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Directors’ report

Principal activities
The principal activities of the Group are Retailing and Financial Services.

Retailing consists of the Group’s retail activities under the Marks & Spencer
and Kings Super Markets brand names.

Financial Services consists of the operations of the Group’s retail financial
services companies, which provide credit and account cards, petsonal Joans,
umit trust management, life assurance, personal insurance and pensions. The
Group’s captive insurance company is also included in this segment as the
major part of its business is generated from the provision of related insurance
services.

Review of activities and future performance

2003

2004 Asrestated

53 weeks 52 weeks

Summoary of results from continyting operations £m £m
Tamover {ex VAT) 83015 20101
Operating profit (before exceptional charges) 8660 7698
Exceptional operating charges (“21) 439
Operating profit (after exceptional charges) 8239 7259
Noiroperating exceptional net income 187 01
Tnterest paid 558) {40.5)
Other finance (charges) { income (152) 270
Profit on ordinary activities before tax 7816 7125
Dividend per share 92p 8.7p

Tumnover from continuing operations increased by 3.5%t0 £8,301.5m.
Within this, UK Retail mover increased by 3.8%

Operating profit from continuing opetations (before exceptional charges)
increased by 12.5% 10 £866.0m.

Net interest expense was £43.8m compared to £40.5m last year. The
average rate of interest on borrowings during the period was 5.3%.

Profit before tax was £781.6m compared to £712.5m last year.

Further details of the Group’s activities and of the fiture activities of the
Group are contained within the Annual report and financial statements of
Marks and Spencer Group plc.

Profit and dividends

The profit for the financial year, after taxation and minority interests
amounts to £552.3m (last year £504.0m). The directors have declared
dividends as follows:

Directors and their interests
The directors who held office during the year are: -

Luc Vandevelde (retired 31 May 2004)

Roger Hotmes (retired 31 May 2004)

Manrice Helfzott (appointed 19 November 2003)
Justin King (retired 19 November 2003)

David Noxgrove (retired 31 March 2004)
Graham Oakley

Laure]l Powers-Freeling

Vittorio Radice (retired 9 June 2004)

Alison Reed

Mark McKeon was appointed a director of the Company on 5 April 2004
and Stuart Rose and Charles Wilson were appointed directors on 31 May
2004.

With the exception of Graham Oakley, the directors shown above are also
executive directors of Marks and Spencer Group plc, the ultimate holding
compeany, and as such are not required to disclose in these financial
statements interests in the shares of companies in the Marks and Spencer
Group as they are disclosed in the financial statements of Marks and Spencer
Group ple.

The interest of Graham Qakley in the shares of the ultimate holding
company, Marks and Spencer Group plc, are as follows: -

Ordinary shares fm
Proposed final, 9.2p per share (last year 8.7p) 2620
Changes in share capital

During the period, 1,632,600 ordinary shares in the Company were issued
for a consideration of £3.6m

Ordinary
[ shares Bshares
At 29 March 2003 3874 3,110
At 3 April 2004 122446 3,110
Exercisable
At 29 March 2003 842535 35,136
Granted in the period 195286
Exercised/ lapsed in the period ©07
At 3 April 2004 1,028,784 364611
Employee involvement

We have maintained our commitment to employes involvement throughout
the business.

Employees are kept well informed of the performance and objectives of the
Group through personal briefings, regular meetings and e-mail. These are
supplemented by our employes publication, On Your Marks, anxd video
presentations. Business Involvernent Groups in stores, distribution centres
and head office represent employees in two-way communication and are
involved in the delivery of change and driving busmess improvement.

The ninth meeting of the Furopean Council took place during the year in
July 2003. This council provides an additional forum for communicating
with employee representatives from the countries in the Furopean
Community.

Directors and senior management regularly visit stores and discuss with
employees matters of current mterest and concem to the business.



Directors’ report coninued

Employee involvement contimied
We continue to support employee sheve ownership throuph long-established
employee share schemes, membership of which is service-related.

Equal opportunities

The Group is committed to an active Equal Opportunities Policy from
recruitment and selection, through training and development, appraisal and
promotion to retirement.

