% 0% - . For non-executive directors,
Archie Norman 1% 200% N/A 0% -74% N/A - benefits comprise taxable expense
Andy Halferd 1% 100% N/A 0% 0% N/A  rembursements relating to travel,
Andrew Fisher 1% 100% N/A 0% -100% /A accommadation and subsistence in
Justin King 1% 00% N/A 0% 100% N/A connectlon_wth the aFtendan;e at Board
T " " and Committee meetings during the year.
amara Ingram 1% - N/A 0% — NA L The change in the taxable benefits is a

Sapna Sood 1% - N/A 0% - N/A result of Covid-19 travel restrictions easing
Evelyn Bourke 1% 00% N/A N/A N/A N/A  and not a change in the benefits policy.
Fona Dawson 1% - N/A N/A N/A N/A
UK colleagues
(average FTE) 2% Q% 100% 0% 0% -

FIGURE 28: RELATIVE IMPORTANCE

202021 o1/22
OF SPEND ON PAY fm £m % change
The table opposite llustrates the Total colleague pay 1,463‘?’ 1,487.:'.': 1.6%
Company's expendilure on pay in Total returns to shareholders Nil Nil -
comparison with profits before tax and Group PBT before adjusting items 416 522.9 1,257%

distributions to sharehotders by way of
dividend payments and share buyback.
Total colleague pay is the total pay for
all Group colleagues. CGroup PBT before
adjusting items has been used as a
cornparison, as this is the key financial
metric that the Board considers when
assessing Company performance.

Group PBT before adjusting items as disclosed on page 86.
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REMUNERATION

REMUNERATION REPORT

CONTINUED

EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 29: SERVICE AGREEMENTS

In line 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
appaInument Notice penod
SteveRowe 02/04/2016 12 months/6 months
Eoin Tonge 08/06/2020 12 months/6 months

CHANGES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2021/22

DIRECTORS APPOINTED TO THE BOARD

As announced on 10 March 2022, Stuart
Machin will join Lthe Board on 2% May 2022
as CEQ. His basic annual salary s £800,000.
Stuart's incentive arrangements are
aligned with our Remuneration Policy, as
surmmarised on page 91

It was announced on the same day that
Katie Bickerstaffe, having previously
served as a non-executive director, witl
resoin the Board on 25 May 2022 as
Co-Chiel Execulive Her basic annuat
salary is £750,000.Katic's incentive
arrangements are aligned with our
Remuneration Policy on page 91.

EXTERNAL APPOINTMENTS

PAYMENTS FOR THE
LOSS OF OFFICE (audited)

As announced on 10 March 2022, Steve
Rowe will stand down from the Board after
the preliminary results on 25 May and will
cease (ull-time emptoyment with M&ES at
the ACM on & July. In view of his wisdom
and formidable knowledge of the
Business, he has agrecd Lo remain as an
adviser to the new leadership for up to

12 months The terms of his remuneration
upon leaving are in line with the approved
Termination Policy Steve is contractually
entitled to receive a salary, and benefits,
by way of phased monthly payments

from 6 July 2022 to 5 July 2023, subject
to mitigation

The Commitlee determinaed good leaver
treatment in line with the plan rules, and
therefore his unvested conditional shares
awarded under the 2020 and 2021 PSP will
be lirne pro-rated to § July 2022 As
detailed earlier in the report, the PSP
awards granted n 2019 vested in June 2022
at 0%, resulling in the award lapsing in full

PAYMENTS TO PAST
DIRECTORS (audited)

There were no payments made to past
directors during the period.

The Company recognises that executive
directors may be inviled 1o become
non-executive direclors 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 direclor 1o
retain any fec, No executive directors held
an exfernal appointment during 2021/22

FIGURE 30: NON-EXECUTIVE DIRECTORS’ TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Non-execulive directors receive fecs
reflecting the time commitment, demands
and responsibilities of the role. Fees paid
to the non-executive directors and Board
Chairman for 2021/22 and 2020/21 are
detailed in the table opposite.

Benefits include expense reimburserments
relating o travel, accommedation and
subsistence in connection with the
attendance at Board and Committee
rmeetings during the year, which are
deemed by HMRC to be taxable.

The amounts in the table opposite
include the grossed-up cost of UK tax
paid by the Company on behalf of the
non-exacutive directors. Non-taxable
expense reimbursements have not been
included in the table.

As reported last year, the basic non-
exacutive fee increased by 1% Lo £72.215
with effect from 1 July 2021. The Board
Chairman was similarly swarded an
increase of 1% with effect from 1 July 2021
The total aggregate fee for the Board
Chairrnan increased to £618,000.

104  Marks and Spencer Group plc

The additional fee for chairing a committee increased in the year from £15,500 to

£20.000 with effect from 1 January 2022,

In ine with pay increases across the business, non-executive director fees will increase
by 3% to £74,380 with effect from 1 July 2022. The Board Chairman was also awarded an
increase of 3% bringing the total aggregate fec to £636,540.

Fee levels will again be reviewed in the year, ahead of any changes which would be

effective 1 July 2023.

Basic fees Additional Benefits Total
£000 fees £000 £000
£000
Drrectar Year
Archie Norman 2021/22 72 544 0 _ B26
2020/21 i 541 5 617
Andy Halford 02122 73 31 0 103
2020/21 71 31 8] 102
Andrew Fisher 2021722 72 17 ) 80
a2 7 16 0 87
Justin King 202122 72 0 L 1z
2026/21 7 o 1 72
Tamara Ingram' 2022 ‘2 V9B
2020/21 60 10 Q 70
Sapna Sood 262122 12 9. . T2
2020/21 60 o] 0 60
Evelyn Bourke 2021/22 r. 0 ! 73
2G20721 [V a G (V4
Fiona Dawson 202122 62 L 0 62
{from 25 May 2021) 2020;27 T Q 67 T 6 o ’ 6

1 The 2020/21 addingnal fees for Tarmara Ingramn nave been restated toinclude £ 5167 Comim ttee Chair fees earned in

702021 but paid in 2021/27



NON-EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 31: NON-EXECUTIVE DIRECTORS’' SHAREHOLDINGS (AUDITED)

The non-executive directors are nat Changes in the current non-execulive
permitted to participate in any of the directors’ interests in shares in the
Company’s incentive arrangements. Company and ts subsidiaries between the

All non-executive dircctors are end of the financial year and 24 May 2022
required to build and maintain a (or upen their date of retiring from the
shareholding of al least 2,000 shares Board) are shown in the table opposite

in the Company upon joining M&S,

The table opposite details the
shareholding of the non-cxccutive
directors who served on the Beard during
the year as at 2 April 2022 (or upon their
date of retining [rom the Board}, ncluding
those held by connected persons.

FIGURE 32: NON-EXECUTIVE DIRECTORS' ACREEMENTS FOR SERVICE

Number Numbker

of shares of shares

held as at held as at

Director 2 April 2022 24 May 2022
Archie Norman 148600 MNo change
Andy Halford 25,200  No change
Andrew Fisher 4243  No change
Justin King 64,000 No change
Tamara Ingram 2000 _No change
Sapna Sood 2,000 Mo change.
Evelyn Bourke 50,000 No change
Fiona Dawson 12,352 No change

Non-executive dire;tors ha\.’E: an Director Date of appointment Notice period
38:?22?1 Lqr;crwcte) f:ir an'lnliLaldti';recw Archie Norman 01/09/2017 & months/s months
wWNICH Can be terminate Y
either party giving three months' notice Andy Hali_’gfg 01/01/2013 3 months/3 months
(or six months’ notice for the Chairrman). Andrew Fisher 81/12/2015 3 months/3 months
) in Ki Q1/01/2019 3 months/3 h

The table opposite sets out these terms Justin King /01720 /3 months
for all cutrent members of the Board., Tamara Ingram 01/06/2020 3 months/3 months

Sapna Sood 01/06/2020 3 months/3 months

Evelyn Bourke 01/02/2021 3 months/3 months

Fionha Dawson 25/05/2021 3 months/3 months

NON-EXECUTIVE DIRECTOR CHANGES TO THE BOARD DURING 2022/23

ROLE CHANGES WITHIN THE BOARD Evelyn Bourke will become Chair of
Andy Halford retires as the Chair of the the Audit Cormmittee _WIU"I effect from
Audit Committee an 7 June 2022, he witl 7 June 2022, Evelyn will receive a total

foeo of £92,215, which i1s inclusive of the
standard annual non-cxecutive director
fee of £72,216 {£74,380 from 1 July 2022).

remain as the Senior Independent Director
until he retires and steps down before

the 2023 ACM. His fee witl increase, in line
with the increase to basic non-executive
director fees, from £103,215 to £105,380.
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REMUNERATION

REMUNERATION REPORT
CONTINUED

REMUNERATION COMMITTEE

REMUNERATION COMMITTEE REMIT

Durng the year, the Remuneration Committee reviewed the Terms of Reference to ensure that they reflected the government’s latest recommendations and the revised
principles of the Remuneration Policy as set out in the UK Corporate Governance Code 2018 In particular, the Commuttee, in its support of the Nomination Committee,
expanded its remit 1o specifically discuss the tatent and successton in the seror leadership groun and assocrated pay arrangements The Terms of Reference can be found

an the Company’s website at cerporate.

KEY RESPONSIBILITIES

om/investorsfcorporate-g v

4 &

nance-fr

k

The Committee continues to have a strong focus
on ensuring an appropriate alignment between
the remuneration of exacutive directors, the
Executive Cormmittee and colieagues across M35,
ensuring that the serior remunerabion framewerk
is strategically aligned with the business but that
it also attracts and recognises the talent required
to dnive transformation and cultural change within
MBS The responsibilities are broadly as follows'
Setting rermuneration policy and practires that
are designed to support strategy and promote
the leng-term success of M&S while following
the principies,
Clarity: Remunaration arrangements
are transparent 2nd promote effectve
engagement with shareholders and
the workforce.
Simplicity: Rermnuneration structures are
urcomplicated, and their rationale and
oRerarion sre easy to understand.
+  Risk: Ensure that reputational and other risks
from excesswve rewards, and behavioural risks

that can arise from target-based incentive
plans, are identified and mitigated
Predictability: The range of possible values of
rewards to executive directors is identified and
explained at the tirne of approving the policy.
Proportionality: The link between individual
awards, the delivery of strategy and the
long-term performance of the Company

1s clear Gutcomes should not reward

poor performance.

Alignment with culture: incentive scnemes
that dnye behaviours consistent with

M&S’ purpose, values and strategy

- Determiming the terrs of employment and
remuneration for the executive directors and the
Executive Committee, including recruitrent and
termination arrangerments

- Copnsigering the appropriatensss of the semor
remuneration framework and exercising
independent judgerment and discretion when
authorising remuneration outcomnes, taking

REMUNERATION COMMITTEE AGENDA FOR 2021722

Cempany and individual performance, and the
context of the wider workforce, into account,
Noting the total pay budgets. including salary,
bonus and share scherme allocations, across all of
M&S, together with the principles of allocation to
£nsure appropriate consistency with the 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 subseguent
achievernent of performance targets relating to
any share-based incentive plan for the executive
drrectors and Execuhve Committee

Receiving direct feedback frorm BIG, the Group's
colleague representative body, calieague voice
surveys and management reports te ensure
colleague views on Group culture, including
rerhuneration strategy and 1&D are considered.

REGULAR ITEMS
Pay arrangements

Within the terrms of the M&S Remuneration Policy,
approval of the rermuneration packages for the
executive directors, the Executive Committee,
and any terrmination payviments where applicable
Considerstion of the appropriateness of

the serior remuneration framework in the
context of the rest of the organisation and
exterpal governance

Noting of the fotal budgeted salary expenditure
acrass M&S, ensuring principles for rewarg
allocation are aligned across M&S

Annual Bonus Scheme

Review of achievernents aganst 2021722
performance objectives for executive directors
and the Executive Comrrittee.

Approval of targets for the 2022/23 ABS ensuring
that the performance condiions are transparent,
stretching and rigorously applied.

Approvat of the 2022/23 individual performance
objectives for executive dirgctors and the
Executive Cormmittee,

EFFECTIVENESS Of THE
REMUNERATION COMMITTEE

Durnng the year, the Boarg Chalrrman led aninternal
review of the Board's effectiveness, All non-executive
directors independently provided their views, which
were then reviewed and discussed collectively

The Remuneration Committee, under the
leadership of Andrew Fisher, continues to operate
efficently, matters discussed during the year
futfil the Committee’s expanded remit and are
thoughtfully debated in the context of internal
and external factors.
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- Noting of the total budgeted expenditure for
the ABS across M&S

Leng-term incentives

- Approval of 2022 PSP awards for the executive
directors and the Executive Committee

- Approve the 2022 PSP targets ensunng
appropriate slignment between driving
exceptonal perfarmarice and maolwvating and
retaining top talent

-~ Approval of the vesting level of the 2019 PSP
awards across MRS,

- Regular review of all in-flight PSPs against targets.

- Consderation of long-term share awards granted
to colleagues below Executive Commuttee level,

Governance and external market

- Review of the M&S Rermuneration Policy, ensunng
that it continues ta support the long-term
success of M&S and (s aligned with the 2018 UK
Corporate Governance Code, other external
governance and emerging best practice.

2022/23 ACTION PLAN

Review the appropriateness of the senicr
remuneration framework in the context of the
rest of the organisation and external governance.
Approval of the Directors’ Remurigraton Report
for 2021/22 and review of the AGM vating outcome
for the 2020/21 report

Review of the Cornmittee’s performance in
2021/22, including assurance that the principles of
the revised Terrnis of Reference and broader remirt
of the Committee are ernbedded.

Assessrnent of the external market when
conskiering remuneration arrangerments for
executive directors and the Executive Commitree
Review the effectiveness and transparency of
rernuneration reporting

Noting of direct feedback from BIC, M&S
colteague representative bady. to ensure that

all colieague views are receved and considered
by the Board when making remuneration and
reward decisions.

Talent planning

£

Neting the performance management
process across the busmeass.
Discussing senior leadership talent and
succession planming.

Full review of the M&S Rernuneration Policy in
anticipation of the binding shareholaer vote at
the 2023 ACM, ensuring the policy continues ta
accelergte the transformation and support
tong-term success of MAS and is aligned wth

the 2018 UK Corporate Covernance Code, bther
external governance and emerging best practice
Review and discuss Group future pay and incentive
structures o align with organisational desigt
and M&S values, ensuring appropriateness of
reward structures and costs for the future.as well
as continued alignment with the Board approach
to pay

Review of proposed ESG customer sentiment
metric and establishment of base Line for
measurement together with continuing discussion
an alternative E5G measurés to ensure appropriate
focus on Plan A goals in Board pay arrangernents
Continue to support the work of the Nomination
Comrnittee through the assessment of senior
leadership talent, succession planmng and
assoctated pay arrangements, together with
talent plans and colleague engagement across
the entire orgarmisation,



REMUNERATION COMMITTEE CONTINUED

FIGURE 33: REMUNERATION COMMITTEE MEETINGS

The table opposite details the
independent non-executive
directors that were members of
the Commitlee during 2021/22.

COMMITTEE ADVISERS

Member
since

Number of % of
meetings meetings
attended attended

Maximum
possible

meetings

MEMBER
Andrew Fisher 1 Qclober 2018 5 5 100%
(Committee Chair)

Archie Norman 3 November 2017 5 5 ~loo%
Tamara Ingram 11 September 2020 BT s oo

In carrying out its responsibilities, the
Cormmittea is independently advised
by external advisers. The Committee
was advised by PwC during the year.
PwC 1s a founding member of the
Remuneration Consultants Croup and
voluntarily operates under the code
of conduct inrelation to executive
remuncration consulting in the UK.
The code of conduct can be found at
remunerationconsultantsgroup.com.

The Commitlee has not explicitly
considered the independence of the
advice it recejves, although It regularly
reflects on the quality and objectivity of
this advice The Committee is satisfied that
any conflicts are appropriately managed

PwC was appointed by the Committee as
its independent adviser in 2014, following
a rigorous and competitive tender
process. PwC provides independent
commentary on matters under
consideration by the Committec and
updates on legislative requirements, best
practice and market practice. PwC'’s fees
are typically charged on an hourly basis,
with costs for work agreed in advance.
During the year, PwC charged £66,750 for
Remuneration Cornmittee matters. This

is based on an agrecd fee for business

as usual support, with additional work
charged at hourly rates. PwC has provided
tax, consultancy and risk consulting
services to the Croup in the financial year.

PwC's advisory tearm has no connection
with any individual director of the Group.

The Committee alsc seeks internal
support frem the CEOQ, CFC, General
Counsel & Company Secretary and

the Head of Execulive Reward & Pay
Governance as necessary. All may attend
the Committee mectings 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 thal published by
Aon Hewitt Lirmited, KPMG, PwC, FIT
Remuneration Consultants, Korn
Ferry and Willis Towers Watson.

REMUNERATION COMMITTEE STAKEHOLDER AND SHAREHOLDER ENGAGEMENT

The Committee is dedicated to ensuring
that executive pay remains competitive,
appropriate and fair in the contexts of the
external market, Company performance
and the pay arrangerments of the wider
workforce. In collaboration with the Head
of Executive Reward & Pay Governance,
the Committee gives colleagues,
through colleague representatives,

the cpportunity to raise questions or
concerns regarding Lhe remuneration of

the execulive directors. During the year,
colleague representatives were given

the opportunity Lo raise their views wilh
the Remunearation Committee via Lthe

BIG Chair. Details of the directors’ pay
arrangements were discussed in the
context of the reward framework for the
rest of the organisation and external
factors; no concerns were raised cither
during these discussions or subsequently.

The Committec is dedicated to a
continuous, open and transparent
diaioguc with shareholders on the issue of
executive rermuneration. As described in
the Commiltee Chair's letter, dialogue on
the proposed measures and weightings
of the PSP continued during the year.
Shareholders were positive in their
feedback and confirmed thal the targets
set aligned with their expectlations

SHAREHOLDER SUPPORT FOR THE REMUNERATION POLICY AND 2020/21 DIRECTORS’ REMUNERATION REPORT

Af the Annual Ceneral Meeting on
& .July 2021, 9915% of shareholders
voted in favour of approving the
Directors’ Remuneration Report for

2020/21. The Cormmmittee believes that this
illustrates the strong level of shareholder
support for the senior remuneration
framework. The table below shows Tuil

details of the voting outcomes for the
2020/21 Directors Remuneration Report.

FIGURE 34: VOTING OUTCOMES FOR THE REMUNERATION POLICY AND 2020/21 REMUNERATION REPORT

Votes for % Votes for Votes against % Voles against Votes withheld
Remuneratiangolicy (at the 2020 AOM) 1,125,697,134 9714% 33187602 286% 942 792
2020/21 Remuneration Report (at the 2021 ACM) 1.271,170,625 99.15% 10,910,040 C.85%  2734,663

APPROVED BY THE BOARD

Andrew Fisher Chair of the Rermuneration Committee

London, 24 May 2022

This Rernuneration Policy and these reruneration reports have been prepared in accordance weth the relevant provision of the Companies Act 2006 and on the basis prescrnbed in
1he Large and Medium-sized Companies and Croups {Accounts and Reports) (Amendment) Regulations 2013 ("the Regulations™) Where required, data has been audited by Deloitte,

and this is ndwcated appropriately
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GOVERNANCE

OTHER DISCLOSURES

DIRECTORS’ REPORT

Marks and Spencer Croup plc

{the *Company™} is the holding company
of the Marks & Spencer Group of
companies (the “Croup’).

The Direclors’ Report for the year ended
2 April 2027 comprises pages be to 112
and pages 210 to 211 of this report,
together with the sections of the Annual
Report incorporaled by reference. As
permitted by legislation, sorme of the
matiers required to be included in the
Directors’ Report have instcad been
included in the Strategic Report on pages
2 to 55, as the Board considers them 1o
be of strategic importance. Specifically,
these are

- Future busingss developmeonts
(throughout the Strategic Report).

- Risk management on pages 45 to 46.

- Details of branches operated by the
Company on pages 9 to 25.

- Information on how the directors
have had regard for the Company’s
stakeholders, and the effect of that
regard, on pages 32 to 34

The Strategic Report and the Directors’
Report together form the Management
Report for the purposes of the Disclosure
Guidance and Transparency Rules

(DR 418K

Information relaling to financiat
instruments can be found on pages 165
to 175 and s incorporated by reference

For information on our apgroach to
social, environmental and ethical matters,
please sce our ESC Committee repert

on pages 70 to 77, and refer to the
sustainability section of our website:
marksandspencer.com/sustainability.

Other information Lo be disclosed in the
Directors’ Report i1s given in this section.

The Directors Report fulfils the
reguirernents of the Corporate
Covernance Statement for the purposes
aof DTR 7.2.3R Further information is
availablie online at marksandspencer.
comjthecompany.

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 liabitities of the directors in
connecltion with those reports shall be
subject to the Uimitations and restrictions
provided by such taw
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INFORMATION TO BE DISCLOSED
UNDER LR 9.8.4R

Fage

Lisking Ruie Detail reference
©.8.4R (1) (2) Not applicable N/A
o TS

incentive schemas 91-93,

95,

99-104

BOARD OF DIRECTORS

The membership of the Board and
biographical details of the directors

are provided on pages 60 and 61 Changes
to the directors durnng the year and up to
the date of Lhis report are set out below.
Delails of directors beneficial and
non-beneficial interests in the shares of
the Cornpany are shown on pages 100 to
102 and 105. Options granted to directors
under the Save As You Earn ("SAYE") and
Executive Share Option Schemes are
shown on page 102 Further information
regarding employec share option
schemes is provided in note 13 to the
financial statements on pages 154 to 156.

Fifective date of
aeparture/

Name Role sppantment
Departures e
Steve Rowe  Exccutive 25 May 2022
e e irECTOT _
Appoiﬁtments i
Eio_n—;‘ MKE)H‘Executwe 25 May 2021
Dawson _ Director ) —
Stuart Exacutive 25 May 2022
Katie Executive 25 May 2022

Bickerstalfe Dircctor

The appointment and replacement of
directors is governed by the Company's
Articles of Assoctalion (the “Articles™),

the UK Corporate Covernance Code

(the "Code™), ihe Companies Act 2006 and
related legislation. The Articles may be
amended by a special resolution of the
shareholders. Supject to the Articles,

the Companies Act 2006 and any
directions given by speciat resolution,
the business of the Company will be
managed by the Board who may exercise
all the powers of the Company.

The Company may, by ordinary resclution,
declare dividends riot exceeding the
amounl recommended by the Beoard.
Subject to the Companies Act 2006, the
Board may pay interim dividends and also
any fixed rate dividend, whenever the
financial position of the Company, in the
opinion of the Board, Justifics its payment.

The directors may from time to time
appoint one or more directors. The Board
may appomnt any person o be a director
(soiong as the total number of directors
does not exceed the limit prescribed in
the Articles). Under the Articles, any such
director shall hold office oniy until the
next Annual General Meeting (AGM™)
where they will stand for annual election

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 an interest

in an existing or proposed transaction with
Marks & Spencer, they should notify the
Board in wnting or at the next Board
meeting. Internal controls are in place to
ensure Lhat any related party transactions
involving direclors, or thewr connected
parties, are conducted on anarm’s lengih
basis. Directors have a continuing duty

to update any changes to these conflicts

DIRECTORS’ INDEMNITIES

The Cornpany maintains directors and
officers’ lability insurance which provides
appropriate cover for legal action brought
against its directors. The Company has
also granled indernnities fo cach of iIts
directors and the Company Secretary to
the extent permitted by law. Qualifying
thirg-parly indemnity provisions (as
defined by Section 234 of the Companies
Act 2006) were in force during the year
ended 2 Aprit 2027 and remain in force

in relation to certain losses and liabitities
which the directors (or Company
Secretary) may incur to third parties in
the course of acting as directors or
Company Secretary or employees of the
Company or of any asscociated company
Qualifying pension scheme indemnity
provisions (as defined by Section 235 of
the Companies Act 2006) wore in force
during the course of the financial year
ended 7 April 2022 for the bencfit of

the Trustees of the Marks & Spencer

UK Pension Scheme, both in the UK and
the Republic of Ireland



PROFIT AND DIVIDENDS

VARIATION OF RIGHTS

The profit for the financial year, alter
taxation, amounts to £309.0m {last
year £{194.4)m on a 52 week basis). The
directors have not declared dividends
as follows:

Crdinary shares £
No proposed interim dividend

{Last year no proposed

interim dividend) -
No proposed final dividend

{last year no proposed

finaldividend) "
Mo dividend propused

for 2021/22

(lasl year no

proposed dividend} -

SHARE CAPITAL

The Company's issued ordinary share
capital as al 2 Aprit 2022 compriscd a
single class of ordinary share. Fach share
carries the right Lo one vote at general
meetings of the Company.

During the financial year, 215,753 ordinary
shares in the Cormpany were issued under
the terms of the United Kingdom
Employees’ SAYE Share Option Scheme.
31,470 shares werc issued at a price of
151p, 122,163 shares at a price of 82p and
62,120 shares al a price of 238p

In addition, during the period, 2,176,000
ordinary shares werg issued to satisfy
employee sharc awards under the
Company's Restricted Share Plan al a
price of 1p.

Details of movements in the Company’s
issued share capital can be foundin
note 24 to the financial statements
onpage 177

RESTRICTIONS ON TRANSFER
OF SECURITIES

There are no specific restrictions on the
transfer of securitics in the Company,
which is governed by its Articles and
prevailing legislation. The Company is not
aware of any agrecments between holders
of securities that may result in restrictions
an the transfer of securities or that might
result in restrictions on voting rights.

Subject to applicable statutes, rights
allached 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 separale general meeting
of the shareholders.

RIGHTS AND OBLIGATIONS
ATTACHING TO SHARES

Subject to the provisions of the
Cornpanies Acl 2006, any resolution
passed by the Company under the
Companies Acl 2006 and other
shareholders’ rights, shares may be issucd
with such rights and restrictions as the
Company may by ordinary resolution
decide, or (if there is no such resolution
or 50 far as il docs not make specific
provision) as the Board may decide.

POWERS FOR THE COMPANY
ISSUING OR BUYING BACK ITS OWN
SHARES

The Company was authorised by
shareholders at the 2021 ACGM to purchase
in the market up to 10% of the Company’s
issued sharc capital, as perritted under
the Company's Articles. No shares were
bought back under this authority during
the year ended Z April 2022 and up to the
date of this report.

This standard authority is rencwable
annually; the directors will seck to renew it
al the 2022 ACM.

The Company was also authorised at the
2021 ACM, pursuant to the reduclion of
the nominal value of its ordinary shares
from £0.2510 £001, Lo mzke an off-market
purchase of its deferred shares of £0.24
each. in accordance with this authority,
1,957,779,626 defcrred shares of £0.24 were
bought back for a total aggregate amount
of £001, and cancelled on 8 July 2021.

INTERESTS IN VOTING RIGHTS

Information provided to the Company
pursuant to the Financial Conduct
Authority’s DTRs is published on a
Regulatory Information Service and

on the Company's website. As at 2 April
2022, the foliowing information has
been received, in accordance with DTR
5, from holders of notifiable interests in
the Company’s issued share capital.

Notifiable interests

Voting rights

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
hotdings are likely to have changed
since the Company was notified.
However, notification of any change is
not required until the next notifiable
threshold 1s crossed.

% of capital
disclosed Nature of holding as per disclosure

Schroders plc 90,163,730 5549 Indirect intarest (5.547%),
CFD {0.001%)

Citadel LLC and its group 97,679,549 5.00052" Equity swap

Blackrock, Inc. 98,157,250 501 Indirect interest (4.62%),
securities lending (0.13%),
CFD (0.26%)

RWC Asset 104,965,660 538 Indirect interast

Management LLP

Norges Bank 57,796,956 285168 Direct interest

*  Disclosures made prior to the 2019 rights 1ssue.

*+ Disclosed on 15 Septernber 2020 A further disclosure was rnade on 15 September notifying the Company
that Citadel's holding had decreased below the 5% notifiable threshold, which did not state the new position.

Ir the period from 2 April 2022 to the date of this report, we received a furthar

notification in accordance with DTR 5 from Blackrock Inc, disclesing a holding

of 117,319,126 ordinary shares {(597%, broken down as follows: Indirect, 5.49%;

Securities lending, 0.07%; and CFD, 0.41%).
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GOVERNANCE

OTHER DISCLOSURES

CONTINUED

The dircctors were granted authority

al the 2021 ACM to allot relevant
securities up to a nominat amount of
£6,521,758.64. This aulherity will apply
until the conclusion of the 2022 AGM.

Al this year's AGM, shareholders will be
asked to grant an authority 1o allot
relevant securities {f} up to a nominal
amount of £6,52988195 and {if)
comprising equity securities up o a
nominal amount of £13,059,763.91

(after deducting from such timi 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 ACM to be held in 2023
or on 1 October 2023, whichever is sooner.

A special resolution will e proposed

to renew the directors’ powers to make
non pre-emptive issues for cash in
connection with rights 1ssues and
otherwise up to a nominal amount of
£979,482.29 In addition, a separate
special resolution will be proposed, inling
with institutional sharcholder guidelines,
to authorise the directors to make
non-pre-emptive issues for cash in
connection with acquisitions/specified
capital investrments, up Lo a further
nominal amount of £979,482.29.

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 mited to a maximum of 195,896,459
ordinary shares and scts the minimum
and maxirnurn prices which will be paid.

DEADLINES FOR EXERCISING
VOTING RIGHTS

Votes are cxercisable af a general meeting
of the Company in respect of which

the busincss being voted upon is baing
heard. Votes may be exercised in persen,
by proxy or, in relation to corporate
members, by corporate representatives
The Articles provide a deadune for
subrmissicn of proxy forms of not loss
than 48 hours before the ime 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 1s
not a working day.
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SIGNIFICANT AGREEMENTS -
CHANGE OF CONTRCL

There are a number of agreements to
which the Company is party Lhat 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 te various institutions on
6 December 2007 under Secticn 144a
of the US Seccurities Act contain an
option such that, upon a change of
control event, combined with a credil
ratings downgrade, any holder of
such a US Nole may reqguire the
Company to prepay the pnincipat
amount of that US Note

- The £850m Credit Agreement dated
13 December 2021 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
outslanding amounts becoming
irnmediately payable with interest.

~ The amended and restated Relationship
Agreerment dated 6 October 2014
{originally dated 9 November 2004 as
amended on 1 March 2005}, between
HSBC and the Company and relating 1o
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&S Bark contmuc and HSBC gains
certain imited additional rights in
respect of existing customers of the
new controller of the Company. Where
a third-party arrangernent 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 s00n as practicable
(while not being required Lo 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
underiakes a re-branding exercise with
the new controller following a change
of control (which includes using any
M&S brand in respect of the new
controller's business or vice versa),
HSBC may, depending on the nalure
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 forloss 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 schernes and
plans Lo vest on a lakeover.

COLLEAGUE INVOLVEMENT

We remain committed to colleague
involverment throughout the business.
Colleagues arc kept well informed of the
performance and strategy of the Group.
Examples of colleaguc mvolvement and
engagernent, and information on cur
approach to our workforce, are highlighted
throughout this Annual Report and
specifically on pages 26 10 29,32 1o 34,
and 63 1o 64,

Share schernes are a long-established and
successful part of colleagues” tolal reward
packages, encouraging and supporting
employee share ownership. The Cornpany
operates both an all-employee SAYE
Scheme and Share Incentive Plan. As at

2 April 2022, 15,442 colleagues wore
participating in ShareSave, the Company's
SAYE Scheme. Full details of all schemes
are given on pages 154 10 156

There are websites for both pension
schemes - the defined contribution
scheme (Your M&S UK Pension Saving
Plan) and the defined bencfit scheme
{the Marks & Spencer UK Pension Schema)
~which are fully accessible to empiloyees
and former employees who have retained
benefits in either scheme, Employees are
updated as nceded with any pertinent
mformation on their pension savings



EQUAL OPPORTUNITIES

The Croup is committed to an active
inclusion, diversity and egual
opportunities policy: from recruitment
and selection, through training and
development, performance reviews
and promotion, to retirement.

The Company’s policy is to promite an
environment free from discrimination,
harassment and victimisation, where
everyone will receive equal treatment
regardless of gender, colour, ethnic or
national origin, health condition, age,
marital or civil partner status, sexual
orientation, gender Wlenlily or faith.

All decisions relating to employment
practices will be objeclive, free from
pias and based solely upon work criteria
and individual merit. The Company is
responsive to the needs of its employees,
customers and the cormmunity at large.

M&S is an organisation which uses
everyone's talents and abilities and
where inclusion and diversity are valued.
ME&S has a business-wide inclusion and
diversity strategy, sponscred by a
member of the Executive Committee
and championed by our Inclusion
Activation Group of senior leaders,

Our seven employee-led diversity
networks are supported by a central
Inctusion and Diversity tearn, who work to
embed a culture of inclusion acrass the
organisation. In 2017, our inclusion and
diversity targets were agreed as: aiming
to have 50% female representation and
15% ethnic minority representation on the
M&S senior management team by 2022,
Unfortunately, these targets have not
been achieved; in response we will
maintain these as targets and through

a review and re-set of our stralegy and
approach, we will ensure focus is given

to gender representation, ethnicity

and disability.

We know we have a lot more to do, but we
are facing into this and want tc show our
colleagues, customers and communities
that we continue to be committed to
making M&S an inclusive organisation.

Further information on our inclusion
and diversity initiatives can be found on
pages 26 to 29, and page 69.

EMPLOYEES WITH DISABILITIES

The Company is clear in its policy that
people with health conditions, both visible
and non-visible, should have full and

fair consideration for all vacancies,

M&S has continued to demonstrate its
commitment to interviewing those
applicants with disabilities who fulfil

the minirmum criteria, and endeavouring
to retzin employees in the workforce

if they becorme disabled during
employment. M&S will actively retrain and
adjust employees’ environments where
possible to allow them to maximise their
potential and will continue to work with

external organisations to provide
workplace opportunities through our
innovative Marks & Start scheme, working
closety with The Prince’s Trust and
Jobcentre Plus, most recently via the
Kickstart prograrnme.

RESEARCH & DEVEILOPMENT

Research and innovation remain key to
our Food offer and the development
of improved product and fabric in
Clothing & Home. Further information
is available on our corporate website:
marksandspencer.com/thecompany.

CROCERIES SUPPLY CODE
OF PRACTICE

The Croceries (Supply Chain Practices)
Market Investigation Order 2009 {the
‘Order”y and The Croceries Supply Code
of Practice (the “Code’™) impose obligations
on M&S regarding its relationships with its
suppliers of groceries. Under the Order
and Code, M&S is required to submit an
annual compliance report to the Audit
Committee for approval and then to the
Competition and Markets Authority and
Croceries Code Adjudicator ("CCA).

M&S submitted iLs report, covering the
period from 4 April 2021 to 2 April 2022
to the Audit Committee on 12 May 2022.
It was approved on 19 May 2022,

In accordance with the Order, a summary
of that compliance report is set out below.

M&S believes that it has materially
complied with the Code and the Order
during the relevant period. No formal
disputes under the Code have arisen
during the reporting period. There have
been seven instances during the reporting
period in which suppliers have either
alleged a breach or made a reference to
potential non-compliance with the Code.
M&S has worked with the suppliers to
address the issues raised and six of them
have been resolved or closed, with one
issue rermaining open. One additional
Code reference made by a supplier before
4 April 2021 was also closed during the
reparting period.

Adetailed summary of the compliance
report is available on our website.

POLITICAL DONATIONS

The Company did not make any peliticat
donations or incur any political
expenditure during the year ended

2 April 2022. M&S has a policy of

not making denations to politicat
organisations or independent election
candidates or incurring political
expenditure anywhere in the world as
defined in the Political Parties, Elections
and Referendums Act 2000.

GOING CONCERN

In adopting the geing concern basis for
preparing the financial statements, the
directors have considered the business
activities as set out on pages 10 to 25,
the financial position of the Group, its cash
flows, liquidity position and borrowing
facilities as set out in the Financial Review
on pages 36 to 44, the Group’s financial
risk managernent cbjectives and
exposures to liquidity and financial risks
as set out (n note 21 to the financial
statements, as well as the Group’s
principal risks and uncertainties aAs sef
cut on pages 47 to b4,

Based on the Group’s cash flow forecasts,
the Board expects the Croup to have
adequate resources to continue in
cperation, meet its liabilities as they

fall due, retain sufficient available cash
and not breach the covenant under

its revolving credit facility for the
foresceable future, being a period of

at least 12 months from the approval of
the financial staternents. The Board
therefore considers it appropriate for the
Group to adopt the going concern basis
in preparing its financial statements,

(4]
2
=
X
z
0
m

@ See note 20 to the financial statements
for mare information on our facilities

LONG-TERM VIABILITY STATEMENT

The directors have assessed the prospects
of the Company over a three-year period
to March 2025, This has taken into account
the business moded, strategic aims,

risk appetite, and principal risks and
uncertainties, along with the Company's
current financial position. Based on this
assessment, the directors have a
reascnable expectation that the Company
will be 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 page 55.

AUDITOR

Resolutions to reappoint Deloitte LLP as
auditor of the Company and to authorise
the Audit Committee to determine its
remuneration will be proposed at the
2022 ACGM

ANNUAL GENERAL MEETING

The ACM of Marks and Spencer Croup
ple will be broadcast online from

M&S" Waterside House support centre
on 5 July 2022 at 11am. Shareholders
are advised not to travel to the venue
on the day. The Notice of Meeting is
given, together with explanatory
noftes and guidance on how to access
the meeting and vote electronically,
on pages 198 to 209.
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GOVERNANCE

OTHER DISCLOSURES

CONTINUED

DIRECTORS RESPONSIBILITIES

The Board is of the view that the Annual
Report should be truly representative of
the year and provide shareholders with
the information necessary to assess the
Croup's position, performance, business
rmodel and strategy.

The Board requested that the Audit
Committee review the Annuat Report and
provide its opinion on whether the report
is fair, balanced and understandable. The
Audit Committee’'s opinion is on page 80

The direclors are aiso responsible for
preparing the Annual Report, the
Remuneration Report and Policy and the
financial staternents in accordance with
applicable law and regulations. Company
law requires the directors to prepare
financial statements for each financial
year. Under that law the directors are
required Lo prepare Lhe Croup financial
statements in accordance with
intermational accounting standards in
confarmity with the requirements of the
Companies Act 2006 and International
Financial Reporting Standards (IFRS
Under company law, the dircectors 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 Croup and the
Company for that period,

In preparing these financial statements,
the directors are required to.

~ Select sttable accounting policies and
then apply therm consistently.

~ Make judgements and accounting
estimates that are reasonable
and prudent,

- State whether applicable IFRS
(as adopted by the UK} have been
followed, subject to any material
deparlures disclosed and explained
in the financial statements.

- Prepare the financial statements
on a going concern basis unless it is
imappropriate Lo presume that the
Company will continue In business.

112 Marks and Spencer Group plc

~ The directors are responsibile [or
keeping adequate accounting records
that are sufficient to show and explan
the Cornpany’s transactions and
disclose with reasonable accuracy at
any time the financial position of the
Company and enable them to ensure
that the financial statemerits comply
with the Companies Act 2006. They are
also responsible for safeguarding the
assets of {he Group and the Company
and hence for takong reasonable steps
for the prevention and delection of
fraud and other irregularities.

The directors are responsible for

the maintenance and integnty of

the Company's website. Legislation

N the UK governing the preparation
and dissermination of financial
staterments may differ from legislation
in other jurisdictions

Each of the current direclors, whose
names and functions are listed on pages
60 and 61, confirms that, to the best

of thewr knowledge

- The Group financial statemoents,
preparcd in accordance with the

applicable sel of accounting standards,

give 2 true and fair view of the assets,
liabiibes, financial position and profit
or loss of the Company and the
undertakings included in the
consotidation taken as a whole.

- The Management Report includes a
fair review of the development and
performance of the business and
the position of the Cempany and
the undertakings mcluded in the

consolidation taken as a whole, together

with a description of the principal risks
and uncertainties that they face.

- The Annual Report, taken as a whole,
is fair, balanced and understandable,

ang provides the necessary information

for sharenolders 10 assess the Croup's
position, performance, business modal
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 1s unaware and that he/she has
taken atl the steps that hesfshe ought

lo have taken as a director to make
hirmself/herself aware of any relevant audit
nformation and to establish

that the Company's auditar is aware of
that information.

The Directors’ Report was approved

by a duly authorised committee of the
Board of Directors on 24 May 2022 and
signed on its behalf by

Nick 4ol

Nick Folland Cencral Counsel
and Campany Secretary

London, 24 May 2022



“"INDEPENDENT AUDITOR'S REPORT

1. OPINION

TO THE'MEMBERS OF MARKS AND SPENCER GROUP PLC
Report on the audit of the financial statements

in our opinion:

- the financial statements of Marks and
Spencer Group plc (the ‘Company’}
and its subsidiaries {the ‘Croup’)
give a true and fair view of the
state of the Group’s and of the
Company's affairs as at 2 April 2022
and of the Group’s profit for the
52 weeks then ended;

- the Group financial statements
have been properly prepared in
accordance with United Kingdom
adopted international accounting
standards;

- the Company financial statements
have been properly prepared in

accordance with United Kingdom
adopted international accounting
standards and as applied in
accordance with the provisions
of the Companies Act 2006; and

- the financial statements have been
prepared in accordanre with the
requirements of the Companies
Act 2006.

Woe have audited the financial statements
which comprise:

- {he Consolidated Income Statement;

~ the Consolidated Statement of
Comprehensive Incomo;

2. BASIS FOR OPINION

- the Consolidated and Company
Statements of Financial Position;

- the Consotidated and Company
Statements of Changes in Equity;

~ the Consclidated and Company
Statements of Cash Flows. and

- the related notes 1 10 32 and Cl to C7

The financial reporting framework that
has been applied in their preparation is
applicable law and Uniled Kingdom
adopted international accounting
standards and, as regards the Company
financial staterments, as applied in
accordance with the provisions of the
Companies Act 2006,

We conducted our audit in accordance
with International Standards on Auditing
(UK} (15As (UK)Y) and applicable law

QOur responsibilities under those
standards are further described in

the auditor's responsibilities for the
audit of the financial statements section
of our report.

We are independent of the Group and the
Company in accordance with the ethical
requirements that are relevant to our
audit of the financial statements in the
UK, including the Financial Reporting
Council’s {the "FRC's") Ethical Standard as
applied to listed public interest entities,
and we have fulfilled our other ethical
responsibilities in accordance with these
requirements. The non-audit services
provided to the Group and Company for
the period are disclosed in note 4 to the
financial statements. We confirm that we
have not provided any non-audit services
prohibited by the FRC's Ethical Standard
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.
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INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR’S REPORT
CONTINUED

3. SUMMARY OF OUR AUDIT APPROACH

KEY AUDIT MATTERS

MATERIALITY

The key audit matters that we identified
in the current year were:

- impairment and impairment reversal
of UK stare assets,

— accounting for the UK store estate
programme,

— inventory provisions for UK Clothing &
Home; and

- disclosure of adjusting items as part
of alternative performance measures.

Within this report, key audit matters are
identified as follows:

®
o

Increased level of risk
Similar level of risk

Decreased level of risk

The materiality that we used for the
Croup financial statements was £250m
(2021 £16.0m) which was determined on
the basis of considering a number of
different metrics used by investors and
other readers of the financial statements.
These included:

- adjusted profit bhefore tax;

- earnings before interest, tax,
depreciation and amortisation; and

— revende.

SCOPING

We have performad a full-scope audit
on the UK component of the business.
Balances subject to full scope audit
represent 95% (2021: 96%) of the
Croup’s revenue, 88% (2021: 95%) of

adjusted profit before tax, 93% (2021: 93%
of loss before tax) of profit before tax,
80% (2021: 80%) of total assets and 88%
(2021 88%) of total labilities. We perform
analytical review procedures on the
residual balances.

SIGNIFICANT CHANGES IN
OUR APPROACH

We have determined that the impairment
of per una goodwill and the going
concern basis of accounting are no
longer key audit matters in the current
period. These changes are discussed
further in section 5.

4. CONCLUSIONS RELATING TO GOING CONCERN

In auditing the financial statement s, we
have concluded that the direclors’ use of
the going concern basis of accounting

in the preparation of the financial
statements is appropriate.

Our evaluation of the directars’
assessment of the Croup's and Company’s
ability to continue Lo adopt the going
concern basis of accounting includad:

1

obtained an understanding of relevant
controls relating to the assessment of
going concern models, including the
review of the inputs and assumptions
usod in thiose maodals

- oblained management’s board-

approved threc-year cash flow farecasts
and covenant compliance forecasts,
including the scnsilivity analyses,

reviewed rmanagerment’s assessment

of going concarn and viabitty, including
the three-year plan, as set out in ther
paper to the Audit Committes,
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- assessed the appropriateness of
forecast assumptions by:

reading analyst reports, industry
data and other external mformation
and cornparing thesc wilh
management’s estimates;

- comparing forecast sales with recent
historical financial inforration to
consider accuracy of forecasting,

- testing the underlying data generated
to prepare the forecast scenarios
and Lo determine whether there
was adequate support for the
assumptions underlying the forecast,

reviewing correspondence relating
to UK Government support such
as indirect tax holidays and

staff furlough,

- reviewing correspondence relating
to the avalability of the Group’s
financing arrangements;

- considering the results of the
sensitivity analyses performed, and

+ evaluating the Croup’s disclosures
on geing concern aganst the
requirernents of 1AS 1

Based on the work we have performed,
we have not identified any material
uncertainties relating 1o events or
conditions that, incdividually ar collectively,
may cast significant doubt on the Croup's
and Company’s ability to continue as a
going concern for a peried of at least
twelve months from when the financial
statements are authorised for issue.

In relation Lo the reporting on how the
Croup has applied the UK Corporate
Governance Code, we have nothing
material to add or draw altention 1o

in relation to the directors statement in
the financial statements about whether
the directors considered it appropriate
to adopt the going concern basis

of accounting

Our responsibilities and the
responsibilities of the directors with
respect to going concern are described
in the relevant sections of this report.



5. KEY AUDIT MATTERS

Key audit matters are those malters that,
in our professional jJudgement, were of
most significance in our audit of the
financial statements of the current period
and include the maost significant assessed
risks of material misstatement (whether
or not due to fraud) that we identified.
These matlers 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
engagement team

These matters were addressed in the
context ot aur audit of the financiat
statements as a whole, and n forming our
opinion thereon, and we do not provide a
scparate opinion on these matters,

Changes in the current period relative Lo
the prior penod are as follows'

- Due to the recognition of an impairment
in the prior period, the carrying amount
of peruna goodwill is below our
materialily and, therefore, it does
nol represent a risk of material
misstatement. We have therefore not
identiflied the impairment of per una
goodwill as a key audit matter. Coodwill
1s disclased in nole 14,

- Inthe prior period going concern was
identiied as a key audit matterasa
response to 1he Covid-19 pandemic
when there was uncertainty around the
financial impact and the potential for

reslrictions to the Group's ability te
trade from its physical stores. This
uncertainty has reduced significantly
and accordingly we have not identified
the going concern basis of accounting
as a key audil matterin the current
period Our conclusions relating to
going concern are discussed in
section 4.

5.1. IMPAIRMENT AND IMPAIRMENT REVERSAL OF UK STORE ASSETS

KEY AUDIT MATTER DESCRIPTION

As at 2 April 2022 the Group held
£3,379.4 million {2021: £3,594.0 million)
of UK store assets in respect of stores
not considered for closure within the UK
store estate prograrmme. In accordance
with [AS 36 Impairment of Assets,

the Group has undertaken an annual
assessment of indicators of impairment.
An impairment charge of £6.9 million
(2021: £66.4 million) and a reversal of
previously recognised impairment
charges of £63.4 million have been
recognised as set out in notes 5 and 15
to the financial statements.

As described in note 15 to the financial
staterments, the Group has estimated the
recoverable amount of store assets
based on their value in use, derived from
a discounted cash flow model prepared
by management. The model relies on
cerfain assumptions and estimates

of future trading performance,
incorporating committed strategic
changes to the UK Clothing & Home and
Food businesses and the performance of
new stores operating within their shelter
period (which takes into account the time
new stores take to establish themselves
in the market)}, all of which involve a

high degree of estimation uncertainty
(as disclesed in note 1 and note 15).

HOW THE SCOPE OF OUR AUDIT RESPONDED TC THE KEY AUDIT MATTER

The key assurmnptions applied by
managerment in the iImpairment reviews
performed are:

- future revenue growth and changes in
gross margiry

—~ long term growth rates; and
- discount rates.

The Audit Committee considers this
to be a significant matter. Their
consideration is on page 81

in responding to the identified key audit
matter we completed the following
audit procedures:

— obtained an understanding of relevant
controls relating to the impairment
review process;

- evaluated and challengad
management’s range of impairment
indicators with due consideration
given to the profitability impact of
committed strategic changes to
the UK Clothing & Home and Food
businesses and the performance of
new stores;

- assessed the mechanical accuracy
of the impairment models and the
methodology applied by management
for consistency with the requirements
of I1AS 36,

— assessed the appropriateness of
forecast revenue and gross margin
growth rates through comparison with
external economic benchmarking data
and with reference to historical
forecasting accuracy;

- assessed the appropriateness of
the discount rates zpplied with the
involvernent of our internal valuations
specialists and compared the
rates applied with our internal
benchmarking data;

- evaluated the appropriateness and
completeness of inforration 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 regicnal
store managers and senior trading
rmanagers from key product
categories, together with our wider
retail industry knowledge, and

- assessed the completeness and
accuracy of disclosures within the
financial staterments in accordance
with IFRS.

Key observations

We are satisfied that the judgements
applied, impairment charges and
reversals recorded and disclosures within
the financial statements are appropriate.
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INDEPENDENT AUDITOR'S REPORT

INDEPENDENT AUDITOR’S REPORT
CONTINUED

5. KEY AUDIT MATTERS CONTINUED

5.2. ACCOUNTING FOR THE UK STCRE ESTATE PROGRAMME

KEY AUDIT MATTER DESCRIPTION

In February 2018, the Board approved a
list of stores marked for closure as part
of its UK store estate programme. The
total charge recognised in connaction
with this closure programme in previous
periods was £6576 million. A further net
charge of £161.4 rmillion has been
recognised in the current period as a
result of:

- anincrease in the number of stores
assessed as probable for closure and
the update of estimates made in tight
of known developments in the exit
strategy, including current trading
performance, negotiations with
landlerds and changes in the retail
property market;

- depreciation of store assets where
previously identified for closure, as
they approach their planned closure
dates; and

- accelerated depreciation and
impairment of buildings and fixtures
and fittings in respect of additionat
stores added to the programme.

Further informaticn is set out in notes 1
and § to the financial statements and
page 22 of the strategic report.

Our key audit matter was focused on
the specific assumptions applied in the
discounted cash flow analysis prepared
oy management including the discount
rate, store closure costs, freehold sale

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

proceeds, leasehold surrender costs and
expected sublet income, lease incentives
and void periods.

The Audit Committee considers this
to be a significant matter. Their
consideration is o page 81.

In responding to the identified key

audit matter we completed the following

audit procedures

- obtained an understanding of relevant

controls relating to the review and
approval of the Croup's UK store
exit model;

~ performed enguiries of management
and inspected the latest strategic
plans, Board and relevant sub-
committee rinutles of meetings;

- understood and challenged the basis
of management's judgement where
stores previously marked for closure
are no longer expected tc close and
additional stores have been identified
for closure;
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— with the involvement of our internal
real estate specialists, we evatuated
the appropriateness of management's
judgements for a representative
sarmple of properties and benchmark
with reference to external datg;

- assessed the mechanical accuracy
of discounted cash flow models and
other key provision calculations;

— assessed the integrity of key inputs
to the discounted cash flow models
including the discount rate, store
closure costs, freehold sale proceeds,
leasehold surrender costs, expected
sublet income, sublel lease incentives
and void periods with reference to
available evidence;

- recalculated the closing provision for a
reprasentative sample of storesg;

- evaluated the accuracy and
completeness of provistons recorded
in light of the status of the Group's UK
store estate plan; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS,

Key observations

We are satisfied that the Group’s estimate
of the impairments and store exit
charges and the associated disclosures
are appropriate



5. KEY AUDIT MATTERS CONTINUED

5.2. INVENTORY PROVISIONS FOR UK CLOTHING & HOME

KEY AUDIT MATTER DESCRIPTION

Ag at 2 April 2022, the Group held

UK Clothing & Home inventories of
£458.6 million (2021: £430.6 million),
inclusive of a provision of £48.3 million
(2021 £78.2 million).

In 2020 the Group recognised an
inventory write-down of £157.0 millicn
(of which £145 3 million related to UK
Clething & Home invantory) which
was included within the Croup's
directly attributable gainsfexpenses)
resulting from the Covid-19 pandemic
adjusting item.

In the prior period the Group recorded a
net reversal of the inventory impairment
of £90.8 million (£101 6 mitlion relating
to UK Clothing & Home inventory).

In this period the Group has reversed
or utilised the remaining Covid-19
provision of £18.6 million that was
originally recerded and presented
within adjusting items,

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 a result,
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 seascn
inventory and forecast net realisable
value based upon plans for inventory to
go into sale. We consider the assessment

HOW THE SCOPE OF QUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

of inventery provisions within UK
Clothing & Home to require the most
judgernent due to historical trading
performance and the quantum of
gross inventory.

Management has determined the level
of provision using judgement and with
reference to forecast future sales utilising
available data from past pericds on the
saleability of stock. Management has
described its methodology for the
calcutation of the inventory provision in
notes 1 and 5.

The Audit Committee censiders this
te be a significant matter. Their
consideration is on page 81,

In responding to the identified key
audit matter we completed the following
audit procedures:

- obtained an understanding of relevant
controts 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 changes in the
provisioning methodology and
challenged the appropriateness thereof;

- challenged and validated the key
assumptions applied by management
in estimating the provision, by
performing enquiries of buyers and
merchandisers, considering the current
purchasing strategy and ranging ptans,
assessed the historical accuracy of
forecasting stock to be subject toa
future discount;

- tested the accuracy of the process
used by management to identify
potentially impaired inventory across
arepresentative sample of individual
product lines; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied with the judgements
taken by management and that the
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.
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INDEPENDENT AUDITOR'S REPORT

INDEPENDENT AUDITOR’S REPORT
CONTINUED

5. KEY AUDIT MATTERS CONTINUED

5.4, DISCLOSURE OF ADJUSTING ITEMS AS PART OF ALTERNATIVE PERFORMANCE MEASURES

KEY AUDIT MATTER DESCRIPTION e
The Group has presented an alternative £m

performance measure being adjusted 600

profit before Lax of £522.9 million 1614 (219)

(2027: £50.3 milllion), which is derived 550 MR 049 . oo 269 5229
from statutory profit before tax of ©a S 160

£3917 million (2021 toss before tax of 500 ” CIERNN

£209.4 miilion} adjusted for a number “ .

of iterns totalling £121.2 million 450

(2021: £259.7 million) which the Group 3937

considers meet their definition of an
‘adjusting item. Judgement is exercised

by management in determining the H £ 2 éﬁ ?3 ~ A z gg
classification of such iterns in accordance % g L kS g3 g E H i3
with guidance 1ssued by the FRC 5 = 5 %i fi,%’ 3 $
and ESMA. We consider there to be N =5 2
a risk of fraud in the reporting of H v
adjusting iterms within the alternative
performance measures.

o In determining adjusted profit before tax, - the clarity and detail of disclosures in
Explanations of each adjusting item we identified the following risks respect of adjusting items as part of
are set out in note 5 to the financial ) - I alternative performance measures may
statements and are summarised in the - the identification and classification of be insufficient, preventing investors
graphic to the right. ttems as adjusting’ as part of ine from obtalniné a clear understanding

presentation of alternative
performance measures may be
inappropriate, distorting the
reported results; The Group's policy regarding adjusting
items is set out in note 1. Thisis a
significant malter considered by the
Audit Committee on page 81

of the Group's results and
performance,

- the omission of items which are
considered material, one-off or
significant in nature, distorting the
alternative performance measures; and

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

In responding to the identified key — assessed the identification and - considered the impact of adiusting
audit matter we completed the following consistency of items reported as items on the directors’ remuneration
audit procedures: adjusting period on period, with targets to deterrnine whether any
) . reference to guidance published by increased fraud risk factor existed
- obtained an understanding of relevant ESMA and the FRC; based on actual results for the
controls, relating to the identification iod: and
and disciosure of adjusting items within - performed tests over a representative penod, 8
alternative performance measures, sample of adjusting items through - assessed the completeness and
- performed enquiries of management agreement to suPPGCIting evidence, ?ccurgc%/ oftctisdostur‘es wﬁhug the
to understand the rationale applied ~ used our cumulative audit knowledge nancial staternents in accordance
inidentifying iterms as adjusting and applied data analytics to identify with IFRSs.
and completed an independent and test other transactions cutside Key abservations
assessment as to the selection and of the niormal course of business, Wea are satisfied that the items included
presentation of adjusting items based or which display characteristics of in adjusting itemns within Lhe alternative
on their nature; being material, significant or one-off performance measures are in line with
In nature; the Group's policy and that they are
appropriately disclosed,
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6. OUR APPLICATION OF MATERIALITY

6.1. MATERIALITY

We define matenality as the magnitude of

Company financial

misstatement in the financial staterments Group financial statements statements
that makes it probable that the economic Materiality  £250 million {(2021: £16.0 million) £225 million
decisions of a reasonably knowledgeable (2021- £14.4 million)
@giig Wofld‘bﬁczaq%w O[ mﬂuenchEd' Basis for We considered the following metrics in the We have used 3% of
 rmateriatity both in p _anntngt e determining current and prior period. net assets in both the
scope of our audit work and in evaluating matenialit ) . current and the prior
the resylts of our work. Yy Adjusted profit before tax seriod, capped at 90%
Based on our professional judgement, N Eam;?g:?gé?gé?;gfjﬂ' tax, depreciation and of Group materialily,
we determined materialily for the financial ama as the basis for
statements as a whole as follows' - Ravenue ‘ . ) materiality.
Using professicnal judgement, we determined
o materiality tobe £250m,
Rationale In determining our kenchrmark for materiality Net asscts is used as
for the we considered a number of different metncs the benchmark as the
benchmark  uscd by investors and other readers of the Company cperates
applied financial statements. primarily as a holding
. ) company for the
teria repres :
Croup materialily represents Group and we
Metric % therefore consider
Adjusted profit before tax 45 this asthey key metrc
B oL ataaue s s e e e for tho Com pany
EBTDA 23
Rgvgmue_“ - ’ T T 02 We capped materiality
— at 90% of Croup
rmateriality ta reduce
the risk of a material
Crror arising as a
result of the
consolidation of the
Company's result in
the Group financial
statements.
6.2. PERFORMANCE MATERIALITY
We set performance materiality al a Company financial
level lower than materiality to reduce the Group financial statements statermnents
probability that, in aggregate, uncorrected  performance 65% (2021: 60%) of Group materiality 65% (2021 60%) of
and undetected misstatements exceed materiality Company materiality
the materiality for the financial Basis and In determining performance materialty, we considered the following factors

statements as a whole.

6.3. ERROR REPORTING THRESHOLD

rationale for
determining

performance
materiality

- our cumulative knowledge of the Group and its environment, including

industry specific Lrends;

- the change in the level of jJudgerment required in key accounting estimates;
- reliability on internal control over financial reporting;
- the level of change te the business in the period;

- the stability in key management persenne|;

- the level of centralisation in the Group's financial reporting controls

and processes; and

— the level of misstatements identified in prior periods.
Our performance materiality percentage has increased from 60% to
65% of maleriality due to the reduction in the level of uncertainty caused

by Covid-19.

We agreed with the Audil Cormmittee that we would report 1o the Committee all audit differences in excess of £1.3 millicn
(2021- £0.8 million), as well as differences below that threshold that, in our view, warranted reporting on gualitative grounds.
We also report to the Audit Committee on disclosure maliers that we identified when assessing the overall presentation of the

financial statements.
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INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR’S REPORT

CONTINUED

7. AN OVERVIEW OF THE SCOPE OF QUR AUDIT

7. IDENTIFICATION AND SCOPING 5%
OF COMPONENTS -

Cur audit was scoped by obtaining an
understanding of the Group and its
cnvironment, including group-wide
controls, and asscssing the risks of

rat erial misstaterment al the Group level. 85%
Revenue

Components were sclecled to provide an

appropriate basis for undertaking audit

work to address the risks of rmalerial W‘“

misstatoment identified. Based on our
assessment we have focused our audit on
the UK business which was subject to futll
audit procedures We have performed
our full audit scope of the UK component
using a maleriality of £22 5 mullion (or 90% 93%
of Group materiality) (2021: £15.2 million) Profit

The Group holds 50% of the ordinary before tax
shares of Ocado Retail Lid (ORLY). This 12%
interest 15 accounted for as an investment ’

in associate in accordance withi IAS 28
on the basis that the shareholders’
agreement gives control over ORL Lo
Ocado Group plc In the current period
the Group recorded a share of loss of
associate from ORL of £18.6 million and
15 subject to speafied audit procedures

88%
Total liabilities

We have also tested the consolidation
process and carried out analytical
procedures in forming our conclusion
that there were no significant risks of
material misstatement rermaining in the
consolidated financial information arising
from the componenis not subject Lo a
full audit.
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12%

P

28%

Adjusted profit
before tax

zm/
80%
Total assets

® Fullauat scope
B Rewew ot Croups level

7.2. OUR CONSIDERATION OF THE
CONTROL ENVIRONMENT

Cur audit strategy is to rely on controls
over certain processes within a number
of business cycles These included
procurement within UK Clothing & Home
and Food, inventory, and fixed assets
ncluding IFRS 16 Leases. As part of

our controls testing, we obtaned an
understanding of the Croup’s processes
and tested controls through a combination
of tests of inguiry, observation, Inspection
and re-performance

On certain business cycles, we obtained
an understanding of, but did not rely
on, controls These included inventory
provisions, food rebates and financial
close and reporting.

Given the importance of information
technology ('IT™) to the recording of
financial information and transactions,
we have tested General IT controls
relating to cerfain of the Groups (T
systems where relovant to our audit work,
We have been able to place IT controls
reliance across these systems to support
the audit of a number of business cycles,
such as payables, procurementt, lease
accounting, property plant and
equipment and inventory.



7. AN OVERVIEW OF THE SCOPE OF OUR AUDIT CONTINUED

7.3. OUR CONSIDERATION OF
CLIMATE-RELATED RISKS

The Group continues to develop its
assessment of the potential impacts of
climate change and set targets which
management considers ta be aligned
with the Paris Agreement Management
has identified a number of milestones,
including the target of net zerc carben
emissions by 2040, as discussed in the
Task Force on Climate-Related Financial
Disclosures report on pages 72 1o 77,
This assessinent focusses on the impact
on property and two of the Croup's key
resources: animal protein and cotton

Management considers that the most
likely impact on the financial statements
will be in relation toits three-year cash
flow forecasts, Including those doscribed
as part of our key audit matlers in section
5,and has included the impact within
these forecasts wheore appropriate,

Whilst at this stage there s significant
uncertainty regarding what the long-term
impact of climate change inLiatives may
be, the forecasts reflect management's
best estimate of the impacl on the
financial staterments as explained in

note 1.

As a part of our audit procedures, we have
obtained management’s climate-related
risk assessment and held discussions with
management to understand the process
of identifying climate-related risks, the
determination of mitigating actions and
the impact on the Croup’s financial
statements. We performed our own
qualitative risk assessment of the
potential impact of climate change on
the Group's account balances and classes
of transaction and did not identify any
reasonably possible risks ol imalerial
rnisstatement. Our procedures wore
porformaed with the involverment of our
climate-change specialists and included
reading disclosures included in the
Stralegic Report to consider whether Lhey
are matenally consistent with the financial
statements and our knowledge obtained
in the audit.

We did not identify climate-related risk as
a separate Koy Audit Malter in our audit
given the nature of the Group’s operations
and knowledge gained of its impact

on critical accounting estrmates and
judgements during our risk assessment
procedures and audit procedures.

We have not been engaged to provide
assurance over the accuracy of
these disclosures.

8. OTHER INFORMATION

7.4. WORKING WITH OTHER AUDITORS

ORL is the only componcnt of the Group
where work is conducted by a Deloitic
component auditor. We have issucd
detailed instructions te the compenent
audit team to perfarm specified audit
procedures. Due to the non-co-terminus
year-end of ORL, we have performed a
review of the component auditor’s files
for the period ended 28 Novermber 2021
and the reporting received from the
componcnt auditor for thue period
subsequent to 28 November 2021,

We have engaged regularly with the
component auditor throughout the
audit process, determining the nature,
timing and extent of the specified audit
procedures to be performed and o
review 1heir component reporting.

A dedicated member of the Group
audit tcamis assigned to facilitate an
effectlive and consistent approach 1o
component oversight

FONYNYIAOD

The other information comprises the
information included in the annual report,
other than the financial statements and
our auditor's report thereon. The directors
are responsible for the ether information
contained within Lhe annual report,

Qur opinion cn the financial statements
does not cover Lhe other information and,
except to the extent otherwise explicitly

stated in our report, we do not express
any form of assurance conclusion therecn.

QOur responsibility 1s to read the other
information and, in doing so, consider
whether the other information is
materially inconsistent with the financial
staterments or our knowledge obtained
in the course of Lhe audit, or otherwise
appears to be materially misstated.

9. RESPONSIBILITIES OF DIRECTORS

If we identify such materiat inconsisiencios
or apparent material misstatements, we
arc required to determine whethor this
gives rse to a material misstatement in
the financial staterments themselves If,
based on the work we have performoed,

we conclude that there is a material
misstatement of this other information,
we arc required to report that fact.

We have nothing to report in this regard.

As explained more fully in the directors’
responsibilities statement, the directors
arc responsible for the preparation of the
financial statements and for being
satisfied thal they give a true and fair view,
and for such internal control as the
directors delermine is necessary to cnable
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
Croup's and the Company's ability to
continue as a going concern, disclosing

as applicable, matters related to going
concern and using the going concern
basis of accounting unless Lhe directors
cither intend to ligquidate the Croup or the
Company or to cease operations, or have
no realistic alternative but to do so.
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CONTINUED

10. AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Our objectives are to obtain reasonable
assurance aboul whether the financial
statements as a whole are free from
material misstatement, whether due to
fraud or ¢rror, and to issue an audilor's
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

1SAs (UK} will always detect a material
rmisstaternent when it exists.
Misstatements can arise from fraud

or error and are considered material if,
individually or in the aggregsle, they could
reasonably be expected Lo influence the

economic gecisions of users taken on the
basis of these financial stalements

A further description of our
responsiblities for the audd of the
financial statemoents s located on

the FRC's website at; www.fre.org.uk/
auditorsrespansikilities. This description
forms part of our auditor’s report.

11. EXTENT TO WHICH THE AUDIT WAS CONSIDERED CAPABLE OF DETECTING IRREGULARITIES, INCLUDING FRAUD

frreguianties, including fraud, are instances
of non-compliance with laws and
regulations. We design pracedures inline
with our responsibilities, outlined above,
to detect matenal misstaterments in
respect of rregulanties, including fraud.
The extent to which our procedures are
capable of detecting irregularities,
including fraud is detailed below.

11.1. IDENTIFYING AND ASSESSING
POTENTIAL RISKS RELATED TO
IRREGULARITIES

Inidentifying and assessing risks of
material misstaternent in respect of
irregularities, including fraud and

non-cormpliance with laws and regulations,

we considered the fallowing:

~ the nalure of the industry and sector,
control environment and business
performance including the design of
the Group's remuncration policies,
key drivers for directors’ remuneration,
bonus levels and performance targets;

— the Croup’s own assessmant of the
risks that irregularities may occur either
as a result of fraud or error that was
approved by the hoard;

— results of our enquiries of management,
internal audit and the audit committee
about their own identification and
assessment of the risks of irregularities;

- any matters we identified having
obtained and revicwed the Croup’s
documentation of therr policies and
procedures relating to;

identifying, evaluating and cormplying
with laws and regutations and
whether they were aware of any
instances of non-compliance,

detecting and responding to the risks
of fraud and whether they have
knowledge of any actual, suspected
or alleged fraud,

the internal controls established
to mitigate risks of fraud or
non-compliance with laws and
rogulations; and
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— the matters discussed among the audit
engagement team and relevant internal
spegialists, including Lax, valuations,
pensions, IT and industry specialisls
regarding how and where fraud might
occur in the financial statements and
any potential indicators of fraud.

As aresull of these procedures, we
consigdered the opportunities and
incentives that may cxist within the
arganisation for fraud and idenufied the
greatest potentiat for fraud in the arcas in
which management is required to exercise
significant judgrnent, such as disclosure
of adjusting items within alternative
perforrnance measures. In cormmon

with all audits under 1ISAs (UK), we are
also required to perform speoific
procedures to respond to the risk of
management override.

We also obtained an understanding of
the legal and regulatory framewaork that
the Croup operates in, focusing on
provisions of those laws and regulations
thal had a direct effect onthe
determination of material amounts and
disclosures in the financial statements.
The key laws and regulations we
considered in this context included

UK Companies Act, Financial Conduct
Authorily regulations including the Listing
Rules, pensions and tax legistation.

In addition, we considerad provisions of
other laws and regulations that do not
have a direct effect on the financial
statements bul compliance with which
may be fundamental to the Croup's ability
to operate or 1o avoid a materal penally
These ncluded the competition and
ant-bribery laws, data protection,
Croceries Supply Code of Practice, and
employment, envirgnmental 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 iterns
within alternative performance measures
as 3 key audit matter relaled to the

potential risk of fraud The key audit
matters section of our report explains the
matter in more detait and also describes
the specific procedures we performed in
response to that key audit matter.

in addition Lo the above, our procedures
to respond to risks identified included
the following:

- reviewing the financial statement
disclosures and tesling to supporting
documentation to assess compliance
wilh provisions of relevant laws and
regulations described as having a direct
effec! on the financial statermonts;

- cnquiring of management, the audit
committee and in-house legal counsel
concerning actual and potential
ltigation and claims;

- performing analytical procedures to
identify any unusual or unexpected
relationships that may indicate risks of
material misstaternent due to fraud,

- reading minutes of meetings of those
charged with governance, revicwing
internal audit reports and reviewing
correspondence with HMRC; and

- in addressing the risk of fraud througn
managemaont overnde of controls,
testing the appropriateness of journat
entries and other adjusi ments;
assessing whether the judgements
made in making accounting estimates
are Indicative of a potential bias, and
evaluating the business rationale of
any significant transactions that are
unusual or outside the normal course
of business

We also communicated relevant identified
laws and regulations and polential fraud
nsks to all engagement team members
including internal specialists and
component {eam, 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 20086

In our opinion the part of the directors’
rernuncration 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

- lhe nformation given in the strateqgic
report and the directors’ report for the
financial year fr which the financial
statements are prepared is consislent
with the financial statements; and

~ lhe strategic report and the directors’
report bave been prepared in
accordance with applicable
legal requirements.

In the light of the knowledge and
understanding of the Croup and the
Company and their environrment
obtained in the course of the audit,
we have not identified any material
misstatermnents in the strategic report
or the directors’ reporl.

13. CORPORATE GOVERNANCE
STATEMENT

The Listing Rules require us Lo review the
directors statement in relation to going
concern, longer-term viability and that
part of the Corporate Governance
Statement relating to the Group’s
compliance with the provisions of the

UK Corporate Covernance Code specified
for our review.

Based on the work undertaken as part of
our audit, we have concluded that each of
the following elements of the Corporate
Covernance Statament is materially
consistent with the financial slatements
and our knowledge obtainced during

the audit:

- the directors’ statement with regards
to the appropriateness of adopting the
going concern basis of accounting and
any material uncertainties identified set
out on page 111,

— the directors’ explanation as to its
assessment of the Group's prospects,
the period this assessment covers and
why the period is appropriate set out
on page 55;

- the directors staterment on fair,
balanced and understandable set
out on page 112;

- the board's confirmation that it has
carried out a robust assessment of the
emerging and principal risks set out;
on page 112,

— the section of the annuat report that
describes the review of effectiveness
of risk management and internal control
systems set cut on pages 45 Lo 55; and

- the section describing the work of the
audit committee set out on pages 78
Lo 84,

14. MATTERS ON WHICH WE ARE
REQUIRED TO REPORT BY EXCEPTION

14.1. Adequacy of explanations received
and accounting records

Under the Companies Act 2006 we are
required to report to you if, in our opinion’

- we have not received all the nformation
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 frorm 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.

14.2. Directors’ remuneration

Under the Companies Act 2006 we are
also required to report if in our opinion
certain disclosures of directors’
remuneration have nol been made or
the part of the directors’ remuneration
report to be audited 1s not In agreement
with the accounting records and returns.

We have nothing to report in respect of
these matters.

15. OTHER MATTERS WHICH WE ARE
REQUIRED TO ADDRESS

15.1. Auditor tenure

Following Lhe 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 subseguent
financial periods. The period of total
uninterrupted engagement including
previous rencwals and reappointments of
the finn is § periods, covenng the periods
ending 28 March 2015 to 2 April 2022

15.2. Consistency of the audit report
with the additional report to the

audit committee

Our audit opinion is consislent with the
additional report to the audit committee
we are reguired to provide in accordance
with 1SAs (UK},

FONVYNHIACD

16. USE OF QUR REPORT

This report is made solely to the
comgpany’s mermbers, as a body, in
accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Cur audit work
has been undertaken so that we might
state to the company's membeoers those
mattlers we are required to state to them
inan auditor's report and for no other
purpose. To the fullest extent permitied
by law, we do not accept or assume
responsibility to anyone olher than the
company and the cempany’'s memkbers as
a body, for our audit wark, for this report,
or for the opinions we have Tormed

As reguired by the Financial Conduct
Authornity (FCA) Disclosure Guidance and
Transparency Rule (DTR) 41.14R, these
financial staternents form part of the
European Single Electronic Format (ESEF)
prepared Annual Financial Report filed
on the National Storage Mechanism of
the UK FCA in accordance with the ESEF
Regulalory Technical Standard (ESEF
RTS"). This auditor's report provides no
assurance over whether the annual
financial report has been prepared using
the single electronic format specified in
the ESEF RTS.

Richard Muschamp FCA e
(Senior statutory auditor) //%“ —r

For and on behalf of Deloitte LLP
Statutory Auditor

London

24 May 2022
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FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENT
57 weeks ended 53 weers ended
2 April 2022 2 Apnl 2021
Total Total
Notes £m £m

Revenue e 2.3 10,885.1 9,155.7
Share of resull in associale -~ Qcado Retail Limited 3,5,29 (18.6) 64,2
Operating profit/(loss) - 2,35 572.2 (307
—Finaﬁceri;—gome T - 5 6 339 574
Finance costs 5,6 (214.4) (236.1)
Profit/(loss) before tax T 4,5 391.7 (209.4)
Incomea tax {cxpense)/credit 7 (82.7} 8.2
Profit/{loss) for the year 3090 (201.2)
Attributable to:
Owners of the parent 306.6 (1980
Non-controlling interests 2.4 (3.2}

30%.0 (201.2)
Earnings/(loss) per share e .
Basic earnings/loss) per share 3 15.7p (00 py
Diluted carnings/{loss) per share 3 15.1p (10.1p)
Reconciliation of profit befare tax and adjusting items:
Profiif{loss) before tax 391.7 (2094}
Adjusting itcms 5 131.2 259.7
Profit before tax and adjusting items ~ non-GAAP measure 5229 50.3
Adjusted earnings per share - non-GAAP measure -
Adjusted basic earnings per share o - o 8 21.7p 1.4p
Adjusted diluted earnings per share 8 20.9p 1.4p
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

52 weeks ended 53 weeks cnoed

2 April 2022 3 April 2071

Notes Em fm
Profit/(loss) for the year 309.0 (201.2)
Other comprehensive income/{expense):
ltems that will not be reclassified subsequently to profit or loss
Remeasurements of retirement benefit schemes K 357.0 (135209
Tax {charge)/credit on retirement benefit schemaes (127.6) 256.5
Loss on disposal of investment held at fair value through
olher comprehensive income ("FYOCI") 16 {3.7) -

2257 {10955)

ltems that may be reclassified subsequently to profit or loss
Foreign currency translation differences

- movements recogniscd in other comprehensive income (13.5) (2770
- reclassified and reported in profit or loss {0.5) 37
Cash flow hedges
- fair value movements recognised in other comprehensive incorme 21 91.3 (215.5)
- rectassilied and reported in profit or loss 21 {10.5) 265
Tax (charge)/credit on cash flow hedges (14.7) 370
52.1 (1760)
Other comprehensive income/(expense) for the year, net of tax 2778 (1,271 5}
Total comprehensive income/{expense) for the year 586.8 {1,472.7}

Attributahble to:
Ownars of the parent 584.4 (1,4695)

Nen-controlling interests 24 (32)
586.8 (14727)
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FINANCIAL STATEMENTS

CONSCLIDATED STATEMENT OF FINANCIAL POSITION
As at As ar
2 April 2022 2 Apnl 2020
Notes £m £m

Assets
Non-current assets
Intangible assets 14 1925 2320
Property, ptant and equipment 15 4,902.3 50586
Investment property 15.0 152
Investrments in joint ventures and associates 29 8109 8258
Other financial assels 16 4.5 97
Retirerment benefil asset 11 1,043.9 £639.2
Trade and other reccivables 17 270.6 2614
Derivative financial instruments 21 21.4 03

7,261.1 70422
Current assets
lnventories 5 706.1 6246
Other financiat assets 16 176 184
Trade and other receivables 17 217.1 2096
Derivative financial instrurmenits 2] 43.6 32.8
Current tax assels - 354
Cash and cash equivalents 8 1,197.9 €744

2,182.3 1,595.2
Total assets o 9,443.4 86374
Liabilities
Current liabilities
Trade and cther payabics 19 1,960.9 15990
Partnership liability Lo the Marks & Spencer UK Pension Scheme 12 e 124.9
Borrowings and other financial liabilities 20 247.2 432.8
Derwative financial instrumernt s 21 32 960
Provisions 22 53.6 43.1
Current tax liabilities } 340

O
1
‘CO 4

2.2

2,3708 \

Non-current liabilities

Retirerment benefit deficit 11 5.7 IR
Trade and other payables i9 188.2 192.3
Partnership labkility to the Marks & Spencer UK Pension Scheme 12 1204 68.6
Borrowings and other financial liabillics 20 3,561.0 3.6599
Derivative financial instruments 2] 04 107
Provisions 22 91.8 74.2
Deferred tax labilities o 23 187.2 423
41547 40558
Total liabilities §,525.5 63516
Net assets 29179 2,2858
Equity
Issued share capital 24 19.7 489.2
Share premiurm account 910.6 9104
Capital redemption reserve 2,680.4 22105
Hedging reserve 21 17.6 (54.8)
Cost_of hedging rescrve 21 36 46
Other rescrve (6,542.2) (6,542.2)
Foreign exchange reserve (739} (59.9)
Retained earnings 5,897.9 53252
Equity attributable to owners of the parent 2913.7 2,2830
Non-controlling interests 4.2 28
Total equity 29179 2,2858

The financial statements were approved by the Beard and authonsed forissue on 24 May 2022 The linancial statements also comprise

notes 1 to 32

Nowe

Steve Rowe, Chief Executive Officer

Ecin Tonge, Chief Financial Officer

Registered aumber 04256886
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

CIrainary Share Capital Forengn Non-
share  premiurn redemption Hedging  Cost af Other exchange Retained controling
capital  account, reserve  reserve  hedging roserve'  reserve earnings’ Total interest Toal
£m £m frn £ £fm im im fm £rn £m £mn
As at 29 March 2020 4876 9104 2,2105 6386 5.7 (6,542.2) (359) 6,597.8 3,7025 6.0 3,7085
Loss for ihe year - - - - - - - (1980) (198.0) (32) (201.2)
Other comprehensive
(expense)/income:
Foreign currency translation
- movements recognised In
other comprehensive incorme - - - - - - {277 - (27.7) - (27.7)
- reclassified and reported
in profit or loss - - - - - - 37 - 37 - 37
Remeasurcments of
retiremeant benefit schemes - - - - - - - {1,3520) (1,352.0) - (1,3520)
Tax credit on retirement
benefit schemes - - - - - - - 2565 2565 - 2565
Cash flow hedges
- fair value movement in other
comprehensive incomae - - - {2142y (1.3) - E - {2155) - {2155)
- reclassified and reporied
in profit or loss - - - 265 - - - - 265 - 765
Tax on cash flow hedges - - - 368 Q.2 - - — 37.0 - 37.0
Other comprehensive
(expense)fincome - - - (150.9) (1.1} - (24.0) (1,095.5) (1,271.5) - {1,271.5)
Total comprehensive
(expense)fincome - - -{150.9) (1.1} - (24.0) (1,293.5) (1,469.5) {3.2) (1,472.7)
Cash {low hedges
recognised in inventories - - - 339 - - - - 339 - 339
Tax on cash flow hedges
recognised in inventories - - - (64) - - - - (6.4) - (54}
Transactions with owners:
Shares issued in respect
of employee share options 16 - - - - - - {16} - - -
Purchase of own shares
held by employee trusts - - - - - - - {0.8) (08) - (0.8)
Credit for share-based payments - - - - - - - 193 193 - 193
Deferred tax on share schemoes - - - - - - - 40 40 - 40
As at 3 April 2021 4892 9104 22105 (54.8) 4.6 (6542.2) (59.9) 53252 2,283.0 2.8 12,2858
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FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF CHANGES N EQUITY CONTINUED

Orainary Share Capital Foreign Nan-
share premum redemplion Hedang  Cost of Other exchange Retained controlling
copita, acrount reserve  reserve  hedging reLerve'  roserve £arnings’ Toial mterast Jotal
frn £m £m £m £m frm £rm im Frn £mn im
As at 4 April 2021 489.2 9104 22105 (54.8) 4.6 (6542.2) (599) 53252 2,2830 28 2,2858
Profit for the year - - - - - - - 3066 3066 24 3090
Other comprehensive
income/(expense):
Foreign currency translation
- movements recognised in
other cormmprehensive income - - -~ - - -~ {13.5) - {13.5) - (13.5)
~ reclassified and reparted
In profit or loss - - ~ - - - {0.5) - (0.5) - {0.5)
Remeasurernents of
retirement bencfit schemes - - - - - - - 3570 357.0 - 357.0
Tax charge on retirement
bencfit schemes - - ~ - - - - (127.6) (127.6) - (122.6)
Loss on disposal of
investrnents held at FVOC! - ~ - - - - - (3.7} {3.7) - {3.7)
Cash flow hedges
- fair value movement in other
comprehensive income - - - 921 (0.8) - - - 91.3 - 91.3
- reclassified and reported
_In profit or loss - - - {10.5) - - - - (10.5) - (10.5)
Tax on cash flow hadges - - - (145) (0.2) - - - {14.7) - (v4.7)
Other comprehensive
income/{expense) - - - 671 {1.0) - (140) 2257 27718 - 2718
Total comprehensive
income/(expense) - - ~ 671 (1.0} - (14.0) 5323 584.4 24 586.8
Cash Tlow hedges
recognised in inventories - - - 6.5 - - - - 6.5 - 6.5
Tax on cash flow hedges
recogrised in inventories - - - (12} - - - - (1.2} - {1.2}
Transactions with owners:
Transactions with
non-controlling shareholders - - - - - - - {1.7) (1.7} {1.0) (2.7)
Shares issued in respect
of omployee share options 04 0.2 - - - - - {0.3) 0.3 - 0.3
Buy back and cancellation
of own shares® (469.9) - 469.9 - - - - - - - -
Credit for share-based payments - - - - - - - 388 388 - 388
Deferred tax on share schemes - - - - - - ~ 36 3.6 - 3.6
As at 2 April 2022 197 9106 26804 176 3.6 {(6542.2} (73.9) 58979 2913.7 42 29179
1 The otner re"ervae” was ongiraly created ayw nart Gi 1he capiral rest ructan s g that took ploos im 2002 [trepresens < toe difference betweer tne ~ somonal value of the fhares 5. ed

onet to tne capilal reocuction by the Company (being the carry ng value of the nvestment in Marks anaSpencer pld) ana the shere capital, share prermium and capla rederpt on

reseqye of Marks ana Spencer po at the date of 'ne trans

cuan

2 acluded wehin retaned earmings s the fair valuo throagh other compirehans ve ncame eoerve

™)

OnB Lty 7021 e Company reaucea the namiriar valae of s 1957779 626 nrchingr y shares 1n ssue at "nat ca
each £075 orainary share niszug nto ene ord nary shace of £00 2" one deterred smare of £074 A aeferren 50
FOO° anc cancedea The Company's wsued share Capital rea ns unchianged aid esch sharenaider s orofas iy

te frormn FO25 1o £001 Tne reguct 01 was comp.eted ny suhawaing
s were then boughy nace [0r tora aggregate considera” on o’
riterast nthe shzre 236t of the Company rema s unchangeo

Asae from the change A normuna. value Lhe nghts attachung iatne orginary shares (ncluang vol ng and o vidend ngnis 2nd rgnts onaretarn of cao taij rema nunchsnged
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CONSOLIDATED STATEMENT OF CASH FLOWS

52 weeks ended 53 weeks endea

2 April 2022 3 ApriL 2021

Notes £m £m
Cash flows from operating activities
Cash generated from operations 26 1,385.7 8767
Income tax paid (7.7) (58)
Net cash inflow from operating activities 1,378.0 8708
Cash flows from investing activities
Proceeds on property disposals 43.9 29
Purchase of praperty, plant and equipment (192.8) (1ne9)
Purchase of intangible assels (64.6) (47.8)
Sale/{purchasc) of current linancial assets 0.8 (67)
Purchasc of non-current financial assets (3.3) -
Proceeds on disposal of non-current financial assets 5.2 -
Purchasc of investments in associates and joint ventures (37.8) 87
Acquisition of subsidiary, net of cash acquired? (4.5) -
Leans to related parties (1.0) -
Interest received 8.4 9.2
Net cash used in investing activities {245.7) (192.6)
Cash flows from financing activities
Interest paid® {216.6) (2193}
Issuance of Medium Term Notes - 3000
Redernption of Medium Term Notes {163.6) (136 4) -
Repayrment of lease Labilitics {216.0) (1843) £
Payment of liability to the Marks & Spencer UK Pension Scheme - (17.2) a
Shares issucd on exercise of employee share oplions 24 0.3 - E
Purchase of own shares by employee trust - (0 8) i’:
Cash received from settlement of derivatives - 14.0 %
Net cash used in financing activities (595.9) (2440) E
Net cash inflow from activities 5364 4343
Effects of exchange rate changes (8.2} (3.3)
Opening net cash 669.7 2387
Closing net cash 27 1,197.9 ©69.7
I Currend yearind hades 33 Bm oot flow mcelation oo onhingent consesoratior selt edwatn Ocaao ses s mibedd and LA 0 ouls ow on theaeguis flon of 27% of thesaaes shan

casital ol Nossdy's b Ll ed Last yemzrind Ludes miflase of 211 20n upon inalisat oneel thes ammplotion s tatement el slion Lo P rwestane 0 Ocano <o an o mited and
outflow 0™ £2 5m nrelat on to Founders Factary Retaill imited

2 FA5mooutfliow onthe acqasition of 77 /7% om the siood share capital of The Sperts Fdit | i—red

3 Incluces interest paid on the Partnershup Lability 1o the Marks & Spencer UK Pension Scheme of £nl{last year £6 4m) snd interest paid on lease labilities of £128 3mi(last year £132 3my)
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES

Ceneral information

Marks and Spencer Group wle (Lhe “Company™ is a publc lrmited
company domicited and incorporated in England and Wales
under the Companics Act 2006, The address of the Company’s
registered office is Waterside House, 35 North Wharf Road,
London, W2 INW, United Kingdom.

The princical activities of the Company and s subsidiarics
{the "Croup™ and the nature of the Croup's operations are as
a Clothing & Horme and Food retailer.

These financial statements are presented in sterling, which s
also the Company's functional currency, and are rounded 1o the
nearest hundred thousand Foreign operations arc included in
accordance with the policies set out withun this note

Basis of preparation

The financial statoments have been proparced for the 52 wecks
ended 2 April 2022 (last year: 53 weeks ended 3 Aprit 2021310
accordance with Uk-adopted international Accounting Standards
and with the requirerments of the Companies Act 2006 as
applicable to companies reporting under those standards.

The Marks and Spencer Scottish Limited Partnership has taken
an excrption under paragraph 7 of the Partnership (Accounts)
Regulations 2008 from the requirerncnt (o prepare and deliver
financial statements in accordance with the Companies Act.

The financial statements have been prepared on 3 going
concern basis. In adopting the going concern basis, the Board
has considered the business activities as set out on pages 10

Lo 25, the financial position of the Group, iLs cash flows, Lguidily
position and borrowing Tacilities as sct cut in the Financial Review
on pages 36 to 44, the Croup's financial risk management
objectives and exposures to liquidity and other financial risks

as set out innote 21 and the principal risks and uncertainties

as sel out an pages 47 to 54

The Group conbinues to rmaintan a robust finanoial position
providing W with sufficient access te liguidity, through a
combination of cash and committed factlities, to meet its needs
in the short and medium Lerm, At 2 April 2022, the Croup had
furtier strengthened its available liguidity over the year to
£2,0729m {last year £1,799.4m), cornprising cash and cash
equivalents of £1,197.9m, an undrawn committed syndicated bank
revolving crecht facility ("RCF™ of £850.0m (set to mature in June
2025%), and undrawn uncommitted facilities amounting to £25.0m
The Group's net debt at 2 April 2022 was £2,698.8m, a reduction
of £8171m since 3 April 2021, primarily driven by strong free
cash flow generation,

The Group successfully renegotiated s RCF in Docemnber 2021,
which is set to run until June 2025, and replaces the facilily which
was due to mature in April 2023. The new facility contains a
financial covenant, being the ratio of earmings before interest, tax,
depreciation and amortisation; to net interest and depreciation
on right-of-use assels under IFRS 16 The covenant 1s measured
sermi-annually

In adopting the going concern basis of preparation, the Board
has assessed the Croup's cash flow forecasts which incorporate
a latest estimate of the ongoing impact of current market
conditions on the Group and include a number of assumptions
including sales growth and customer behaviour. While trading
continues {¢ be strong, in forming their outlock on the future
financial performance, the Board considared a variety of
downsides that the Croup might experience, such as a sustamed
economic recession, increased costs and an inability for the
Group Lo execute the transformation plan.
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Under these latest forecasts, the Croup is able to operate
without the nced to draw on its available facililies and without
taking any supplernentary miligaling actions, such as reducing
capital expenditure and other discretionary spend. The forecast
cash flows also indicate that the Group will comply with all
relevant banking covenants during the forecast period, being at
least 12 manths from the approval of the financial statements

The Board has also modetled a more sgvere, but plausible,
downside scenano This downside scenario assurnes 1hat!