It is our policy to promote an environment free from discrimination,
harassment and victimisation, where everyone will receive equal treatment
regardless of gender, colour, ethnic or national origin, disability, age, marital
stahs, sexual orientation or religion. All decisions relating to employment
practices will be objective, free from bias and based solely upon woik criteria
and individual merit,

The Group is responsive to the needs of its employees, customers and the
community at large and we are an organisation that uses everyone’s talents
and abilities to the full,

Employees with disabilities

It is our policy that people with disabilities should have full and fair
consideration for all vacancies. During the year, we continued to use the
Government’s ‘two tick” disability symbol to demonstrate our commitment
to interviewing those people with disabilities who fulfil the mininmum criteria,
and endeavouring to retain employees in the workforce if they become
disabled during employment. We will actively retrain and adjust their
environment where possible to allow them to maximise their potential.

We continue to work with extemnal organisations to provide work-place
opportunities on the “Workstep Programme’.

Creditor payment policy

For all trade creditors, it is the Group’s policy to:

»  agree the terms of payment at the start of business with that supplier;
»  ensure that suppliers are aware of the termns of payment; and

«  pay inacoordance with its coniractual and other legal obligations.

The Company’s policy concerning the payment of its trade creditors is as

follows:

+  General merchandise is automatically paid for 11 working days from
the end of the week of delivery;

«  Food is paid for 13 working days from the end of the week of delivery
(based on the timely receipt of an accurate invoice); and

= Distribuiion suppliers are paid monthly, for costs incurred in that month,
based on estimates, and payments are adjusted quarterly to reflect any
variations to estimate.

Trade creditor days for the Company for the year ended 3 April 2004 were
12.3 days, or 8.3 working days (last year 12,7 days, or 8.7 workdng days),
based on the ratio of company trade creditors at the end of the year to the
amounts invoiced during the year by trade creditors.

Charitable and political donations

Duwing the year, £7.2m (last year £6.5m) was spent in the UK in support of
the community. Within this figure, direct donations to charitable
organisations amoiunted to £4. 1m (last year £4.9m).

At the Ammual General Meeting in July 2002, sharcholders authorised the
Company and Marks and Spencer Financial Services ple to make donatiotis
to EU political organisations and to incur EU political expenditure, under the
provistons of the Political Parties, Elections and Referendums Act 2000, of
up to £100,000 in aggregate for each company in each year until 10 July
2006.

It is our policy not to make donations to political parties and acoordingly no
political payments were made. However, we have a long tradition of
suppotting the community and the Group may support individuals ina
number of ways for civic duties, which we shall cotitinue to do.

Property valuation

Since the year-end, the Group’s property portfolio has been valued by a firm
of external valuers (DTZ). The propexty portfolio has been valued on an
Existing Use Value at approximately £3.6bn. This compares to a current net
book value of £2.2bn, giving a surplus over net book value of approximatety
£14bn,

The Group is not intending to dispese of the property portfolio. However, the
estimated amount of tax on chargeable gains that would be payable on the
portfolio if it were sold at a value of £3.6 billion is approximately
£230 million. The calculation relates only to the tax on potential gains,

Directors' responsibilities for preparing the financial statements

The direciors ate obliged under company law to prepare financial staternents
for each financial year and to present them annually to the Company’s
members in the Anmual General Mesting,

The financial statements, of which the form and content is prescribed by the
Companies Act 1985 and applicable accounting standards, must give a true
and fair view of the state of affairs of the Company and the Group at the end
of the financial year, and of the profit for that period.

The directors are also responsible for the adoption of suitable accounting,
policies and their consistent use in the financial statements, supported where
necessary by reasonable and prudent judgements.

The directors confirm that the above requirernents have been complied with
In addition, the directors are responsible for maintaining adexquate accounting
records and sufficient internal controls to safeguard the assets of the Group
and to prevent and detect fraud or any other irregnlarities.

Auditors

A resolution to re-appoint PricewaterhouseCoopers LLP as auditors of the
Company will be proposed at the Annual General Meeting.

By order of the Board e

Graham Qakley, Company
London
3 September 2004



Auditors’ report

Independent auditors’ report to the members of Marks and Spencer
ple

We have andited the firancial staternents which comprise the consolidated
profit and loss account, the balance sheets, the consolidated cash flow
staternent, the note of group historical cost profits and losses, the consolidated
staterment of total recognised gains and losses and the related notes.