—~ There will be a period of economic recession in the UK in 2022/23
and 2023724 (following the impacts of the Covid-19 pandomic,
the unfolding humanitarian crisis following the invasion
of Ukraine and the subsequent sharp increases in the cost
of living), resulting in a decline in sales of 40% per anpum,
across all three business units

— Utilities, fuel and other costs increasing by over £50m across
2022/23 and 2023/24

— Adelay on transformation benefits results inincremental sales
expected from the transformation dectining by 10%, 20% and
40% respectively across the three-year period across both
Food and Clothing & Home busingss unit s,

Fvan under this severe but plausibie downsids scenario, the
Croup would continue to have sufficent lguidity and headraom
on ils existing facililies and against the RCF financial covenant
for the forecast period. Although, should such a scenario arise,
there are a range of mitigating actions that could be taken to
reduce the impact. Civen current trading and expectations for
the business, the Board considers that this downside scenario
reflects a plausible, but remote, cutcome for the Group

In addition, roverse stress testing has been applied to Lthe model,
which represents a significant decline in sales cormpared Lo the
downside scenano Such a scenang, and the sequeonce of ovents
which could lead to i, is considered to be remote

As aresult the Board expects the Group 1o have adequale
resources Lo continue in oporation, meot its Labilirics as they
fall due, retain sufficient available cash and not breach the
covenant under the revolving credit facility for the foresecable
future, being a period of at least 12 months from the approval
of the financial staternents The Board 1hercfore considers

it appropriata for the Group to adopt Lhe going concern basis
in preparing Its financial statements.

New accounting standards adopted by the Group

The Group has applied the following new standards and
interpretations for the first time for the annual reporting period
commencing 4 April 2621

— Amendments to IFRS 16 Cowid-19-Related Rent Concessions
beyond 30 June 2021

— Amendments to IFRS 9, I1AS 39, IFRS 7. IFRS 4 and IFRS 16
Interest Rate Benchmark Reform Phase 2

The adoption of the standards and interpretations bsted above
has not led to any changes 1o the Group's accounting policies
or had any other material impact on the financiat position

or performance of the Group



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

New accounting standards in issue but not yet effective 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

— Amengrments to IAS 16: Properly, Plant and Equipment - cxchange rates used in the current financial year This measure
Proceeds before Intended Use Is presentad as a means of eliminating the effects of exchange

rate Tluctuations on the year-on-year reporled results.

New standards and interpretations that are inissuc but not
yet effective are listed below:

— Amendrments to IFRS 3: Reference 1o the Conceptual Framework

The Croup makes certain adjustrnents to the statutory profit

— Amcendments to 1AS 37: Onerous Contracls — Cost of Fulfilling g .
measures in order 1o derive many of these APMs The Group's

a Contract
policy is to exclude items that are considered significant in nature
— Annual Improvements to IFRS Standards 2018-2020 Cycle: and/or quantum to the financial statement line itemn or applicable
Amendments Lo IFRS 1 First-time Adoption of International disclosure note or are consistent with items that were treated as
Financial Reporting Standards, IFRS @ Financial Instruments, agqusting in prior periods. The Group's definition of adjusting
IFRS 16 Leases and IAS 41 Agriculture iLems is consistent with prior periods. Adjusted results are

consistent with how business performance is measured internally

— IFRS 17 Insurance Contracts o ‘ .
and presented to aid comparability of porformance On this basis,

— Amendments to 1AS 1. Clessification of Liabiltics as Current the Tollowing iterns were included within adjusting iLlems for the
or Non-Current 52-weck period ended 2 April 2022

- Amendmer\ts to IAS 1 and IFRS Practice Statement 2 — Net charges associated with the strategic programme in relation
Disclosure of Accounting Policies to the review of the UK store estate.

- Amendments to IAS & Definition of Accounting Estimates — Significant restructuring costs and other associated costs

ansing from strategy or operational changes that are not
considered by the Group Lo be part of the normal operating
costs of the business,

— Amendments to IAS 12: Deferred Tax Related to Assels and
Liabilities arising from a Single Transaction

- Amendments to IFRS 10 and IAS 28: Sale or Contribution of

Assets between an Investor and its Associate or Joint Venture ~ — IMpairment charges and provisions that are considered to be

) o significant in nature and/or value to the trading performance
The adoption of the above standards and interpretations is not of Lhe business

expected ta lead Lo any changes to the Group's accounting . . . -
— Charges and reversals of previous impairments arising from

policies or have any other material impact on the financial bl
position or performance of the Group. the write-off of assets and other properly charges that are z

. significant in nature and/or value Impairment charges are Z
Alternative performance measures recognised in operaling profit before adjusting items where =
In reperting financial information, the Croup presents alternative they relate to stores not previously impaired, @
perfqrmancc measures (TAPMS”)' which are not defined or — Adjustments to income from M&S Bank due to a provision E
specified under the requirements of (FRS. recognised by M&S Bank for the cost of providing redress to E
The Group believes that these APMs, which are not considered customers in respect of possible mis-selling of M&S Bank b
to be a subslitute for, or superior to, IFRS measures, provide financial products.

stakeholders with additional helpfut information on the
perforrance of the business. These APMs are consistent with
how the business performance is planned and reported within
the internal management reporting Lo the Board and Executive — Rerneasurement of contingent consideration including
Commitiee. Some of these measures are also used for the discount unwind.

purpose of setting remuneration Largets.

— Amortisation of the identified intangible assets arising as part
of the investrment in Gcado Retail Limited.

— Directly attributable gains and expenses resulting from the
The key APMs that the Group uses include: sales; lke-for-like Covid-19 pandemic.

revenue growlh, operating profit before adjusling items; profit Refer to note 5 for a summary of the adjusting items.

befare tax and adjusting items; adjusted basic earnings per share;

net debt; net debt excluding lease liabilitics; frec cash flow, and

return on capital employed Each of these APMs, and others used

by the CGroup, are sel out in the Clossary including explanations

of how they are calculated and how they can be reconciled to

a statutory measure where relevant.
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

A summary of the Company’s and the Group's accounting
policies is given below.

Accounting convention

The financial statements are drawn up on the historical cost basis
of accounting, except for certain financial instruments (including
derivative instruments) and plan assets of defined benefit pension
schemes which are measured al fair value at the end of ecach
reporting period, as explaned in the accounting policies below

Basis of consolidation

The Group financial statements incorporate the financial
siaterneonts of Marks and Spencer Croup plc and all its subsidianes
made up to the penied end date. Where necessary, adjustment s
are made to the financial statements of subsidiarics to bring the
accounting policies used in line with those used by the Group

Subsidiaries

Subsidiary undertakings arc all entitics (includhng speciat purpose
entities} over which the Company has control. Controlis achieved
when the Company has the power over the entity; is exposed,

or has nghts Lo, variable returns from its involvement with the
entity, and has the ability to use its power to affect its returns,
The Company reassesses whelher or nol it controls an entity if
facts and circumstances indicate that there are changes 1o one
or more of Lthese three clements of control. Consolidation of

a subsidiary begins when the Company obtains control over the
subsidiary ana ceases when Lhe Company loses control of the
subsidiary. Subsidiary underlakings acquired during the year are
recorded using the acquistion method of accountng and their
results are includged from the date of acquisition.

The separable net assets, including property, plant and
equipment and inlangible assels, of the newly acquircd
subsidiary undertakings are incorporated into the consolidated
financial staterments on the basis of the fair value as at the
cffective date of control

Intercompany transactions, balances, and unrealised gains
on transactions between Group companies arc climinated
on consolidation.

Associates

An assoaate is an entrty over which the Group has significant
influence and that is neither a subsidiary nor an intercst in

a joint venture Significant influence is the power to participate
in the financial and operating policy decisions of the investee
butis not control or joint control over those policies. The results
and assets and liabilities of asscciales are incorporated in these
finanaial statements using the equity method of accounting
Under the eguily method, an investment in an associate s
recogmised initially in the consolidated stalement of financial
position at cost and adjusted thereaftor to recogrise the Croup's
share of the profit or loss and other comprehensive income of
the assaaate When the Group's share of lossos of anassaciale
exceeds the CGroup's Interest in that associate (which includes
any long-term interests that, in substance, form part of the
Croup’s net investment in the associate), the Group discontinues
recognising its share of further losses Additional losses are
recognised only to the extent that the CGroup has incurred legal
or constructive obligations or made payrnents on behalf of

the associate. Dividends received or recevable from an associate
are recognised as a reducton in Lthe carrying amount of

the investment
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Associated undertakings acquired during the year are recorded
using the equity methed of accounting and their results are
included from the date of acquisition On acquisition of the
investrment in an associate, any excess of the cost of the
investment over the Croup's share of the net fair value of the
identifiable assets and liabilitics of the investee s 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 babililies over the cost of the
investment, after reassessment, 1s recognised imrmediately in
profit orioss in the penod in which the investment is acquired
The Croup's share of the net fair value of identified intangible
assels (s amortised over the expected uselul economic life

of Lthe assets

The requirements of 1AS 36 are applied to determine whether

it is necessary to recognise any impairment (oss with respect to
the Croup's investment in an associate When necessary, the
entire carrying armount of the investment (including goodwiil) 1s
tested for impairment in accordance with 1AS 36 as a single asset
by comparing its recoverable amaount (higher of value in use
and farr value less costs of disposal) with its carrying amount

When a Croup company transacts with an associate of the Group,
profits and losses resulting from the transactions with the
associate are recognised only to the extent of interesis in the
associate thal are not related to the Croup.

Revenue

Revenue comprises sales of goods to customers outside Lhe
Croup less an appropriate deduction for actual and expected
returns, discounts and loyally scheme vouchers, and is slated
net of value added lax and cther sales taxes Revenue is
recognised when performance obligalions are satisfied and
goods are delivered to our franchise partners or the customer
and the control of goods is transferred to the buyer. Online sales
arc recognised when items are delivered, as this is when the
performance obligation is deemed {o have been satisfied.
Where third-party branded goods are sold on a consignment basis,
only the commission recervable is included in statutory revenue

A right of return is not a separate performance obligation and
the CGroup 1s required to recognise revenue net of estimated
returns. Arefund liabitity and a corresponding asset In inventory
represenling the nght 1o recover products from the customer
are recognised

The Croup enters into agrecmeant s which entitle other parties
to operate under the Marks & Spencer brand name for certain
actlivitics and operations, such as M&S Bank and M&S Encrgy.
These contracts give rise to performance-based vanable
consideration. Income dependent. on the perforrmance of the
third-party operations s recogmsed when it is nighly probable
that a significant reversal in the amount of income recognised
will not occur, and presented as other operaling Incoma.

Supplier income

In line with industry practice, the Group enters into agreements
with suppliers ta share the costs and benefits of promotional
activity and volume growth. The Group receves income from its
suppliers based on speafic agreements in place This supplier
ncome received s recognised as a deduction from cost of sales
based on the entitlement that has been carned up to the batance
shieet date for each relevant supplicr agreement Marketing
contributions, equipment hire and other non-judgemental, fixed
rate supplier charges are not included in the Croup’s definition

of supplier ncome



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

The types of supplier income recognised by the Group and
the associated recognition policies are:

A. Premotional contribution Includes supplier contributions
to promotionzl giveaways and pre-agreed contributions 1o
annual “spend and save” activity.

Income is recognised as a deduction to cost of sales over ithe
relevant promotional period. Income is calculated and invoiced
at the end of the promoticnal period based an actual sales or
according to fixed contribution arrangements. Contributions carned
but nol invoiced are accrued af the end of the relevant period.

B. Volume-based rebates Includes annual growth incentives,
scasonal contributions and contributions to share econormies
of scale resulling from moving product supply.

Annual growth incentives are calculated and invoiced al the end
of the financial year, once carned, based on fixed percentage
growth targets agreed for each sypplier at the beginning of
the year. They are recognised as a reduction in cost of sales in
the year fo which they relate. Other volume-based rebatoes are
agreed with the supplicr and spread over the relevant scason/
contract period Lo which they relate, Contributions earned but
not invoiced are accrued at the end of the relevant period.

Uncollected supplier income al the balance sheet date s
classified within the financial staterments as follows:

A. Trade and other payables The majority of income due from
suppliers is netted against amounts owed to that supplicr as the
Croup has the legal right and intention to offset these balances

B. Trade and other receivables Supplicr ncome that has been
carned but not invoiced at the balance sheet date is recogniscd
in trade and other receivables and primanly relates 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 Croup 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 sharcholders,
Interim dividends are recorded in the period in which they are
approved and paid

Government grants

Government grants are recognised where there i1s reasonable
assurance that the grants will be received and Lthat the Group
will comply with the conditions altached to them.

Government grants that compensate the Group for expenses
incurred are recognised in profit or loss, as a deduction against
the related expense, over the perods necessary 1o match them
with the related costs.

Covernment grant inceme is disclosed in note 30.

Pensions

Funded pension plans are in place for the Croup's UK employees
and some overseas employees

For defined benefit {{DB") pension schemes, tha difference
between the fair value of the assets and the present value of
the DB obligalion is recogrised as an asset or lability in Lhe
statement of financial position. The BB obligation (s acluarially
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 unconditional right

to a refund of surplus assets assuming a full settlement of pian
liabilities. In the ordinary course of business, the Trustees have
no rights 1o wind-up or change, the benefils due to the members
of the scheme. As a result, any net surplus in the UK DB scheme
is recognised in full.

The service cost of providing retirement benefits to employecs
during the year, together with the cost of any curtaillment, is
charged Lo operating profit in the year, The Group no lenger
incurs any service cost or curtailment costs retated to the UK
DB Pension Scheme as the scheme is closed to future accrual.

The net intarest cost on the net retirement benefit asset/liability
is calculated by applying the discount rate, measured at the
beginning of the year, to the net defined bencfit asset/liability
and is included as a single net amount in finance INncome.

Remeasurerments, being actuarial gains and losses, together with
the difference between actual investrment returns and the return
implicd by the net interest cost, are recognised immediately

in other comprchensive income

Paymenls to defined contribution retirernent benefit schermes
are charged as an expense on an accruals basis.

For further detalis on pension schemes and the Partnership Liakbility
to the Marks & Spencer UK Pansion scheme, see notes 11 and 12,

Intangible assets

A. Goodwill GCoodwill arising on consolidation represents the
excess of the consideration paid and the amount of any non-
controlling interest in Lthe acquiree over the fair value of the
identifiable assets and labilities (including intangible assets)
of the acquired entily at the date of the acquisition. Coodwill 1s
recognised as an asset and assessed fer impairment annually
or as triggering evants occur. Any impairment in value is
recognised within the income statement.
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B. Acquired intangible assets Acquired intangible assets include
tradernarks or brands. These assets are capitalised on acquisilion
at cost and amortised on a straight-line basis over their
estimated useful lives.

Acquired intangible assets are tested for impairmaent as triggering
events occur Any impairment in value is recognised within the
income staterment.

C. Software intangibles Where computer software is natl an
integral part of a related item of computer hardware, the software
15 treated as an intangible asset. Capitalised software costs include
external direct costs of goods and services, as well as internal
payroll-related costs Tor ernployees who are directly associated
wilh the project. When the Croup incurs configuration and
custermisation costs as part of a cloud-based software-as-a-
service agreerment, and where this does not result in the creation
of an assct which the Croup has control over, then these costs
are expensed.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

Capitalised software developmenl costs are amortised

on a straight-lne basis over their expected cconomic lives,
naormally between three and five years Cornputer software
under development is held at cost less any recognised
impairment loss. Any impairment in value is recognised
within the income stalement.

Property, plant and equipment

The Group's policy is to state property, plant and equipment

at cost lass accumulated depraeciation and any recogrnised
impairment loss. Property is not revalued for accounting
purposcs Assets in the course of construction are held at cost
less any recognised impairment loss. Costs include professional
fees and, for gualifying assets, borrowing costs Leasehold
buildings with lease premiums and ongoing peppeorcorn lease
payments are considered in-substance purchases and are
therefore included within the buitdings category of proporty,
plant and eguipment.

Depreciation is provided to write of f the cost of Langible
non-current assets (including investront proporties), less
estimated residual values on a straight-line basis as follows.

— Frechold land ~ nol. depreciated

— Buildings ~ depreciated to their residual value over their
estimated remaining economic lives of 25-50 years.

— Fixtures, [ittings and cquipment - 3 to 25 years according
Lo the estimaled cconomic life of the assel.

Rosidual values and useful economic lives are reviewed anrually.
Depreciation s charged on all additions to, or disposals of,
depreciating assets in the year of purchase or disposal.

Any impairment in vatue, or reversal of an impairmaent,
s recognised within the incorme statement.

Leasing

The Group recognises a right-of-use asset and corresponding
labiuty at the date al which a leased asset is made avalable
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-valug assets For these leases, the Group recognises
the lease payments as an aperating 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 payiments relating to non-lease
components Future lease payments include fixed payments,
in-subsfance fixed cayments, and variable lcase payments
that are based on an index or a rate, less any lease incentives
reccivable Lease liabililies also take into account amounts
pavabie under residual value guarantees and payments 1o
exercise options to the extent that 1 is reasonably cortain that
such payments will be made. The payrnents are discounted

atl the rate implicit in the lease or, where that cannot be readily
determined, at an incrementat borrowing rate.

Right-of-use assets are rneasured inttially al cost based on the
value of the associated lease liability, adjusted for any payments
made before nception, initial direct costs and an estimate of
the dismantling, rernoval and restoration costs required in the
terms of the lease. The Croup presents right-of-use assets in
“property, plant and equipment” in the consolidated statement
of financial position
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Subseqguernt o inthal recognition, Lhe lease liability is reduced
for payments made and increased to reflect interest onthe
lease lability (Using the effective interest method) The related
right-of-use assel is depreciated over the term of the lease or,
if shorter, the usefut economic life of the leased asset. The lease
term shall include the pericd of an extension option where it is
reasonably certain that the option will be exercised Where the
lease contains a purchase option, the asset is writion off over
the useful life of the assel when it is reasonably certain that the
purchase option will be exercised

The Group remeasures the lease lability and makes 3
correspending adjustment to the related right-of-use asset)
whenever

— The lease term has changed or thore 1s a change in the
assessmoent of exercise of a purchase option, in which case
the lease tability is remeasured by discounting the rovised
lcase payments using a revised discount rate.

— The lease payrments change due Lo changes in an index or
rate or a change in expected payment under a guarantced
residual value, in which cascs the lease lability is rerneasured
by discounting Lhe revised ease payments using the initial
discount rate (unless the lease payments change 1s duc to
a change In a floating interest rate, in which case a revised
discount rate s used)

— Alease contracl is modified and Lhe lease modification is
not accounted for as a separate lease, in which case the lease
liability s remeasured by discounting the revised lease
payments using a revised discount rate,

Leases for which the Croup i 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 lessee, and classified as an operaling leasc if it does not.
When Lhe CGroup is an intermediate lessor, it accounts for the
head loase and the sublease as two separate contracts The
sublease 15 classified as a finance or ocperaling lease by reference
to the right-of-use asset ansing from the head lease.

Amounis due from lessees under finance teases arc recognised
as recavables at the amount of the CGroup's net investrment in the
lcases, Finance lease income is allocated to accounting periods
so as Lo reflect a constant periodic rate of return on the Croup's
net investment in the lease. Rental income from operaling leases
is recognised on a straight-line basis over 1he term of the
relevant lease

Cash and cash equivalents

Cash and cash equivalents includes short-term deposits with
banks and other financial institutions, with an initial maturity
of three months or less and credit card payments recaived
wilhin 48 hours, Bank transactions are recerded on their
settlerment date.

Inventories

Inventones are valued on a weighted average cost basis and
carned at the lower of cost and net, realisable value. Cost includes
all direct expenditure and other atirnbutable costs ncurred

in bringing inventones to their prasent location and condition
Altinventories are finished goods. Certain purchases of inventories
may be subject to cash flow hedges for foreign exchange risk
The mitial cost of hedged inventory is adjusted by the associated
hedging gain or loss transferred from the cash flow hedge
reserve {"basis adjustment”)
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Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that the
Group will be required to settle that obligation. Provisions are
measured at the best estimate of the expenditure required to
settle the obligation at the end of the reporting period, and
are discounled to prosent value where the effect is material

Share-based payments

The Group issues equity-settled share-based payments to
certan ermployees A fair value for the equity-settled share
awards 15 measured at the date of grant. The Group measures
the fair value of earh award using the Black-Scholes 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 thal will cventually vest.
The level of vesting Is reviewed al each reporting period and
the charge is adjusted Lo reflect actual and estimaled levels
of vesting.

Foreign currencies

The financiat statements are presented in sterling which is
the Company's functional currency.

The results of overseas subsidiaries are transtated at the weighted
averagoe of monthly exchange rates for revenue and profits.

The stalernents 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 stalement of comprehensive income. On disposal
of an overseas subsidiary the related cumulative translation
differences recognised in reserves are reclassified to profit or
loss and are recognised as part of the gain or loss on disposal.

Transactions denominated in foreign currencies are transtated
at the exchange rate at the date of the lransaction. Foreign
currency monetary assets and liabilitics held at the end of the
reporting period are translated at the closing balance sheet
rate. The resulling exchange gain or loss is recognised within
the income statement.

Taxation

Tax ecxpense comprises current and deferred tax. Tax is recognised
in Lhe income statement, except to the extent that it relates

to items recognised in other comprehensive income or directly
in equily, in which case the related tax is recognised in other
comprehensive income or directly in equity.

Provision is made for uncertain tax positions when it is considered
probable that there will be a future cutflow of funds to a tax
authority. The provision is calcutaled using the single best
estimate where that outcome is more likely than not and 3
weighled average probability in olher circumstances. The position
is reviewed on an ongoing basis, t¢ ensure appropriate provision
is made for cach known tax risk.

Deferred tax 15 accounted for using a lemporary difference
approach, and 15 Lhe tax expected Lo be payable or recoverable
on temporary differences between the carrying amount of
assets and liabilitics in the staterment of financial position and
the corresponding tax bases used In the computation of taxable
profit. Deferred tax 15 calculated based on the expected manner
of realisation or scttlernent 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 liabilties are generally recognised for all taxable
temparary differences. Deferred tax liabililies are recognised
lfor taxable temporary dif ferences arising on investments in
subsidiaries, associates and joint ventures, except where the
reversal of the temporary difference can be controlled by the
Croup and it 15 probable that the difference will not reverse in
the foreseeable future. In addition, deferred tax liabilitics are not
recogrused on temporary differences that arise from goodwill
which is not deductikle for Lax purposes

Deferred tax assets are recognised to the exlent that it is
probable that taxable profits will be available against which the
deduclible temporary differences can be utiised, The carrving
amount of deferred tax assels is reviewed al the end of each
reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available Lo allow
all or part of the asset to be recovered.

Deferred tax assets and liabilities are not recognised inrespect
of temporary differences thal arisc on initial recegnition of assels
and liabilitics acquired cther than in a business combination.

Financial instruments

Financial assets and liabilities are recogniscd in the Group's
staternent of financial position when the Group becomes a party
to the contractual provisions of the instrument. Financial assets
arc initially classified as at fair value through profit and loss, fair
value through other comprehensive income or amortised cost
depending on the Croup's business model for managing the
financial asset and its cash flow characteristics. Financial assets
that are held for collection of contractual cash tows, where

those cash flows represent solely payments of principal and ul

interest, are measured al amortised cost. g

The table below sets out the Group's accounting classificaticn E

of each ctass of its financial assets and liabilitics: 5
Note Measurement %

Financial assets: é

Other investments 16 FVTPL! @

Unlisted equity investments i6 FvOCI:

Trade receivables ¥ Amortised cost

Lease receivables 17 Amortised cost

Other receivables 17 Amortised cost

Cash and cash equivalents 18 Amortised cost

Derivative financial instruments 21 FVTPL

Financial liabilities:

Borrowings and overdrafts 20 Amortised cost

Trade payables 19 Amortised cost

Other payables 19 Amortised cost

Contingent consideration 19 FVTPL

Accruals 19 Amortised cost

Lease liabilitics 20 Amortised cost

Derivative financial instruments 21 FVTPL

1 Farr va.ue tirough arot t or (s
7 Far value through other comprehensive iIncome
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A. Trade and other receivables Trade reccivables are recorded
initially at transaction price and subseguently measured at
ameortised cost, except those which, due to factoring arrangements,
are held within a "hold to collect and sell” business model and are
measured at FVYOCI Trade receivables measured at amortised
cost are carried al nominal value ess an allowance for any
doubtfut debts. The allowance for doubt ful debts is recogrised
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 unlisted equily securities, toans receivable,
venture capital investments and short-term investments with
a malurity date of over 90 days and are classified as cither fair
value through other comprehensive income ("FVYOCH™) or fair
value through profit or lass (CFYTPL). Financial assets held at
FVOCI are initially measured at fair value, including transaction
cosls directly attributable to the acquisition of the (inancial
assot. Financial assets held at FVYTPL are initially recognised

at fair value and transaction costs arc expensed.

For equity investments at FVvOCI, gains or losses arising from
changes in fair value arc recognised in other comprehensive
income untit the security is disposed of, atl. which time

Lhe cumulative gain or Loss previously recognised in other
comprehensive ncome and accumulated in the FVYOC! reserve
1s Lransferred to retained earnings

The Croup designated all non-listed equity investments not
held for trading as FVYOCE oninitial recogmition because the
Group intends to hold them for long-term stralegic purposes.

Financial assels that do not meel the criteria for being measured
at amortised cosl or FVOC are measured at FVTPL with gains
and losses arising from ¢changes in fair value included in the
income slatement for the period

€. Classification of financial liabilities and equity Financial
uabilitics and cquity instruments are classified according to
the substance of the contractual arrangements entered inte.
An equity instrument 1s any contract that evidences a residuat
interest in the assets of the Croup after deducting alt of

its liabilitics

D. Bank borrowings Intercst-bearing bank loans and overdrafts
are inmitially recorded at fair value, which equals the proceeds
received, net of direct issue costs They are subseguently held at
amortised cost. Finance charges, including premiums payable on
settlement or redemption and direct issue costs, are accounted
for using an cffective iInterest rate method and are added to

or deducted from the carrying amount of the instrument.

E. Loan notes Long-term loans are initiatly measurad al fair value
net of direct 1ssue costs and are subseguently held at amortised
cost If the loan s designated in a fair value hedge relationship,
the carrying value of the loan is adjusted for fair value gains

or losses attributable to the risk being hedged.

F. Trade payables Trade payables are recorded initially at fair
value and subsequently measured at amortised cost. Generally,
this results in their recognition at their nominal value.

G. Equity instruments Equity instruments 1ssued by the Croup are
recorded at the consideration received, net of direct issue costs.
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Derivative financial instruments and hedging activities

The Croup primarily uses Cross-currency swaps and forward
foreign currency contracts to manage its exposures to fluctuations
ininterest 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 resulling gain
or loss is dependend on whether the dervative s designated as
a hedging instrument and the nalure of the item being hedged

The Group designates certain hedging derivatives as cither

— A hedge of 3 highly probable forecast transaction or change
in the cash flows of a recognised asset or liability (2 cash flow
hedge), or

— A hedge of the exposure to change in the fair value of
a recognised asset or liabiity (a farr value hedge)

At the inception of a hodging retationship, the hedging mstrurment
and the hedged itern are documented, along with the risk
management chjeclives and strategy for underiaking various
hedge transactlions and prospective effectivencss testing s
perforrmed. Dunng the life of the hedging relationship, prospective
effectiveness Lestingis performed to ensure that the instrument
remains an ef fective hedge of the transaction. Changes in the
lair value of derivative financial instruments that do not qualify
for hedge accounting arc recognised in the income statement

as they arise

In 2019/20, the Croup carly adopted the Phase 1 amendments
Interest Rate Benchmark Reform — Amendments 1o (FRS S, IAS 39
and IFRS 7 These amendments modify specific hedge accounting
requirements to allow hedge accounting to continue lor affectied
hedges during the period of uncertainty before the hedged
iterns or hedging instruments affected by the current interest rate
benchmarks are amendced as a result of the engoeing interest rate
benchmark reforms. The application of the amendmeaents impacts
the Greup's accounting in relation to a sterling denominated
fixed rate debt, for which it farr valuc hedge accounts using
sterling fixed to GBP LIBOR inlerest rate swaps The amendments
permit continuation of hedge accounting even if In the Tuture
the hedged benchmark interest rate, GBP LIBOR, may no longoer
be separately identifiable. However, this relief does not extend 1o
the requirement that the designated interest rate nsk cornponent
must continue te be relisbly measurable. If the risk componeant

is no longer reliably measurable, the hedging relationship

is discontinued

In the current year, the Croup adopted the Phase 2 amendments
Inlerest Rate Benchmark Reform — Amendments to IFRS 8, 1AS 39,
IFRS 7 IFRS 4 and IFRS 16 which was issued in August 2020,

These amendments are mandatory for annual reporting periods
begimning on or after 1 January 2021. While the Group no longer
holds any fair value hedge retationships, these armmendments
allow the Group to relain any balances from discontinued IBOR
Unked hedge relationships on the balance shect as these are now
deemed 1o be based on the replacement rate
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A. Cash flow hedges Changes in the fair value of derivative
financial instruments that are designated and effective as hedges
of future cash llows are recognised in other comprehensive
income. The element of the change in fair valuc which retates

to the foreign currency basis spread is recognised in the cost

of hedging reserve, with the remaining change in fair value
recegnised in the hedging reserve and any ineffective portion is
recognised immediately in the income stalement 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 dervative that had previously
been recognised in other comprehensive income and accurmultated
in the cash flow hedge reserve are removed directly from equity
and included in the initial measurerment. of the asset or liability.

If the hedged item is transaction-retated the foreign currency
basis spread is reclassified to profit or loss when the hedged item
affects profil or loss. If the hedged item is time-pericd related,
then the amount accumulated in the cosl of hedging reserve is
reclassified Lo profit ar loss on a systematic and rational basss.
Those reclassificd amgunts are recognised in profit or loss in the
same line as the hedged item. If the hedged dem is a non-financial
itern, then the amounrt accurnulated in the cost of hedging rescrve
is removed directly from equity and included in the initial carrying
amount of the recognised nan-financial item.

For hedges that do not result i the recognition of an asset
or a liability, amounts deferred in the cash flow hedge reserve
arc recognised in the income statement in the sarme pericd in
which the hedged items affect net profit or loss.

B. Fair value hedges Changes in the fair value of a derivative
instrument designated in a fair value hedge are recognised in
the income statement. The hedged item is adjusted for changes
in fair vatue attributable Lo the risk being hedged with the
corresponding entry in the income staternent.

Changes in the fair value of derivative financial instruments
that do not qualify for hedge accounting are recognised in the
income statement as they arise.

C. Discontinuance of hedge accounting Hedge accounting is
discontinued when the hedge relationship no longer qualifies for
hedge accounting. This includes when the hedging instrument
cxpires, is sold, terminated or exercised, or when occurrence of
Lhe forecast transaction 15 no longer highly erobable. The Croup
cannot voluntarily de-designate a hedging relaticnship.

When a cash flow hedge is discontinued, any cumulative gain

or loss on the hedging instrument accumulated in the cash flow
hedge reserve is retained in equity until the forecast transactlion
oceurs, Subsequent changes in the fair value are recognised in
the income statement, If a hedged transaction is no longer
expected to occur, the net cumulative gain or loss accumulated
in Lthe cash flow hedge reserve is transferred to the income
staternent for the period

When a fair value hadge is discontinued, the fair value
adjustment to the carrying amount of the hedged itern arising
from the hedged risk is amortised to the income statement
based on the recalculated effective interest rate at that date.

The Croup does not use derivalives to hedge income staterment
translation exposures,.

Reserves

The following describes the nature and purpose of cach reserve
within eguily:

A. Share premium account Proceeds received in excess of the
nominal value of shares issucd, net of any transaction costs.

B. Capital redemption reserve Amounts transferred from
share capital on redemption or repurchase of issued shares.

C. Hedging reserve Curnulative gains and losses on hedging
instruments deemed effective In cash flow hedges.

D. Cost of hedging Cumulalive gains and losses on Lthe portion
excluded ruin Uie designated hedging instrument thal relates
to changes in the foreign currency basis.

E. Other reserve Originally created as part of the capital
restructuring that took place in 2002 It represents the difference
between the nominal value of the shares issued prior to the
capital reduclion by the Company (being the carrying value of
the investmoent in Marks and Spencer plc) and the share capital,
share premum and capital redemption reserve of Marks and
Spencer plc al the date of the transaction.

F. Foreign exchange reserve Cains and losses arising on
retranslating the net assets of overseas operations inte sterling.

G. Retained earnings All other net gains and losses and
transactions with owners (e g. dividends) not recognisced elsewhere.

Critical accounting judgements and
key sources of estimation uncertainty

The preparation of consolidated financial statements requires
the Group to make estimates and judgements Lhat affect Lhe
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 culcormes exists due to
management assumptions or sources of estimation uncertainty,
this will represent a key source of estimation uncertaintly. Estimates
and judgements arc continually evaluated and are based on
historical expearience and other factors, including expectations

of future events Lhat are believed to be reasonable under the
circumstances. Actual results may differ from these cstimates.
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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

por share measures provide additional useful information to
sharcholders on the perfarmance of the business. These measures
are consistent with how business performance is measured
internally by the Board and Executive Committee. The profit
before tax and adjusting items rmeasure is not a recognised
profit measure under IFRS and may not be directly comparable
wilth adjusted profit measures used by other companies.

The classification of adjusting items reguires significant
management judgement after considering the nature and
mlentions of a transaction. The Group's definitions of adjusting
lems are outlined within both the Croup accounting poticics
and the Glossary These definitions have been applicd
consistently year on year,

Note 5 provides further delails on current year adjusting items
and ther adherence to Group policy.
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UK defined benefit pension surplus

Where a surplus on a defined benefit scheme arises, the rights
af the Trustees to prevent the Group obtaining a refund of that
surplus In the future are considered in determining whether it is
necessary to restrict the amount of the surplus Lthat 13 recognised,
The UK defined benefit schemeis in surplus at 2 April 2022
The directors have made the judgement that these amounts
meet the requirement s of recoverabibity on the basis that
paragraph 11(b) of IFRIC 14 applies, cnabling a refund of surplus
assuming the gradual settlement of the scheme liabilities gver
time until all members have lefl the scheme, and a surpius

of £1,043.9m has been recognised.

Assessment of control over Ocadop Retail Limited

The directors have assessed that the Croup has significant
influence over Ocado Retail Limited and has therefore accounted
for the iInvesiment as an associate (see note 29). This assessment
is based on the current rights held by the respective shareholders
and reguires judgement in assessing these rights. These rights
include determinative rights currentty held by Ocado Croup Ple,
after agreed dispute-resolution procedures, inretation to the
approval of the Ocado Retzil Limited business plan and budget
and the appointment and removal of Ocadao Relail Limited's
Chief Execulive Officer Any future change to these nights
requires a reassaessment of control and could result in a change
in the stalus of the investment from associate Lo joint venture,
subsidiary or investment.

Determining the lease term

The Croup determines the lease term as the non-cancellable
term of the lease, together with any periods covered by an option
to extend Lhe lease if it 1s reasonably certain 1o be exercised, or
any pariods covered by an option to terminate tho lease if iL1s
reasonably certain not to be exercised

The Croup has several lease contracts for land and buildings
thal include extension and termination options The Group
applies judgement in evaluating whethor it 1s reascnably certain
whether or not Lo exercise the option to rencew or terminate

the tease That 15, it considers all relevant factors that creale

an econornic incentive for it to excrcise either the renewal or
termination, including: whether there are significant penalties to
terrminate (or not extend), whether any leasehold improvements
are expecied to have a sigmificant remaining value, historical
lease durations; the importance of the underlying assel to the
Croup's operations; and the costs and business disruplion
required Lo replace the leased asset.

Most renewal periods and periods covered by termination
options arc included as part of the lease lerm for leases of land
and buildings. The Croup typically exerases its option to renew
(or does not exercise its option Lo terminate) for these leases
because there will be a significant negative offect on trading

il a replacement property 1s not readily available

The lease term s reassessed if a significant event or a significant
change in crcumstances occurs which affects the assessment
of reasocnable certainty, for example, If 2 store is identified 10 be
closcd as part of the UK stare estate strategic programme
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Determining whether forecast purchases are highly probable

The Croup is exposed to foreign currency risk, most significantly
{0 the US dollar as a result of sourcing Clothing & Home
products from Asia which are paid for predominantly in US
dollars. The Croup hedges these exposures using forward foreign
exchange contracts and hedge accounting 15 applied when the
reguircments of IFRS 9 are mcet, which include that a forecast
{ransaction rmust e “highly probable”

The Group has appled judgement in assessing whether forecast
purchases are "highly probable” In making this assessment, the
Group has considered the most recent budgets and plans. The
Croup's policy is a “layered” hedging strategy where only a small
fraction of the forecast purchase requirement s is intially hedged,
approximately 14 months prior to a season, with incremental
hedges layered on over time as the buymg period for that season
approaches and therofore as cortainty increases over the
forecast purchases As aresull of this progressive strategy,
areductionin the supply pipeline of inventory does not
immediately lead to over-hedging and the disqgualification of
“highly probable” If the forecast transactions were no longer
expected Lo occur, any accumulated gan or loss on the hedging
instruments would bommediately reclassihied (o profit or loss

Key sources of estimation uncertainty
Climate change impact

Climate change is a global challenge and an crerging risk Lo
businesses, people and the environment across the world.
Although commitment s we have made to date form part of the
cash flow projections within our going concern and impairment
assessments, the impact of climate change s notl judged to have
been a key driver in determining the outcomes of these exercises
and is therefore not currently classified as a key source of
estimation uncertainty The Group will continue ta review this
classification as the assessment of tho impacts, risks and
opportuniligs presented by climate change and the Group's
commitments Lo address the challenges presented evolve over
the coming ycars

UK store estate programme

The Group is undertaking a significant strategic programme to
review its UK store estate resulting in a net charge of £161 4m
(last year: £35.3my} in the year, A significant level of estimation has
been used to determine the charges to be recegnised in Lhe year,
The most significart judgernent that irmpacts the charge s that
the stores identified as part of the pragramme are more likely
than not to close. Further significant closure costs and impatrment
charges may be recorded in future years depending on decisions
made about further store closures and tho successful delivery

of the transformation programme.

Where a store closure has been announced there s a reduced
level of estimation uncertainty as the prograrmrme actions are
to be taken over a shorter and more immaediate timeframe,
Further significant estimation uncertainty arises i respect of
determining the recoverable amount of assels and the costs to
be incurred as part of the programme. Significant assumptions
have been made including

— Reassessment of the useful lives of store fixed assets and
closure dates.

~ Estimation in respect of the expected shorter-term trading
value in use, including assumptions with regard to the period
of trading as well as changes to future sales, gross margin
and operating costs
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— Estimation of the sale proceeds for freehold stores which
is dependent upon location-specific factors, timing of likely
exit and future changes to the UK retail property market
valuations

— Estimation of the value of dilapidation payments required
far leasehotd store exits, which is dependent on a number
of factors including the extent of modifications to the store,
the terms of the lease agreement, and the condition of the
property.

The assumplions most likely ¢ have a material impact are
closure dates and changes to future sales. Sec notes 5 and 15
for further detail.

Useful tives and residual values of property,
plant and equipment and intangibles

Depreciation and arnortisation are provided Lo wiite down the
cost of property, plent and equipment and certain intangibles to
their estimated residual values over their estimated uscful lives,
as set out above. The sclection of the residual vatues and useful
lives gives rise Lo estimation uncertainty, especially in the context
of changing economic and market factors, the channel shift

from stores to online, Increasing technelogical advancement

and the Group's ongoing strategic transformalion 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 uncertainly in relation

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 Group's property, plant and equipment, it is not
practicable to provide a meaningful sensitivity analysis.

Impairment of property, plant and equipment and intangibles

Property, plant and equipment and computer software
intangibles are reviewed for impairment if events or changes

In circumstances indicate that the carrying amount may not be
recoverable, Goodwill and indefinite lfe brands are reviewed for
impairment on an annual basis. When a review for impairment 1s
conducted, the recoversble amount is determined based on the
higher of value in use and fair value less costs to sell. The value
in use method requires the Group to determine appropriatc
assurnptions inrelation to the cash flow projections over the
three-year strategic plan period {(which is a key source of
eslimation uncertainty), the long-term growth rate to be applied
beyond this three-year period and the risk-adjusted pre-lax
discount rate used to discount the assumed cash flows to
present value See notes 14 and 15 for further details on the
Group’s assumptions and associaled sensitivities.

Inventory provisioning

The Croup assesses the recoverability of invenlories by applying
assumptions around the future saleability and estimated selling
prices of lems.

AL 2 April 2022, the Croup had recognised a total UK Clothing

& Home inventory provision of £48.3m (last year: £78.2m), which
included £nil (last year: £24.2my relating specifically to the
estimated impact of the Covid-19 pandemic. During 2021/22, UK
Clothing & Home performance has been strong, with botter-than-
expected sell-through of inventory originally provided for and the
Group has updated its assumptions regarding future trading
perfarmance, Aftar utilising £10.2m of these provisions in L
period, Lhe Croup has released the remaining £14.0m, resulting in
no UK Clothing & Home inventory provisions in relation to Covid-19
remaining on the balance shect at 2 April 2022 See note 5 for
further details on the assumptions and associated sensitivities.

Post-retirement benefits

The determination of pension net interest inceme and the
defined benefit cbligation of 1the CGroup's defined benefit pension
schemes depends on the selection of certain assumplions which
include the discount rate, inflation rate and mortalily rates.
Differences arising frorm actual experiences or future changes in
assumplions will be reflected in subsequent periods, The fair value
of unquoted investments within total plan assets s estimated with
consideration of fair value estimates provided by the manager of
the investment or fund. See note 11 for further details on the
impact of changes in the key assumptions and estimates.
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

2 SEGMENTAL INFORMATION

IFRS 8 Operating Segmenls requires operating segments to be identified on the basis of internal reporting on components of the
Group that are regularly reviewed by the chief operating decision-maker 1o allocate resources to the segments and Lo assess their
performance.

The chief pperating gecision-maker has been identiflicd 25 the Executive Commiltee. The Execulive Committec reviews the Group's
internal reporting in order to assess performance and allocate resources across cach operating scgment.

The CGroup's reportable operating segments have therefore been identified as follows:

— UK Clothing & Home — comprises the retailing of womaenswear, menswear, ingerie, kidswear and home products through UK retait
stores and online.

— UK Food - includas the results of the UK retail food business and UK Food franchise operations, with Lhe following five main
categories protein deli and dary; produce; ambient and in-store bakery; meals, dessert and frozen; and hospitality and ‘Food on
the Move', and direct sales to Ocado Retall Limited

— International - consists of Marks and Spencer owned businesses in Europe and Asia and the international franchisc operations.
— Ccado - includes the Croup's sharc of profits or losses from the investment in Ocado Retail Limited.

Other business activities and operating segment s, including M&S Bank and M&S Fnergy, are combined and presented in “all other
segments” Finance income and cosis are not allocated to segments as each is managed on a centralised basis.

The Executive Committee assesses the performance of the operating segments based on a measure of aperating profit before
adjusting iterms This mcasurement basis excludes the effects of adjusting items from the operating segments.

The following 1s an analysis of the Croup’s revenue and results by reportable segment:

52 weeks ended 2 April 2022

o3 weeks endea 3 Aprl 202,
UK LK

Clothing All other Cwihing Al other
& Home UK Food International Ocado segments Croup & -Home  UKPooo  Intomahion, Qrada segments Groap
£m £m £m £m £m £m fm fn fn £ et £m

Sales before
adjusting items' 3,332.2 66396 937.2 - - 10,9090 72390 651385 7894 - - 81669
Revenue before
adjusting items? 3,308.3 6,639.6 937.2 - - 10,885.1 272300 61385 7854 - 9,1669
Operating
profit/{loss) before
ELU_S"E_I’\_Q_EP_TI\SJ___ 330.7 2778 736 139 13.0 709.0 (1303) 2286 44 784 19 2227

Finance income

before adjusting

lems 28.3 K74
Finance costs

before adjusting

iterms {214.4) (229.3)
Profit/{loss)

before tax and

adjusting items 3307 2778 73.6 13.9 13.0 5229 (i308) 2286 441 784 1.9 50.3
Adjusting tems {131.2) (259.7)
Profit/(loss)

before tax 3307 2778 73.6 139 13.0 391.7 (1308) 2286 441 784 19 (2094)

1 Sates before adjustng tems s revenue before ad,ust Ag tems statec paor to adjastments for UK Clathing & lome trans consignenent sales of £239m

7 Revenge $ear - castng tems of Fmil (last full year § 1 2m} (sec ruzfe 5)

3 Qocrstrgp = srgadsting terns s stated 35 Grars Lo’ ELess aReraling L1570 PUIST Lo ATjuehnd tems Reps
atirturab.e or based onan coproprate cost anver for the cost

[

tib 2 segmen evel cotis are alooated woore drectly
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

2 SEGMENTAL INFORMATION CONTINUED

Other segmental information
52 weeks ended 2 April 2022

53 weeks ended 3 April 7021

Cluthi:: All other Cmth\ug All ether
& Home UK Foed International Ocade segments Group & Home  UKFood International Qcado  segraents Group
£m £m £m £m £m £m frn £m fm £rm frm im
Additions to
property, plant
and cquipment,
and intangible
assets (excluding
goodwill and
right of-use assuls) 1392 163.7 18.5 - - 3214 505 1050 68 - - 1623
Depreciation and
amortisation'’ (268.1) (248.8) (35.0) - - (551.9) (3123) (2594) (25.1) - - (596.8)
Impairment charges,
imparrment roversals
and assel writc-offs!  {37.2)  10.7 (8.0) - - (345) (1551) (349) (47) - - (1947

I These costs arc allotated to a reportable segment where they are drrectly attributable Where costs are not directly attributable.a proportional allocation s maae to each segrment

basedanan approonate cost driver
2 Includes FO2m (1ast year £0 3m) depreciaton charged oninvestment property

Segment assels and Uabilities, including inveslments in associales and joint ventures, arc not disclosed because they are not reported

to or reviewed by the Executive Commilice.

3 EXPENSE ANALYSIS

2022 2021
Total Total
£m fm

Revenue 10,885.1 91857
Cosl of sales (7,130.3) (6,244.1)
Gross profit 3,7548 29116
Selling and administrative expenses (3,244.1) (3,018.9}
Other operaling income 80.1 124
Share of resulls of Ocado Retail Limited {18.6) 642
Operating profit/(loss) 572.2 (30.7)

The figures above include £136.8m (last year: £252.9m) adjusting item charges within operating profit/{loss) (see note 5). These are further
analysed against the categories of revenue (Enil; last year £11 2m), cest of sales (E170m gain; last year: £86.3m gain), selling and
administrative expenses (F155.9m; last year: £313.8m), other operating income (£34.6m, last year: £nil} and share of results of Ocado

Retail Lirmited (£32 5m; last year: £14.2m).

The selling and administralive cxpenses are further analysed below:

2022 207

Total Total

£m £m

Employee costs'? 1,420.6 1,339.1
Qccupancy costs 3443 2239
Repairs, renewals and maintenance of property 122.2 958
Depreciation, amortisation and asset impairments and write-offs? 5864 791.7
Other costs® 7706 568.4
Selling and administrative expenses 3,244 3,018.5

I There arc anadditonal 165 1m (last year F6B §rm) employee costs recorded within cost of sales These costs are ncluded within the aggregate rernuneration disclosures :n note 10A

2 Last yeor mcluded furlough income {see note 30)
3 Includes tOYm (a5t year FO 3m) depreciation charged oninvestment property
4 Includes cosis such as logistics 1T, marketing and sundry casts

Adjusting items categorised as selling and administrative expenses are further analysed as employee costs of £01m (last year: £100.4rm);
occupancy costs £5.9m (last year: £6.1m); depreciation, amortisation and assct impairments/reversals and write-offs £64 9m (last year

£188.6m), and other costs £85.0m (tast year: £18.7my.
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

4 PROFIT/{LOSS) BEFORE TAXATION

The following items have been included in arriving at profit/(loss) before taxation

2022 2041
£m £
Net foreign cxchange (gainsj/losses {14.5} 29
Caost of inventories recognised as an expense 6,086.3 54276
Writa-down of inventorics recognised as an expense 197.6 170
Depreciation of property, plant and equipment’
—owned assels e ) - 2905 2121
~ right-of-usc assets - o ' 167.8 1531
Amortisation of intangiole assets - B 93.6 131.6
krpairments and write-offs of intangible assats and property, plant and equipment 100.1 2520
Impairment reversals of property, plant and equipment {62.1} (_73_’_2
Impairments of right-of -use assels 25.4 527
Impairment reversals of right-af-use assels (28.9) {36.9)

1 ngludes £ 2m (ast year £0 300 depreciatian charged on awvestment prooerty

included in administrative expenses is the auditor’s remuneration, including expenses for audit and non-audit services, payable Lo the
Company's auditor Deloitle LLP and i s assocatos as follows!

2022 2000

£m £

Annual audit of Lhe Company and the consolidated financial statements o 1.7 1.6
Audit of subsidiary cornpanics 06 06
Total audit fees 2.3 22
Audit-related assurance services 0.2 0.2
Total non-audit services fees 0.2 02
Total audit and non-audit services 25 24
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

S ADJUSTING ITEMS

The total adjusting ilems reported for the 52-weeck period ended 2 Aprit 2022 15 a net charge of £131.2m (last year: £259.7m).
The adjustments made to reported profit before tax to arrive at adjusied profit are:

2022 2071
Notes £m £m
Included in revenue
Sparks loyally programme transition - (11.2)
- (1.2
Iincluded in operating profit
Strategic programmes — UK store ostate 15,27 {161.4) (953)
Strategic programmes - UK logistics 15,22 219 (2.2}
Strategic programmces - Organisation 15,22 143 (1337}
Strategic programmes - Inlernational store closures and imparments 22 04 (3.6)
Store impairments, impairment reversals and other property charges 15,22 60.0 6.9
Amortisation and farr value adjustrents arising as part of the investrent in
Ocado Retail Limited 29 (32.5) (142)
Dircctly attributable gains resulting from the Covid-19 pandemic 17.8 90.8
M&S Bank charges incurred in relation Lo insurance mis-selling provision (16.0) (24
Franchise restructure {41.3) -
Intangible asset impairments 14 - {79.9)
Sparks loyalty programme transition - {54)
Establishing the investment in Ccado Retail Limiled - (17}
CMP and other pension equalisation " - (10)
(136.8) (2417
Included in net finance costs
Remeasurement of contingent consideration including discount unwind 56 {6.8)
56 (68)
Adjustments to profit before tax {131.2) (259.7)

Strategic programmes — UK store estate (£161.4m)

In November 2015, the Group announced a stralegic programme to transform the UK store estate with the overall objective to
improve our store eslale to better meet our custormners needs. The Group incurred charges of £657.6m up to April 2021 under this
programme prirnarily relating to closure costs associated with stores identified as part of the strategic transformation plans.

During 2020/21, the Group experienced a signficant channel shift from stores to online due lo the pandemic, accelerating the Group's
ambition to achieve a Clothing & Home online sales mix of at least 40% over the next three years. This acceleration in channel shift
required the Croup to rovise the UK store estale strategic programme te ensure the estale continued to meet customers’ needs

The Croup has recogrised a charge of £161.4m in the period in relaticn Lo those stores identificd as part of the rotation plans. The charge
primarily reflects a revised view of latest stere closure plans and assumptions for estimated store closure costs, as well as charges
relating to the impairment of buildings and fixtures and fittings, and depreciation as a result of shorlening the useful cconomic Uife

of stores based on the latest approved exit roules.

Further charges relating to the closure and rotation of the UK store cstate are anticipaled over Lhe next nine years as Lhe programme
progresses, the quantum of which is subject to change throughout the programme period as we get greater certainty

of circumstances that need to be in place to make closure financially viable. Future charges will not include Focdhall closures at lease
event where there is opportunity for a better location, as this is not in the scope of the programme

Following the latest review at 2 April 2022, the total closure programme now consists of 204 stores, 100 of which have already closed.
Further charges of c.£200m are estimated within the next nine financial years, bringing anticipated total programme costs since 2016
to c.£1bn, vs € £926m year, In addition, where store oxit routes in the next nine years lead to the recognition of gains on exit, particularly
those relating to asset management, these credits will also be recognised within adjusting items as part of the programme

These costs are reported as adjusting items on the basis that they are significant in quantum, relate to a strategic initiative focused
on reviewing our store estate and to aid comparability frorn cne period to the next.

The anticipated total programme costs do not include any costs that may arise in relation to a further ¢30 stores currently under
consideration for closure within the next nine years. At Lhis stage these ¢.30 stores remain commercially supportable and in the event
of a decision 1o close the store the exit routes are not yet certain
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

Strategic programmes - UK logistics (£21.9m cradit)

In 2017/18, as part of the previously announced long-term strategic
prograrmmme to transition to a single-tier UK distribulion network,
the Group announced the opening of a new Clothing & Home
distribution centre in Welham Green. As a direct result, the Croup
announced the closure of two cxisting distribution centres.

In February 2020, the nexl phase of the single-tier programme
was announced with the clesure of two furlher distribution
cenlres across 2020/21 and 2021/22. A net credit of £219m has
beecn recognised in the period, reflecting the gain on dispoesal of
distributions centres and an updated view of cstimated closure
costs Tolal programme costs to date arc £17.9m with further net
charges of £43.3m expected over the next three financial years.

These nel credits are reported as adjusting items on the basis
that they are significant in quanlum, relate to a slrategic initiative
focused on reviewing our UK logistics network and to ard
comparability from one period Lo the next.

Strategic programmes - Organisation (£14.3m credit)

During 2020/21, the Croup announced a commitmaent to integrate
more flexible managernent structures into store operations as well
as streamline the business at store and management levelin the
UK and Republic of Ireland as part of the 'Never the Same Again'
transfarmation The changes resuited in a reduction of €.8,200
roles across central support centres, regional management and
stores. A credit of £2.4m has been recognised in the period based
on the finatisation of recdlundancy costs assaciated with those
changes No provision remains at the year end and there are no
further charges anticipated

During 2016/17, the Croup announced a wide-ranging strategic
review across a number of areas of the business which included
UK crganisation and the programmc 1o centralise our London
Head Office Tunctions into one building In previous years, an
impairment charge of £11.9m was recognised in relation to the
sub-tet of praviously closed offices in the period, this impairment
charge has been fully reversed with a credit of £11 9m recogrused.
This relates to the updating of assurnptions and marke! fluctuatians
over Lhe life of the sublet of previocusly closed offices. Total costs
of centralising our London Head Office functions mto one bulding
Incurred to date are c.£86m. Any future charges will relate to the
updating of assumptions and market fluctuations over the life

of the sublet lease,

These credits are reported as adjusting items on the basis that they
are consistent with the disclosure of costs previously recognised.

Strategic programmes - International store
closures and impairments (£0.4m credit}

In 2016/17, the Croup announced its intention to close owned
stores in 10 international markets. A credit of £0.4m (last year
charge of £3 6my} has been recognised in the year, reflecting an
updated view of the estimated final clesure costs for certain
rmarkets and those costs which can only be recognised as
incurred, taking the programme net cost to date to £148.2m,

The net credit is considered to be an adjusting tem as it is part
of a strategic programme which, over the six years of net charges,
has been significant in both quantum and nature to the results
of the Group No further significant charges are expected.

Directly attributable gains resulting from

the Covid-19 pandemic {£17.8m credit)

In March 2020, following the onset of the Covid-19 global
pandemic and subseguent UK government restrictions, the Group
sustained significant disruption to its operations. In response to
the uncertainty resulting from the pandemic, coupled with the
fast-paced changes taking place across the retail sector, the

144 Marks and Spencer Group plc

Board approved a Covid-19 scenario to reflect management's
best estimate of the signilicant volatility and business disruption
expected as a resull of the ongoing pandemic.

The pandemic continued Lo impact the Croup throughout 2020/2)
and it became increasingly more difficult to differentiate Covid-19
items from costs that supporied the underlying performance

of the business In addition, the estimated timefrarme over which
these effects may have impacted the busimess increased. As a
result, the Group took Lhe decision in the intenim 2020/21 results
to only include changes in estimates to iterns that were included
in agyusting items in 2019/20, in this case relaling to the inventory
provision and bad debt provision,

Included within directly altributable expenscs resulting from

the Covid-19 pandemic of £163.6m at 2019/20, was an ncremental
wrile-down of inventory Lo net realisable value of £1570m

(UK Clothing & Horme £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. Accordingly, of the total
£204.8m inventory provision, £157.0m was recognised in adjusting
items and £478m in the underlying results. The total remaining
provision held as at 3 April 2021 was £367m

Included within the UK Clothing & Horme provision last yoar was
an incrementat write-down of inventory to net realisable valug

of £18.6m reflecting management’s best estimale of the impact
of the Covid-19 pandemic on UK Clething & Home inventory as
al 3 April 2021, Buring 2021/22, UK Clothing & Home performance
has becn strong, with belter-than-expected sell-through of stock
originally provided for. During the year, £10.2rm of the Covid-19
provision has been utilised, and there has been a retease of £14.0m
recognised in adiusting items, No UK Clothing & Home inventory
provisions In re(ation to Covid-19 remain on the balance sheet

at 2021/22. Similarly, following better-than-expected sell-through
of inventory previously provided for in the Internationat markets,
there has been a release of £0.8m of the Covid-19 inventory
provisions during 2021/22 No International Covid-19 stock
provisions remain on the balance sheet at 2021/22. During the
year, of the UX Food provision against oxcess slow-rmoving
personal protective equipment, committed to during the peak
of the first Cowid-19 lockdown and incurred direclly in response
to the Covid-19 pandemic, £3.0m has been utilised and £2 2m
released. A provision of £5 6m remains on the balance sheet

at 2021/22.

The carrying value of the Croup's inventories at 2 April 2622

15 £706.1m, split across the UK Clothing & Home, UK Food and
International businesses reprasenting gross inventories of £506.9m,
£200.4m and £70.8m respectively, against which a provision of
£483m, £178m and £5 9 has been recognised. The total UK
Clothing & Home inventory provisions represent 9.5% (last year:
15.4%) of UK Clething & Home invenlory. The UK Ciothing & Home
iNventary provision is based on future trading assurmptions in
line with the Croup's 2022/23 Budget However, tracing could

be higher or lower than expected and a 5% increase in the UK
Clothing & Home inventory prowvision (from 95% to 14.5%) would
rasult in a reduction in the valuation of inventory hetd on the
balance sheet of £25 2m and would result in a corresponding
decrease to recognised profit before Lax in the period.

In addition, a release of £0.8m has been recognised within
adjusting items in relation to the Covid-19 bad debt provision
recognisced against international franchise partners, At 2021/22
rno Covid-19 bad debt provision remains,



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

5 ADJUSTING ITEMS CONTINUED

The £17.8m directly attributable net gains from the Covid-19
pandemic are considered Lo be adjusting items as they meet the
Group's established definition, being both significant in nature
and value to the results of the Group in the current peried, and
treatment as adjusting tems is consislent with the treatment of
charges of a consistent nature recognised in 2019/20. No future
charges are expected. Any Tuture credits relating to these items
will continue to also be classified as adjusting

Store impairments, impairment reversals
and property charges (E60.0m credit)

The Group has rocagnised a number of charges and credits e Lhe
period associaloed wilh the carrying value of items of property,
plant and equipment.

In response to the strong Croup performance and Lifting of
government restrictions, the Group has revised future cash flow
projections for UK and International stores {excluding those
stores that have been captured as part of the UK store estate
programme). As a result, store impairment testing has dentified
slores where the current and anticipated future performance
does not support the carrying value of the stores A charge of
£29m (last year: £66.4m) has been incurred primarity in respect of
the imgairment of assels associated with these steres. In addition,
a credit of £63 4m (last year: £73.3m) has been incurred for the
reversal of store impairments recognised in previous periods,
where revised future cash flow projections more than support
the carrying value of the stores, reflecting improved trading
expectations compared to those assumced at the prior year end.
Refor Lo note 15 for further details on the impairments.

A further charge of £05m has been recognised in relation to
the sclliement of provisions for property charges. This treatment
is consistent with the original provision charges, which were
recognised within adjusting items.

The charges/credits have been classified as an adjusting item
on the basis of the significant quantum of the charge/credit in
the period to the results of the Group. Any future charges or
reversals relating to stores previously impaired within adjusting
iterns will continue to be recognised within adjusting items in
line with the original charge.

Amortisation and fair value adjustments arising as part
of the investment in Ocado Retail Limited (£32.5m)

Intangible assets of £366.0m were acquired as part of the
nvestment in Ocado Retail Limited in 26019/20 relating to the Ocado
brand and acquired customer relationships. These intangibles are
being amortised over their useful economic lives of 10-40 years
with an amertisation charge of £176rm recognised in the pericd
In addition, a further deferred tax charge of £14.9m has been
recognised predominantly relating to the substantial enactment
of the Finance Act 2021 during the period increasing the UK's
main corporation tax rate from 19% to 25% from 1 April 2023.

The amortisation charge and changes in the related deferred tax
liability are included within the Group's share of the profit or loss
of the associate and are considered to be adjusting ilems as they
are based on judgements about their value and cconomic life

and are not related to the Croup's underlying trading performance.

These charges are reportad as adjusting items on Lhe basis that
they are significant in quantum and to aid comparability from
one pericd to the next.

MA&S Bank charges incurred in relation

to insurance mis-selting provisions (£16.0m)

The Croup has an economic interest in Marks and Spencer
Financial Services plc {trading as M&S Bank), a wholly owned
subsidiary of HSBC UK Bank plc, by way of a Relationship
Agreement that entitles the Group to a 50% share of the profits

of M&S Bank after appropriale deductions. The Group does not
share in any losses of M&S Bank and is not abliged to refund
any profit share received from HSBC, although future income
may be impacted by significant one-of f deductions

Since the year ended 31 Decermber 2010, M&S Bank has recogniscd
in its audited financial statements an estimated liability for redress
to cuslomers in respect of possible mis-selling of financial
products. The Group’s profit share and fee income from M&S Bank
has been reduced by the deduction of the estimated liability in
both Lhe current and prior years. In line with the accounting
treatment under the Relalionship Agreerment, there 1s a cap on
the amount of charges that can be offset against the profit share
in any one year, whereby excess liabilities carried forward arc
deducted from the Croup's fulure profit share from M&S Bank.
The deduction in the pericd is £16.0m (last year: £2 4m).

The {reatment of this in adjusting ilems js in line with previous
charges in relation to settlement of Payment Protection
Insurance (PPI) claims and, although it 15 recurring, it is significant
in guanturn in the context of the lotal charges recognised

for PPI mig-selling to-date and 1s nol considered representative
of the normal operating performance of the Group. As previously
noted, while the August 2019 deadline to raise potential mis-
selling claims has now passed, costs relating to the estimated
liakility for redress arc expected to continue. The totat charges
recognised in adjusting items since September 2012 for PPl s
£326 3m which exceeds the total offset against profit share

of £259 0m to date, and this deficit will be deducted from the
Group's share of future profits from M&S Bank.

Franchise restructuring (£41.3m)

During the year, the Croup recognised a charge of £41.3m as aresult
of the restructure of certain International franchise operations.

fin September 2021 the Croup announced Lhe closure of 11 franchise
stores in France in response Lo increased EU border costs.
Consequently, the Croup has recognised a charge of £10.3m

for closure costs. No fulure costs are currently expected.
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In March 2022, in response to the unfolding humanitarian crisis
foliowing the invasion of Ukraine, the Croup anncunced it had
suspended shipments Lo its Turkish franchisec’s Russian business.
The Group has subsequently made the decision (o fully exit its
Russian franchise. As a result, the Group has recognised a charge
of £31.0m representing Lthe Group's full exit costs from Russia and
business disruptions in Ukraine.

The costs are considered to be adjusting iterns as they are
one-off in nature and significant in value to the results of the
Croup and to the International segment.

Remeasurement of contingent consideration
including discount unwind (£5.6m credit)

Contingent consideration, resulting from the investment in
Ocado Retail Limited, is remeasured at fair value at cach reporting
date with the changes in fair value recognised in profit or loss.
During the period, £33.8m of contingent consideralion was settled,
following the achievement of the first and second performance
targets (sec note 21). A credit of £56m has been recogrised
inthe period, representing the revaluation of the contingent
consideration payable The change in fair value 1s considered

to be an adjusting item as it relates to a major transaction and
conseguently is not considered representative of the normal
operating perfarmance of the Croup. The rermeasurement will
be recognised in adjusting items until the final contingent
consideration payment 1s made in 2024/25.
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NOTES TQ THE FINANCIAL STATEMENTS CONTINUED

6 FINANCE INCOME/COSTS

2022 202

f3d fm
Bank and other interest reccivable 37 2.9
Other finance income 5.9 1.8
Pension net finance income (sce note 11H) 13.2 472
Interest income of subleases 55 55
Finance income before adjusting items 283 57.4
Fimance income in adjusting items 5.6 -
Finance income 339 57 4
Other finance costs (0.8} (G 6)
Interest payable on syndicated bank facility {4.7) 13.9}
Interesl payable on Modiurm Term Notes (79.6) (86.4)
Interest payable on commercisl paper facility o e - 04
mterest payable on lease liabilitics 7 7 (121.1) (130.4)
Unwind of discount on provisions T (3.8) (2.7)
Unwind of discount on Parinership liability to the Marks & Spencer UK Pension Scheme (see note 12) (4.4) (4.9}
Finance costs before adjusting items (214.4) (2293)
Finance costs in adjusting items - (6.8}
Finance costs {(214.4) (236.1)
Net finance costs (180.5) (1787)
7 INCOME TAX (CREDIT)/EXPENSE
A. Taxation charge

2022 2071

£m tm
Current tax e
UK corporation lax on profits for the year at 19% (last year: 19%)
-~ current year 66.8 37
-~ adjustrments in respec! of prior years {1.0) (izh)
UK current tax - 65.8 (8.4}
Overscas current laxation
—current year o 9.6 6z
- adjustments in respect of prior years 2.2 (0.2}
Total current taxation 716 (8.4)
Deferred tax
— origination and reversal of temporary difforences 14.9 o7
—adjustments in respect of prior years 0.7 (59)
- changes in tax rale {10.5) [CeX3)
Total deferred tax (see note 23) 5.1 02
Total income tax expensef(credit} 82.7 (8.2}
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7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

B. Taxation reconciliation

The effective tax rate was 21.1% (last year: 3.9%) and is explained below.

2022 2023
£m £rn

Profit/{loss) before tax 391.7 (209.4}
Notional taxation at standard UK corporation tax rate of 19% {last ycar: 19%) 744 (39.8)
Depreciation and other amounts in retation to fixed assels that do not qualify for tax relief 7.8 52
Tax benefit arising from UK super deduction regime {6.2) -
QOther income and expenses that are not taxable or allowable for tax purposes 6.1 86
Joint venture results accounted for as profit aftor tax {2.5) (146}
Retranslation of deferred tax balances due to the change in statutory UK tax rates (10.5) -
Overseas prolits taxed at rates dilfcrent to those of the UK (0.6) 07
Movernent in unrecognised overscas deferred tax assets - 09
Adjustments o the current and deferred tax charges in respect of prior periods 1.9 {1872}
Capital losses no longer recognised - 258
Adjusting items:

- UK store and strategic programme impairments and other property

charges where no tax relief is available 39 g5

- International store closures and impairments - (1.0}
- Other strategic programme income and expenses that are not taxable or allowable for tax purposes 2.2 130
- Amortisation arising as a part of the investment in Ocado Retail Limited 6.2 27
Total income tax expense/(credit) 82.7 (82)

The effective tax rate in respect of the profil excluding adjusting items was 18.2% (lasl year: 50.3%).

During the period, no payments have been made to the Marks and Spencer Scoltish Limited Partnership and as such the tax impact
to the income tax expense in the period was £nit {last vear: £4.1m charge) Lnder this structure, tax relief for payments 1o be made
to the Marks & Spencer UK Pension Scheme in relation to the first Partnership interest arose in the first 10 years of the structure and
some of this benefil 1s recaptured in subscquent years.

The Finance Act 2021 contains legislation to increase the main rale of UK corporalion tax from 19% to 25% with effect from 1 April 2023.
The Croup has therefore remeasured its UK deferred 1ax assets and Liabilities at this higher rate of tax where these are expected to be
realised or settled on or after 1 Aprit 2023, This has resulted in the recognition of a deferred tax credit of £10.5m 10 the incorne staternent.

On 20 December 2021, the OECD published their proposals in ralation to Global Anti-Base Erosion Rules, which provide for an
internationally co-ordinated system of taxation to ensure that Llarge multinational groups pay a minimum level of corporate income
tax n countries where they operate. In January 2022 the UK government reconfirmed its intention to introduce legislalion to give
offect to the QECD proposals. The new rules arc expected to take offect from 2023 onwards.

There remains a considerable amount of uncertainty with respect 1o the detailed operation of the Global Anti-Base Erosion Rules and
therr impact Further details and guidance are due in the course of 2022 From an initial review of the Croup’s business and tax profile,
we do not expect the rules 1o have a material Impact on the Group’s tax rate or tax payments There is no impact on the Group's
results for 2021/22.
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINWED

7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

C. Current tax reconciliation

The current tax reconcilialion shows the tax effect of Lhe main adjustments made 1o the Group's accounting profits in order to arrive
at its taxable profits. The reconciting iterns differ from those innote 7B as the effects of deferred tax temporary differences are
ignored below.

2022 2021
£m i
Profit/{loss) before tax 391.7 (209.4)
Nolional taxation at standard UK corporation tax rate of 19% (last yoar. 19%) 74.4 (39.8)
Disattowable accounting depreciation and other simitar iterms , 63.7 2l
Deductible capital allowances (75.7) (500}
Adjustments in relation Lo employeews?;avrgglzﬁemes 6.7 19
Adjustrments in relation Lo employec pension schermes ] (2.5} 47)
Overscas profits taxed at rates different Lo those of the UK (0.6) Q7
Movernent in unrccognised overseas deferred tax - 0.9
Joint venture results accounted for as profil after tax N - (2.5) (14.6)
Current year losses carried forward ) ) ) e - 13
Other income and expenses that are not Laxable or allowable 0.6 en
Adjusting items
- UK store and strategic programme impairments and other property charges where no tax relief 1s available 39 85
- Intermnational stare closures and mpairments - (1.0}
- Other strategic prograrnme income and expenses that are nol taxable or allowable for tax purposes. 2.2 ) 55
- Impairment to per una goodwill o ] - 75
- Amortisation arising as a part of the investment in Ocado Retail Limited 6.2 2.7
Current year current tax charge 76.4 3.9
Represented by:
UK current year current tax e — - 66.8 37
Overseas current year current tax o o 9.6 0.2
76.4 39
UK adjustments in respect of prior years (1.0) (121)
Overseas adjustments in respect of prior years 2.2 (0.2)
Total current taxation {note 7A) 716 (8.4)

8 EARNINGS PER SHARE

The calcuiation of earnings per ordinary share is based on carnings after tax and the weighted average number of erdinary shares
in issue during the year.

The adjusted earnings per share figures have alse been calculaled based on earnings before adjusling items that are significant
in nature andfor quantum and are considered distortive to underlyng resulis (see note 5) These have been presented to provide
sharcholders with an additional measure of the Group's year-on-year performance

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted Lo assume conwersion of all ditutive
potential ordinary shares. The Group has four types of dilutive potential ordinary shares, being. those share options granted to
employecs where the exaraise price s less than the average market price of the Company's ordinary shares during the year; unvested
shares granted under the Deferred Share Bonus Plan, unvested shares granted under the Restricted Share Plan, and unvested shares
within the Performance Share Plan that have met the relevant performance conditions at the end of the reporting period.

Details of the adjusted earnings per share are set out below

2022 207

£&m fm

Profit/{loss} attributable to equity shareholders of the Company 306.6 (1980}
Add/(less)

Adiusting items (sce note 5) 131.2 2597

Tax on adjusting iterns (12.6} (335)

Profit before adjusting items attributable to equity shareholders of the Company 4252 2872
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8 FARNINGS PER SHARE CONTINUED

Million Million
Weighted average number of ordinary shares in issue 1,958.1 1,9535
Potentially ditutive share options under Group's share oplion schemes! 73.0 150
Weighted average number of diluted ordinary shares 2,031.1 1,9685
¢ Inthe prar year, the potentially dilutive share options are ony considered inrelation to adjusteo diluted earmings per share as the Croup made a hasic loss per share

Pence Pence
Basic earnings/({loss) per share 15.7 (1a)
Diluted earmings/(loss) per share 15.1 {10.1)
Adjusted basic earnings per share 217 1.4
Adjusled diluted earrmings per share 209 1.4

9 DIVIDENDS

Al the full-year resulls in May 2021, the Board announced that payment of a dividend in the 2021/22 financial year would be unlikely
as we focus on resloring sustainable profitability and recovering the calance sheet Lowards metrics consistent with investment grade

Consistent with that announcemcent, the Board does not expect to pay a dividend this financial year

10 EMPLOYEES

A. Aggregate remuneration
The aggregate remuncration and associated costs of Group employees {including Executive Committee) were:
2022 202

Total IER
£m im
Wages and salaries 1,256.0 12103
Social security costs 84.6 995
Pension costs 69.0 713
Share-based payments (see note 13) 30.2 193
Employee welfare and other personnel costs 54.1 437
Capilalised staffing costs {6.4) (6.4)
Total aggregate remuneration’ 1,487.5 1,4377
Excludes amauncs recagnised within adpust ng tems of O 1m (last year £100 4rm) (see notes 3 and 5)

Detaits of key managemenl compensation are given in note 28
B. Average monthly number of employees

2022 2021
UK stores
- management and supervisory categories 4,570 4870
—other 51,585 54,076
UK head office
- management and supervisory categorics 3,275 2948
- other 660 749
UK operalions
- management and supervisory categories 124 117
- other 1,667 1,507
Overseas 5,205 5579
Total average number of employees 67,086 69,846

The average numbeoer of Tull-time equivalent employees is 47,108 (last year: 49,177).

11 RETIREMENT BENEFITS

The Group provides pension arrangements for the benefit of its UK employees through the Your M8S Pension Saving Plan (a defined
contribution (“DC™ arrangerment) and prior 1o 2017, through the Marks & Spencer Pension Scheme ("UK DB Pension Scheme™ (a defined
benelit (*DB) arrangerment).

The legacy UK DB Pension Scheme operaled on a final pensionable salary basis and is governed by a Trustee board which s independent
of the Croup, The UK DB Pension Scheme closed to future accrual on 1 April 2017 There will be no further service charges relating to
the scheme and no future menthly employer contributions for current scrvice. AL year end, the UK BB Pension Scheme had no active
memibers (Last year: nil), 51,444 deferrod members (last year: 53,674) and 53,270 pensioncers (last year: 52,794).
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

11 RETIREMENT BENEFITS CONTINUED

The DC plan is a pension plan under which the Group pays contributions to an independently administered fund. Such contributions
are based upon a fixed percentage of ernployees’ pay The Group has no legal or constructive obligations to pay further contributions
to the fund once the contribulions have been paid Members’ benefits are deterrmined by the amount of contributions paid by the
Croup and the member, together with the investment returns earned on the contnibulions arising from the performance of each
individual’s investmaents and how cach member chooses Lo receive Lheir retirement benefits As a result, actuarial risk (thal bencfits
will be lower Lhan expected) and investment risk (that assets invested in will not perform in bine with expectations) fall on the
employee. At the year end, the DC arrangement had some 46,560 active members (last year: 46,191} and sorme 45 778 deforred
members {last year: 40604)

The Group also operates a small legacy funded DB pension schiernea in the Republic of freland This scheme closed to future accrual on
31 October 2013. Other retirement benefits also include a UK posi-retirement healtheare scherne and unfunded retirement bencfits.

The tolal Group retirement benefit cost was £559m (last year £23.9m) Of this, income of £88m (last yearincome of £43.3m) relates
to the UK DB Pension Scherne, costs of £620m (last year costs of £64.0m) Lo the UK DC plan and costs of £2.8m {lasl year. costs of
£3 2rm) to olher retirermoent bencfit schemes.

The Group considers two measures of the pension defict. The accounting position 1s shown on the Group balance sheel. The funding
position, calculated at the triennial actuarial valuation, is used Lo agree contributions made Lo the scheres. The two measures will
vary because they are for different purposes, and are calculated at different dales andin different ways. The key calculabion dif ference
15 that the funding position considers the expecied returns of scheme assets when calcutating the liability, whercas the accounting
position calculated under IAS 19 discounts liabilities is based on corporate bond yields.

The most recent actuarial valuation of the UK DR Pension Scherme was carried out as at 31 March 2018 and showed a funding surplus
of £652m. This is an improvement on the previous position at 31 March 2015 (statutory surplus of £204m), primarily due to lower assumed
Ufe expectancy. The Company and Trustec have confirmed, in line with the current funding arrangement, that no further contributions
will be reguired to fund past service as a resull of this valuation (other than those already contractually cornmitted under the existing
Marks and Spencer Scotlish Limited Partnership arrangements — see note 12} We continue to work constructively with the Trustees of
the UK DB Pension Scheme with regard to agreaing (he trienniat actuarial valuation of the scheme as at 31 March 2021 Conseguently,
the resuits of the valuation are not yet finalised, although i is likely that thore will continue Lo be 2 surplus

By funding its DB pensian schemoes, the Group s expased Lo the risk that the cost of meeting it s obligations is hugher than anticipated.
This could occur Tor soveral reasons, for example

— Investment returns on the schomes assels may be lower than anticipated, espeaally if falis in asscl valucs are not matched by
sirmilar falls in the value of the schemes liabilities.

~ The lovel of price inflation may be higher than that assumed, resulting in higher payments from the schemes.

t

Scheme members may live longer than assurned: for example, due to advances in healthcare. Members may als0 exercise {or not
cxercise) oplions in 2 way that leads to increases in the schemes’ Liakilities; for example, through carly retirement or commutation
of pension for cash.

f

Legislative changes could also lead to an increase in the schemes' liabilities,

In addition, the Croup is exposed to additional risks through its obligation to the UK DB Pension Scheme via its interest in the Scottish
Lirmited Partnership (seo note 12). In particular, under the legal terms of the Partnership, a default by the Group an the rental payments
to the Partnership or a future change in legislation could trigger earlier or higher payments to the pension scheme, or an increase

in the collateral to be provided by the Croup.

With the pensioner buy-in policies purchased in September 2020, April 2019 and March 2018, the Scheme has now, in tolal, nsured
around 80% of the pensioner cash flow Labilities for ponsions in payment The buy-in policies cover specific pensioner liabilities and
pass all risks Lo an insurer in exchange for a fixed premium payment, thus reducing the Group’s exposure to changes in longevity,
interest rates, inflation and other factors,

A. Pensions and other post-retirement liabilities

2022 202!
£m £m
Total market value of assets 10,090.7 10,4429
Present value of scheme lLabilities {9,046.8) {9,803.7)
Net funded pension plan asset 1,0439 6392
Unfunded retirement benefits (2.6) (38)
Post-retirement healithcare (3.1) (40)
Net retirement benefit surplus 1,038.2 6314
Analysed in the statement of financial position as.
Relirernent benefit assel 1,043.9 6392
Retirement benefit deficit (5.7) (7.8)
Net retirement benefit surplus 1,038.2 6314
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In the event of a plan wind-up, the pension scheme rules provide M&S with an unconditional right to a refund of surplus
assets assuming the full settlement of plan liabilities. In the ordinary course of business, the Trustee has no right to wind up or
change the benefits due to members of the scheme. As a resull, any net surplus in the UK DB Pension Scheme is recegnised in full.

B. Scheme assets
Changes In Lhe fair value of the scherme assets are as follows

2022 2021
im m
Fair value of scheme assets at start of year 10,4429 10,6538
Interest income based on discount rate 2044 2549
Actual return on scherme asscts excluding amounts incluged in net interest incorne! (213.4) (1175}
Actuarial Loss - assel ceiling {19.4) -
Ernployer contributions 41.8 495
Benefils paid {359.3) (3794)
Administralion costs (4.6) (43
Exchange movement (.7 61)
Fair value of scheme assets at end of year 10,090.7 104429
1 Theactual return on schema asscts was 5 Loss of £90m{last year gan of F1374m)
C. Pensions and other post-retirement liabilities
Changes in the present vatue of retirement benefit obligations are as follows:
2022 2027
£m m
Present value of obligation at start of year 98115 875172
Current service cost 0.2 0.2
Admumistration costs o2 a2
Past service cost - 10
Interest cost 191.2 207.7
Benefits paid {359.3) {379.4)
Actuarial loss/(gain) - experience! 153.9 (82.6)
Actuanal loss/(gain) - dermographic assumptions 89.0 (125)
Actuarial (gain)/loss - financial assumptions (832.7) 1,332
Exchange movernent {1.5) (6.4)
Present value of obligation at end of year 9,052.5 58115
Analysed as:
Present value of pension scherme Labilities 9,046.8 9,803.7
Unfunded pension plans 26 38
Post-retirement healthcare 3.1 40
Present value of obligation at end of year 9,052.5 98115

1 Inciudes £nililast year £7 cm loss) relating Lo an eguac sation charge recogrised it 2018/19 that was reclassified fro~ prov sis~s

The average duration of the defined benefit obligation at 2 April 2022 is 173 years (last year: 19.0 years).
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11 RETIREMENT BENEFITS CONTINUED

D. Analysis of assets

The investment strategy of the UK DB Pension Scherme is driven by its bability profile, including its inflation-lunked pension benefits.

In addition to its interest in the Scottish Limited Partnership (refer to note 12), the scheme invests in different types of bond (including
corporate bonds and gilts) and derivative instruments (including inflation, interest rate, cress-currency and total return swaps) in
order to align rovement s in Lthe value of iLs assels with movernents in its liabiliLies arising from changes in market conditions. Broacily,
the scherme has hedging that covers 103% of interes! rate movements and 104% of inflation movements, as measured on the Trustee's
funding assumptions which use a discount rate derived from gill yiclds.

The fair value of the total plan assets at the end of the reporting period for each category is as follows

2022 P02

Quoted Unquaoted Total Qunted Ungyaore:d Tota

£m £Em £m £m £m £

Debt investments
- Covernment bonds net of repurchase agreements’ 3,4829 (1,185.2) 2,297.7 39452 (1,443.5) 25017
— Corporate bonds 6.0 950.0 956.0 6.4 10366 10430
~ Asset-backed securities and structured debt ~ 365.9 3165.9 - 2561 2561
Scottish Limited Pédnersbig_‘!!]gg_[gft (see note 12} ~ 193.5 193.5 - l425 1425
Equity investments o I
— Developed markets ' ) o 550.3 - 550.3 4509 ' - 4509
- Emerging markets 113.7 - 113.7 1371 - 1311
Growth asset funds
- Global property 54 308.7 3141 5.4 2768 2822
- Hedge and reinsurance 25.8 324.7 3505 438 2990 342.8
= Private equity and infrastructure 59 223.6 229.5 - 224 2241
Derivatives o
- Interest and inflation rate swaps 15.6 406.9 422.5 18.4 2986 3170
- Foreign exchange contracts and other derivatives - (40.0) {40.0) 93.2 45 97.7
Cash and cash equivalents 5.9 168.1 174.0 136 1489 1625
Other
- Buy-in insurance - 2,910.0 29100 - 31770 31770
- Secure income assel funds - 1,121.6 1,1216 - 10644 1,@644
- Olher - 150.8 150.8 387 2112 2499
Total® 42115 5,898.6 10,1101 47467 56962 10,4429
1 Renurchase agreements were £ 1184 0mi{last yoar £7,443 by
2 Trediference between tretoral asseb= o7 + 7010 Imabiove corparedto FIGN07m i 124m Ths ralate tothe apappliedto helr sh 3R scherre arntherefore the sctuana

gain s nol recogarsea as per ITRIC 4

The far values of the above cquity and debt investments are based on publicly available market prices wherever available. Unquoted
investments, hodge funds and reinsurance funds are staled at fair value estimates provided by the manager of the nvestment or fund.
Property includes both quoted and ungueted investments The fair value of the Scottish Limited Partnership interest is based on the
oxpected cash flows and benchmark asset-backed credit spreads. itis the policy of the scheme Lo hadge 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} inclirectly held 32,210 (last year 75,223) ordinary
shares in the Company through its investment in UK Eguity Index Funds.
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E. Financial assumptions

The financial assumptions for the UK DB Pension Scheme and the most recent actuarial valuations of the other post-retirernent
schemaes have been updated by independent qualified actuaries 1o take account of the requirements of 1AS 19 Employoe Benefits
inorder Lo assess the Labilities of the schemes and are as follows:

2022 2021

% %

Rate of increase in pensions in payment for service 2.3-36 22-32
Discount rate 2.70 200
Inflation rate for Retail Price Index (RP)} 3.70 330
Long-lerm healthcare cost increases 7.70 7.30

F. Demographic assumptions

The UK demographic assumptions are mainly in line with those adopted for the last formal actuarial valuation of the scheme
performed as at 31 March 2018 The UK post-retiremnent morlzlily 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, parametensed to reflect scheme data. The Ufe expectancies underlying the
valuation are as follows:

2022 071
Current pensioners (at age 65) — male 22.3 222
- female 25.1 250
Future pensioners - currently in deferred status (al age 65) - male 24.0 240
- female 26.9 268

G. Sensitivity analysis

The Labie below summarises the estimated impact of changes in the principal acluarial assumptions on the UK DB Pension
Scheme surplus:

2022 2021

£fm £m
Decrease in scheme surplus caused by a decrease in the discount rate of 0.25% (20.0) (200)
Decreoase in scherme surplus causced by a decrease in the discount rate of 050% (30.0) (30.0)
Decrease in scheme surplus caused by a decrease in the inflation rate of 025% (70.0) (2[)_9)
Decrease in scheme surplus caused by a decrease in the inflation rate of 0.50% {130.0) (30.0)
Increase in scheme surplus caused by a decreasc in the average life expectancy of one year 270.0 3000

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 into account within the analysis
H. Analysis of amounts charged against profits
Amounts recegnised in comprehensive income in respect of defined benefit retirement plans are as follows:
2022 2021

£m Em
Current service cosl 0.2 0.2
Administration ¢osts 4.8 45
Past service costs - 1.0
Net interest income {13.2) (47.2)
Total (8.2) (41.5)
Remeasurement on the net deflined benefit surplus:
Aclual return on scheme assets excluding amounts included in net interest income 2134 1175
Acluarial loss/{gain) - demographic assumplions 89.0 (125}
Actuarial loss/(gain) — experience! 153.9 (82.6)
Actuarial (gain}/|oss - financial assumptions (832.7) 1,332
Actuarial loss - asset ceiling 194 7?
Components of defined benefit (income)/expense recognised in other comprehensive income (357.0) 1,3545

Vo Incluaes £ri{lasl year £7 2miloss) relating to an egaa. salior charge reccgnised in 7018/19 that was reclassified frorm prov siass
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12 MARKS AND SPENCER SCOTTISH LIMITED PARTNERSHIP

Marks and Spencer plc is a genaral partner and the Marks & Spencer UK Pension Scheme is a imited partner of the Marks and Spencer
Scottish Limited Parlnership (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 Partnershuwp. The general partner is responsible for the
management and control of the Partnership and, as such, the Partniership is consolidated into the results of the Group.

The Partnership holds £1 3bn (last year: £1 4bn) of properties at book value which have been leased back to Marks and Spencer ple.
The Croup relains control over these propertics, including the flexilty to substitute atternative propertics into the Partnership The
firet limited Partnership interest (held by the Marks & Spencer UK Pension Scheme) proviously entitled the Pension Scheme to receive
an annual distribution of £71.9m until June 2022 from the Partnership. As a resutt of the Covid-19 pandemic and Lhe need to preserve
cash, in agreement with the Trustees, only £189m of the June 2020 payment was made, with the remaining £53.0m being deferred.

During the peried, the Group and the Pension Scheme Trustees agreed to amend the distribution dates so that, rather than making
the planned payment of £71.9m in June 2021 along with the deferred £530m, the Pension Scheme is now entitled Lo receive £719m
in 2022, £73.0m 10 2023 and £54.4m in 2024. The second Partnership interest (also held by Lhe Marks & Spencer UK Pension Scheme)
entitles the Pension Scheme to recaive a further £36.4m annually from June 2017 untit June 2031 All profits generated by the
Partnership in excess of this are distributable to Marks and Spencer plc

The Partnership tability in relation to the first interest of £192.3m (last year: £193.5m) is included as a financial Uability in the Group’s
financial statements as it is a transierable fimancial nstrument and measured al amortised cost, boing the nel present value of the
fulure expected distributions from the Partnership During the year to 2 April 2022, an interest charge of £4 4m (last year: £49m) was
recognised in the income staternent, representing the unwinding of the discount included in this obligation The first lmited Partnership
intercst of the Pension Scheme is included within the UK DB Pension Scheme assels, valued at £193.5m (last year: £142 5my)

The second Partnership interest is not a transferable finanaial instrument as the Scheme Trustee does not have the nght to transfer
it to any party other than a successor Trustee. Itis therefore not included as a plan asset within the UK BB Pension Schema surplus
raportad in accordance with 1AS 19 Similarly, the associated liability is not included on the Croup's statement of financial position,
rather the annuat distribution is recognised as a contribution to the scheme cach yoar

13 SHARE-BASED PAYMENTS

This year, a charge of £202m was recognised for share-based payrments {last year charge of £193m). Of the total share-based payments
charge, £15.1m (last year: £9.2m) relates to the Save As You Earn share option scheme and a charge of £67m (last year £17m) relates
o the Performance Share Plan The rermnaining charge of £8.4m (last year £8.4m) is spread over the other share plans In addition,

a charge of £8.6m was recognised in relation to the Annual Bonus Scheme for 2021/22 under the Deferred Share Bonus Scheme.
Further details of the opcration of the Group share plans are provided in the Remuneration Report

A. Save As You Earn scheme - £15.1m

The Save As You Earn {'SAYE"} scheme was approved by sharcholders for a further 10 years at the 2017 Annuat Ceneral Mecling (ACM)
Under the terms of the scheme, the Board may offer options to purchase ordinary shares in the Company onice in each financial year
to those employecs who enter into Her Majesty’s Revenue & Customs (HMRC) approved SAYE savings contract. The scheme allows
parlicipants Lo save up o a rmaxirnmum of £500 (last year! £500) cach moenth. The price at which optians may be offered is B0% 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.

2022 2021

Weighted Weighled

Number of average Number of averae

aptions  exercise price opLIons exer Be prce

Outstanding at beginning of the year 119,151,406 99.4p ©3139941 1907p
Cranted 11,526,149 189.0p 101466321 8200
Exercised {208,238) 138.2p (556) 151.0p
Forfeited (12,207,656) 102.6p (2381 1,474)m~__]é_5;7’_g
Expired - {7,698,700) 206.5p (11,642,326} 248.7p
QOutstanding at end of year 110,562,961 1009p 119,151,406 99.4p
Exercisable at end of year 11,945 186.8p 7211376 2125p

For SAYE share oplions exercised during the period, the weighted average share price at the date of exercise was 206.3p (last year. 152 4p).
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13 SHARE-BASED PAYMENTS CONTINUFD

The fair values of the options granted during the year have been calculated using the Black-Scholes model assurmning the inputs

shown below

2022 2071

3-year plan

3-year plan 3-yoar plan 2020 modified’

Crant date Dec 21 Dec 20 Dec 20
Share price at grant date 235p 103p 103p
Exercise price 189p g22p 151p
Oplion Ufe in years 3 years 3 years 3 years
Risk-free rate 0.5% 0.0% UL
Expected volatility 49.3% 456% 45 6%
Expected dividend yield 0.0% 00% 00%
Fair value of option 81p 34p 1 E)p’
incremental fair value of oplion nfa n/a 150

1 Inthe prior year thera was 2 Moaificanion to tne 2021 wzhemerelating to empaoyees concelang awards [t previc Ls yaars i substitur on for awarss granted under the 202 schoeme
The “air vzlue of the modifics awards b s been amortisad pases © ¢t -encremoental Tarva e~ -encremental rarvae s the differance betweo = B o fair value of tae 2021 oplizes
berrg Mo andthe farve uen’ repnced prev ous award: colowiated usng 2020 award 355 .mptions, keeping the imibial exercise price consistent The fain vawe of the —~caified
epliens oeng 15p for 2071 madr eo aoticns was recognses noperating los:

Volatilily has been estimated by taking Lhe hustorical volatility in the Company’s share price over a Lthrec-year period.

The resulting fair value is expensed over the service period of three years on the assumption that 10% (last year: 10%) of options
will Lapse over the service period as employees leave the Group.
Outstanding oplions granted under the UK Emplovees SAYE Scheme are as {ollows:

Number of aptions Weighted aversge rermaning contractual ufe (years)

Qplions granted’ 2022 2021 2022 2021 Option price
January 2017 - 9,202 - - 250p T
January 2018 5,441 4,112,855 (0.8) 03 251p g
January 2019 2,399,413 3,405,862 0.2 1.3 238p ;
February 2020 8,006,941 12331683 1.3 23 151p 5
February 2021 89,284,282 99,791,804 2.3 33 82p E
February 2022 10,866,884 - 3.3 - 1890 n
110,562,961 119151 406 23 3.1 1070 @

I Torthe pursose of the above 1able the apton granted date 1s the contiact start date
B. Performance Share Plan" - £6.7m

The Performance Share Plan ("PSP™) is the primary long-term incentive plan for approximately 160 of the most seniar managers
wilhin the Group. It was first approved by shareholders at the 2005 AGM and again at the 2020 ACM. Under the plan, annual awards,
hased on a percentage of salary, may be offered. The extent to which an award vests is moeasured over a three-year period against
financial targets, which for 2021/22 included earnings per sharc ("EPS™), return on capital employed (‘ROCE?), total sharcholder return
{"TSR"} and strategic measures. The value of any dividends earned on the vested shares during the three years may also be paid on
vesting. 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, 19,374,217 shares {last year: 19,777.921) were awarded under the plan. The weighted average fair value of the shares
awarded was 155.1p (last year: 101.4p). As 21 2 April 2022, 44,534,437 shares (last year: 33,878,325) were outstanding under the plan.

C. Deferred Share Bonus Plan” - £8.8m

The Deferred Share Bonus Plan ("DSBP") was first introduced in 2005/06 as part of the Annual Bonus Scheme and was approved by
sharcholders at the 2020 AGM. It may be operated for approximately 5,000 ernployees within the Group As part of the plan, the
employces are requirad to dofer a proportion of any bonus paid into shares which will be beld for three years. There are no further
performance conditions on these shares, other than continued employment within Lhe Group, and the value of any dividends carned
on the vested shares during the deferred pened 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 2 April 2022,
190,596 shares (last year 422 672) were outstanding under the plan
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13 SHARE-BASED PAYMENTS CONTINUED

D. Restricted Share Plan’ - £8.2m

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, and was approved by shareholders at the 2020 AGM. The plan operates for the senior
managernent team. Awards vest at 1the end of the resiricted period (Lypically between one and three years) subject to the participant
still being in ermployment of the Cornpany 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, 2,441,809 shares (last year: 11996,948) have been awarded under the plan The weighted average fair value of the shares
awarded was 158 7p (last year: 124.3p). As at 2 April 2022, 10,368,217 shares (last year: 10,722,919) were outstanding undcar the plan.

E. Republic of ireland Save As You Earn scheme - £0.2m

Sharesave, the Company’s Save As You Earn scheme, was introduced in 2009 to all employces in the Republc of reland for a 10-year
period, after approval by shareholders at the 2009 ACM and again at the 2019 ACM. The scheme is subject to Irish Revenue rules and
allows participants to save up to a maximum of €500 (last year: €500) each maonth The price at which options rmay be offered is 80%
of the average mid-market price for ihree consccutive dealing days preceding (he offer date. The options may normally be exercised
during the six-month period after the completion of the SAYE contract

During the year, nc options were granted (last year: 1 409,129 were granted at a fair valuc of 337p) As at 2 Apri 2022, 1,195,159 options
(\ast year: 1,846,589) wore outstanding under the schome.

F. Marks and Spencer Employee Benefit Trust

The Marks and Spencer Employee Benefit Trust (the “Trust™) holds 264,779 (last year. 527.116) shares with a book value of £0m (last year
£01m) and a market value of £0.4m (last year, £0.8m). These shares were acquired by the Trust through a combination of market purchases
and new issues and are shown as a reduction in retained earnings in the consolidated stalement of financial position. Awards arc
granted tc employces at the discretion of Marks and Spencer ple and Lthe Trust agrees to satisfy the awards in accordance with the
wishes of Marks and Spencer plc under Lhe serior execulive share plans described above Dwidends are waived on all of these shares.

G. ShareBuy

ShareBuy, the Corpany’s Share incentive Plan, enables the participants to buy shares directly fram their gross salary. This scheme
does nol attract an IFRS 2 charge.

© Allawards botn this year and Lasy year were concitional shares Forthe purposes of calculating the numper of shares awarded, the snare pr.oe gted 1S the average o7 the rmid-market
cters abefrve tansen wtiv el doy perecedmg D oo an® dale
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14 INTANGIBLE ASSETS

Computer
Compuler  software under
Coodwrl Brands saftware development Total
fm £m rm fm £
At 28 March 2020
Cost 1364 1123 1,495.1 59.7 1.8035
Accumulated amartisation and impairmenls (72.4) (1123) (1,187.6) (32.1) (1,404.4)
Net book value 640 - 3075 276 399
Year ended 3 April 2021
Opening net book value 64.0 - 3075 276 399
Additions - 6.3 01 414 47 8
Transiers and reclassifications - - 447 (44.2) 05
Asset Impairments! {396) - (40.0) - (796)
Assel wrte-offs - - (3.2) - (3.2)
Amortisation charge - {02} (131.4) - {131.6)
Exchange difference (0.7) - (0.3) - (1.0}
Closing net book value 237 6.1 177.4 248 2320
At 3 April 2021 L
Cost 1357 1186 15396 569 1 '85,9?“
Accumulaled amortisation, impairments and write-offs (112.0} (1125) (1,3622) (32.1) (1,6188)
Net book value 237 61 177.4 24.8 2320
Year ended 2 April 2022
Opening net book value 23.7 6.1 177.4 24.8 2320
Additions 4.8 0.1 0.9 63.8 69.6
Transfers and reclassifications - - 29.6 (44.6) (15.0} z
Asset write-offs - - (0.6) - (0.6} 2
Amortisation charge - (0.6} (93.0) - (93.6) =
Exchange difference 0.1 - - - 0.1 §
Closing net book value 28.6 5.6 114.3 44.0 192.5 o
At 2 April 2022 Z
Cost 140.6 118.7 1,570.1 76.1 1,905.5 @
Accumulaled amortisation, impairments and write-offs {(112.0) (113.1) (1,455.8) (32.1) (1,713.0)
Net book value 28.6 5.6 114.3 44,0 1925
Coodwill retated to the following assets and groups of cash generating units (CCGUs)
Total
per una India Sports Edit Other goodwill
£m £m £m &m Em
Net book value at 3 April 2021 16.5 6.5 - 0.7 23.7
Additions? - - 4.8 - 4.8
Exchange difference - 0.1 - - 0.1
Net book value at 2 April 2022 16.5 6.6 4.8 0.7 28.6

1 Last year asset imparments of £79 6mmade up of £396m charge recorded aga nst per una goodwill, £ 400m in relat:on to replaced, retired of decomrissioned as part of M52

7 InTebruary 2022 Lne Croup acqured 777% of the issued share capital of The Sporls Fait Lim tad, a non-bisted company based in England and Wa.es The Sports Cait Lirmited s a
brand platform specialisng 1N activewear and was acquirea for anintial purchase price of £4 5m Goodwill of £4 8m was recognised on acauisit-on of the busness with the
4tqu sifion representing & slrategic INvestment opeor tunily
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14 INTANGIBLE ASSETS CONTINUED

Goodwill impairment testing

Goodwillis not amortised but is tested annually for impairment with the recoverable armount being determined from value in
use calculations,

The goodwill balance relales to the goodwill recognised on the acquisition of per una £16.5m (last year. £16.5m), India £6 6 {last year:
F6.5m), Sports Edit £4.8m (last year: £nil) and other £0.7m (last year £0.7m).

Coodwill for India is monitored by management at a country level, including the combined retail and wholesale businecsses, and has
been tested for impairment on that basis,

The per una brand was a definite life intanaible asset amortised on a straight-line basis over a period of 15 years The brand ntangicle
was acquired for a cost of £80.0m and has been Tulty ameortised. it is held at a net book value of £nil (tast year £ril) The poruna
goodwill of £16.5ms tested for annually for iImpairmaent

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, togelher with the Group's views on Lthe future
achievable growth and the impact of committed cash flows The cash flows include ongoing capital expenadilure reguired 1o matntain
the store net work, bul exclude any growh capital iniliatives not committed.

Cash flows beyond this three-year period are extrapolated using a tong-term growth rate based on the Group's current view of achievable
long-lerm growth The Croup’s current view of achievable long-term growth for per una is 16% (last year 0.5%), which is a reduction
from the overall Group long-term growth rate of 20% (last year: 1.75%). The Group's current view of achievable long-term growth for
india 15 5 5% (last year 59%)

Managerment estimates discount rates that reflect the current market assessment of 1he time value of money and the nsks specific
to cach asset or COU. The pre-tax discount rates are derived from the Croup's post-tax weighted average cosl of capital ("WACC™)
which has been calculated using the capital asset pricing modcl, the inputs of which include a country nsk-free rate, equity risk
premium, Group size premium and a risk adjustment (beta) The post-tax WACC is subscquently grossed up to a pre-tax rate and
was 10.8% for per una (last year: 11.0%) and 11 3% for india (last year: 12 9%).

Management has performed sensitivity analysis on the key assumptions in the impairment model using 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 1o exceed the value in use for each asset

For both per una and India respectively, there are no reasonably possible changes in key assumptions that would lead to anmpairment
and the assumplions do not give nise to a key source of estimation uncertainty
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1S PROPERTY, PLANT AND EQUIPMENT

The Group's property, plant and equipment of £4,902.3m {last year: £5,058.6m) consists of owned assets of £3486.5m {last year £3562 6my)
and right-of-usc assets of £14158m (last year: £1,4960m).

Property, plant and equipment - owned

Fixtures, Assets inthe
Land and filtmgs and couwrse of
buildings equipment constructan Tatal
£rm Em Frn m

At 28 March 2020
Cost 28875 54571 1380 84826
Accumulated depreciation, impairments and write-offs (720.1) (3,8806) {18.0} (46187)
Net book value 21674 15765 1200 3,8639
Year ended 3 April 2021
Opening net bock value 2,167.4 15765 1200 3,8639
Additions 38 18.6 9z.1 1745
Transfers and reclassifications 7.2 157.0 (162.6) 16
Impairment reversals 369 36.2 - 73.
Impairment charge (732) (48.7) - (1219}
Assel write-affs (29.8) (17 4) ©1) (47.3)
Depreciation charge {83.3) {2285) - (311.8)
Exchange difference 66) (2.8) 01} (9.5)
Closing net book value 20224 14909 493 35626
At 3 April 2021
Cost 28099 5450.2 67.5 83276
Accumulaled depreciation, impairments and write-offs (787.5) (3,959 3) (18.2) (4,765.0}
Net book value 20224 14909 4973 35626 121
Year ended 2 April 2022 %
Opening net book value 2,022.4 1,490.9 493 3,562.6 =
Additions 09 17.7 238.0 256.6 g
Transfers and reclassifications 30 1758 (164.3) 145 m
Disposals {15.9) (1.9} - {17.8) g
Impairment reversals 34.5 27.6 - 62.1 @
Impairment charge {57.6) (31.4) - (89.0)
Asset write-offs 0.9 (11.4) - {10.5)
Depreciation charge (34.2) {256.1) - {290.3)
Exchange difference {1.7) - - {1.7)
Closing net book value 1,952.3 1411.2 1232.0 3,486.5
At 2 April 2022
Cost 2,764.8 5,275.7 141.2 B8,181.7
Accumulated deprecialion, impairments and write-offs {812.5) (3,864.5) (18.2) (4,695.2)
Net hook value 1,952.3 1,411.2 1232.0 3,4865

Asset write-offs In Lhe year include assets with gross book vatue of £383.3m (last year £67.4m) and £nil {last year: £nil) net book value
that are no longer m use and have Lherefore been retired,
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15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Right-of-use assets

Set out below are the carrying amounts of right-of-use assets recognised and the movernents during the period:

Right-of-use assets

Fixlures
Lang and fithings ana

buldings equiprnent Tota,

£ fm £m

As at 28 March 2020 15711 592 1,6303
Addtions . 312130 503
Tensfersand reclassifications 03 - o3
Disposals ) ) o (55) 02 (53)
Impairment reversals 369 - 369
Impairment charge o (52.7) - (52.7)
Depreciation charge (132.0) (21 1) (153.1)
Exchange difference {10.6} {on (10.7)
As at 3 April 2021 1,444.7 513 1,496.0
Additions - B 72.7 17.9 20.6
Transfers and reclassifications o . 0.5 - 0.5
Disposals (7.7} (0.2) (7.9)
Impairment reversals 28.9 - 28,9
Impairment charge e {25.4} - (25.4)
Deprecialion charge ' . (146.2) (21.6) (167.8)
Exchange differcnce - S 0.9 - 0.9
As at 2 April 2022 1,368.4 47.4 1,415.8

Impairment of property, plant and equipment and right-of-use assets

For impairment testing purposes, the Group has determined that each store is a separate CGU, with the exception of Outlets stores,
which are considered Logether as one CCGU. Click & collect sales are included in the cash flows of the relevant CCU.

Each CGU is tested for impairment at Lhe balance sheet date if any indicators of impairmoent and impairment reversals have been
identificd. Stores identified within the Croup's UK store estate programme are automatically tested for impairment (s¢e nole 5)

The value inuse of cach CCU is calculated based on the Croup's latest budget and forecast cash flows, covering a three-year period,
which have regard 1o historic performance and knowledge of the current market, logether with the Group's views on the future
achievable growth and the impact of committed initiatives. The cash flows inciude ongoing capital expenditure reguired 1o maintain
the store network, but exclude any growth capitatinitiatives not committed. Cash flows beyond this three-year period are
cxtrapolated using a long-term growth rate tased on ranagement’s future expectations, with reference to forecast CDP growth
These growlh rates do not exceed the long-term growth rate for the Group's retail businesses in the relevant territory. If the CGU
relates to a store which the Group has identificd as part of the UK store estate programime, the value in use calculated has been
modified by estirmation of the future cash flows up Lo the poinl where it 1s estimated that trade will cease and then estimation of the
tirning and amount of costs associated with closure as detailed fully in nole &

The key assurnptions in the value inuse calculations are the growth rates of sales and gross profit margins, changes in the operating
cost base, long-term growth rates and the nsk-adjusted pre-tax discount rate. The pre-tax discount rates arce derived from the Group's
weighted average cost of capital, which has been calculated using the capital agset pricing modcl, the inputs of which include a
country risk-free rate, equity risk prermium, Croup size premium and a risk adjustment (beta). The pre-tax discount ratos range from
9.8% to 15.8% (last year 8.9% to 140%). If the CGU relates to a store which the Group has identified as part of the UK store estate
prograrnme, the additional key assumptians in the value in use calculations are costs associated with closure, the disposat proceeds
from store exits and the timing of the store exits
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15 PROPERTY, PLANT AND EQUIPMENT CONIINUED

Impairments — UK stores excluding the UK store estate programme

During Lhe year, the Group has recognised animpawrment charge of £6 9m and impairment reversals of £63.4m as a result of UK store
impairment testing unrelated Lo the UK store estale programme (last year: impairment charge of £66.4m and impairment reversals
of £64.5m) Impairment charges of £2.9m and imparment reversals of £63 4m have been recognised within adjusting items (see note 5).
The remaining £4.0m impairment charge has been recogrised in operating profit before adjusting items as it relates 1o stores not
previously iImpaired. The impaired stores were impaired Lo their “value in use’ recoverable amount of £37.1m, which is their carrying
value at year end. The stores with impairment reversals were written back to their ‘'value in usce’ recoverable amount of £302.3m.

Far UK stores, when considering both impairment charges and reversals, cash flows beyond the three-year period are extrapolated
using the Group's current view of achievable long torm growlh of 2.0%, adjusted to 0% where management believes the current
trading performance and future expectations of the store do not support the growlh rate of 2.0%. The rate used tn disconnt the
forccasl cash flows fur UK slores is v.8% (last year. 89%)

As disclosed in the accounting policies (note 1), the cash flows used within the impairment model are based on assumpticns which
are sources of estimation uncertainty and smatl movernents in these assumptions could lead Lo further impairments. Management
has performed sensilivity analysis on the key assumptions in the impairment model using reasonably possible changes in these key
assumptions across the UK store portfolio

A reduction in sales of 5% from the three-year plan in year 3 would result in an increase in the impairment charge of £22.8m and

a 25 basis point reduction in gross profit margin from year 3 onwards would increase the impairment charge by £2.5m. In combination,
a 1% fall in sales and a 10 basis point fall in gross profit margin would increase the impairment charge by £47m A 50 basis point
increase in the discount rate would increase the impairment charge by £6 O0m. Reducing the long-term growth rate to 0% across all
stores, would not resull in a significant increase to the impairment charge, either individually or in combination.

A reduction in sales of 5% from the three-year plan in year 3 would result in a reduction in the reversal of £172mand a 25 basis point
reduction in gress profil margin from year 3 onwards would result in a reduction in the reversal of £1.1m. In combination, a 5% fall in
sales and a 25 basis point fall in gross profit margin would reduce the reversal by £19.0m A 50 basis point increase in the discount rale
would reduce the reversal by £3.3m. Reducing the tong-term growth rale Lo 0% across all stores, would not result in a significant
decrease to the reversal, either individually or in cornbination.

Impairments - UK store estate programme

During the year, the Group has recognised an impairment charge of £1075m and impairment reversals of £27.6m relating to the
on-going UK store estate programme (Last year: impairment charge of £1079m and impairment reversals of £36.7m) These stores
were impaired to their 'value in use’ recoverable amount of £376.7m, which s their carrying value al year end. The impairment charge
relales Lo Lhe store closure programme and has been recognised within adjusting items (see note 5). Impairment reversals predominantly
reflect improved trading expectations compared 1o those assumed at the ond of the prior year.

Where the planned clesure date for a store is outside the three-year plan period, no growth rate is applied. The rate used to discount
the forecast cash flows Tor UK stores is 9.8% (last year: 8.9%)
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As disclosed in the accounting policies (note 1), Lhe cash flows used within the impairment models for the UK store estate programme
are based on assurnptions which are sources of estimation uncertainty, and small movements in these assumptions could lead Lo
further imparments. Management has performed sensitivity analysis on the key assumptions in the impairment modet using
reasonably possible changes in these key assumptions across the UK store eslate programme

A delay of 12 months in the probable date of cach store exit would result in a decrease in the impairment charge by £37.8m. A 5%
reduction in planned sales in years 2 and 3 (where relevant) would result in an increase in the impairment charge by £14 2m. Neither
a 50 basis point increase in the discount rate, a 25 basis point reduction in management gross margin during the period of trading,
nor a 2% increase in the costs associated with exiting a store would result in a significant increase to the impairment charge,
individually or in combination with the other reasonakly possible scenarios considered

Impairments — International stores
During the pricr year, the Group recognised an impairment reversal of £8.8min Ireland as a result of store impairment testing,
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16 OTHER FINANCIAL ASSETS

2022 2021
£m £m
Non-current
Other investments! 4.5 -
Unlisted cquity investmoents” - 4.7
Current S -
Other investments® 176 184
[ includes £3 1~ (last year £rul) of venlure capitalinvestments managed by True Capitat im ted
2 The Graup hasrecognised a ioss an dizposalof its unlisted cau fy nvestrnent of 3 7m (last year £00) 0 otnes compretiensive Income
3 ncludes £ 8 8rmi(last year 19 2m) of mancy market decosits neld by Marks and Spence: p'c man es8row account
The Croup irrevocably designated unlisted equity investrments at fair value through other comprehensive income Other financial
assals are measured at farr value with changes in therr value taken to the income statement
17 TRADE AND OTHER RECEIVABLES
2022 2071
£m fm
Non-current
Trade receivables Q.1 01
Lease receivables - net 74.7 628
Other receivables 33 2.1
Prepayrments 1925 196.4
2706 261.4
Current
Trade receivables o 1030 1098
Less: provision for impairment of receivables - o (a.8) (37
:l'rade reccivables - net 98.2 106.1
Lease receivables — net 0.8 -
Other receivables 27.2 305
Prepayments 768 539
Accrued incor{we - ) - ) T 141 191
2171 2096

The directors consider that the carrying armount of trade and other recevables approximates their fair value. The Croup's assessment
of any expectad credit losses is included in note 218 Included in accrued income 1s £77m (last year: £6.7m) of accrued supplier income
relating to rebates that have been earned but not yet invoiced. An amount of 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 Group enlered into finance leasing arrangements as a lessor for surplus office space n the Merchant Square building in London,

which is sublet for the rermaining duration of the lease

The maturity analysis of the Group's lease receivables is as follows:

2022 202"
£m £m
Timing of cash flows
Within one year e 48 43
Between one and two years - e o 4.7 43
Between two and three years 4.7 47
Between three and four years 6.1 47
Between four and five years 7.8 6.1
More than five years 1211 1289
Total undiscounted cash flows 149.2 1540
Effect of discounting (73.7} {79.3)
Present value of lease payments receivable 75.5 7
Less: prowision for impairment of recewvables ~ - (119
Net investment in the lease 75.5 628

Inctuded within trade and other receivables is £1.1m (last year £ri) which, due te non-recourse factoring arrangements in place, are held
within a “hold to collect and sell” business modcel and are measured at FYOCI
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18 CASH AND CASH EQUIVALENTS

Cash and cash eguivalents are £1,1979m (last year £674.4m). The carrying amount of these assets approximates their fair value,

The effective interest rate on short-lerm bank deposits 1s 07% (last year: 0.1%). These deposits have an average maturity of 39 days
{last year: b days).

19 TRADE AND OTHER PAYABLES

2022 2021
Em £y
Current

Trade payables 732.8 62438
Other payables B 523.5 4667
Social securily and other taxes 59.1 468
Accruals 595.2 4075
Deferred income 503 532
1,960.9 1,5990

Non-current
Other payables 174.4 179.2
Deferred income 13.8 131
188.2 1823

Included within current other payables is £nil (last year: £33.6m) and non-current other payables is £1726m {last year: £178.4rm)
of contingent consideration relating to the investment in Ocado Retail Limited. See note 21D for further details.

A contract liability arises in respect of gift cards and voucher schermes 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:

2022 2021

£m fr m

F

z

Opening balance 194.4 180.8 g
Issues 404.2 363.2 o
Released to the income statement {412.8) (3496) E
Closing balance 185.8 1944 z
Z

—

w

The Croup operates a number of supplier financing arrangements, under which suppliers can obtain accelerated settlement on
invoices from the finance provider, This is a form of reverse factoring which has the abjeclive of scrving the Croup’s suppliers by
giving them early access Lo funding. The Group settles these amounts in accordance with each supplier’s agreed payment terms,

The Group is not party to these financing arrangements and the arrangements do not permit the Group to obtain finance fram

the provider by paying the provider laler Lhan the Croup would have paid its supplier. The Croup does not incur any interest towards
the provider on the amounts duo (o the suppliers. The Group therefore discloses the amounts factered by supplicrs within trade
payables because the nature and functlion of the financial Liability remain the same as those of other trade payables.

The payments by the Group under these arrangements are included within operating cash flows because they continue to be part
of the normal operating cycle of the Croup and their principal nature remains operating —ie payments for Lhe purchase of goods
and services,

At 2 April 2022, £330 0m (last year: £272.6m) of trade payables were amounts owed under these arrangements. During the year
the maximum facility available at any one Lime under the arrangements was £404.1m (last year: £305.0m).
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20 BORROWINGS AND OTHER FINANCIAL LIABILITIES

2022 200
£m £
Current
Bank loans and gverdralts - a7
Lease liabilitics 200.2 2194
6.125% £400m Modium Torm Notes 20210 - 1635
Interest accrued on Medium Term Notes 471.0 452
- ' 2472 4328
Non-current
3.00% £300m Mediurn Term Notes 20237 299.1 2985
475% £400m Mediurn Term Notes 2025 409.4 A127
3.75% £300m Mediurn Term Notes 2026 298.6 29873
325% £250 Medwm Term Notes 202"~ ] 2483 2480
7.125% US$300m Modium Term Notes 20377~ 192.3 1922
Revaluation of Medium Term Notes® 348 242
Lease liabilitics ‘ ) 2,0785 21865
' ' ) ) 3,561.0 36599
Total 3,808.2 40927

These notos gre istued under Marks and Spencer ple's £3bn Saro Mea um Term Note prograrmme and all pay imrercst annually

The Groop fccasonaly ©aters R alores! rale swaps 10 manage misrest fate exposure At year ond FI0Sm(last year £13 6m) of far value aouusimont for terranated henges tobe
amorvsed over the remzming dedt maturty

3 Interest onthese bonds s payable sermi-annually

A U5E300m Modum [erm N e expoasure swapped te terlis g 7 8e - 1o-nxea aro s s CLr e Ty INTErRst 1Afe Swaps’

5 Reovaluat onconssts of ‘oroign exchange loss on revaluation of the 7129% LIS 300m Medium Term Notes 2037 of £34 80 (Last year £ 24 2m)

“ -

Leases
The Croup leases various stores, offices, warehouses and equiprment with varying terms, escalation clauses and rencwal rights.

The Croup 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 leasc liabilitics and Lhe movements during the period.

2022 2071

£m trm

Opening lease liabilities R 2,4059 25620
Additions - 7 . i 1006 483
Interest expense relatnr?g Lo l_case]&)iums T 1241 1338
Payments (344.3) (316.7)
Disposals (8.1} (7.8)
Exchangc difference o 0.5 (137}
2,278.7 24055

Currant 200.2 2194
Non-current 2,078.5 2,1865

The maturity analysis of lease liatulitics is disclosed in note Z1A.

Future cash outflows related to the post break clause period included in the lease liability

The Croup holds certain icases that contain break clause options to provide operational flexibility in accordance with IFRS 16, the Group
has calculated the full lease term, beyond break, to represent the reasonably certain lease term (except for those stores identified as part
of the UK store estate programme) within the total £2,278 7m of (case Uabilities held on the balance sheet.

The following arnounts were recogmised in profit or loss

2022 202

£m fm
Expenscs relating to short-term leases 5.9 4.6
Expenses relating to low-value assets 1.4 10
Expenses relating to vanable consideration 44 25
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21 FINANCIAL INSTRUMENTS

Treasury policy

The Group operates a centralised treasury function 1o manage Lhe CGroup's funding requirements and financial risks in tne with the
Board-approved treasury policies and procedures, and their delegated authorities.

The Group's financial instrurents, other than dernvatives, comprise borrowings, cash and liguid resources and various items, such
as trade receivables and trade payables that arise directly [romits operations The main purposc of these financialinstruments is
to finance the Group's operations.

The Group treasury function also enlers into derivative transactions, principally intercsl rate swaps, cross-currency swaps and forward
currency contracts The purpose of these transactions 15 Lo manage the interest rate and foreign currency risks arising from Lhe
Croup's operations and financing.

It remains the Group's policy nol 1o hold or issue financial instruments for trading purposes, excepl where financial constraints
necessitate the need to liquidate any outstanding investments. The treasury function s managed as a cost centre and does not
engage n speculative trading

Financial risk management

The principal financial risks faced by the Croup are liquidily and funding, counterparty, foreign currency and interest rate risks.
The policies and strategies for managing these risks arc summarised on the following pages:

A. Liquidity & funding risk

The risk that the Group could be unable to settle or meet its obligations as they fall due.

— The Group's funding strategy ensures a mix of funding sources offering sufficient headroom, maturity and flexibility, and cost-
effectiveness to match Lthe requirements of the Group.

- Marks and Spencer plc is financed by a comiination of retained profits, bank borrowings, Medium Term Notes and committed
syndicated bank facilitics.

- Operating subsidiarics are financed by a combination of retained profits, bank berrowings and intercompany loans.

During the year, the Group lerminated its commilled syndicated bank revolving credit facility and entered a new committed
syndicated bank revolving credit facility of £8500m with a current maturity date of 13 June 2025. The new facility contains a financial
covenant, being the ratio of earnings before interest, tax, depreciation and amortisation; to net inlerest and depreciation on right-cf-
use assets under IFRS 16, The covenant is measured semi-annually. The Group was net in breach of this covenant at the reporting dalce.

The new revolving credit facility includes four additional sustainability metrics where the margin payable on the faciliy is adjusted to
reflect the CGroup’s performance against a number of ESG targets material to the Croup's Plan A objectives. The Group was not in
breach of these metrics at the reporting date.
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The Group also has a number of uncomrmitted facilities available to it. At year end, these amounted to £25m (last year: £25m}, all of
which are due to be reviewed within a year, Al the balance sheet date, a sterling equivalent of £nil (tast year. £nil) was drawn under the
committed facilities and £nil (last year: £nil} was drawn under the uncommitted facilities,

In addition to the exisling borrowings, the Group has a Euro Medium Term Note prograrnme of £3bn, of which £1.3bn (last year: £1.4bn}
was in issuance as al the balance sheet date. The initial rate of interest is fixed at the date of issue and the Notes are referred to as
fixed rate borrowings throughout the Annual Report as the coupon does not change with movernents in benchmark interest rates.
However, the rate of interest on certain Notes varies both up and down in response to third-party credit ratings (to above/below
Baa3 or above/below BBB-) that reflects the relative deterioration or improverment in the Croug’s cost of credit, and the interest
payable on these Noles increases from the next interest payrment date following a relevant credit rating downgrade. As the original
contractual terms of these Notes provide for changes in cash flows to be reset to reflect the relative deterioration or improvement in
Lhe Group's cost of credit, the Croup considers Lhese Notes to be floating rate instruments when determining amortised cost under
IFRS 9 and consequently the Group applied IFRS 8 paragraph B5.4.5, which requires no adjustment to the carrying amount of the
liabilitics or immediate impact on profit and loss. i the Group had delermined these Notes to be fixed rate instruments, the Notes
would be remeasured to reflect the revised cash flows discounted at the original effective rate This would result in initially a higher
interest expense to profil or loss, offset by lower interest charges subscguently, when compared to the Croup's trealment.

As part of the Qcado Retail Limited investment, Ocado Retail Limited entered into a £30m, three-year revolving credit facility.
Along wilh Ccado Group Ple, 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 table betow summarises the contractual maturity of the Group's non-derivative financial liabilties and derivatives, excluding trade
payables, other payables and accruals The carrying value of all trade payables, other payables (excluding contingent consideration
payable) and accruals of £1,853.3m (last year £1,466.2m)is equal to their contractual undiscounted cash flows (see note 19) which are
due within one year Contingent consideration (sce the fair value hierarchy section within note 21) of £nil (last year £33.7m)is expected Lo
become payable within one yoar and £190.8m (last year: £190.8rm) between two and five years

Parinershp
Lapity to the Tatal
Marks & Spencer borrowings
Bunk \oans L Pens on and other Casn Cash Total
A Mediur Lease Scherne financuat nflow on outliow on der valive
overdrafis Tarm Netps L amities! (nole t2) Lao bt es dorvat ves derrvatives Lkl tios
Em £ £m £ fn By tm £m
Timing of cash flows N , S
Within one year a7 (2448)  (3263) (1243} (700.7) 1,492.9 (1,586.8) _(939)
Between ore and twa years - (74.8) (289.1) (719} (435.8) 1627 {164 4) {17)
Between two and five years - (898.8) (754.6) - (1,6534) 465 (43.8) 2.7
More than five years - (987.7)  (3.2932) - (42809) 4040 (368.6) 354
Total undiscounted cash flows 47 (2,206.1) (4663.2) {1968} (7.070.8) 2106 (2,163.6) (57.5)
Effecl of discounting ) - 5240 22573 33 27846
At 3 April 2021 (47) (16821)  (24059) 11935)  (4.2862)
Timing of cash flows
Within one year - (75.5) (313.2) {71.9) (460.6) 330.2 (333.6) (3.4)
Between one and Lwo years - (375.5) (279.3) (73.0) {727.8) 309 {31.1) (0.2)
Belween two and five years - (864.3) {786.0) (544) (1,7047) - - -
More than five years ] - (668.4) (3,082.1) - (3,750.5) - - -
Total undiscounted cash flows - {1,983.7) (4,460.6) (199.3) (6,643.6) 361.1 (364.7) (3.6)
Effect of discounting - 4542 2,181.9 7.0 2,643.1
At 2 April 2022 - {1,5295) {2,278.7) (192.3)  (4,000.5)
Tetacundiscguntea laase paymonts of § /66 2mirelat ng Lo the perod post brosk clause, and the ean est contraciual lease exit panl are ncluoed inlease aabities These undiscountea

lease payments snould be excluaeo when determnng the Croup's contractual ndebtedness under these leases where theee s s contractasinght to break unhermore £155 2mof these
payrments relate to leases wnere, follow ng e break Gadse, the Graup will have the abnlity 1o exit the lease st any pont before tne lease expry with A masamum of & x moning natice

7 Coan nflows ang flows - = dervat va.nstruments thal regur e gronas settleant [Such ub Cross-cutreroy swaps: and torwrd foraigr oxs=a” je cantraghs) are dise L
Cashinfows and outrlows - denvatvonsbumer s that set e L3 etbawge are dsclosed net

B. Counterparty risk

Counterparty risk oxists where the Group can suffer financial loss through the default or non-performance of the counterparties
with whom it transacts

Expasures are managed in accordance with the Croup treasury polcy which limits the value that can be placed with cach approved
counterparty to minimise the risk of loss The minmurm long-term rating for all counterparties is long-term Standard & Poor's (S&P)/
Mocdy's A-/A3 (BBRB+/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 raling group In the abscnce of a Fitch raling, the lower agency
rating will prevail. Limits are reviewed regularly by senior management. The credit risk of these financial instruments 1s estimated

as the fair value of the assets resulting from the contracts.

The table below amalyses the Croup's short-lerm investments and derivative assets by credit exposure excluding bank batances,
slore cash and cash in transit

Credr rating of counterparty

AL MA AL Al A A A- B3~ Tota.

£ trm £m £ 1 = P fm fm

Other investments! - - - 544 1824 2503 47 33 4951
Derivative assets: - - - 61 258 07 05 - 33.1
At 3 April 2021 - - - 605 2082 2510 52 33 5282
AAA Al AA AA- A+ A A- BEB+ Tatal

£m £m £m im £m im Em £m £m

Other investments - - - 1585 288.6 462.0 89.0 - 998.1
Derivative assets? - - - - 319 244 8.7 - 65.0
At 2 April 2022 - - - 158.5 3205 486.4 97.7 - 1,063.1

Inclunes casn onaopost and money marke: funds ned oy Marks ana Spencer Scornnnl o ted Partnarsn p Marks ana Socencer ol and Yares ana Spencer Cencra, surance

=xeludes cash qhand anainrans t of 217 4m (ast year £1977m)
7 Standara & Poor s equivalent ratng snown as reference to the majonty creae rat ng of the counteroart ; fromeitner Stanaard & Poors Moody s or Frenwnee applizane
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The Croup has a very low retail credit risk due to transactions principally being of high volume, low value and short maturity.

The maximum exgosure to credit risk at the balance sheet date was as follows: lrade receivzbles £103 1m (last year £106.2m), lease
receivables £75.5m (last year: £62 8m), other receivables £30.5m {last year: £32 6m), cash and cash equivalents £1,1979m (last year
£674 4m) and derivatives £65.0m (last year: £32.1m).

Impairment of financial assets

The credit risk management practices of the Group include internal review and reporting of the ageing of trade and olher receivables
by days past due by a centralised accounts recevable funclion, and grouped by respective contractual revenue stream, along
with liaison with the debtors by the credil control function.

The Group applies the IFRS 9 simplified approach in measuring expected credit losses which use a lifetime expected credit loss
allowance for all trade receivables and luasc receivables.

To measure cxpected 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 geographical
location and days past due. In addition to the expecled credit losses calculated using a provision matrix, the Group may provide
additicnal provision for the receivables of particular customers if the deterioralion of financial posilion was observed. The Croup's
trade receivables arc of very low credit risk due to transactions being princigally of high volume, low value and short maturity.
Therefare, it also has very low concentration risk.

The expected lOss rales are determined based on the average write-offs as a proportion of average debt over a period of 36 months
prior to the reporting date. The historical loss rates are adjusted for current and forward-loaking information where significant.

The Group considers GOP growth, unemployment, sales growth and bankruplcy rates of the countries in which goods are sold Lo
be the most relevant factors and, where the impact of these is significant, adjusts the histerical loss rates based on expected changes
in these factors

Historical experience has indicated that debts aged 180 days or over are generally not recoverable The Croup has incorporated this

imo the expected loss model through a uniform loss rate for ageing buckets below 180 days, dependent on the revenue stream and
country and praviding Tor 100% of debt aged over 180 days past due. Where the Group specifically holds insurance or helds the legal
right of offset with debtors which are alsc creditors, the loss provision is applied only 1o Lthe extent of the uninsured or net exposurc.

Trade receivables are written of f when there is no reasonable expectation of recovery indicators that there may be no reasonable g
cxpectation of recovery include the falure of the deptor Lo engage in a payment plan, and failure to make contractual payments z
withirt 180 days past duc. z
Impairment losses on trade receivables are presented as net mpairment losses within operating profit, and subsequent recoveries g
are credited to the same lne item. §
Up to 181 days ju
30 days 31-h0 days 51-90 days 91-180 days ar mare J—.‘
Current past due past due past due past ouce past due Tota:
As at 3 April 2021 £m frm £m im £m £m £
Cross carrying amaount —
trade receivables 950 99 20 0.8 08 1.3 1098
Expected loss rate 1.45% 543% 12.88% 15.78% 17.06% 100.0% 3.40%
Lifetime expecled credit loss 14 05 03 0.1 01 1.3 37
Nel carrying amount 936 9.4 1.7 0.7 07 - 1086.1
Up to 181 days
30 days 31-60 days 61-90 days 91-120 days ar more
Current past due past due past due past due past due Total
As at 2 April 2022 £m £m £m £m £m £m £m
Cross carrying amount -
trade receivables 76.7 15.8 - 19 7.5 1.1 103.0
Expected loss rate 2.87% 4,93% 0.0% 572% 7.76% 100.0% 4.63%
Lifetime expected credit loss 2.2 0.8 - 0.1 0.6 1.1 4.8
Net carrying amount 74.5 15.0 - 1.8 6.9 - 98.2
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The closing loss allowances for trade receivables reconcites to the opening loss allowances as follows’

2022 2021

Trade recevables expected loss provision £m £in
Opening loss allowance 3.7 4.0
Increase/idecrease) in loss allowance recognised in profit and loss during the year _ 15 ),
Receivables written off during Lhe year as urcoliectable (0.4) ~
Closing loss allowance 4.8 3.7
The closing loss allowances for leasc recenabilos reconciles Lo the operming loss allowances as follows:
2022 2021

Leasa rocenab.os expected 1oss prov son £m fm
Opening loss allowance 11.9 47
(Decrease)/increase in loss allowance recognised in profit and loss during the year” (11.9) 72
Reccivables written off during the year as uncollectable - -
Closing loss allowance - 119
TORehrestul sk el ol previensly o lemed o oo iiss peatoedw e sl glbessie prrear arnrme s e eie tabe thie et Zoned et lead o ce b ne Tees Soe e Ny

The provision for other receivables is highly immaterial (it can be quantified) and therefore no disclosure is provided.
C. Foreign currency risk

Transactional foreign currency exposure arfses primarily (rom the import of goads sourced from overseas supplicrs and also from the
export of goods from the UK to overseas subsidiarics. The most significant exposure is to the US dollar, incurred in the sourcing of
Clothing & tHome products from Asia.

Croup Treasury hedges these exposures principally using forward foreign exchange contracts progressively based on dynamic
forecasts from the business Hedging begins around 14 months ahead of the start of the scason, with between 80% and 100% of the
risk hedged eight months before the start of the scason In accordance with the Croup's treasury policy, hedges are entered into by
business line and by season

Other exposures ansing 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, Lthe gross notional value in sterling terms of forward foreign exchange seli or
buy contracts amounted Lo £1,8657m {last year £1,776.6m) with a weighted average matunty date of six months (last year six months)

Gains and losses in equily on forward foreign exchange contracts designated in cash flow hedge relationships as at 2 April 2022 will be
reclassified to the incorme statemoent at varnous dates aver the following 15 months (last year: 16 months) from the balance sheet date.

The foreign exchange forwards are designated as cash flow hedges of highly probable forecast transactions. Bolh spot and forward
points are designated in the hedge relationship; under IFRS 9 the currency basis spread may be cxcluded from the hedge relationship
and recognised in other cornprehensive income - cost of hedging reserve. The change in the fair value of the hedging instrument, to
the degree cffective, is deferred in equity and subsequently either reclassificd 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 itemas
sold. The Group has considered and clecled not to recognise the currency basis spread element in the cost of hedging reserve, owing
10 the relatively short-dated nature of the hedging instrurnent s

The Group regularly reviews the foreign exchange hedging portfolio te confirm whether the underlying transactions remain highly
probable Any identified instance of over-hedging or ineffectiveness would result in immediate recycling to the income staterment.
A change in the Liming of a forecast item does not. disqualify a hedge relationship nor the assertion of “highly probable” as there
remaing an econamic retationship between the underlying transaction and the derivative.

The forecign exchange forwards are recognised at fair value The Croup has considered and elecled not to apply credit/debit valuation
adjustments, owing Lo their relatively short-dated nature. The risks at the reporting date are representative of the financisl year

The Croup also holds a nurmber of cross-currency swaps to designate its fixed rate US dollar debt to fixed rate sterling debt. These
arc reported as cash flow hedges The change in the fair value of the hedging instrument, Lo the degree effective, is retained in other
cormprehensive incorme, segregated by cost and effect of hedging Under IFRS 9 the currency basis on the cross-currency swaps is
excluded from the hedge designation and recognised in other comprehensive income - cost of hedging reserve Effectivenessis
measured using the hypothetical derivative approach. The contractual terms of the cross-currency swaps include break clauses every
five years which allow for the interest rates to be reset (last resel December 2017) The hypothetical derivalive is based on the cnginal
critical terms and so meffectiveness may result
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The cross-currency swaps arc recognised at fair vatue, The inclusion of credit risk on cross-currency swaps will cause ineffectiveness
of Lhe hedge relationship. The Group has considered and elected Lo apply credit/debit valuation adjustments, owing to the swaps’
relative materiality and longer daled nature,

The Group also hedges foreign currency inlercompany loans where these exist. Forward foreign exchange contracts in relation 1o the
hedging of the Croup's foreign currency intercompany loans are classificd as fair value through profit and loss. The corresponding fair
value movement of the intercompany loan balance resulted in a £0 3rm gain (last year: £1.4m gain) in the ncome statement As al the
balance sheot date, the gross notional value of intercompany loan hedges was £166.8m (last year. £172.0m).

After taking into account the hedging derivatives entered inte by Lhe Croup, the currency and interest rate exposure of the Croup’s
financal kabilities, excluding shorl-term payables and the tabilily Lo the Marks & Spencer UK Pension Scheme, is set out below

2022 Ak

Fixed rate Floating rate Total Fixed rate Floating rate Total
£m £m £m £m ftm fm

Currency
Sterling 3,6106 - 3,610.6 3686.2 47 3,8909
Euro 104.3 - 104.3 95.8 - 95.8
Other 93.3 - 933 106.0 - 1080
3,808.2 - 3,808.2 4088.0 47 40927

The prior year floating rate sterling borrowings were cash balances classified as overdrafts.

As at the balance sheet date and excluding lease liabilities, post-hedging the GBP and USD fixed rate borrowings are at an average
rate of 5.1% (last year: 5.3%) and the weighted average time for which the rate is fixed is five years (lasl year six years).

During the prior year, the Group closed out all interest rate swaps designated in hedge relationships.
D. Interest rate risk
The Group is exposed to interest rate risk in relation to sterling, US dollar and euro variable rate financial asscls and Labilities.

The Group’s policy is to use derivative contracts where necessary to maintain a mix of fixed and floaling rate borrowings to manage
this risk. The structure and maturity of these derivalives 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 £3,808.2m (last year: £4,088.0m) representing Lthe public bond issucs
and lease liabitilics, amounting to 100% (last year: 99%) of the Group’'s gross borrowings

The effective inlerest rates at the balance sheel date were as follows:

2022 2021

% %

Commilted and uncommitted borrowings N/A N/A
Medium Term Notes 51% 53%
Leases 5.4% 5.4%

The Group has clesely maonitored the market and the output from the various industry working groups managing the transition Lo new
benchmark interest rates. This includes announcements made by LIBOR regulators (including the Financial Conduct Authority ("FCA™)}
regarding the transition away frorm GBP LIBOR to the Sterling Overnight Index Average Rate ("SONIAT. In March 2021, the FCA announced
that it will no longer seek to persuade, or compel, banks to subrmit LIBOR from 31 December 2021 (for USD LIBOR: 30 June 2G23).

Last year, the Group identificd all contracts with refercence to LIBOR and ensured that these were terminated or amended to specify
the date on which the interest rate benchmark would be replaced, the alternative benchmark rate and the relevant spread adjustment
Where applicable, faliback language was included to incorporate any future transitions to new benchmark interest rates.

The Group no longer holds any financial instruments that reference LIBOR and is therefore not exposed to any liquidity, basis or
accounting risks arising from benchmark reform All necessary system and operational changes have been made to reference SONIA,
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Derivative financial instruments

The below table illustrates the effects of hedge accounting on the consolidated statement of financial position and consolidated
income statement through detailing separately by risk category and each type of hedge the detalls of the associated hedging

instrument and hedoged itemn.

3 AP 2021

Current

Non-current

Forwdrd “oroigrn

Forwana fonewgn

rarward faragn

exchange exrhange Crons-currency exchange
(MX) conkracts (F¥) coneracts Swaps (7X) contracts
£ = Erm fm

Hedging risk strategy Cash flow FYTPL Cash flow Cash flow

- hedges hedges hedges
Notional/currency tegs i 1,5859 3338 1935 1907
Carrying amount assets 32.1 0.7 - a3
Carrying armount (liabilities) (83.9) (210 81) (2.6)
Maturity date to Sep 2021 Lo Jan 2022 Lo Dec 2037 to May 2022
Hedge ratio 100% n/a __109% 100%
Descriplion of hedged item Highly probable  Intercompany USD fixed rate  Highly probable

transactional  loans/deposits borrowing transactional

FX cxposurces FX exposures

Change in fair value of hedging instrument’ (1002} (11.1) @1 (11.8)
Change in fair value of hedged item 1002 125 S30 18
used to determine hedge effectivencss . e
Weighted average hedge rate Tor the year CBP/USD 132, - CBR/USD 155 CBPMAUJSD 1.28,
CBP/EURT 13 CEP/EUR1.12

Armounts recognised within finance costs in profit and loss - 1.4 1.3 -
Balancc on cash flow hodge reserve at 3 April 2021 406 = 254 22
Balance on cost of hedaing reserve at 3 Apnit 2021 - - (5.8) -

2 April 2022
B -Current ’ ) Nor-current

Forward foreign

Forward foreign

Forward foreign

exchange exchange Cross-currency exchange

{FX} contracts (FX) contracts swaps {FX) contracts

£m £m £m £m

Hedging risk strategy Cash flow FVTPL Cash flow Cash flow
hedges hedges hedges

Notional/currency legs 1,5369 166.8 1935 1620
Carrying amount assets 43.0 0.6 185 2.9
Carrying amount (liabilitics) (2.3) (0.9) ~ (0.4)
Maturity date to Sep 2022 to May 2022 to Dec 2037 to Apr 2023
Hedge ratio 100% nja 100% 100%

Description of hedged item

Highly probable

Intercompany USD fixed rate Highly probable

transactional FX loans/deposits borrowing transactional

exposures FX exposures

Change in fair value of hedging instrument 60.1 11.1 26,7 4.8

Change in fair value of hedged tem (60.1) (10.8) (25.4) (4.8)
used 1o determine hedge effectiveness

Weighted average hedge rate for the year GBP/USD 1.37; - GBP/USD 1.55 GBP/USD 1.34,

GBP/EUR 1.18 GBP/EUR 1.17

Amounts recognised within finance costs in profit and loss - 0.3 {0.1) -

Balance on cash flow hedge reserve at 2 April 2022 (32.0) - 95 25

Balance on cost of hedging reserve at 2 Apnl 2022 - - (5.0) -

vabiz heaga relat ¢
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2 April 2022 3 April 2021
Notional value Fair value Notional value Fair value
Assels Liabilities Assets Liabilities Assels 1l abilities Assets Liabibties
£m £m £m £m £m £m £ £m
Current
Forward foreign - cash flow hedges 1,248.8 188.1 430 (2.3) 4490 1,1369 32.1 {83.9)
exchange contracts — FVTPL 37.2 1296 0.6 (0.9) 72.2 2616 0.7 (12.1)
1,386.0 77 436 (3.2) 5212 1,3985 328 (960)
Non-current )
Cross-currency swaps — cash flow hedges 1935 - 185 - - 18935 - {8.1)
Forward foreign - cash flow hedges 1311 309 29 (0.4) 462 1445 03 2.6)
oxchange contracts
3246 309 214 (0.4) 462 3380 03 (10.7)
The Group's hedging reserves disclosed in the consolidated statemoent of changes in equity, relate to the following hedging
instruments:
Cost of Toral
hedging cost of Hedge Hedge Hedge
reserve Belerred hodging reserve [X reserve reserve glt Deferred  Total hedge
CCIRS 15X reserve dervatives CCIRS locks lax rescrye
fm £m fm £m M £rm Fm £m
Opening balance 29 March 2020 (7.1} 1.4 (5.7) (45.6) (40 1) o1 170 (68.6)
Add: Change in fair value of hedging
instrument recognised in OCI’ - — - 122.2 920 — - 214.2
Add: Costs of hedging deferred and
recogniscd in OCI 1.3 - 1.3 - - - - -
Less: Reclassified to the cost of inventory - - - (33.9) - - - (33.9)
Less: Reclassified from OC| to profit or loss - - - - {26.5) - - {?65)
Less: Deferred tax - {0.2) (0.2) - - (30.4) (304)
Closing halance 3 April 2021 (58) 1.2 {4.6) 427 254 0.1 (13.4) 548
Opening balance 4 April 2021 (5.8) 1.2 (4.6) 42,7 25.4 0.1 (13.4) 548
Add: Change in fair value of hedging
instrument recognised in OCI - - - {65.7) (26.4) - - {92.1)
Add Costs of hedging deferred and
recognised in QC| 0.8 - 0.8 - - - - -
Less: Reclassified to the cost of inventory - - - (6.5) - - - (6.5)
Less: Reclassified from OC| to profit or loss - - - - 10.5 - - 105
Less: Deferred tax - 0.2 0.2 - - - 15.7 15.7
Closing balance 2 April 2022 {5.0) 1.4 (3.6) {29.5) 9.5 0.1 2.3 (17.6)

1 Cross-currency interest rate swans
2 Qther comprehensive Income
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During the prior year, the Croup closed out all interest rate swaps designating its CBP fixed debt to floating dekt which were reported
as fair value hedges (see note 20 for details of fair value adjustment). At 2 April 2022, the Group had a deferred fair value adjustment
of £10.5m {last yoar: £13.6m) in borrowings relating to terminated fair value hedges. The ineffoctive portion recagrused in profit or loss
that arose from fair value hedges armounted 16 a ml gain or loss as the loss on the hedged items was £nil {last year loss of £4 4m) and
the gain on the hedging instruments was £nil (last year: gain of £4.4m)

. 2022 2021
Movement in hedged items and hedging instruments £m fm
Net gain in fair value of inlerest rate swap ) - 4.4
Net loss on hedged ems - {44)

Ineffectiveness - -

The Group holds a number of crass-currency interest rate swaps to designate its USD to GBP fixed debt. These are reported as cash
flow hedges The ineffective portion recognised in profit or [oss that arises frarm the cash flow hedge amounts te a £1 3m gain {last year
£13m gain} as the loss on the hedged items was £25 4m {last year: £93.0m gain) and the movernent on the hedging instruments was
3 £26.7m gain (last year £917m loss) A nil gain or 1055 (Lasl year: ril gain or lpss) was recognised in profit or loss as previously realised
ineffectiveness reversed out.

Movement in hedged items and hedging instruments mr:zni Kf)'?m
Net gain/(loss) in fair value of cross-currency intercst rale swap 26.7 (91.7)
Net (loss)/gain on hadged items (25.4) 930
Ineffectivencss 1.3 1.3

Sensitivity analysis

The table below ilustrates the estimated impact on the incorme statement and equity as a result of market moverents in foreign
exchange and interest rates inrelation to the Group's financiat instruments. The directors consider that a 2% +/~ (last year 2%) movement
ininterest and a 20% +/- (last yoar: 20%) movement in sterling against the relevarnit currency represents a reascenably possible change,
Howaver, this analysis 1s for ilustrative purposes only. The Croup believes that these lustrative assumed movements continue Lo
provide sufficient guidance.

The table excludes financial instrurments that expose the Croup Lo interest rate and foreign exchange risk where such a risk is fully
hedged with another financial instrument. Also excluded are trade rccowvables and payables as these are cither sterling denominatod
or the foreign exchange risk is hedged.

Interest rates

The impact in the incorne statement due to changes ininterest rates reflects the effect onthe Group's floating rate debt as at Lhe
balance sheet date. The impact in cquity reflacts the fair value movement m relation to the Group's crass-currency swaps.

Foreign exchange

The impact from foreign exchange movements reflects the change in the fair value of the Croup’s transacticnal Toreign exchange
cash flow hedges at the balance sheet dale. The equity impact shown {or foreign exchange sensitivity relates to derivatives This value
is expected to be matcerially offsel by the re-transtation of the related transactional exposures.

7% 7% 0% F0%
decreasen MICrPase wearanng 1N 51'0’){].‘”}(‘””}@
interest rates nrerpst rates stemung nosterang
frm fm tm m
At 3 April 2021
Impact onincome statement (loss)/gain {9.2) 9.2 - E
Impact on other comprehensive income: (loss)/gain (2 1) a7 1994 (195 4}
At 2 April 2022
Impact on income statement: (loss)/gain (19.2) 19.2 - —
Impact on other comprehensive income: {loss)/gain (4.2) 33 2435 (243.5)
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Offsetting of financial assets and labilities

The following tables set out the financial assels and financial liabilities which are subject to of fsetting, enferceable master netting
arrangements and simjlar agreements. Amounts which are offset against financial assets and lizbilities in the Croup’s balance sheet
are set out below For trade and other receivables and trade and other payables, amounts not offset in the balance sheet but which
could be offset under certain circurnstances 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 offsetting should be included.

MNet financial Related
assets) amounts not
{(lalities) cer oftset in the
Cross financial Gross financal statement of statorment of
assely) (Labilities)y financial financial
(Latslinies) assets ofsel prostion Eoztion MNet.
£m £rm trm £m im
At 3 April 2021
Trade and othor receivables 16.5 {12.8) 3.7 - 37
Derivative financial assets 331 - 331 (24.9) 82
49.6 {128) 368 (249) 118
Trade and other payables (257.4) 128 (244.6) - (24456)
Derivative linancial liabilities (106.7) - (106.7) 249 {(81.8)
(364.1) 12.8 (351.3) 249 (326.4)
Net financial Related
assets/ amounts not
{liabilities) per offset in the
Cross financial  Cross financial statement of statement of
assets/ {Liabilities)y financial financial
{liabilities} assets offset position position Net
£m £m £m Em £m
At 2 April 2022 -
N 4
Trade and other receivables 278 {25.0) 2.9 - 2.9 z
Derivative financial assets 65.0 - 65.0 (3.4) 61.6 g
92.9 {25.0) 67.9 (3.9) 64.5 @
e
Trade and olher pavables (284.8) 25.0 {259.8) - (259.8) %
Derivative financial liabilities (3.6) - (3.6) 34 {0.2) @
(288.4) 25,0 {263.4) 34 (260.0)

Amounts which do naot meet the criteria for offsetting on the balance sheet but could be settted net in certain circumstances
principally relate to derivative transactions under International Swaps and Derivatives Association (*ISDA™) agreernents where cach
party has the option Lo scttle amounts on a net basis in the event of default of the other party.

Fair value hierarchy
The Croup uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:

— Level 1: quoted {unadjusted) prices in active markets for identical assets and liabilities. The Croup had no Level 1 investments
or financial Instruments.

— Level 2: nol traded in an active markot but the fair values are based on quoted markel prices or allernative pricing sources with
reasonable levels of price transparency. The Group's Level 2 financial instruments include interest rate and foreign exchange
derivatives. Fair value is calculated using discounted cash flow methodology. future cash flows are estimated based on forward
exchange rates and interest rates {from obscrvable market curves) and contract rates, discounted at. a rate that reflects the credit
risk of the varnious counterparties for those with a long maturity.

— Level 3 techniques that use inputs which have a significant effect on the recorded fair value that are not based on observable
market data.
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At the end of the reporting period, the Group held the following financial instruments at fair vatuc:

2022 2021
Level 1 Level 2 Level 3 Total revel 1 vevel 2 level 3 Taral
£Em £m £m £m i frn £ m
Assets measured at fair value
Financial assets at farr value
through profit or oss (FVYTPL)
- dervatives held at FVTPL - 0.6 - 0.6 - Q.7 - 0.7
- othor investments' - 176 4.5 221 - 184 - 184
Derivatives used for hedging - 644 - 64.4 - 324 - 324
Unlisted equity investments’ - - - - - - ay 9.7
Liabilities measured at fair value
Financial liabilities at fair value
through profit or loss (FYTPL)
- dervatives held at FVTPL - {0.9) - (0.9) - (1210 E (azn
- contingentl consideration® - - (172.6) {172.6) - - (212.0) (2120}
Oerivatives used for hedging - (2.7) - (2.7) - (94.6) - (94.6)

There were no transfers between the levels of the fair value hierarchy during the period There were also no changes made to any
of the valuation techniques during the period.

T Whtmin Leveel 3 other investmeniy the Grodp Molds F3 100 0 ventare Caprtaninvest Ments managed by True Capitall mited, megsured at Py TP (last year +nl) (see naze 16) which are
Level 3 ins ruments The “ar value of these irvestments has been deter~uned m accordance wththe International Privare Fquity and Venlure Capital (IPEY '} Valuot oo Guidelines
Wherenvestents ara arithaer recent!y acquirea or these have peen recent funding rouanas witn third part es tne onmay nput when detesm n g the vawation s the ores:
trapsadbion proe

2 Tne Croup houds £milinanbsted equity secunt.es measured at =3+ value threagh other comprohensive nzome (Last year Fo/mj(see nore ' odwhicnisaleve. Jinstrament Tnatar
value of th s iwestmant was del erruneo with reference te the net assot value of the ent ty inwhicatne inyvestiment was newd, which n surn derwed the mg or Ly of it ner aseet value
trougn atmire party property valuation

3 As part of theinvestment in Ocado Reta! miked, a cont Agent cons decation arnnangement was agreed Fhearrangement comprses three separate elenonts which any secome
payable o the acricvement o7 taree separate f ~a-c aland aperstioral cocfonmante targets 11June J021, 216 8 was =o' fleg reat rg o the * L of the threstargets Inctober 7021,
L170mwas “ettled relaung Eo the second target The hna “argesrelyecto Qcado Retall mted achisvirg ascon fediarget level of earnings 1 the finarc.al year ending November
2043 The maximum potentizl undiscounted amount of all “uture payments tnat the Croap could be required to make under Lhe arrangement 5 £ 156 3rm plus interest of A%

The far vatue of tne contingont Consideraton was eshimatea by applying an apprapnate o scount rate 1o the cxzec e future paymen: s The xCy as5umpr ons take into ¢ ansideration
fropr o nabty o mest ng eack cecformanoe target ard the oot factor Tre perrorm =nce Fargot = beary ans, Based or the atest © wo-veas clan2- O T =etald | oeited s
expecrad tobe ma and there oret = “arvalue refiocts the fud discounted § BH 4mip s nt andit s rereflone expectes tnat £ 90 8mow U b ne payab ¢ 2024725 Hncuald
the targel not be met, no consideralian would be payable Shauld e discount rate applied e changed. the tair value of the cont ngent considerat onwould change. but the amount
of considerat.on that would ulhimately be paig wouwd not necessanly change A discoant rate of 4 2% was useo and @ 2 0% change 1N 21 disc aunt rate would resultina change nfar
valug ot Ls 0 ASY change 1 the torecast lovel of e wrgs Lued ta assess t-o cerformante targe: would notrasult ina signeican: change in farr value 7 1he contnges ~onsideraton

Curmg 12 per ad f 23 s of caontingent Lo sider abonwo - settled o~ grrof f5om rerogmsa it erofl 907 Tt on e e raMca wreme st (Soe note §)

The Marks & Spencer UK Pension Schermne holds a number of financial instrurnents which make up the pension asset of £10,0907m
{last year: £10,4429m), Level | and Level 2 financial asscts measured at fair value through other comprehensive income amounted to
£4,998.8m (last year: £5,446 0m). Additionally, the scheme assets include £5,091.9m {last ycar: £4,9969m) of Level 3 financial asscts
See note 11 for information on the Group's retirement benefits.

The following table represents the changes in Level 3 instruments held by the Pension Schemes:

2022 2001

£Em Em
Opening balance 4,996.9 43251
Fair value gain recognised in other comprehensive income 138.6 683
Wit hdrawal)/additional iInvestment ) (43.6) 5035
Closing balance 5,091.9 4,996.9

Fair value of financial instruments

With the exception of the Croup's fixed rate bond debt and the Partnership Liability to the Marks & Spencer UK Pension Scheme (note 12),
there were no material differences botween the carrying value of non-derivative financial assets and financial babitities and theoir fair
values as at the balance shect date.

The carrying value of the Croup's fixed rale bond debt (Level 1 eqguivalent) was £1,482 bm {last year: £1,682 1m); the fair value of this debt
was £1,549 6m {last year: £1 8076m} which has been calculated using guoted market prices and includes accrued interest The carrying
value of the Partnership liabiiity to the Marks & Spencer UK Penisian Scheme (Level 2 equivalent) is £192 3m {last year £193 5m) and
the farr value of this Lability 1s £187.9m (last year: £185 5m)

Capital policy

The Croup's objectives when rmanaging capital (defined as net debt plus cquity) are to fund investrmant in the transformation and
rebuild balance sheet metrics towards tevels consistent with investrnent grade, to sefeguard 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
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in doing so, the Croup's strategy is to rebuild a capital structure commensurate with an investment grade credit rating and to retain
appropriate levels of Liquidity headroom to ensure financial slability and flexibility To achieve this strategy, the Group regularly monitors
key credit metrics such as the gearing ratio, cash flow Lo net debt and fixed charge cover to maintain this position. In addition,

the Group ensures a combination of appropriate commilled short-Lerm liguidity headroom with a diverse and balanced long-term
debt maturity profile. As at the balance sheel date, the Group's average debt maturity profile was five years (lasl ycar: six years).
Curing the year, the Croup maintained credit ralings of Bal (stable) wilh Moody’s and BB+ (stable) with Standard & Poor's.

In order to rmaintain or realign the capital structure, the Croup rmay adjust the amount of dividends paid to sharcholders, return
capital to shareholders, issuc new shares or sell assels to reduce debl.

22 PROVISIONS

Property Restructur ng Other Tota.
fm £m fm Fra
At 29 March 2020 50.0 12.6 5.4 780
Provided in the year - charged Lo profit or loss 225 105.2 9.6 1373
Provided in the year - charged to property, plant and equipment 258 - - 25.9
Releascd in Lhe year (29.8) (7.6) [(ORD) (37.5)
Utilised during the year (4.6) (81.5) ©32) (86.5)
Exchange differences - Q1) - c.1)
Discount rate unwind 2.7 - - 27
Reclassified o the pension tiability - - (25) (2.5)
At 3 April 2021 767 285 121 117.3
Analysed as:
Current 437
Naon-current 742
!
Property Restructuring QOther Tatal z
£m £m £m £m ]z>
At 4 April 2021 76.7 285 12.1 117.3 g
Provided in the year — charged to profit or loss 23.5 38.0 6.2 67.7 ‘5
Provided in the year - charged 1o property, plant and equipment 5.3 - - 53 §
Released in the year {8.4) (2.8) {3.0) {14.2) z
Utitised during the year {5.1) (28.2) {0.5) (34.2) @
Exchange differences - {0.1) (0.2) (0.3}
Discount rate unwind 3.8 - - 3.8
At 2 April 2022 95.8 354 14.2 1454
Analysed as:
Current 53.6
Non-current 21.8

Property provisicns relate primarily to obligations such as dilapidations arising as a result of the closure of stores in the UK, as part of
Lhe UK store estate strategic programme. These provisions are expected to be utilised over the period to the end of each specific lease
(up to 10 years),

Movements in restructuring provisions relate to the utilisation and finalisation of costs associated with the strategic programme to
reduce roles across central support centres, regional management and our UK and Republic of Ireland stores; the historical International
exit strategy; the strategic programme to transition to & single-tier UK distribution nelwork; and costs associated with the decision to
fully exit our Russian franchise operations. Closing provisions relate primarily to the strategic programme to transition to 2 single-tier
UK districution nelwork, expected to be ulilised over the period of closure of sites, and exit our Russian franchise operations,
cxpected to be utilisad within the next year.

Other provisions include amounts in respect of probable liabilities for employee-related matters.

Provisicns related to adjusting iterns were £1249m at 2 April 2022 (last year: £100 8m), with a net charge in the year of £48.2m
{last year: £80.1m) (see note 5).
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Deferred tax is provided under the balance sheet liability method using the tax rate at which the balances arc expectled to unwind
of 19% and 25% as applicable {last year 19%) for UK differences and local lax rates for overscas differences. Details of the changes
to the UK corporation tax rate and the impact on the Group are described in note 7.

The moverments in deferred tax assets and liabilitics (after the offsetting of balances within the same junisdiction as permilied by

1AS 12 ~‘Income Taxes) during the year are shown below

Deferred tax assetsf(liabilities)

cand and Cap tal Cthoer
buailed ngs al.owances n Pengion short-terrm
1RMNOIaY exLess of ternparary temporary Tatal U< Cverseas
diffcrences deprec at on chtferences diFeronces aetorred 1ax doeferred Lax Tota.
£m Fro £rn fn tm f £m
At 29 March 2020 (28.3) c2) (398 8) 952 (332.1) (0.3) (332.4)
{Charged)/credited
to income statornoent (220) 228 (7.6) 45 (2.3 21 {02)
Credited/(charged) to cquity/
other comprehensive income - - 2577 358 2935 (3.2) 7903
At 3 April 2021 (503) 226 (148.7) 1355 {409) (1.4 (42.3)
At 4 April 2021 (50.3) 22.6 (148.7) 1355 {40.9} (1.4} {42.3)
{Charged)/credited
Lo iIncome stalement (15.4) 37 {14.7) 203 (6.1} 1.0 (5.1)
(Charged)/Credited to cquily/
other comprcehensive income - - {128.7) {14.1) {142.8) 3.0 {139.8)
At 2 Aprit 2022 (65.7) 26.3 (292.1) 141.7 {189.8) 26 (187.2)

Other short-term tempeorary differences relate mainly Lo employee share oplions, financial instruments and IFRS 16,

The deferred tax liability on land and buildings temporary differences is reduced by the benefit of capital losses with a gross value
of £236.6m (last year: £2280m) and a tax value of £58 6m {last year: £43.3m). The tax value has increased in comparison to the prior
year due Lo the effects of the change in rate, whereby, UK deferred tax assets and liabilities have been remeasured at 25% where these
are expected to be realised or settled on or after 1 April 2023

Due to uncertainly over their future use, no benefit has been recognised in respect of trading losses carried forward in overseas
jurisdictions with a gross value of £56m (last year. £11.0m) and a tax value of £14m (last year £3.0my}.

No deferred tax is recognised in respect of undistributed carnings of overseas supsidiaries and joint ventures with a gross value of £342m
{last year £24 lmy) unless a malerial liabillty 1s expected 1o arise on distribution of these earnings under applicable tax logislation
Thereis a potential tax liability in respect of undistributed earnings of £31m (last year: £2.3m) however this has not been recognised
on the basis that the distribution can be controlled by the Group, and it is probable that the temperary difference will not reverse

inthe foresceable future,

In the prior year, a deferred tax asset of £105m relating to trading losses in the UK was recognised. As the amount has been fully
utilised, no deferred tax asset relaling Lo trading losses in the UK 1s recagnised in the current period.

176  Marks and Spencer Group plc



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

24 ORDINARY SHARE CAPITAL

2022 7021

COrdinary shares Ordinary shares Deferred shares Qrdinary shares

of £0.25 each of £0.01 each of £0.24 each of F075 eacn

Shares £€m Shares £m Shares £m Shares tm

Issued and fully paid 1950059,808 4876

Al start of year 1,956513591 4892 - - - - 6,453,783 16
Shares issued in respect of share

option schemes 1,266,035 0.3 - - - - _ _

Subdivision of ordinary share capitat ~ {1,957,779,626) (489.5) 1,957,779,626 196 1957,779626 469.9 - -
(1,957,779,626) (469.9) - -

Repurchase of deforred sharos - = -

Shares issued in respect of share
option schemes -

At end of year -

1,125,718 0.1 - - - -
1958905344 19.7 - - 1956513591 4802

Nominal value reduction

In July 2021, the Company reduced Lhe nominal value of iLs ordinary shares from £0.25 Lo £0.01. The reduction was completed by
subdividing each £0.25 ordinary share in issue into one ordinary share of £001 and one deferred share of £0.24. All deferred shares
were then bought back for total aggregate consideration of £0.01 and cancelled. The Company's issued share capital remained
unchanged and each shareholder's proportionate interest in the share capital of the Company remained unchanged. Aside from the
change in nominal value, the rights attaching to the ordinary shares (inctuding voting and dividend nghts and rights on a return of
capital) remain unchanged. The repurchase and cancellation of Lhe shares resulted in an increase to the Company’s capital
redemption reserve of £4699m.

Issue of new shares

A total of 2,391,753 (last year: 6,453,783) ordinary shares having a nominal value of £0.4m (last year- £1.6m) were atlotted during the
year under the terms of the Company’s share schemces which are described in note 13 of the Group financial statements. The
aggregate consideralion received was £0.3m {last year; £00m).

o

=

25 CONTINGENCIES AND COMMITMENTS z

A, Capital commitments 5

2022 7071 3

£m £m ‘_—r:

Commitments in respect of properties in the course of construction 59.8 883 §

Software capital commitments 6.1 106 @
65.9 989

In addition to the above, the Group has committed to invest up Lo £250m, over a three-year period to 2024/25, in an innovation and
consumer growlh fund managed by True Capital Limited The fund can drawdown amounts al any time over the three-year period to
make specific investments. During the period, the Croup invested £3.3m of this commitment, which 1s held as a non-current other
investment and measured at fair value through profit or loss (see note 16).

B. Other material contracts

In the event of terminalion of our trading arrangements with certain warehouse operators, the Group has a number of options and
commitrents to purchase some property, plant and cquipment, at values ranging from historical net book value to markel value,
which are currently owned and operated by the warchouse operators on the Croup's behalf. These options and commitrments would
have an immaterial impact on the Croup's staterment of financial position.

See note 12 for details on the Partnership arrangement wilh the Marks & Spencer UK Pension Scheme.
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26 ANALYSIS OF CASH FLOWS GIVEN IN THE STATEMENT OF CASH FLOWS

Cash flows from operating activities

2022 7071
£m £m
Profit/{loss) on ordinary activities after taxation 3090 (201.2)
Income tax expense/(credit) 82.7 8.2)
Finance costs ) 2144 236.1
Finance income (33.9) (57.4)
Operating profit/{loss) 572.2 (30.7)
Share of results of Ocado Retail Limited (13.9) (78 4)
{Increase)/decrease in inventories {46.5) 412
(Increasc)/decrease in receivables (2.9) 674
Increase in payables 289.1 1595
Depreciation, amortisation and writc-offs 510.7 &03.1
Non-cash share-based payment cxpense 38.8 193
Defined benefit pension funding {36.8) 371
Adjusting iterns net cash outflows' ¢ (45.8) (1181}
Adjusting items M&S Bank' {16.0) (2.4)
Adjusting operating profit items B i 136.8 2529
Cash generated from operations 1,385.7 876.7
1 Fxclude: £64m{ast yoar £12 4] of surra Lt paymarks in Laoes wisk s repayTent Gt wdse Aol Les rihe consolrly e etatamont o, s ‘lows rolat ag o cases wit nthe U< store

ootale programmg
2 Adjesting e net Cass CLtT ewe re obe 1o sk At eQIC prograrrms Sests assocated w b bie UL siore eorate L<logislics and the Lt dsatior of -he prowsions "oc Imternationa mtere
closue oy 2nod raparent
3 Adashing toe MG Bank re.ates ! MES Bank incnme tecog sed 1 tperating prd b offact oy Charges meyrred rrelat o tatne rhuranzo mis-seill ng provoasnwhich sanon-cashites
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

27 ANALYSIS OF NET DEBT

A, Reconciliation of movement in net debt

Changes Lease Cxenange any
At 79 March i far addmans and  ather non-cash AL 3 April
2020 Cash flow values  rempasarorients movements' 2021
fm £m tm Em rm fm
Net debt
Bank loans and overdrafts (sec note 20) {155) 108 — - - (4.7}
Cash and cash equivalents (sec note 18) 2542 4235 - - (3.3) 5744
Net cash per statement of cash flows o 2387 4343 -~ - (33) 6697
Current other financial assets (see note 16) 11.7 67 - - - 184
Liabilities from financing activities
Mcdium Term Notes (see note 20) (1,6362) {(879) - - {(580) {1682 1)
Lease liabilities (see note 20) (2,5620) 3167 - (48.3) (112.3) (2,405.9)
Partnership liabilily to Lthe Marks & Spencer
UK Pension Scherne (see note 12) (202.7) 236 - - (6.4) (1855)
Derivatives held to hedge Medium Term Notes 102 2 (140) (96.3) - - (8.1)
Liabilities from financing activities (4,198.7) 2384 (96.3) (48.3) (176.7) (4,281.6)
Less: Cashflows related to interest
and derivative instrumants (2.3) (212.6) 96.3 - 1962 776
Net debt (3,9506) 466.8 - {48.3) 16.2 (3,5159)
Changes Lesse Exchange and
At 4 April in fan additions and  ather non-cash At 2 April
2021 Cazh *Hlow values remeasurements movermnents' 2022
fn £Em Em tm fm £m
Net debt ; i 1
Bank loans and overdrafts (see note 20} (47) 4.7 - - - .l -
Cash and cash equivalents (see note 18) 6744 5317 - - (82) "
Net cash per statement of cash flows 6697 5364 - - 82y -
Current other financial assets (see note 16) 184 0.8) - - I
Liabilities from financing activities - - - - SRR
Madiurn Term Notes (See note 20) (1,682.1) 2440 - - @4y -, ‘(i ,529,5)
Leasc labilitios (see note 70) (2,405.9) 3443 - {100 6) (11858 7 (2 278.7)
Partnership liability to the Marks & Spencer P
UK Pension Scheme (see note 12) (1855} - - - :
Derivatives held te hedge Medium Term Notes 8.1} - 266 -
Liabilities from financing activities (4,281 6} 5883 266 {(100.6)
Less. Cashflows related to interest
and derivative instrumants 776 {208.7) {26 6) -
Net debt {3,5159) 9152 - (100.6) 51 (2 698 8)
B. Reconciliation of net debt to statement of financial position
2022 2021
£m £m
Statement of financial pesition and related notes
Cash and cash equivalents (see note 18) 1,197.9 6744
Current other financial assets {see note 16) 176 184
Bank loans and overdrafts (sce note 20) - (4.7)
Medium Term Notes — net of foreign exchange revaluation (sce note 20) {1,494.7) 1,657.9}
Leasce liabilities (see note 20) (2,278.7) (2 4058}
Partncrship liakility to the Marks & Spencer UK Pension Scheme {see notes 12 and 21) (192.3) (1935}
(2,750.2) (3.569.2)
Interest payable included within related borrowing and the Partnership liability
1o the Marks & Spencer UK Pension Scheme 514 533
Net debt (2,698.8) (3.5159)

1 Exchange and other nan-cash movernents includes nrerest paid on Med um Term Notes of £79 6rn (Last year £86 4m), interest paid onlease labibities of £121 1 (iast year 130 4m)
and interest pa:d on the Partnershup liabiliny Lo the Marks & Spencer UK Pension Scheme of £4 4m {last year +49mj)
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FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS CONTINUED

28 RELATED PARTY TRANSACTIONS

A. Subsidiaries

Transactions between the Company and ils subsidianies, which are related parties, have been ciminated on consolidation and are not
disclosed in this note Transactions between the Company and its subsidiarics are disclosed in the Company's scparate financial statements.
B. Joint ventures and associates

Ocado Retail Limited

A sharehotder loan facility with Ocado Retail Limited was established in 2019/20, with Ocado Retait Limited having the ability to draw
down up Lo £30m from cach sharcholder The facility was not utilised by Ocade Retail Limited during the year ended 2 April 2022
(last year: not ulilised).

As part of the Ocado Retak bmited investment, Ocado Retail Limiled entered into a £30m, throe-year revolving credit facility Along with
Ocado Group Ple, the Group has provided a parent guarantoe Lo cover 50% of the £30m revolving credit, facility provided by BNPP
Lo Ocado Retait Limited. The revolving credit Tacitily was undrawn at 2 April 2022 {last year: undrawn)

The following transactions were carriod out with Ocado Retail Limited, an associate of the Group.

Sales and purchases of goods and services:

2022 202

£m f
Sales of goods and services 36.1 285
Purchases of goods and services Q.2 -

Included within trade and other recevables is a batance of £19m {last year. £2.3m) owed by Gcado Relail Limiled
Nobody’s Child Limited
Nobody's Child Limited becarme an associate of the Group in November 2021 (sec note 29).

Since Novermnber 2021, the Croup made purchases of goods amounting to £1 2m At 2 April 2022, included within trade and other
payables is a balance of £0.2m owed to Nobody's Child Limited, and included within olher financial assets is a balance of £0.7m owed
from Nobody's Child Limited,

C. Marks & Spencer UK Pension Scheme

Details of other transactions and balances held with the Marks & Spencer UK Pension Scheme are set out innotes 11 and 12.

D. Key management compensation

The Group has determined that the key management personnel constitute Lhe Board and the memibers of the Executive Committee.

2022 07

Em £
Salaries and short-term benefits 15.3 36
Share-based paymoents 2.1 32
Total 17.4 118

E. Other related party transactions

The Croup acquired 77 7% of the issued share capital of The Sports Edit Limited ('TSE™) in February 2022, A further 4.8% of TSE's 1ssued
share capitalis currently owned oy Mr Justin King, a Non-Executive Director of the Croup (the JK TSE Shares”) Subject Lo sharcholder
approval, the Group will acquire the JK TSE Shares from Mr. Justin King at a total purchase price of £0.3m in July 2022
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

29 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

The Group holds a 50% intercst in Ocado Retail Limited, a company incorporated in the UK, The remaining 50% interest is held by
Ocado Group Ple. Ocadoe Retail Limited is an onkine grocery retailer, operating through the ocada.com and ocadozoom.corm websiles.

Qcado Relal Limnited 1s considered an associale of the Croup as certain rights are conferred on Ocade Group Ple for an initial period
of at least five years from acquisition in August 2019, giving Ocado Group Ple control of the company. Following this initial period,

a reassessment of control wilt be reguired as the Croup will have an option te obtain more power over Ocado Retail Limited (f certain
conditions are mat. If the Group is docmed to have obtained control, Ocade Retail Limited will then be consolidated as a subsidiary
of the Croup. Through Board representation and shareholder voting rights, the Group is currently considered te have significant
influence, therefore the investmaent in Ocado Retail Limited is treated as an associate and applies the equily method of accounting.

Ocado Retail Limited has a flinancial year end date of 28 November 2021, aligning with its parent company, Ocado Group PLc. For the
Group's purpose of applying the cquily method of accounting, Ocado Retail Limited has prepared financial information to Lhe nearest
quarter-end date of its financial yoar ond, a5 to do otherwise would be impracticable. The results of Ocado Retail Limited are incorporated
in these financial staternents frorm 1 March 2021 to 27 February 2022. There were no significant events or transactions in the period
from 28 February 2022 to 2 April 2022.

The carrying amount of the Group's interost in Ocado Retail Limited is £800.4m {last vear: £819.0m) The Croup's share of Ocado Retait
Limited loss of £18.6m (last year: profit of £64.2m) includes the Group's sharc of underlying profits of £13.9rm, which ncludes £1.3m

of exceptional income before tax related to insurance receipts (share of profit last year: £25.2m} and adjusting ilem charges of £325m
{lasl year: £14.2m) (see note 5).

Surmmarnsed financial information in respect of Ocado Retail Limited (the Group's only material associate) is set cul below and reproscnts
amounts in the Ocado Retail Limited financial statements prepared in accordance with IFRS, adjusted by the Group for equity
accounting purposes.

As at 27 Feb As at 28 Fen
2022 2071
£m £m
Ocado Retail Limited
Current assels 291.2 3539
Non-current assels 590.1 336.8
m
Current liabilities (223.3) (2457) z
Non-current, liabilities (449.8) (264 6) 5
Net assets 208.2 1804 z
W
B
29 Feb 2021 to 7 Mar 2020 to T
27 Feb 2022 28 Feb 2021 m
Em £m 5
wy
Revenue 2,248.8 23532
Profit for the period 27.8 156.8
Other comprehensive income - -
Total comprehensive income 27.8 156.8

Reconaliation of the above summarised financial information to the carrying amount of the interest in Ocade Retail Limited recognised
in Lhe consolidated financial statements:

As at 2 Apr As 3t 3 Apr

2022 2021

£m Fm

Ocado Retail Limited

Nct assets 208.2 1804
Proportion of the Group's ownership interest 104.1 5072
Goodwill 449.1 449 ]
Brand 2427 2492
Custorner relationships 77.7 883
Cther adjustments to align accounting policies (78.9) (63.5)
Acquisilion Costs 5.7 5.7
Carrying amount of the Group's interest in Ocado Retail Limited 800.4 8190

In November 2021, the Group acquired 27% of the issued share capital of Nobody's Child Limited, which is accounted for as an investment
in associate.

Other than its investment in Ocado Retail Limited, the Croup holds immaterial investments in joint venlures and associates (including its
investrent in Nobody's Child Limited) totalling £10 5m (last year: £6.8m). The Group's share of losses tolalled £0.7m (last year: £1.3m loss).
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

30 GOVERNMENT SUPPORT

The Group has not benefitted from government grant income In the year. Last year, the Group recognised £131.5m in relation to furlough
programmes, such as the Corenavirus Job Retention Schermne ("CJRS™ in the UK, andits equivalents in other countries This income was
recognised as a deduction agamnst the related expense

The Group benefited from business rates relief of £62 2rm in the year {last year £174 6m)

There are no unfulfilled conditions or contingencies attached to these grants.

31 CONTINGENT ASSETS

The Group is currently secking damages from an independent third party following their involvernent in anti-competitive behaviour
that adversety impacted the Group. The Group expocts to receive an armount from the claim (either in settlement or from the logal
proceedings), a position reinforced by recent courl judgernents in similar claims The value of the claim is confidential and is therefore
not disclosed

32 SUBSEQUENT EVENTS

The Board have approved a tender offer to repurchase ¢ £150m of the Group’s Medium Term Notes which will be announced on
25 May 2022
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COMPANY STATEMENT OF FINANCIAL POSITION

As at 2 April Az at 3 April
2022 2021
Motes £m fm
Assets
Non-current assets
Investments in subsidiary undertakings C6 9,403.7 9,7308
Total assets 9,403.7 48,7308
Liabilities
Current liabilities
Amounts owed 10 subsidiary undertakings 2,541.2 25418
Total Liabilities 2,541.2 25118
Net assets B 6,862.5 71890
Equity
Ordinary share capital C7 19.7 4897
Share premium account Cc7 910.6 9104
Capital redemplion reserve 2,680.4 221056
Merger reserve c7 8709 12620
Retained carnings 2,380.9 23169
Total equity 65,8625 7,189.0

The Company's loss for the year was £357.3m (last year: profit of £851.0m}

The financial stalements were approved by the Board and authorised for issue on 24 May 2022. The financial statements alse comprise
the notes C1 te C7.

fow Py

Steve Rowe, Chief Executive Officer Eoin Tonge, Chief Financial Officer %

Registored number: 04256886 z

o

=

COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY %

Share Capital @

Ordinary premium redemption Merger Retancd

share capital ACCOUN. reserve reserve 3 MNGs Total
£e11 £m £m £m m £m
At 29 March 2020 4876 9104 22105 311.0 23003 62198
Profit for the year - - - - 9510 G510
Capital conlribution for share-based payments — - - - 16.6 166
Shares issued on exercise of employee share options 16 - - _ _ 16
Reclassification to merger reserve - - - 9510 {951.0) -
At 3 April 2021 489.2 9104 2,210.5 1,262.0 2,316.9 7,185.0
At 4 April 2021 4892 910.4 2,210.5 1,262.0 2,3169 7,189.0
Loss for the year - - - - (357.3) (357.3)
Capital contribution for share-basced payments - - - - 30.2 30.2
Shares issued on exercise of employee share options 0.4 02 - - - 06
Buy back and cancellzation of own Shares! {469.9) - 469.9 - - -
Reclassification {0 merger reserve - - - {391.1) 391.1 -
At 2 April 2022 19.7 910.6 2,680.4 870.9 2,380.9 6,862.5

1 OngJuly 207:, the Company reduced the nominal value of its 1957.779,626 ordinary shares inissue at tnat date from £0 25 to £00Q1 Tne reduction was completed by subdividing
each f01 25 ordinary share inissue into i ardinary snare of £001 and | deferred share of £0 24 Alt deferred shares were then bought back for total sggregate consideration of £001
and cancelled The Company's issued share capital remans unchanged and each sharehaolder's proportionate interest inthe share capital of the Company remains unchanged
Aside from tne change in nominal value, the nghts artaching to the ordinary shares (inc luding voting and dridend nghts and nights on a return of capital) remain unchanged
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COMPANY STATEMENT OF CASH FLOWS

. 52 weeks 53 weuks
. ended ended
j 2 April zo22 3 Aprlzon:
‘ £m fm
| Cash flow from investing activities
‘ Dividends received 338 -
Additional investment in subsidiary (33.8) -
Net cash (used in)/generated from investing activities - -
Cash flows from financing activities
Shares issued an cxercise of employee share options 0.6 16
Repayment of intercompany loan (0.6) (1.6)
| Net cash generated from/{used in} financing activities - -
i Net cash inflow from activities - -

Cash and cash equivalents at beginning and end of year - -
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

C1 ACCOUNTING POLICIES

General information

Marks and Spencer Group ple (the *Company™) is a public imited company domiciled and incorporated in England and Wales under
the Companies Act 2006. The address of the Company's registered office is Waterside House, 35 North Wharf Road, London W2 TNW,
United Kingdom,

The principal activities of the Company and the nature of the Company's operations are as a holding entity

These financial statements arc presented in sterling, which is the Company’s functional currency, and are rounded to the nearest
hundred thousand.

The Company's accounting pelicies are the same as Lhose set out in note 1 of the Group financial statements, except as noted below.

Investments in subsidiaries are stated at cost less, whoere appropriate, provisions for impairment. The Company grants share-cased
payments to the employees of subsidiery companics. Each period the fair value of the employee services received by the subsidiary
as a capital contribution from the Company is refiectod as an addition to investments in subsidiaries.

Loans from other Group undertakings and all other payables are nilially recorded at far value, whichis generally the proceeds
received. They are then subseguently carried at amortised cost. The loans are non-interest bearing and repayable on demand.

In accordance with the exermption allowed by Section 408(3) of the Companies Act 2006, the Company has not presented its own
income statement or statlornent of comprehensive income.

Key sources of estimation uncertainty

Impairment of investments in subsidiary undertakings

The carrying value of the investrent in subsidiary undertakings is reviewed for impairment or impairment reversal on an annual
basis. The recoverable amount is deterrmined based on value in use which requires the determination of appropriate assumptions
{which arc scurces of estimation uncertainty) in relation to the cash flows over the three-year strategic plan period, the long-term
growlh 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 rmarket factors, the channel shift from stores to online, increasing
technological advancement and the Croup's ongeing strategic transformation programmes. See note C6 for further details on the
assumplions and associated sensitivities.

The Company’s financial risk is managed as part of the Group's strategy and pelicies as discussed in note 21 of the Group
financial statements

C2 EMPLOYEES
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The Company had no empleyecs during the current or prior year. Directors received emaoluments in respect of their services Lo the
Company during the year of £1,174,790 (last year: £1,093,458). The Company did not operate any pension schemes during the current
or preceding year. For further information see the Remuneration Report.

C3 AUDITOR’S REMUNERATION

Auditor’s remuncration in respect of the Company's annual audit has been borne by its subsidiary Marks and Spencer plc and has
been disclosed on a consolidated basis in the Company’s consclidated linancial statements as required by Section 494(4)@) of the
Companies Act 2006

C4 DIVIDENDS

At the full-year results in May 2021, the Board announced that payment of a dividend in the 2021/22 Tinancial year would be unlikely
as we focus on restoring sustainable profitability and recovering the balance sheet towards metrics consistont with investment grade.

Consistent with that announcement, the Board does nol expect to pay a dividend this financial year.

C5 RELATED PARTY TRANSACTIONS

During the year, the Cormpany has received dividends from Marks and Spencer plc of £33.8m {last year: nilj and decreased its loan from
Marks and Spencer plc by £0.6m (last year £16m) The cutstanding balance was £2,541.2m (last year: £2,541.8m) and is non-interest
bearing. There were no olher related party transactions.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS

A. Ihvestments in subsidiary undertakings

2022 2070

£m £m

Beginning of the year 9,730.8 87632
Contributions to subsidiary undertakings relating to share-based payments 302 166
Additions 338 -
Impairment (charge)/reversal (391.1) 9510
End of year 9,403.7 97308

Shares in subsidiary undertakings represent the Company’s investment in Marks and Spencer plc and Marks and Spencer Heldings Lirmited

During the year, the Company purchased additional shares in Marks and Spencer Holdings Limited (£33 8m). This allowed Marks and
Spencer Holdings Limited to settle the contingent consideration that became payable during the year as a result of the investment
N Qcado Retail Limited.,

Impairment of investments in subsidiary undertakings

The Company evaluates its investments in subsidiary undertakings annually for any indicators of imgairment or impairment reversal
The Company considers the relalionship between its market capitalisation and the carrying value of its investments, among other
factors, when reviewing for indicators of impairment. As at 2 April 2022, the market capitalisation of the Group was significantly
below the carrying value of its investment in Marks and Spencer ple of £9,188.6m, indicating a potential imparment, despite stronger
Croup performance.

The recoverable amount of the nvestment in Marks and Spencer ple has been determined based on a value in use calculation

The Cormpany has updatled its assumptions as at 2 Apnil 2022, reflecting the latest budget and forecast cash flows covering a three-
year period. The pre-tax discount rate of 9.8% (last year. 8.9%) was derived from the Croup's weighted average cost of capital, the
inputs of which include a country risk-free rate, equily risk premium, Croug size premumn and a risk adjustment (bela). The long-term
growth rate of 2.0% (last year: 1 75%), was based on inflation forecasts by recognised bodies with reference to rates used within the
retail industry.

Tho Company has determined thal the recoverable amount of its investment in Marks and Spencer plc is £8,797.5m and as a resull

has recognised an impairment of £391 1m This impairment primarily relates to the mpact of market volatility on the discount ratc as

a result of the unfolding humanitanan crisis following the invasion in Ukraine and updated forecast cashflows, as restrictions on capital
expenditure imposed during the Covid-19 pandernic were lifted

Sensitivity analysis

As disclosed in the accounting policics note C1, the cash flows used within the valuc i use maodel, the long-term growth rate and
the discount rate are sources of estimation uncertainty Management has performed a sensitivity anatysis on the key assumptions
and using rcasonably possible changes would resull in the following impacts

— A 5% reduclion in cash flows from the three-year plan would result in an additional impairment charge of £447.8m
— A 50-basis point decrease in the long-term growth rate would result in an additional impairment charge of £479.1m
— A 50-basis painl increase in the discount rate would result in an additional imparrment charge of £534 8m

Inthe event that all three were to ocour simultancously, an additional impairment charge of £1,356.4m would e 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 relaled undertakings, the country of incorperation and the
effective percentage of equity owned, as at 2 April 2022 15 disclosed below. All undertakings are indirectly owned by the Company

unloss otherwise stated.

Subsidiary and other related undertakings registered in the UK™

Praportion of
snares hoeid

Propostion of
shares held

MNarne Snare C.ass (%) Name Share class (%)
Founders Factory Retail Limited £00007 ardinary 0004 Ocado Retail Limited £001 ordinary 50
Registered office: (25001% of Lotal capital) Registered Office:

Northcliffe House, £00001 Proference 100 Apollo Court 2 Bishop Square,

Young Street, London,
England, W8 5EH

(74999% of lolal capital)

Hatfield Business Park,
Hatfield, Hertfordshire,
United Kingdom, AL10 SEX

Hedge End Park Limijted f1 ordinary A -
Registered Office: 33 Holborn, (50% of total capital) Amethyst Leasing {Holdings) Limited £1 ordinary 100
London, ECTN ZHT £1 ordinary B 100 M&S Limited £1 ordniary 100
(50% of tolal capital) Manford (Textiles) Limited E1 ordinary 100
Mark_s and Spe:\t:er Company /A - Marks and Sparks Limited £1 ardinary 100
Archive (CIC}) (ii} k a5 £1 ord 100
- Marks and Spencer ardinary
réls;t:s:ndlr‘s‘fzes:;le;nt P Fartnership interest 100 {Morthern Ireland} Limited
L4 i Registered Office: Waterfront Plaza,
Marks and Spencer £1 ardinary A 100 g Laganbank Road, Belfast, BT1 3LR
Pension Trust Limited (i} £1 ordnary B —  Marks and Spencer Property £1 ordinary 100
£1 ordinary C - Developments Limited
Marks and Spencer plc {v) fO25 ordinary 100 Nobady's Child Limited LO01 ordinary -
Marks and Spencer Scottish Partnership interest 100 Registered Office: (72 310% of total capital)
Limited Partnership {iv} 10-11 Creenland Place, FOO1 Preference 100
Registered QOffice: Camden, London, NW1 0AP [27000% of tolal capital)
2-28 5t Nicholas Street, St. Michael (Textites) Limited L1 ordinary 100
Aberdeen, AB10 1BU
St. Michael Finance plc I ordinary 100
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FINANCIAL STATEMENTS

NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings continued

UK REGISTERED SUBSIDIARIES EXEMPT FROM AUDIT

The following UK subsidiarics will take advantage of the audil exernption sct out within scction 479A of the Compenics Act 2006 for the

year ended 2 April 2022, Unless otharwise stated, the undertakings listed below are registered at Waterside House, 35 North Wharf Road,
London, W2 INW, United Kingdom and have a single class of ordinary share with a nominal value of £1. All undertakings are indirectty

owned by the Company unless olherwise stated

Propartion Proportion
atf shares Compary of shares Carmpany
Name healdd (%) number Name Aeld (%) number
Amethyst Leasing (Properties} Limited 100 A746934 Marks and Spencer International Holdings Limited 100 2615081
Busyexport Limited 160 4411320 Marks and Spencer (Investment Holdings) Limited 100 13587353
Marks and Spencer (Initial LP} Limited {v) 160 50315365 Marks and Spencer 2005 100 5502520
Registered Office: No. 2 Lochrin Square, 96 (Parman House Kingston Store) Limited
Fountainbridge, Edinburgh, Midlathian, EH3 9QA Marks and Spencer 2005 (Pudsey Store} Limited 100 5507541
Marks and Spencer (Property Ventures) Limited 100 5507513 Marks and Spencer 2005 100 ©507507
Marks and Spencer 2005 (Brooklands Store) Limited 100 5507608 (Warringten Gemini Store) Limited
Marks and Spencer 2005 100 5507519 Marks and Spencer Holdings Limited {(v) 00 11845975
{Chester Satellite Store) Limited Marks and Spencer Hungary Limited 100 8540784
Marks and Spencer 2005 (Chester Store) Limited 100 5507547 Marks and Spencer Investments 100 4603061
(";.af'k;a": Spencer 2005 ) Limited 100 5507598 Marks and Spencer Property Moldings Limited 100 2100781
ife Road Kingston Store) Limite - P

g " - Ruby Properties (Cumbernauld) Limited 100 4922798
Marks and Spencer 2005 {(Glasgow Sauchiehall 160 5502546 Ruby P tee (Hordanomr e oo 716015
Store} Limited uby Properties (Hardwick) Limite
Marks and Spencer 2005 {Hedge End Store) Limited 100 5507538 Ruby Properties (Long Ez?ton) 'T"'T'te" 100 471603
Marks and Spencer 2005 {Kensington Store) Limited 100 5507478 Ruby Properties (Thorncliffe) Limited 100 4716110
Marks and Spencer 2005 100 5h07573  Ruby Properties (Tunbridge) Limited 100 4716032
{Kingston-on-Thames Satellite Store) Limited Simply Food (Property Investments} 100 5502543
Marks and Spencer 2005 100 53502570 Simply Food {Property Ventures) Limited 100 2239799
{Kingston-on-Thames Stcre) Limited Minterton Services Limited 100 4763836
Marks & Spencer Qutlet Limited 100 2039568  Marks and Spencer (Bradford) Limited 100 10011863
Marks & Spencer Simply Feods Limited 100 4738927 Marks and Spencer (Jaeger) Limited 100 13098077
Marks and Spencer (Property Investments) Limited 100 5502587 The Sports Edit Limited 77734 0331295
Marks and Spencer Chester Limited 100 5174129 Registered office: Studio 419, The Print Rooms,

Marks and Spencer France Limited 100 EEQZE4B 164/180 Union Street, London, SE1 OLH (vi)

The Company will guarantee Lhe debls and Labilities of the above UK subsidiary undertlakings at the balance sheet dale of £213rm
in accordance with section 479C of the Companies Act 2006 The Company has assessed the probability of loss under the guarantee
as remote.

(3 All companes reg stered ar Watorside House 35 North Wharf Road, London, W2 NW, Unted Kingdom unless otherwise slated

{1} No sharc capital as the compariy s armited by gaaraaiee Marks and Soencer p.cis the sole member

(1 JIn accordance wikn the artic es o assaciat on of Marks and Spencer Pension Trust Lrmited, the holders of B snd C ordnary shares are both directors of that company

(WiMarxs and Spencer {inima: | P L mited and Mar«s and Spencer Pension Trust L mited are the imeted partaers, Maris and Soencer ple s the Ceneral Partner

{v) Interest held grect.y by Marks and Spencer Croup plo

(v IMarks and Speacer pic holds 94 078% of A orainary shares @nd will acguire the remaiming A ordinary snares to br ng it up to 100% ance shareholder approval has seen abtaimed
at the AGM), 100% of B ordinary snares and 0% o C ordinary snares

International subsidiary undertakings®

Proportion Proport on
0OF chares of shares
Reqistered hela by Registered hielel by
Name aodrosy Country Snare class  subsichary (3} Narie adovess Countey Share class  cansdaty (%)
Marks and Minter Fllison Australia AUD ? Ordinary 100 Marks & 33-35 Frmou Groece £3 Ordinary BO(1v)
Spencer ‘Covernor Spencer Street, Athens €3 Preterence 100
{Australia) Macquane Tower' Marinopoulos Greece
Pty Limited Lovel 25 Greece SA
:)._F;:]rfjr Egj\;v(‘?ooo Ignazia lentage Fall Le  CGuernsey £1 Ordinary 39939
A] t i.{. Limited Marchant Street,
ustrala St Peter Port, GY 1
Marks and Unit 93-04 6/F. China USD NPV 100 4JH, Guernsey
Spencer Eco City 1788, - P
. Teranis Heritage Hall, Cuernsey £1 Ordinar 4999
(Shanghai) 1788 West Nan Limted Lo Mo ) Y
Limited Jing Road, Streel :‘:‘t Poter
Shanghai China Port. CY1 Ad-
Marks and Jemmicka 1128/1, Czech CA/K 1000 100 Guornsey
2‘!2";“ :}L‘(Gh(lfo Praha 7, Republic Ordinary M.S. General Fentage Hatl Cuernsey Partnership 95499
Rzecbl. Croch Republic CZK 106000 100 Insurance LP. Le Marchant Interest
epublic a.s - tzech Republc Crdinary Street, 5t Peter
C7K 1000000 100 Port, GY1 4JH
Orchnary Cuernsey
Marks and Jemnickd 1138/1, Czech CZK NPV 100
Spencer Michle, Praha 41 Republic
Services 140 00,
S5.RO Czech Republic
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

Proportion Proportion
of shares of shares
Registered held by Regrsterad held by
Name address Country Share class  subsidiary (%) Narne address Country Share class  subsidiary (%)
Marks and Suites 807-13, 8/F, Hong Kong No Par Value 100 Marks and Basisweg 10 Netherlands €100 Qrdinary 100
Spencer South Tower, Ordinary Spencer BV 1013 AP
{Hong Kong) World Finance Armstordam
Investments Centre, Harbour Netherlands
Limited E,gﬁ;,?(ﬂzm‘ Marks and Basisweg 10 Nethetlands  CAW Ordinary 100
— = Spencer 1043 AP
Marks and Tower C, RMZ Incha INR1C Crdinary 100 Stores BV. Amsterdam
Spencer (India) Millera, 4th Floor, Netherlands
Put Limited ba:re thng, i Marks & Aversda da Portugal €1 Ordinary 100
phy Road, 5 Liberdade 249, 8¢
Bangalare pencer ] 749, 8¢,
060008 Indiz (Portugal) Lda. 1250143, Licbon,
- : Portugal
Marks and Ath Floor, Court Inchia INR 10 Class A 51 - . N -
Spencer House, Lokmanya (14619% of total Marks and 77 Robinson Road, Singapore SGLD NPV 100
i i N Spencer #13-00 Robinson
Reliance India Tilak Marg capital) -
Pvt Limited  Dhobi Talao {Singapore} 7/ Singapore
Mumbai ' INR 1D Class B 100 Investments Q6RAI6,
400 602, India (435443 of total Pte. Ltd. Singapare
capital) Marks and Woolworths South Africa 7AR 2 Ordinary 100
INR 5 Class C - Spencer (SA) House, 93
(41837% of total (Pty) Limited Longmarket
capital) Street, Cape Town
Aprell Limited 24/29 Mary Strecl, (reland €125 Ordinary 100 8001, South Africa
bublin 1, Ireland Marks and 84 CEN H. M Romania RON 1830 100
Marks and 24-27 Mary Streat, Ireland Ordinary of 100  Spencer BERIHELOL Qrdnary
Spencer Dublir 1, €125 Romania SA Street, Space B,
{Ireland) DO1 YE83, freland (in liquidation) Room 5, Ground
Limited floor, 15t Lastrict,
- Bucharest,
Marks and 24-27 Mary Street, Ireland N/A _ Romanta
Spencer Dublin 1, Iretand -
Pensions Trust M&S C/Box Y Morer  Spam < Oradimary 100
{ireland) {Spain} S.L. 11
Company (in liquidation) local A Madnd
Limited By 28-Madnd g
Cuarantee Spain :Z>
M &S Mode Basiswog 10 Netherlands €100 Ordinary jop ~ Marks and Havalani Karsist  Turkey 1RL 2500 100 &
International 1043 AP Spencer istanbut Bunya Ordinary '13
BV. Amsterdarn Clothing Ticaret Merkezi n
Netherlands Textile Trading A3 Blok, Kat 11 =
J5.C Yesilkoy, Bakirkoy =l
Marks and Basisweq 10 Netherlands €450 Ordinary 100 Istanbul, Turkey z
Spancer 1043 AP m
{Nederland} Arnsterdarm 5
B.V. Nethorlands

NOTE: A numiber of the companies lsled are legacy companies which na longer serve any operational parpose

(i} The shares of allinternational subsidhary undertakings are held by companies within the Group other than the Company (Marks and Spencer Group plo)
(i) INR 5 Class C shares 100% cwned by JV partner

(inyNeo share capitalas the company s irmited by Quarantee

(v}70% of ordinary shares are owned by .V partner

C7 SHARE CAPITAL AND OTHER RESERVES

Issue of new shares

In July 2021, the Company reduced the nominal value of its ordinary shares from £0.25 to £0.01. The reduction was completed by
subdividing each £0.25 ordinary share in issue into one ordinary share of £0.01 and cone deferred share of £0.24. All deferred shares
were then bought back for total aggregate cansideration of £0.01 and cancelled, The Company's issued share capital remained
unchanged and each sharcholder's proportionate interest in the share capital of the Cornpany remained unchanged. Aside from
the change in nominal value, the right s attaching to the ordinary shares (including voting and dividend rights and rights on a return
of capital) remain unchanged. The repurchase and cancellation of the shares resulted in an increase to the Company's capital
redemption reserve of £4699m

Merger reserve

The Company's merger reserve was created as part of a Group recrganisation that occurred in 2001/02 and has an economical
relationship to the Company's investrnent in Marks and Spencer plc. in 2018/19, an armount equal to the impairment charge of £1,086.3m
was transferred from the merger reserve 1o retained earnings as that amcunt had becorme a realised profit in accordance with

TECH 02/17 Following the reversal of impairment recognised in 2019/20, an amount equal Lo the reversal of £951.0m was transferred
from retained earnings Lo the merger reservce, in accordance with TECH 02/17. In the current year, an ameunt equal to the impairment
of £391.1m has been transferred from the rmorger reserve to retained earnings in accordance with TECH 02/17
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FINANCIAL STATEMENTS

GROUP FINANCIAL RECORD

2022 2021 2020 2000 2018
52 weeks 53 weeks 57 weeks L2 weeks h7 wooks
£m £n irn tm £m
Income statement
Revenue'
UK Clothing & Home 3,308.3 2,2390 3,209 3,4998
UK Food 6,639.6 61385 60287 5903 4
Total UK 9,947.9 83775 9,237,3 94032 496110
Inlernational 937.2 7894 9446 9741 1,087.2
Revenue before adjusting items 10,885.1 91663 10,1819 10,3773 10,6986.2
Adjusting items included In revenue - (11.2) - - -
Revenue 10,885.1 91557 101819 103773 106982
Operating profit/{loss)’
UK Clothing & Home 330.7 (1308) 2239 3552
UK Food 2778 2286 2367 2129
Ocado 13.9 784 26 - ~
Other 13.0 19 1638 270
Tolal UK 635.4 178.1 4800 5951 5354
International 73.6 7 441 1107 1305 1352
Total operating profit before adjusting items 709.0 2222 54907 7256 6706
Adjusting itermns included in operating profit {136.8) {2529) (3359) (427 5) (514.1)
Total operating profit/(loss) 572.2 (30.7} 2548 298.1 1565
Nat interest payable (199.3) {219.1) 2112) (2297) (107.4)
Pension finance income 13.2 472 236 258 177
Net finance costs before adjusting items (186.1) (1719) (1876) (213.9) (89.7)
Adjusting Lems included in net finance costs 5.6 (6.8) - - -
Net finance costs (180.5) (1787) {187 6) (2139) (89.7)
Profit before tax and adjusting items 522.9 503 4031 5117 5809
Profit/(loss) on ordinary activities before taxation 391.7 (209.4) 672 842 66.8
Income tax (expensc)/credit (82.7} 8.2 (39.8) (339) (37.7)
Profit/{loss) after taxation 309.0 (201.2) 274 453 291
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GROUP FINANCIAL RECORD CONTINUED

2022 2021 2020 2019 2018
52 weeks 53 weeks 52 weeks 52 weeks 52 weeks
Basic earnings/
Weighted average
Basic earnings por share! ordinary shares in issue 15.7p (10.p 1.3p 25p 16p
Adjusted basic earnings/
Weighted average
Adjusted basic earnings per share' ordinary shares in issue 21.7p 1.4p 167p 23.7p 27 8p
Dividend per share declared in
respect of the year - - 39p 13.3p 187p
Adiusted carnings per
Dividend cover share/Dividend per share - - _A3x 1 8x 15x
Operating profit before
Retall fixed charge cover depreciation/Fixed charges 3.5x 20x 34x 36X 3.8x
Statement of financial position
Net assets (£m) 2,917.9 22858 37085 24692 29542
Net gebt (£m) 2,698.8 35159 39506 39815 18275
Capital expenditure (£m} 300.2 1469 3320 2945 3005
Stores and space
UK stores 1,035 1,037 1,038 1,043 1,035
UK seling space (m sq ft) 16.7 16.8 16.8 17.2 176
International stores 452 472 4383 445 429
International selling space (m sq ft) 5.0 5.1 50 49 52
Staffing (full-time equivalent)
UK 42,550 44423 49,094 h05L78 53,273
International 4,558 4,754 4,894 4862 5.655

The abowve results are prepared under IFRS for each report ng penod an a consistent basis, with the exception of the gdoption of iFRS 9 and “RS 1510 2019 tor which cormparative
penods have not been restated and the adoption of IFRS 161 2070 for which the comparative penod of 2019 has beenrestated

I Based anconZinuihg operations
7 FExcluoes accrued interesy
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FINANCIAL STATEMENTS

GLOSSARY

The Group tracks a number of alternative performance measures in Managing its business, which are not defined or specified under
the requirements of |FRS because they exclude amounts that are included in, or include amounts that are excluded from, the most
directly comparable rmeasure 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 Lhese aitermative performance measures, which are nol considered to be a substitute for or superior to IFRS
rncasures, provide stakeholders with additional helpful information on the performance of the business. These alternative performance
megasures are consistent with how the business performance is planned and reported within the internal management reporting to
the Board Somec of these alternative porformance measures are also uscd for the purpose of setling remuncration {argets.

These alternative performance measures should be viewed as supplemental to, but not as a subslitute for, measures presented inthe
consolidated financial information relating Lo the Croup, which are prepared in accordance with IFRS. The Group belicves that these
alternative performance measures are useful indicalors of its performance. However, they ray not be comparzble with similarly-titled
measures reporled by other companies due to differences in the way they are ¢alculated.

Closest eguivalent Reconciling items
APM statutory measure to statutory measure Definition and purpose

]ncome statement measures

Sales Revenue Consignment sales Sales includes the gross value of consignrent sales (excluding VAT)
before the impact of adjusting tems

Clothing & Horne None Not applicable Where third-party branded goods arc sold on a consignment basis, only

store/Clothing & Lthe commission receivable s includad in stalutory revenue. This

Home online sales measure has been introduced given the Group's focus on launching

and growing third-party brands and is consistent with how the business
performance is reported and assessed by the Board and the Executive
Commiltee

Clothing & Home revenue through stores and through the Clothing & Hormne
online platforms. These revenues are reported within the UK Clothing
& Home segment results. Store revenue excludes revenue from “shop your
way” and click & callect, which are mctuded in online reveniue The
growth in revenues on a ycar-on-year basis 1s a good indicator of the
performance of the stores and online channels

The growlh inrevenues on a year-on-year basis s a good indicator of the
performance of the stores and online channeals

2021/22 2020071
£m T %
UK Clothing & Home
Store sales! 2,2095 10889 1029
Consignment sales (8.6) -
Store revenue 2,2009 10889 102.1
Ontine sates’ 7 1,122.7 1,109 7 12
bomsignment sales (15.3) -
Online revenue 1,107.4 1,109.7 (02)
UK Clothing & Home sales'
- 52-week basis 3,3322 2,1985 516
Consignment sales (23.9) -
UK Clothing & Home revenue
- 57-week basis 3,308.3 21986 505
Week 53 ~ 404
Total UK Clothing
& Home revenue 3,308.3 22390 478
UK Ciothing & Home srore 52105 exciades reven e rram “shon yaour w3y ans ook & colect,

wicnare nclades AU C othung & Fome onbine sales

There 1s ne materal difference between sales and revenue for UK Food
and International.
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GLOSSARY CONTINUED

Closest equivalent
APM statutory measure

Reconciling items
to statutory measure

Definition and purpose

Income statement measures continued

Like-for-like
revenue growth revenue per
the income

statement

Movement in

Revenue from
non like-for-lUke
stores

The period-on-period change in revenue (exctuding VAT) from stores
which have been trading and where there has been no significant
change (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
sales performance. It excludes the impact of new stores, closed stores
or slores with significant footage change.

2021/22 2020/2:

£m £m
UK Food
Like-for-like 6,414.1 583 11
Net new space! 2255 1637
Weck 53 - 1437
Total UK Food revenue 6,639.6 65,1385
UK Clothing & Home
Like-for-like 3,2183 2,164.5
Net new space 90.0 341
Week 53 - 404
Total UK Clothing & Home revenue 3,308.3 2,2390

1 UK Food net new space :ncludes sales to Onado Retal Limited

Food ex hospitality  Movement in

and franchise revenue per
the income
statement

Revenue from
hospitatity
and franchise
categories and
sales to Ocado
Retail Limited

The period-cn-period change in Food revenue (before sales to Ocado
Retail Limited) excluding Lhe hospitality and franchise categories’
revenue {excluding VAT). The hospitality category includes cafes,
counters and marketplace. This measure is based on Food total revenue
rather than like-for-like revenue which was presented in the 2020/2 1
annual report. This measure is used to provide consistency with other
measures provided within this report.

2021722 2020421
£m frn %

UK Food

Revenue 6,639.6 56,1385 8.2

Sales to Ocado Retail {32.1) (24.2) 326

Hospitally {167.0) (54.0) 2093

Franchise (586.6) (438.4) 338

Food ex hospitality

and franchise 5,853.9 56219 4.1

M&S.com revenue/  None
Online revenue

Nol applicable

Total revenue through the Croup’s online platforms. These roevenues
are reported within the relevant UK Clothing & Home, UK Food and
International segment results. The growth in revenues on & year-on-
vear basis is a good indicator of the performance of the online channel
and is a measure used within the Croup's incentive plans. Refer Lo the
Remuneration Reporl for an explanation of why (this measure is used
within incentive plans.

Internztional online  None

Not applicable

International revenue through International online platforms. These
revenues are repeorted within the International segment results The growth
in revenues on a year-on-year basis is @ good indicator of the performance
of the online channel This measure has been introduced given the Croup’s
focus on online sales.

202122 2020471
£m £m %
International revenue
Stores 764.7 6136 246
Online 1725 165.7 41
Weck 53 - 10.1
At reported currancy 937.2 789.4 187
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FINANCIAL STATEMENTS

GLOSSARY CONTINUED

APM

Closest equivalent

statutory measure

Reconciting items
to statutory measure

Definition and purpose

Income statement measures continued

Revenue growth at
constant currency

None

Not applicable

The period-on-period change in revenue retranslating the previous
year revenue at the average actual penodic exchange rates used in Lhe
current fingncial year. This measure is presented as a means of eliminating
the effects of exchange rate fluctuations on the penod-on-period
reported results.

2021/22 2020021
£m £m k3

International revenue

At constant currency 937.2 7518 230

impact of FX retranslation - 175

International revenue -
52-week basis 93712 7793 203

Week 53 - 01

At reported currency 937.2 7894 18.7

Adjusting items

Nono

Not applicable

Those items which the Croup excludes from its adjusted profit metrics
in order to present a further measure of the Croup's performance.
Each of these iterns, casls or incomes, is considered Lo e significant
in nature and/or quantum or are consistent with iterns treated as
adjusting in prior peneds. Excluding these items from profit metrics
provides readers with helpful additional infermation on the
perforrmance of the business across periods because it s consisient
with how the business performance s planned by, and reported Lo,
the Board and the Executsve Commiliee.

Reovenue before
adjusting iterns

Revenue

Adjusting itcms
{See note 5)

Revenue before the impact of adjusting items, The Group considers this
Lo be an important measure of Croup performance and is consistent
wil by how the business performance s reported and assessed by the Board
and the Exccutive Committee. This measure has been introduced as
certain adjJstments have boen made to rovenue for the first time in
accordance with the Group's policy for adjusting itams,

Operating
profit befcre
adjusting items

Operating profit

Adjusting itermns
(Sce note &)

Operating profit before the impact of adjusting itenmns. The Group considers
this to be animportant measure of Croup performance and 1
consistent with how the business performance is reported and
assessed by the Board and the Excculive Commillee

Finance
income before
adjusting items

Finance income

Adjusting items
(See note 5)

Finance income before the impact of adjusting items. The Group
considers this to be an important measure of Group performance and
15 consistent with how the business performance is reported and
assessed by the Board and the Executive Committee,

Finance costs
before adjusting
itermns

Finance cosls

Adjusting tems
(See note 5)

Finance costs before the impact of adiusting items. The Group
considers this 1o be an important measure of Group performance and
is consistent with how the business performance is reported and
assessed by the Board and Lhe Executive Committeo.

Not interest
payable on leases

Finance income/
costs

Finance income/
costs
(See note 6)

The net of interest mcome on subleases and interest payable on lease
liabilities. This measure has been introduced as il allows the Board and
Executive Cornmittee to assess the imnpact of IFRS 16 Leases

Net financial Finance Finance Catculated as net finance costs, excluding interest on leases and adjusting
interest incorng/rosts Income/costs items. The Croup considers this to be an important measure of Group
{See note 6) performance and is consistent with how the business performance 1s

reported and assessed by the Board and the Executive Commitlee

EBIT befare EBIT' Adjusting items Calculated as profil before the impact of adjusting items, net finance

adjusting items (Sce note 5) costs and tax as disclosed on the face of the consolidated income
staternent. This measure is used in calculating the return on capital
employed for the Croup.

Ocado Retail EBIT Not applicable Calculated as Ocado Retail Limited earnings before interest, tax,

Limited EBITDA

deprecialion, amortisation, impairment and exceptional tems.

Profit before tax

and adjusting Ltems

Profit before tax

Adjusting items
(See note 5)

Profit before the impact of adjusting items and tax The Group
considers this to be an important measure of Croup performance
and is consistent with how the business performance is reported and
assessed by the Board and the Executive Committee,

This is a measure used within the Croup's incentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
within incentive plans
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GCLOSSARY CONTINUED

APM

Closest equivalent
statutory measure

Reconciling items

to statutory measure

Cefinition and purpoase

Income statement measures continued

Adjusted basic
earnings per share

Farnings
per share

Adjusting items
(See note 5)

Profit after tax attricutable to owners of the parent and before the impact
of adjusting itermns, divided by the weighted average number of ordinary
shares inissue during the financial year.

This is 2 measure used within Lthe Croup’s incentive plans, Refer to the
Remuneration Report for an explanation of why this measure is used.

Adjusted diluted
earnings per share

Diluted earrnings
per share

Adjusting items
(See note 5)

Profit after tax allributable to owners of the parent and before the
impact of adiusting itermns, divided by the weighted average number of
ordinary shares in issue during the financial year adjusted for the
glfucls of any polentially dilutive options.

Fffective tax
rate before
adjusling tems

Effective tax rale

Adjusting items
and thor

{ax impact

{Sce nole 5)

Total income tax charge for the Croup excluding the tax impact of
adjusting itermns divided by the profit before tax and adjusting items.
This measure is an indicator of the ongoing tax rale for the Group.

52-week
basis for Lthe
2020/21
financial ycar

Corresponding
equivalent
stalutory measure

Last trading
week of 2020/21

The Croup's financial year ends on the nearest Saturday to 31 March.
The current financial year is for the 52 weeks ended 2 April 2022 with
the comparative financial year being for the 53 wecks ended 3 April
2021 In order to provide comparability with the prior yecar resulls,
adiustments have been made to the 2020/21 53-weck income
statement to remove sales, operating costs and other ilems relating to
the tast trading week of the 2020/21 financial year. In determining the
weck 53 adjustment, revenue and cost of goods sold ropresent the actual
trading performance in thal weck, with overhead expensces allocated
proportionally to week 53.

Exclude 202042
2021722 week 53 e
£m Frn bas.s .
Revenue ?,
UK Food 6,138.5 (143.7) 50948 3
UK Clothing & Home 22390 (40.4) 2,986 c
Total UK Retail 83775 (184.1) 81934 E
International 789.4 (10.1) 7793 z
Total Croup 91669 (194.2) 89727 é
Operating profit/(loss)
before adjusting items
UK Food 2286 (150) 2136
UK Clothing & Home (130.8) 1.4 (1294)
International 447 10 451
Adjusted profit before tax
Total Group 503 (8.7) 416
Loss before tax
Total Group (209 4) 82 (2012)
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FINANCIAL STATEMENTS

—
GLOSSARY CONTINUED
Closest eguivalent Reconciling items
APM statutory measure to statutory measure Definition and purpose

Balance sheet measures

Net debt comprises tolal borrowings (Bénk and bonds net of accrued

Net debt None Reconciliation
of net debt interest and lease liabilities), the spot foreign exchange component of net
(sce note 27) dervative Ninancial instruments that hedge the debt and the Scottish
Limied Partnership liability to the Marks and Seencer UK Pension Scheme
less cash, cash equivalents and unlisted and short-term investments. Net
debt does not include contingent consideration as it 1s conditional upon
fulure events which are not yel certain at the balance sheet date,
This measure s a good indication of the strength of Lhe Croup's
palance sheet position and is widely used by credit rating agencies.
Net debt None Reconciliation Calculated as net debt Less Llease lisbilities This measure is a good
excluding af net debt indrcation of the strerigth of the Group's balance sheet position and is

lease labilitics

(soc note 27)
Lease liabilities
(s¢ce note 20}

widely used by credit rating agencics

Cash flow measures

Net cash inflow
from operating
aclivitics

Free cash flow
after shareholder
returns

See Financial
Review

The cash generated frorm the Croup's operating activities less capital
expenditlure, cash lease payments and interest paid.

This measure shows the cash retained by the Croup in the year

Net cash inflow
from operating
activitios

Froe cash flow

See Financial
Review

Calculated as the cash generated from the Group's operating activities
less capital expenditure and inlerest paid, excluding returns o
shareholders {dwidends and share buyback).

This measure shows the cash generated by the Group during Lhe year
that is available for relurning to shareholders and is used within the
Croup's incentive pians.

Other measures

Covid-19
scenaria

None

Not applcable

As part of Lthe Croup's normal financial planning process, the Board
approved Lhe 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 Croup revisited the 2020/21
budget and three-year plan to delermine a downside scenario.

The downside scenario assumed the government guidelines at the period
end continued for a period of at least four ronths, resulting N a significant
decline in salas (or the remainder of 2020/21, as odtlined in the

basis of preparation in the Group's 2020 Annual Report and

Financial Statements

This downside scemario was approved by Lhe directors and is defined
as lhe Covid-19 scenario.

Capital None

expenditure

Not applicable

Calculated as the purchase of propgerty, plant and equipment,
investment property and intangible assels dunng the year, less
proceeds from asset disposals excluding any assets acquired or
disposed of as part of a business combination or through an
investrment man associate,
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GLOSSARY CONTINUED

Closest equivalent Reconciling items
APM statutory measure to statutory measure Definition and purpose
Other measures continued
Return on capital None Not applicable Calculated as being EBIT' before adjusting items divided by the average
cmployed ("ROCE™) of opening and closing capital employed The measures used in this
calculation are set out below:
2021722 20200
£m £m
EBIT before adjusting items 709.0 22272
Net assets 2,917.9 22858
Add back:
Partnership lability to the
Marks & Spencer UK Pension Scherne 192.3 1935
Deforred tax lablities 187.2 423
Nen-current borrowings and
olher financial liakilities 3,561.0 36599
Retirement benefit deficit 5.7 78
Derivative financial instruments - 736
Current tax labilities 340 -
Less:
Investrnent property (15.0} (15.2)
Deornvative financial instruments {61.4) -
Retirernent benefit asset {1,043.9) (639.2)
Current tax assets - (354}
Net operating assets 57778 55731 n
Add back: Provisions related £
to adjusting items 1249 1008 &
Capital employed 5,902.7 56739 E
Average capital employed 5,788.3 58748 E
ROCE % 12.2% 3.8% x
This measure is used within the Croup’s incentive plans. Refer to the @
Remuneration Repert for an explanation of why this measure is used
within incentive plans.
1 FRITIsno” detimed witkin FRS but i a widey accepien orob b measure ceing @3rning: be’ore mierest are tax
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COOoD THINGS HAPPEN EVERY
TIME YOy SHCOP

SP RKS @

LT

NOTICE OF
ANNUAL GENERAL
MEETING 2022

Tuesday 5 July 2022 at 11lam

Held at, and broadcast from, Waterside House
35 North Wharf Road, London W2 1INW

This document is important and rEAuines your immedinte attention

If you are in any doubt as to the action you should take, you should immediately consull
your stockbroker, bank manager, solicitor, accountant or ather independent professianal
adviser autharised under the Financial Services and Markets Act 2000 if you are resident in the
United Kingdom or, if you reside elsewhere, anather appropriately autharised financiat adviser.
if you have sold or otherwise transferred all your shares in the Company, piease forward this
document and accompanying dacuments {except any personalised form of proxy, if applicable)
to the purchaser or transferee, or to the stockbroker or other agent through whorn the sale
or transfer was effected, for transmission to the purchaser or transferee.
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DEAR SHAREHOLDER

ANNUAL GENERAL MEETING (“AGM™)

As we have noted in our Annuzl Report,
the ACM is a key date in the Board's
calendar Alongside presenting the
Company's parformance and strategy Lo
shareholders, it is the Board's cpportunily
to listen and respond to your guestions.

Last year's digital AGM once again
received Nigher levels of shareholder
engagement than the previous year's.
As such, we heard views and received
questions from far more of you than in
recent years, and particularly whon
compared with our physically held
meetings. Woe are therefore confident,
that our approach to a digitally-enabled
ACM is far more accessible, engaging
and demorcratic.

For this reason, the 2022 AGM will
again be a fully digitally-enabled
meeting, broadcast from M&S'
Waterside House Support Centre
at 1lam on 5 July 2022.

I'm very plegsed thal we will also be joinad
by Anita Anand who will be acting as this
year's shareholder advocate. Anita will be
known to many of you as a leading radio
and lelevision broadcaster, journalist and
author. As your shareholder advocate,

she will ensure your vicws and guestions
are pul to the Board.

For stalutory and regulatory purposes,
the place of meeting will be Waterside
House, 35 North Wharf Road, London
W2 INW. Shareholders arc mvited to
participate in the ACM clectronically via
the Lumi AGM platform, which you can
access by logging on to https:/fweb,
lumiagm.com/124-849-127. On this
website, you will be able to submil
questions and your vating instructions,
both during the meeting and in advance.
A step-by-step guide on how te join the
meeting electronically and submit your
votes and questions can be found on
page 209

We strongly encourage you to log onand
submit any questions you might have in
advance of the meeting, so that your
views are heard cven if you are unable to
participate Live.

Shareholders are advised not to
travel to the venue on the day, as the
meeting will be fully digitally enabled.
Board membaors will not be available for
interaction with shareholders in person,
as they will be taking part in the meeting
broadcast under studic conditions.

Any shareholders travelling to the venue
against the Board's recommendation
will be advised to join the meeting
electronically, and will be provided

with assistance to do so, il needed
Refreshments will not be provided.

YOUR VOTE COUNTS

Your vote is important te us. You can

- Join the AGM live online and vole
electronically via the Lumi AGM
platform. Pleasc see page 209 of
this Notice for further details.

- Register your proxy vote electronicatly
by logging on to either the Lumi ACM
platform, our Registrar’s website,
shareview.co.uk, or by using the service
offered by Furoclear UK & Ireland
Limited for memibers of CREST.

- Complete and return a paper proxy
form (enclosed with this Notice if you
have electad for hard copy documenis,
or otherwisc available from Equiniti on
request, by calling the shareholder
helpline on 0345 609 0810).

« | AM PLEASED TO ANNOUNCE THE
21ST ANNUAL GENERAL MEETING OF

MARKS AND SPENCER GROUP PLC
WILL BE HELD ON 5 JULY 2022. »

Nick Follard, General ounsel and Company Secretary

VOTING BEFORE THE MEETING

All shareholders are encouraged Lo vote
either in advance or cn the day. There
are soveral ways to submit your voting
instructicns before the mecling, which
are avaitable from the publication date
of this Notice:

() The Lumi ACM platform.

{2} Equinil's Shareview website.

(3) The CREST or Proxymity electronic
proxy appointment platforms.

4} By comgleting and returning a paper
proxy form

Voles submitted electronically via the
Lumi or Shareview wcbsites, or via the
CREST or Proxymity platforms, (options 1,
2 and 3 above) should be registered by
no later than 11am on Friday 1 July 2022
After then, you will no longer be able to
submit your proxy vote via Shareview,
CREST or Proxymity. Voting via the

Lurmi website will also close at this time,
but will reopen for voting on the day of
the meeling,

Paper proxy votes (option 4 above} musl
be received by no later than 11am on
Friday 1 July 2022. Paper proxy forms
arc available from Equiniti on reguest,
you can call our shareholder helpline on
0345 609 0810, or use any of Equirti’s
alternative contact details listed on
page 210.

You will be able to vote in one of three
ways for each of the resolutions *For”,
“Againsl” or “Vote Withheld” Please note
that a “Vote Withheld' is not a vote in
law and will not be counted in tho
calculation of votes “For” and “Against”
each resolution.
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NOTICE OF MEETING 2022

NOTICE OF MEETING 2022
CONTINUED

JOINING THE MEETING AND
VOTING ON THE DAY

You can watch the broadeast tive, vote and
ask questions on the day of the meeting
via the Lumi wabsite. Please refer to pages
208 to 209 for instructions on how to join
the meeling and submit your votes and

) f the ACM
questions on the day. © G

Voling on all resolutions on the day will
e by way of a poll and the Lumi website
will recpen at 2.30am on Tuesday 5 July
for this purpose Votes can be cast once
the Chairman has declared the poll open.

QUESTIONS

On the day, your guestions will be

Itis, of course, imporiant to us thal we
have the opportunity Lo hear from you,
our sharehotders, directly. You will have
the opportunity to ask a guestion live
during the rmecting by telephone; full
details and instructions witl be provided
on the Lurni AGM platform on the day

VOTING RESULTS

In 2021, all resolutions were passed at the
meeting with votes ranging from 93.27% to
99 98% 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 201 to 202,

M&S WEBSITE

If you would like to ask your question

at the ACM in person, you can

send us a video recording of

yourself asking your question by

email Lo AGMquestionsubmission@
marks-and-spencer.com, to be received
by no later than 5pm on Friday 1 July.

Qur corporate website,
marksandspencer.com/thecompany,
is the principal means we use to
communicate with our shareholders.
There is a wealth of information
online including.

poscd to the Board by Anita Anand
Where we receive a number of questions
covering the same topic, Anita will group
these 1o address as many of your queries
as possible.

The resulls of the voting witl be
announced through a Regulalory
Information Service and will be publshed
on our websile, marksandspencercom/
thecempany, on 5 July 2022, or as soon
as reasonably practicable thereafter

A copy of our full Annual Report,
which includes our Strategic Report.

All the latest M&S news, press
releases and investor presentations.

A detailed account of our approach
to corporate governance at M&S.

EXPLANATORY NOTES TO THE RESOLUTIONS

TO RECEIVE THE REPORTS AND ACCOUNTS .I

The Board asks that shareholiders receive the Annual Report
and Financial Statements for the 52 weeks ended 2 April 2022

APPROVAL OF THE DIRECTORS’ 2

REMUNERATION REPORT

The Directors’ Remuneration Report sets out the pay and
penefits recaived by each of the directors for the year ended

2 April 2022. in line with legislation, this vote is advisory and the
directors’ entitlerment to remuneration is not conditional on it.

ELECTION OF DIRECTORS 3 "‘1 3

The directors believe that the Board continues to maintain an
appropnate balance of knowledge and skills and that all the
non-executive directors are independent in character and
judgement. This follows a pracess 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),

As announced on 10 March 2022, Steve Rowe will stand

down as CEQ on 25 May 2022 as part of a planned succession
programme, Stuart Machin and Katie Bickerstaffe will both join
the Board on 25 May 2022 as CEQ and Co-CEQ respectively.
Stuart joined M&S as Food Managing Director in April 2018
with nearly 30 years experience in the food, fashion and
home retail sector, and was appointed joint Chief Cperating
Officer in May 2021. Katie previously served on the Board as a
non-executive director from 2018, bringing extensive
experience of digital, retail and operations and {eading
consumer-focused businesses. She joined the business as
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Chief Strategy and Transformation Director in April 2020 and
was later appointed Chief Operating Officer in May 2021

The Beard notes that while Andy Halford has been a
non-exccutive director for more than nine years, he is

still considered to be independent in both character and
judgement. He has no other significant links to the Company,
and continues ta make an effective and valuable contribution.
The Board believes Andy's re-election will provide valuable
continuity during the CEO transition. Further details on the
Board's assessment of Andy’s independence can be found in
the Annual Report on pages 59 and 67

In accordance with the UK Corporate Governance Code, all
directors will stand for election or re-election, as relevant, at the
ACM this year. Biographies are available on pages 60 and 61 of
the Annual Report, with further details available on our website,
marksandspencer.com/thecompany. It is the Board's view that
the directors’ biographies ilustrate why each director's
contribution is, and continues to be, important to the
Company's long-term sustainable success.

APPOINTMENT AND
REMUNERATION OF AUDITOR

14-15

On the recormmendation of the Audit Committee, the Board
proposes in resolution 14 that Deloitte LLP be reappointed as
auditor of the Company.

Resolution 15 proposes that the Audit Committee be
authorised to determine the level of the auditor's remuneration.
AUTHORITY TO MAKE

POLITICAL DONATIONS 16

The Companies Act 2006 (the “2006 Act”) prohibits companies
from making political donations to UK political organisations or
independent candidates, or incurring UK political expenditure,
unless authorised by shareholders in advance.




EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

The Company does not make, and does not intend to
make, donattons to political crganisations or independent
election candidates, nor does it incur or intend to incur any
potitical expenditure.

However, the definitions of political donations, political
orgenisaticns and political expenditure used in the 2006

Act are very wide. As a result, they can cover activities such as
sponsorship, subscriptions, payment of expenses, paid leave
for employees futfilling certain public duties, and support for
baodies 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 Investment Association (*1A"), this resclution is put to
shareholders annually rather than every four years as required
by the 2006 Act.

RENEWAL OF THE POWERS
OF THE BOARD TO ALLOT SHARES

17

Paragraph {A) of this resclution 17 would give the directors

the authority to atlot ordinary shares of the Company up

te an aggregate nominal amount equal to £6,529,881.95
(representing 652,988,195 ordinary shares of £001 each).

This amount represents approximately one-third (33.33%) of

the Company’s issued ordinary share capital as at 24 May 2022,
the latest practicable date before the publication of this Notice.

In line with guidance issued by the 1A, paragraph (B) of this
resolution would give the directors autherity to allot ordinary
shares in connection with a rights issue in favour of ordinary
shareholders up to an aggregate nominal amount equal to
£13,059,76391 {representing 1,305976,39) ordinary shares),

as reduced by the nominat amount of any shares issued under
paragraph (A) of this resolution. This amount (before any
reduction) represents approximately two-thirds (66.66%) of the
Company’s issued ordinary share capital as al 24 May 2022,

the latest practicable date before the publication of this Notice.

The authorities sought under paragraphs {A) and (B) of this
resolution will expire at the conclusion of the ACM in 2023 or
on 1 Qctober 2023, whichever is sooner. The directors have no
present intention to exercise either of the authorities sought
under this resoluticn; however, the Board wishes to ensure that
the Company has maximum flexibility in managing the Croup's
capital resources.

As at the date of this Notice, no shares are held by the
Company in treasury.

AUTHORITY TO DISAPPLY
PRE-EMPTION RIGHTS 1 8 '1 9

Resolutions 18 and 18 are proposed as special resolutions. If the
directors wish to allot new shares or other equity securities,

or sell treasury shares, for cash (other tham in connection with
an employee share schems), company law requires that these
shares are first offered to shareholders in proportion to their
existing holdings.

At last year's ACM, a special resolution was passed, in line with
institutionat shareholder guidelines, empowering the directors
to allot equity securities for cash without first offering them to

existing shareholders in proportion to their existing holdings.

It is proposed, under resolution 18, that this authority be
renewed. if approved, the resclution will authorise the directors
to issue shares in connection with pre-emptive offers, or
otherwise to issue shares for cash up to an aggregate nominal
armount of £979,482.29 (representing 97,948,229 ordinary shares)
which includes the sale on & non-pre-emptive basis of any
shares the Campany holds in treasury for cash. This aggregate
nominal amount represents approximately 5% of the
Company’s issued ordinary share capital as at 24 May 2022,
being the latest practicable date before the publication of

this Notice.

The Pre-Emption Group's Statement of Principles also supports
the annual disapplication of pre-emption rights in respect of
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 Lreasury shares) and are used cnly in connection with an
acquisition or specified capital investment. The Pre-Emption
Croup’s Staternent of Principles defines “specified capital
investrment” as meaning one or more specific capital
investment related uses for the proceeds of an issue of equity
securities, in respect of which sufficient information regarding
the offect of the transaction on the Company, the assets the
subjoct of the transaction and (where appropriate) the profits
attributable to them s made available to shareholders to
enable them Lo reach an assessment of the potential return.

Accordingly, the purpose of resolution 19 is to authorise the
directors to allot new shares and other equity securities
pursuant to the allotment autherity given by resclution 17,

or sell treasury shares for cash, without first being required to
offer such securities to existing shareholders, up to a further
nominal amount of £979,482.79 (representing 97,948,229
ardinary shares), being approximately 5% of the Company’s
issued ordinary share capital as at 24 May 2022, the latest
practicable date before the publication of this Notice. The
authority granted by this resolution, if passed, will only be used
in cannection with an acquisition or specified capital investment
which is announced contemperanecusly with the allotment,

or which has taken place in the preceding six-month period
and is disciosed in the announcement of the issue. If the
authority given in resolution 19 is used, the Company witl
publish details of its use in its next Annual Report.

The authority granted by resolution 19 would be in addition

to the general authority to disapply pre-emption rights under
resolution 18. The maximum nominal value of equity securities
that could ke allotted if both authorities were used would be
£1,958,964.59, which represents approximately 10% of the
Company's issued ordinary share capital as at 24 May 2022,
being the latest practicable date before the publication of
this Notice.

The directors intend to adhere to the provisions in the
Pre-Emption Group's Staterment 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 18 in cxcess of an amount equatl to 75% of the
total issued ordinary share capital of the Company, excluding
treasury shares, within a rolling three-year pericd, other than:

(i) with prior consultation with shareholders; or

(i) in connection with an acquisition or specified capital
investment which is announced contemporanecusly with
the allotment or which has taken place in the preceding
six-maenth period and is disclosed in the announcerment of
the allotment.
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NOTICE OF MEETING 2022
CONTINUED

EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

The directors have no current intention to aliot shares
except in connection with employee share schemes.
These autharitics will expire at the conclusion of the AGM
in 2023 or on 1 October 2023, whichever is sooner.

AUTHORITY FOR THE COMPANY TO
PURCHASE ITS OWN SHARES

20

Autherity is sought for the Company to purchase up to 10% of
its issucd ordinary shares renewing Lhe authority granted by
the shareholders at previous ACMs,

The directors have no present intention of exercising the
authority to purchase the Company's own ordinary shares;
however, this authority would provide them with the flexibility
to do soin the future, If the prevailing market conditions made
such purchases in the best interests of sharcholders generally

Ordinary shares purchased by the Company pursuant to

this authority may be held in treasury or may be cancelled.

It remains the Company’s intention to cancel any shares it
buys back rather than hold them in treasury. The Company
currently holds no shares in treasury. The resclution specifics
the minimum and maximum prices which may be paid for any
ordinary shares purchased under this authority, reflecting the
requirements of the Listing Rules.

The Company has options outstanding over 118 million
ordinary shares, representing 5.62% of the Company’s issued
ordinary share capital as at 24 May 2022, the latest graclicable
date before the publication of this Notice.

If the existing authority given at the 2021 AGM and the
authority now being sought by this resclution were to be fully
used, these aptions would represent 6.25% of the Company’s
ordinary share capital in issue at that date.

NOTICE OF
GENERAL MEETING 2]

In accordance with the 2006 Act, the notice period for generat
rneetings {other than an AGM}is 21 clear days notice unless
the Company:

(i) Has gained sharehoider approval for the holding of general
meetings on 14 clear days’ notice by passing a special
resolution at the most recent AGM; and

(i) Offers the facility for all shareholders to vote by
electronic means.

The Company would like to preserve its ability to call general
meetings (other than an ACGM) on 14 clear days' notice This
shorter notice period would not be used as a matter of routine,
but only where the fiexibitity is merited by the business of the
meeting and is thought to be in the interests of shareholders
as a whole.

Resolution 21 seeks such approval and, should this resolution
be approved, it will remain valid until the end of the next ACM
This is the same authority as was sought and granted at last

year's AGM,

Authority is sought to approve the renewal of the existing
Marks and Spencer Croup plc Share Inceritive Plan (*SIP7), which
is currently operated to enable employees to buy shares in the

SHARE INCENTIVE PLAN RENEWAL
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Company (ram their pre-tax salary (ShareBuy) The SiP

is a share incentive plan which was ariginally approved by
sharcholders in 2000 and was renewaed by shareholders at the
Cornpany’s Annual Cencral Meeting in 2012, The Cornpany is
seeking shareholder approval Lo amend and renew the SIP

to allow awards to continue to be made under it for a further
1C years. The main terms of the SIP are surmrnarised on

pages 206 to 207 of this Notice.

23

SECTION 190 TRANSACTION

Authorty is sought for the Company’s subsidiary, Marks and
Spencer plc (‘M&S plc), to purchase 565952 A Qrdinary Shares
in The Sports Edit Linuted (*TSE™), amounting to 4.8% of TSE's
issucd share capital from Mr. Justin King {the “JK TSE Shares”).

M&S plc acquired 77.7% of TSE's issued share capital in February
2022 as part of the Cormpany's third-party brands strategy for
Clothing & Home, and agreed simultaneously a timetable for
acquiring another 17.5% from TSE's owner/founder with the
ullimate aim of acquiring 100% of TSE's issued share capital.

The final 4.8% of TSE's issued share capital is currently owned
by Mr. Justin King, a Non-Executive Direclor of the Company.
As a result, purchase of the JK TSE Shares is conditional on the
passing of this resolution under Section 190 of the Act, as it

15 a sulstantial property transaction as defined in the Act.

The Board believe that the 100% acquisition of TSE is a strategic
investment and tearning opportunity; Lthe brand is well
positioned in the growing activewear market and has proven
capability in customer segmentation, brand curation and
emerging brand identification. Mr. Justin King has been a
minority sharcholder in TSE since 2018, which pre-dates his
appointment as a Non-Executive Director of the Company,
declared his interest in TSE upon appointment as a Non-
Executive Director of the Company and did not participate in
any decision-making regarding the acquisition of TSE.

Subject to shareholder approval, M&S plc will acquire the

JK TSE Shares from Mr. Justin King within five business days
of the ACM at a totat purchase price of £279,582. This price
amounts to £0.4904 per share, and is the same price per share
at which M&S ple acquired its current 77.7% holding of TSE
pursuant to a share purchase agreement in February 2022.

RECOMMENDATION

Your directors believe that the proposals described above are
in the best interests of the Company and its sharehotlders as a
whole, and recommend you give thern your support by voting
in favour of all the resolutions, as they intend to in respect of
their own beneficial sharehaoldings.

Yours faithfully,
Nick Aothmd

Nick Folland Ceneral Counsel and Company Secretary
London, 24 May 2022



MARKS AND SPENCER GROUP PLC

NOTICE OF MEETING

Notice is given that the Annual Generat
Meeting of Marks and Spencer Group
plc (the “Company”) will be held at

and broadcast from Waterside House,
35 North Wharf Road, London W2 TNW,
in accordance with the information
provided on page 208, on Tuesday

5 July 2022 at 11am (the “ACM")

for the purposes set out below.

Resolutions 1to 17 and 22 to 23 wilt

be proposed as ordinary resolutions, and
resolutions 18 1o 21 will be proposed

as speuaL resotutlons

I To receive the AnnuaL Report and
Financial Staterments for the 52 weeks
emded 2 Apn{ 2022

2. To apprave the Dwectors Remuneratlon
Report for the year ended 2 April 2022,

as set out on pages 95 to 107 of the
Annual Report

Tore- eLect the folLowmg dxroctors who are
secking annual re-election in accordance
W|th the UK Corporatc Govemance Code

3. Arch\e Norman

4, Eoin Tonge

5. Evelyn Bourke

6 FJona quson

7. Andrew F|sher

8. Andy HaLford

9, Tamara |mgram
10. Justin ng

5 JULY 2022

16. POLITICAL DONATIONS

To resolve that, in accordance with Section
366 of the Companics Act 20006, the
Company, and any cormpany which, al any
time during the period for which this
resolution has effect, 1s a subsidiary

of the Company, he and are authorisod to;

(A) make political denalions to political
parties or independent election
candidates, not exceeding £50,000
in total;

(B} make political donalions to political
organisations other than political
parties, not exceeding £50,000 in
Lotal; and

(C) incur political expendilure not
oxceeding £50,000 10 totat;

provided that the aggregate amount of
any such donations and cxpendifure shall
nol exceed £50,000, during the period
beginning with the date of the passing

of Lhs resolution and ending at the
conclusion of the ACM to be held in 2023
or on 1 October 2023, whichever is sconer.

For the purpose of this resolution, the
terms “political donations”, “political
parties”, “independent cleclion
candidates”, “political orgamsations”
and ‘politicat expenditure” have the
mcanings set out in Scclions 363 to
365 of the Companics Act 2006

17. DIRECTORS’ AUTHORITY
TO ALLOT SHARES

l‘I Sapnra qood

To elect the following dircctors appointed
to the Board since the last Annual
Ceneral Maeting:

12 Stuart Machln

13. Katie Brckerstaffe

14. To resolve that DeLowtte LLP be, and
is hereby, reappomnted as auditor of

the Company to hold office until the
conclusion of the next general meecting
at which accounts are aid before

the Comp“any

15. To resolve that the Audlt Comrmittec
dctermine the remuneration of the
audﬁor on beha of the Board

marksandspencercom/thecompany

To resolve that the directors be and are
authorsed generally and unconditionally
to exercise all the powers of the Company
to allet shares in the Company and to
grant nghts Lo subscribe for or convert
any security into shares in the Company

(A} Uptoanominalamount of
£6,529,881.95 (such armount to be
reduced by any allotments or grants
rmade undcr paragraph (B} below
in excess of such sumy; and

(B} Comprising cquity securitics
{as defined in Section 560(1} of
the Companies Act 2006) up to a
nominal amount of £13,059,763.91
fsuch amount to be reduced by any
allotments made under paragraph
(A} above) in connection with an
offer by way of a rights issue:

(i) To ordinary shareholders in
proportion {as nearly as may be
practicable) to their existing
holdings; and

(i) To holders of other equity
securitics as required by the
rights of those securities or
as the directors otherwise
consider necessary,

and so that the directors may imposo

any limits or restrictions and ake any
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractional entitterments,
record dates, legal, regulatory or practical
problems in, or under the laws of, any
terrilory or any other matter.

The authoritics conferred on the directors
to allot secunitics under paragraphs (A)
and (B) will expire at the conclusion of the
ACM of the Company 10 be held in 2023 or
on 1 October 2023, whichever is sooner,
unless previously revoked or varied by the
Company, and such authority shall extend
Lo the making before such expiry of an
offer or an agreement that would or might
require relevant securities Lo be allotted
after such expiry, and the directors may
allet relevant securities in pursuance of
that offer or agreement as if the authorily
conferred hereby had not expired.

18. GENERAL DISAPPLICATION
OF PRE-EMPTION RIGHTS

To resolve as a spcecial resclution that,
subject to the passing of resoluticn 17, the
directors be empowered to allot equity
securities @s defined in the Companies
Acl 2006) for cash under the authority
given by that resolution 17 (set out in this
Notice of Meeting), and/or to sell ordinary
shares held by the Company as treasury
shares for cash, as if Section 561 of the
Companies Act 2006 did not apply to any
such allotment or sale, provided that such
aulhorily be limited

{A) totheallotment of equity securities
and sate of treasury shares in
connection with an offer of, or
invitation to apply for, equity
securities (but in the case of the
authonty granted under paragraph
{B) of resoluticn 17, by way of a nghts
1ssue only)

(i} to crdinary shareholders in
proportion (as nearly as may be
practicable) to their existing
holdings, and

(i1} to holders of other equity
securitios as required by the
rights of those securities or
as the directors otherwise
consider necessary;
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NOTICE OF MEETING 5 JULY 2022

CONTINUED

and so that the directors may impose

any Limits or restrictions and make any
arrangoements which they consider
necessary ar appropriate to deal with any
Lreasury shares, fraclional entillemonts,
record dales, 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 resclution 17
and/or in the case of any sale of
treasury sharos, to the atlotment of
equity securities or sale of treasury
shares (Gtherwise tham under
paragraph (A) above) up to a nominal
amourd of £979.482.29;

and shall expire at the conclusion of the
AGCM to be held in 2023 or on 1 October
2023, whichever is sconaer (unless
previously revokead or varied by the
Company in general meeting), provided
that the Company may before that date
make offers, and enter into agrecments,
which would, or might, require equity
securitics to be allotted @nd treasury
shares {0 be sold} after the authority
ends and the directors may allot equity
securities (and setl treasury shares)
under any such offer or agreerment

as if the authority had nol ended.

19. ADDITIONAL DISAPPLICATION
OF PRE-EMPTION RIGHTS

To resolve as a special resolution that,
subject to the passing of resolution 17,
the dircctors be ermpowered in addition
to any authority granted under resolution
18 to allot equity securities (as defined in
the Companies Act 2006) for cash under
the authority given by that resolution 17
(sel out in this Notice of Mecting) 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 allotrment or
sale, provided that such authority be.

{A} limited tothe allotment of equity
securitics or sale of treasury sharcs
up to a neminal amount of
£979,482 29; and

(B) used only for the purposcs of
financing (or refinancing, if the
authority 1s to be used within six
months afler the originat transaction)
a transaction which the directors
of the Company determine to
be an acquisition or other capital
investrment of a kind contermplated
by the Statement of Principles on
Disapplying Pre-Emption Rights
maost recently published by the
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Pre-Emption Croup prior to the date
of this Notice of Meeting,

and shall expire at the conclusion of

the ACM {0 be held in 2023 or on

1 Oclober 2023, whichever is sconer
(unless previously revoked or varied

by the Company in gencral meeting),
provided that the Company may before
that date make offers, and enter into
agreemients, which would, or aright,
require equity securitics to be allotted
(and treasury shares to be sold) after the
authonty ends and the direciors may allot
oquity securtties {and sell 1reasury shares)
under any such offer or agrecment as il
the authority hag not ended.

20. COMPANY'S AUTHORITY TO
PURCHASE ITS OWN SHARES

To resolve as a special resclution that Lthe
Company 1s authorised for the purposes
of Section 701 of the Companies Act 2006
to make one or maore market purchases
(as defined in Seclion 693(@) of the
Companies Acl 2006) of its ordinary
shares of £001 each, such power to

be limited:

(A) toa maximurm number of
195,896,459 ordinary shares,

(B) by the condition that the minmum
price which may be paid for an
ordinary share is £0.01 and the
maximum price which may be paid for
an ordinary share is the highest of:

) anamount equal to 105% of the
average market value of an ordinary
share for the five business days
mmediately preceding the day
on which that ordinary share s
contracted to be purchased and

{ii) the higher of the price of the last
independent trade of an ordinary
share and the highest current
independent bid for an ordinary
share an the trading venue where
the purchase js carried out,

ineach case, exclusive of expenses, such
power to apply until the end of the ACM
to be held in 2023 or untit | October 2023,
whichever 1s sooner, bul 1In each case

so that the Company may enter into a
contract to purchase ordinary shares
which will or may be completed or
executed wholly or partly after the power
cnds and the Cormpany may purchase
orchnary shares pursuant to any such
contract as if the power had not ended.

21. CALLING OF GENERAL MEETINGS
ON 14 DAYS' NOTICE

To resolve as a special resolution that a
general meeting other than an Annual
Ceneral Meeting may be called onno
fewer than 14 clear days nolice,

22, RENEWAL OF SHARE
INCENTIVE PLAN

To resolve that the amendment and
renewal of Lhe amended Marks and
Spencer Group ple Share Incentive Plan
{the “SIP7), the principat terms of which are
summariscd on pages 206 to 207 of this
Notice and the amended rules of which
are produced 1o this meeting, be
approved and the direclors of the
Company authorised:

{A} to continue to operate the SIP and
do ali acts and things they consider
nocessary or desirable to implement
and give effect la the SIP, and

(B) Lo establish further plans based on
the SIP but maodfied to take account
of local tax, exchange control or
socurilies laws in overseas tarrtories,
provided that any shares madc
avallable under such further plans are
treated as counting aganst the limits
on individual or overall particication
inthe SIP

23, SECTION 190 TRANSACTION

To resolve that the purchase by the
Company's subsidiary, Marks and Spencer
plc, of 4 8% of The Sports Edit Limited's
issued share capital for the sum of
£279,582 from Mr Justin King, being a
Non-Executive Director of the Company,
be approved in accordance with Section
190 of the Companics Act 2006.

By order of the Board

Nick Folland Ceneral Counsel
and Company Secretary

London, 24 May 2022

Registered office Waterside House,
35 Nerth Wharf Road, London W2 TNW

Regisiered in England and Wales
No 4256886



NOTES

1. Biographies of the directors seeking
election (or re-election) are given in the
Annual Report on pages 60 and 62,
including their memhbership of the
principal Committees. The terms of the
current directors’ service contractls

are such that all exccutive director
appointments may be terminated by the
Cempany giving 12 months' notice and by
the individual giving six months notice;
non-executive directors have agrecments
for service which can be terminated on
three maonths’ notice by either parly,

the Chairman has an agreement for
service which requires six months’

not ice by elther Darty

2. Reglstercd sharEhoLders Members arc
entitled to appoint a proxy to excraise all
or any of their rights to attend, speak and
vote ontheir behalf at the AGM. Members
may appoint more than one proxy in
relation Lo the AGM, provided that each
proxy 1s appointed to exercise the nghts
atlached to a different share or shares
held by that sharcholder. 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
entitlement, please enter the number

of shares in relation 1o which each such
proxy is entitled to act in the box below
the relevant proxy holder's name. The
proxy form assumas you wish 10 vote on
all your shares in the same way To vote
only part of your holding or to vote scme
shares one way and some ancther, please
contact the shareholder helpline All proxy
forms must be signed and should be
returned together

3 If you would Uke to submrt your vote
electronically in advance of the AGM, you
can do so by accessing the Lumi website,
https.//web.lumiagm.com/124-849-127
Instructions are available on page 209

of this Notice. Alternatively, you can
submil your instruction by visiting
shareview.co.uk. All acivance proxy votes
regardless of how Lhey are cast are to be
returned by V1am on Friday 1 July 2022,
If you return paper and eloctronic
nstructions, those received last by the
Registrar before 1am on Friday 1 July
2022 will take precedence. Electronic
communication facilities are available

to all sharcholders and those that use
them wrll nol be dlsadvantagcd

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 maost senior holder will
be accepted Seniority 1s determined by
the order in which the narmes of the joint
holders appear in the Company's register
of members in respect of the joint holding
(the flrst named bemg thc most semor)

5. Votes submrtted in advance of the
meeting using the Lurni website will
constitute an instruction Lo appoint the
Chairman of the mecling 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 at the meeting
and at any adjournment Of |t

6 To be valid, any proxy form or other

instrurnent 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 BN9S 6DA ne later than 11am
on Frlday JuLy 2022

7 Thc return of a compteted paper proxy

form, other such instrument or any
CREST proxy instruction (as descriced in
paragraph 15 on the following page) will
nol prevent a shareholder voling later if
they wish Lo do so. You must inform the
Company’s Registrar in wriling of any
tormmatron of the author!t

8. indlrcct shareholders Any persen to
whom this Notice is sent who 15 a person
nominated under Section 146 of the
Cormpanies Act 2006 to enjoy information
rights (@ "“Nominated Person”™) may,

undcr an agreement between them and
the shareholder by whom Lthey were
nominated, have a right to be appointed
{or to have someone elsc appointed) as a
proxy for the ACM If a Nominated Person
has no such proxy appointment right or
does not wish to exercise i, they may,
under any such agreement, have a right
to give instructions to the sharehclder

as to tho exerose of vot ng rlghts

9, The slatement of the rights of
sharcholders in relation to the
appointrent of proxies in paragraphs 2 to
7 does not apply to Nominated Persons.
The rights descnbed in these paragraphs
can only be exercised by shareholders of
the Company

10. Nominated Persons are rommdcd that
they should contact the registered holder
of their shares (and not the Company)

on matters relating Lo their investments
in the Company.

11. To be entitled to join the meeting,
submit guestions and vote (and for the
purpose of the determination by the
Company of the votes they may cast),
shareholders must be entered on the
Register of Members of the Company

by £30prm on Friday 1 July 2022 {(or, in the
event of any adjournment, 6.30pm

on the date which is twe working days
prior Lo the adjourned meeting). Changes
(o the Register of Membaors afler the
relevant deadline shall be disregarded in
determining the rights of any persen

to join, submit questions and volc at

tho meetrng

12 The follow ng documemts are avadabto
for inspection at an agreed time at the
Company’s registered office; Walerside
House, 35 Nerth Wharf Road, London

W2 INW. Email company.secretary@
marks-and-spencer.com during normal
business hours on any weekday
(excluding public holidays).

(i) Copies of the executive dircctors
sarvice contracts.

(i) Copies of the non-executive directors’
letters of appointment

(iti) Copics of the directors’ Deeds
of Indemnily.

(v} A copy of the Articles of Associalion
of the Company.

(v} Acopyof the amended rules of the
Marks and Spencer Group plc Share
incentive Plan.

Copics of these documents will also be
available at the ACM upen requaest, from
9.30am on the morming of the AGM

until the meeting's canclusion. A copy
of (v) above will aiso be available for
inspection on the National Storage
Mechanism at https://data.feca.org.uk/#/
nsm/nationalstoragemechanism from
Lhe publication date of thls document.

13. Sharehgelders are advased that, unless
otherwise specified, the telephong
nurnbers, webisite and email addresses
sel out inthis Notice or proxy forms are
not to be used for the purpose of serving
information or documents on the
Company, including the service of
documents or information relating to
procecdings at the Company's AGM.,

14. As al 24 May 2022 (Lhe latest
practicable date befare the publication
of this Notice), the Company's issued
share capital consists of 1958964586
ordinary shares carrying one vole cach.
No shares are held in treasury. Therefore,
the total voting rights in the Company
as at 24 May 2022 are 1,958,964,586.
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CONTINUED

NOTES CONTINUED

15. CREST members who wish 1o appoint

a proxy or proxies through the CREST
electronic proxy appointment service may
do so for the ACM and any adjournment
thercof by using the procedures described
in Lhe CREST manual. CREST parsonal
members or other CREST-sponsored
members, and {hose CREST members who
have appointed a service provider, should
refer to their CREST sponsor or voting
service provider, who will be able to take
thc approprratL acllom on therr behdtf

IG For A proxy appomtmem or mstrucUon
made using the CREST service to bo valid,
Lhe appropriate CREST message (a "CREST
proxy instruction”) must be properly
authenticated in accordance with
Euroclear UK & freland Limiled's
specifications and musl contain the
information required for such instruction,
as describedin the CREST manual
(availlable via euroclear.com) The
message, regardiess of whether it
constitites the appontment of a proxy or
15 an amaendment to the instruction given
10 a previousty appointed proxy must, in
order 1o be valid, be transmitted so as to
be received by Equiniti (ID RA19) by 11am
on Friday 1 July 2022. For this purpose, the
e of receipt will be taken Lo be the time
(as determined by the time stamp applicd
to the message by the CREST Application
Haost) from which Equinitiis able (¢ retrieve
the message by enquiry to CREST in the
manner prescribed by CREST. After this
time, any change of instructions to proxies
appomted through CREST should be
cornmunicated to Lhe appointec through
othor means.

17. CREL.T members and wherc appbcabte
their CREST sponsors, or voting service
providers should note that Euroclear UK &
Ireland Limited does not make available
special procedures in CREST for any
particular message Normal system
timings and imitations will, therefore,
apply inrelation to the input of CREST
proxy INstructions. It is the responsibitity
of the CREST member concerned to

take {orf the CREST moermber is a CREST
personal member, or sponsored member,

or has appoinied a voting service provider,
to procure that their CREST sponsor or
voting service provider(s) take(s)) such
action as shall be necessary to ensure that
@ message is transrmitted by means of the
CREST syslem by any particular time.

In this conneclion, CREST members and,
where applicable, their CREST spansors

or voting system providers are referred in
parlicular to those sections of the CREST
manual concerning practical Umitations
of t e CREST systerm and trm Ngs

18. The Company may treat as mvaud a
CREST praxy instruction in the
circurnstances set out in Regulation
35(5)(a) of the Uncertificated Securities
Regulatlons ZOO

19.If you are an msUtqunaL |nvestor
you may be able to appomnt a proxy
eloctronically via the Proxymity platiorm,
2 process which has been agreed by
the Company and approved by the
Registrar For further information
regarding Proxymity, please go to
www.proxymity.io Your proxy must be
todged by 1tam on Friday 1 July 2022 in
order to be considered valid Before you
can appoint a proxy via this process you
will need to have agreed to Proxymity's
associated terms and conditions, It is
important that you read these carefully
as you will be bound by them and they
will govern the electronic appointment
of YOUr proxy.

20, Any corporat on that I5a membcr
can appoint cne or More corporate
representatives who may exercise on
its bebalf all of its powers as a member,
provided thal they do not do soin
reLat\on Lo thc same shares

21. Under Sectlon 527 of thc Compames
ACt 2006, members mecting the threshold
requirernent s set out in that scction

have the right o require the Company to
publish on a website a staternant setting
out any matler relating lo

(i) theaudit of the Company’s accounts
(including the auditor's report and the
conduct of the audit) that are to be
laid before the ACM, or

(i) any circumslance connected with
an auditor of the Company ceasing
to hold office since the previous
meeting at which annuat accounts
and reports were Laid in accordance
with Seclion 437 of the Companies
Act 2006

The Company may not require the
sharehotders requesting any such websile
publication 1o pay its expenscs in
complying with Scctions 527 or 528 of
the Companies Act 2006 Where the
Company is required Lo place a slatement
on a website under Scction 527 of the
Companics Act 2006, 1t must forward the
statement Lo the Company’s auditor no
later than the time when it makes the
staternent available on the website The
business thal may be dealt with at the
AGM includes any staterment that the
Company has becn required 1o publish
on a wepsite under Seclion 527 of Lhe
Compames Act 2006

22, Any momber ()mmg lhe rncetlmg has
the night to ask questions. The Company
must cause to be answered any such
question relating Lo the business being
deall with at the meeting bul no such
answer need be given if:

(i} todoscwouldinterfere unduly
with the preparation {or the mecting
or involve the disciosure of
confidential information,

(i} the answer has already been given
on a website in the form of an answer
to a queslion; or

{iii) it s undesirable in the interests
of the Company or the good order
of the meceting that the guestion
be answcred

23 A copy or’ has Notace and other
nformation required by Section 311A of
the Companies Act 2006, can be found
at marksandspencer com/thecompany

24 Please see the letter dated 24 May
2022 from the General Counsel and
Company Sccretary on pages 199 to 200
for further explanatory notos.

SUMMARY OF PRINCIPAL TERMS OF MARKS AND SPENCER GROUP PLC SHARE INCENTIVE PLAN

1.1 GENERAL

The Marks and Spencer Croup plc Share
Incentive Plan {the "SIP") was originally
approved by shareholders in 2000 and
subsequently adopled by the Company In
2003. Shareholder approval was obtainad
at the Company's Annual General Meating
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on 10 July 2012 to renew the SIP and the
Company is seeking shareholder approval
to amend the rules of the SIP to allow
awards to be made under the SIP until

5 July 2032, being the lenth anniversary
of the Annual Ceneral Meeting to be held
on 5 July 2022.

The SIP has been designed to meet the
requirements of a tax advantaged share
incentive plan under Schedule 2 of the
Income Tax (Earnings and Pensions) Act
2003 so that sharesin the Cormpany can
be provided to UK cmployees in a tax
efficient manner. The Company currently
aperates the SIP to provide emplayeos



SUMMARY OF PRINCIPAL TERMS OF MARKS AND SPENCER GROUP PLC SHARE INCENTIVE PLAN CONTINUED

with the opportunity to buy shares from
pre-tax salary under the SIP (SharcBuy),
although it may decide 10 operate other
elements of the SIP i the Tulure.

1.2 OPERATION

The SIP operates in conjunclion with a
trust and contains threc elements,
The Company will decide which (if ary)
of these elements will be offered Lo
employees, provided that awards of
shares may not be made under the SIP

afler 5 duby 2032 The three elernents are:

{A) ‘Free Shares’ which may be allocated
to an employee by the Company. The
rmarket value of Free Shares allocated
to an employee in any tax year may
not exceed £3,600 or such other Lmit
as may be permitted by the relevant
tax legistation. Froe Shares must
be allocated on the same terms,
although they may be provided on
the basis of remuneration, length of
service or hours worked, or on the
basis of the performance targets,
within the imits specilied by the
relevant legislation,

(B} ‘Partnership Shares’ which an
employee may purchase out of their
pre-lax earnings. The market value
of Partnership Shares which an
employee can agree (o purchase in
any tax year under current tax
legislaticn may not exceed £1,800 (or
10% of an employees salary if lower).
Partnership Shares are purchased
on behalf of an employee by the
trustees of the SIP (the “Trustees).
The funds uscd to purchase shares
will be deducted from the employee’s
salary. Funds deducted from salary
will be held on the employee’s behatf
until they are used to buy Partnership
Shares. The funds may be used to buy
Partnership Shares shortly following
deduction, or accurnulated for up to
12 months before they are used to
buy Partnership Shares in which case
shares may ke acquired al Lhe lower
of the market value of Lhe shares at
the beginning or end of the
accumulation pericd.

(C} “Matching Shares’ which may be
allocated to an employce by the
Company following a purchase of
Partniership Shares. Matching Shares
are additional free shares, The
rnaximum number of Matching
Shares which the Company can
allocate to an employee following a
purchase of Partnership Shares by
the employee is two Matching Shares
for every one Partnership Share
purchased by the employee, or such
higher limit as may be permitled by
the relevant legislation. There is no
minimurm ratic of Matching Shares
which the Company must provide

following a purchase of Partnership
Shares. The same ratio witl apply to all
employees who purchase Partnership
Shares under the SIP at that time.
Benefits provided under the SIP are
not pensicnable.

1.3 ELIGIBILITY

When it operates the SIP, the Company
must offer all UK tax-resident employces
of the Cormpany and subsidiaries
participating in the SIP the opportunity
to participate in the SIP and may extend
the invitation to olher employees meesting
the legislative reguirements. The
Company may reguire employees to
have completed a minimum gualifying
period of employment before they can
participate but that peried must not be
more Lhan, broadly, 18 months prior to
shares being awarded

1.4 SOURCE OF SHARES

The Trustees may either subscribe for
new shares, acguire treasury shares or
purchase shares in the market for the
purposes of the SIP The money to buy
shares will be provided either by the
employee’s employing company or, in
respect of the acquisition of Partnership
Shares, by the employecs. NG new shares
will be issued under the SIP where such
1ssue would cause the numbeoer of shares
which have been or may bc issued
pursuant to awards made {(including
options granted) under all cmployee share
plans adopted by the Company over the
preceding 10-year period to exceed 10%
of the Company's issued ordinary share
capital from time to time Treasury shares
will count as new issue shares for the
purpose of this imit unless institutional
invostor bodies decide that they nced not
counl. Oplions or awards which lapsc are
excluded from this limit.

1.5 RETENTION OF SHARES

The Trustees will initially hold all Free
Shares or Matching Shares allocaled to
employees and any Partnership Shares
acquired on the employees’ behalf.
Employees can withdraw Partnership
Shares from the SIP trust at any Lime.
Free Shares and Matching Shares held
by employees will be subject o a
requirement that Lhe shares are held by
the Trustees for a period after the initial
allocation. This period will be notified to
ernployees at the time of allocation and
will not normally be for less than three
years or more than five years The SIP may
provide that if an cmployce ceases to be
employed by a Croup company within
three years of being allocaled Free Shares
or Matching Shares (or such olher period
as the Company may specify), their
rights {o those shares will be forfailed.
However, in certain circumstances, for

example death, imjury, redundancy,
transfer of the employing business or
cormnpany or retirement, employees will
retain any Free Shares and Matching
Shares. The SIP may similarly provide that
Matching Shares will be forfeited if the
corresponding Partnership Shares arc
withdrawn within up to three years. Special
provisions apply N accordance with the
relevant legislation in the cvent of certain
corporate transactions.

1.6 LIVIDENDS ON SHARES HELD
BY THE TRUSTEES

Where ordinary shares are held by

the Trustees for participants in the

SIP, the participants will be treated as

the beneficial owners of the shares.
Sorme or all of any dividends received in
respect of sharcs held by the Trustees
rmay be used to acquire additional shares
for employces which must normally bo
held in the SIP for a peried of three years
or otherwise dividends may be distribuled
to employees.

1.7 ALTERATIONS TO THE SIP

The SIP rmay at any time be altered by the
directors in any respect, provided that the
prior approvat of shareholders is obtained
for alteralions 1o the advantage of
participants to the rules governing
eligibility, the individual Umits on
participation, the overall limits on the
issue or shares or transfer of treasury
shares, the basis for determining a
participant’'s entitiernent to, and lerms

of, shares prowvided under the SIP and any
adjustments which may be made in the
event of a variation of capital, except

for minor alterations to benefit the
administration of the SIP to take account
of a change in legislation or to obtamn or
maintain favourable tax, exchange control
or regulatory treatment for participants or
Group companics.

As previously authorised by sharcholders,
the Cermpany may also establish plans
based on the SIP to lake account of local
tax, exchange control and securitics laws
in overseas juriscictions provided thal any
shares made available under such further
plans are trealed as counting against the
lirnits on individual or overall participation
in the SIP
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CONTINUED

INFORMATION FOR THE DAY

TIMINGS @

LOGGING IN @

Date: Tuesday 7 June 2022

9:00am Registration opens for
vote casting and question
submussion in advance of
Lthe meeling.

Date: Friday 1 July 2022

11:00am Opportunity to submit voles
and guestions in advance of
the meeting closes.

Date: Tuesday 5 July 2022

9.30am Online mecting operis and
guestion subnissicn recpens.

11.00am AGM begins and you will
be able to vole cnce the
Chairman declares the
poll open

1.00pm  ACM closes The resulls of

approx. the poll witl be reteased
to the Londeon Stock
Exchange once collated,

PHYSICAL ATTENDANCE .

Following the continued success

of the Company’s digital ACMs, this
year's meeting will once agam be
fully dignally-cnabled. Shareholders
are advised not ta travel ta the
venue on the day. Please refer to the
following inforrmation and the user
guide provided on page 209 for
details of how tooin and participale
in the meeting electronically

ELECTRONIC
PARTICIPATION

Shareholders are encouraged to
view and participate in the 2022 ACM
etectronically. This can be done by
accessing the AGM website: nttps:/ff
web.lumiagm.com/124-849-127

ACCESSING THE
AGCM WEBSITE

Lumi ACM can be accessed online
using most well-known internet
browsers such as Chrome, Firefox
and Safari on a PC, laptop or
internet-enabled device such as a
tablet or smartphone, If you wish to
access the ACM using this methoed,
please go (o httpsy//web.lumiagm.
com/124-849-¥27 on the day.

208 Marks and Spencer Group ple

Co 1o https:/fweblumiagm.com/124-
849-127 where you will then be
prompted to enter your Sharcholder
Reference Number and PINL These can
be found printed on your Notice of
Availability or Voting Card sent to you by
post. Access Lo the AGM website to vote
and submit guestions in advance wil be
avallable from 9am on 7 June 2022 until
Tham on 1 July 2022, Access to the AGM
website will reopen Lo participate on the
day from 9.30arm on 5 July 2072

QUESTIONS @

You are able (o subrnit gquestions

live during the meecting on the Lumi
website by clicking on the "Messaging”
button There will also e details and
instructions on the Lumi website if
you would like to ask a question live
by lelephone.

Allernatively, you can submit gquestions
in advance wvia Lum — a step-by-step
guide to voling and question
submission in advance and on

the day s on page 209

As noted in the Company Secretary’s
letter on pages 199 to 200 of this
Notice, Anite Anand will be posing your
guestions 1o the Board during the
rmeeting If you would Uke to ask your
question in person though, you can
submit your recorded video guestion
oy ermail to AGMguestionsubmission@
marks-and-spencer.com, to be
received by no later than Bpm on
Friday | July 2022, Please ensure that
your guestion recording lasts no
longer than one minutg, so that we
car hear from as many sharcholders
as possible. By submitting a video
question, you consent to your video
being played during the AGM
broadcast; please note that the

ACM recording will be made publicly
available on our corporate website
after the mecling,

Shareholder questions and answers will
be published on the corporate website
as soon as practicable after the
meeting Where we receive a number
of questions covering the same tapic,
we will publish summansed questions
and answers addressing as many
queslions received as possible.

VOTING

I you're voting live during the
meeting, the voting oplions will
appear on the screen after the
resolutions have been proposed.
Press or click the option that
corresponds with the way in which
you wish to vote, “For”, "Against”

ar "Withheld"”

If you make a mistake or wish to
change your voting instruction,
simply press or click the corroct
choice for that resolution until the
pollis closed If you wish to cancel
yaur “live” vole, press "Cancal”

Please note that an active internat
connection is required in order (o
successiully cast your vote when
the Chairman commences polling
on the resolutions L 1s your
responsitility to cnsure connectivity
for the duration of the meeting.

Advance voling 1s atso avallable
from 7 June 2022, and details on the
different methods for voting in
advance are set oul in the Company
Secretary’s letter on pages 199 to
200 of this Nolice

A step-by-step guide io voling via
the Lumi website live on tho day,
and in advance, is on page 209,

PROXIES & CORPORATE 5;{%
REPRESENTATIVES i

F:

If you are a duly appointed proxy
or corporate representative,
please contact the Company's
Registrar, Equinit, before 1lam on
Monday 4 July 2022 by ermailing
hybrid.help@equiniticom, for your
unigue username and password to
join the meeting Please ensure
valid proxy appointment has been
madie by no {ater than the voling
deadline detaited on page 199,

Mailboxes are monitored 9.00am Lo
5 0Gpm Monday Lo Friday (exctuding
public holidays in England & Wales)



ONLINE USER GUIDE TO THE ELECTRONIC 2022 ANNUAL GENERAL MEETING

LUML AGM PLATFORM GUIDE: BEFORE THE AGM

o Co to httpsy/fweb.lumiagm.com/124-849-

127. You wnl be prompted to enter your
Shareholder Reference Number ("SRNT)
and PIN, both of which can be found on
your Notice of Avallabiliby i you do not
have your SRN, please contacl Equiniti
by ermailing hybrid help@equiniticom
guoting your full narme and address. When
successfuly authenticated, shareholders
will be taken 1o Lhe Home IPage

e Scroll down the full list of resolutions and

wote on each Once completed, at the
bottom of the nage, select the "Submit
butlen to seno your vote.

-“me
1
1

lo cast a praxy vote, select the voling
bulton al the Lop of the screen The
resolutions and voling choices will be
cizplayed within the navigalion Lar.
Further instructions on how to vote
can be found on the Home Page ana
at the top of the voling page.

¥

A W s e

-

Votiag congleied

(=)

If you woula ke 1o change your
rrund, you can do so by clicking
“Edil Responses’.

@ During the proxy voting period,

- —
- «
[a——
i e
- -

from the options shown on screen
To change your mind, simply select a
ditterent option

Note Proxy voling wil close at 11am
o Friday 1 Juy 2022

e To vole, selecl your voting direction

R T !w* |l...—.
LD

=== 2]

sharehalders can subrmit a question by
typng it into the “Messaging” feature.

LUMI AGM PLATFORM CUIDE: ON THE DAY

e I he AGM will cornmence al 11am on

Tuesday 5 July 2022. It can be accessed
through the same platform httpsiffweb.
lumiagm.com/124-849-127 You will be
prompted to enter your SRN and PIN,
both of which can be lound on your
Nolice of Availability.

@ For each resolution, select the choice

corresponding with the way 1IN which
you wish to vote When selected, a
confirmation message will appear
To change your mind, simMply press
the carrect choice which wil override
your previous seveclion. lo cancel
your vote, press “Cancel”

The meeting presentation will begin at Lhe
start of the AGM, when the Broadcast
Panel will automatically appear al the

side of the screen You can expana and
minimise the screen by pressing the
Broaacast arrow at the top of the page.

. —.,. s
* g i
.
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a———

-

———

-

—

You can vote for all motions at the same
time by clicking on the *Vole All" direction
button at Lhe top of the page. You will still
be able to change yvour mind on indrvidual
mations if using this feature,

P

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 ail resolutians.

e If you would ke to ask a guestion, select

the messaging option in the navigation
bar at the top of the page. Type your
message within the chat box at the top
of the messaging screen Click the send
button to submit
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SHAREHOLDER INFORMATION

ANALYSIS OF SHARE REGISTER

Ordinary shares

As at 2 April 2022, the Company had 141,039 regristered holders of ordinary shares, Their sharcholdings are analysed below. it should
be noted that many of our private investors hold their shares through nominec companies; therefare, the actual number of shares

held privately will be higher than indicaled below.

Perceniage

Numoer of

Percentage

Namber of of total o dinary of 1Insued

Range of snareholaing sharehowiers shareholaers shaies snare capital
CLABER 5284 A333or9 o 070

e e . ozl o less o 1933068 099
2Q01-5000 w w ” - o {47,115 777777 71091 - 43038371 2 2@
10001100000 e 1587 _ezd 93
100011000000 297 112758675 575
1000001 Highest B
Total - 141,039 00
rercentugo Numtyer of Parcentage

Numbes aF of votal arihnary ol issaed

Calegory ot tharcholoer sharehouders shareho'daors shares sNATe Lapita,
Private e ) R _l378gs o 9771 152855820 78O
Instiuboraland corporate o L33 229 1806049518 9220
Total ) 141,039 100 1,958,905,344 100

USEFUL CONTACTS

Marks and Spencer Group plc
Registered Office

Waterside House

35 North Wharf Road

London W2 TNW

Telephone +44 (0)20 7935 4422
Registered in England and Wales
(No. 4256886)

General queries
Cuslomer gueries 0333 014 8555
Shareholder queries: 0345 609 0810

Or ermail:
chairman@marks-and-spencer.com

Registrar/shareholder queries

Equiniti Limited, Aspect House,
Spencer Road, Lancing, West Sussex
BNgg DA, United Kingdom
Telephone 0345 609 0810 and outside
the UK +44 (00121 415 7071

Onunc help.shareview.co.uk

{from herg, you will be able to securely
email BEquinits with your enquiry).
Students

Flease note, students are advised to
source information from our website.

Additional documents

An inleractive version of our
Annual Report is availlable online at
marksandspencer.com/annualreport2022.

Addttionally, the Annual Report

(which conlains the Strategic Report)

is available for download in pdf fermat at
marksandspencer.comfannualreport2022.

General Counsel and
Company Secretary

Nick Folland

2021722 FINANCIAL CALENDAR AND KEY DATES

5duly2022

9 Novembe rgoz ;7_'

12 January 2023’

_Annual Ceneral Meeting (Vlarm}
Results HalfYear”
Results, Quarter 3 Trading Update’

t Thoue wria have ragesienad “ar electrgs| C COMMUmcaiian or ews 5.ers a7 marksandspencer.cormfthecompany & ) 1o ior sl 7l

T Provisional dates
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SHAREHOLDER QUERIES

DIVIDENDS

AGM

The Company's share register is
mairtaincd by our Registrar, Equiniti.
Sharcholders with gqueries relating to
their sharcholding should contact Equiniti
directly using one of the methods listed
on page 210 For more general queries,
sharcholders 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 shareholders to:

— Sign up for electronic shareholder
cormmunications.

- Reccive trading updates and other
eleclronic-cnly broadcasts by the
Company via crail

— View all of their shareholdings in
one place.

— Update their records following a
change of address.

— Have dividends paid into their
bank account.

— Vote in advance of Company
general meetings.

M&S encourages sharcholders to sign

up for electrenic cormmunications
{“e-comms") as the Company has found
this creates a more engaged shareholder
base. The reduction in printing costs and
paper usage also makes a valuable
contribution to our Plan A commitments.

To find out mere information about the
services offered by Shareview and to
register, pleasc visit shareview.co.uk

Further to the announcements madce

by the Company on 10 November 2021
and again on 13 January 2022, the Board
will not ke making a final dividend
payment for the 2021/22 financial yoar.

DUPLICATE DOCUMENTS

Many shareholders have more than
one account on the Share Register and
receive duplicate documentation from
us as a result. 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 charily no. 1052686), a charity
that specialises in Lthe donation of

small, unwanted shareholdings to

good causes. You can find out more

by visiting sharegift.org or by calling

+44 207930 3737

SHAREHOLDER SECURITY

An increasing number of shareholders
have been contacting us to report
unsolicited and suspicious chone calls
received frorn purported “brokers” who
offer Lo buy Lheir shares at a price farin
excess of thair market value. It is unlikely
that firmns authorised by the Financial

Conduct Authorty ('FCA™) will contact you

with offers Like this. As such, we believe
these calls are pari of a scam, commonly
referred to as a “boiler roorm”™. The callers

obtain your details from publicly available

sources of information, including the
Company’s Share Register, and can be
extremely persislent and persuasive.

Sharehoelders are cauticned {0 be very
wary of any unsolicited advice, offers to
buy shares at a discount, sell your shares
at a premium or requests to complete
confidentiality agreements with the
callers. Remember, if it sounds too
good to be true, it probably is!

More detailed information and guidance
is available on our corporate website.
We also encourage sharchelders to read

the FCA's guidance on how to avoid scams

at fea.org.uk/consumers/protect-
yourself-scams. An overview of current
common scams is avallable on the Action
Fraud website actionfraud.police.uk.

This yedr’s AGM will bo held and broadcast
from Waterside House on 5 July 2022.
The meeting will start at 11am.

The 2022 ACM will be fully

digitally enabled once again and

will be broadcast online from
Waterside House. We strongly
encourage sharcholders to participate
in the meeting electronically by
accessing the ACM website,
https:;//web.lumiagm.com/124-849-127
Further details can be found on

page 208 of the Notice of Meeting
and in the user guide on page 209

The meeting will also be available to view
online after the event at
marksandspencer.com/thecompany.

MA&S reserves the right to retain and use
footage or stills for any purpose, including
Annual Reports, markeling materials and
other publications.
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