Respective responsibilities of directors and auditors

The directors’ respensibilities for preparing the Annual Report and the
financial staternents in accordance with applicable United Kingdom law and
accounting standards are set out in the statement of directors’ responsibilities.

Our responsibility is to audit the financial statements in accordance with
relevant legal and regulatory requirements and United Kingdom Auditing
Standards issued by the Awditing Practices Board. This report, including the
opinion, has been prepared for and only for the Company’s members as a
baody in accordance with Section 235 of the Companies Act 1985 and for no
other purpose. We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person & whorm this
report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing,

We report to you our opinion as to whether the financial staternents give a
true and fair view and whether the financial statements have been properly
prepared in accordance with the Companies Act 1985. We also report to
you if, in our opinion, the directors’ report is not consistent with the financial
statements, if the Company has not kept proper accounting records, if we
have not received all the information and explanations we require for our
audit, or if information specified by law regarding directors’ remuneration

‘We read the other information contained in the Annuat Report and consider
the implications for our report if we become aware of any apparent
misstatements or material inconsistencics with the fmancial staternents. The
other information comprises only the directors’ report.

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards issued by
the Auditing Practices Board. An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures in the financial
staternents, It also includes an assessment of the significant estimates and
Judgements made by the directors in the preparation of the financial
staternents, and of whether the accounting policies are appropriate to the

Company’s and Group’s circurnstances, consistenitly applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial statements
are free from material misstefernent, whether caused by fraud or other
imegularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinion

In our opinion:

»  the financial statements give a true and fair view of the state of affairs of
the Company and the Group at 3 April 2004 and of the profit and cash
flows of the Group for the period then ended, and

+  the financial staternents have been properly prepared in accordance with

jes Act 1985.
fxcmMM U‘P

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors

London

3 September 2004



Consolidated profit and loss account

53 weeks ended 3 April 2004 52 weeks ended 29 March 2003
Betore
Before  Exceptional exceptional  FExceptional
Exceptional items items items Total
items (note4) Total As restated {note 4) As restated
Notes fm £m £m fm fm fm
Total turnover— continuing operations 2 83015 - 83015 8.019.1 — 20191
Operating profit — continuing operations 23 8660 1) 8239 7698 (43.9) 7259
Profit on sale of property and
other fixed assets 4B - 18.7 187 - 16 1.6
Less on saleftermination of operations: 4c
Loss arising on saleAermination - (263) (268) - (123) (123)
Less provision made in 2001 - 268 268 - 108 108
Net loss on saleftenmination of operations - - - - {L3) (1.5)
Net interest expense 5 (45.8) - 45.8) (40:5) - (40.5)
Other finemee (charges)income 10C (152) — (152) 270 - 270
Profit/loss) on ordinary activities before taxation $05.0 234) 7816 7563 @329 7125
Taxation on ordinary activities & 242.0) 127 (2293) (218.0) 9.1 (208.9)
Profit/(loss) on ordinary activities after taxation 563.0 10.7 5523 3383 G4 503.6
Minority interests {all equity) - - - 04 - 04
Profit/{(Joss) attributable to sharcholders 563.0 (10.7) 5523 5387 (347 5040
Dividends 8 (262.0) - (262.0) (247.7y - (2470
Retained profit/loss) for the period 3610 {10.7) 290.3 291.0 (347 256.3
Dividend per share 8 9.2p 8.7p
NOTE OF GROUP HISTORICAL COST PROFITS AND LOSSES 52 weeks ended
53 weeks ended 29 March
3 April 2003
2004 As restated
Notes £m £m
Profit on ordinary aciivities before taxation 781.6 7125
Realisation of property revaluation surplus 24 05 41
Share of joint venttre’s revaluation surplus realised o disposal - 104
Revaluation element of depreciation charge 4 1.0 14
Historical cost profit on ordinary activitics before taxation 7831 7284
Historical cost retained profit for the period 291.8 2722
CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES 52 weeks ended
53 weeks ended 29 March
3 April 2003
2004 As restated
Notes £m fm
Profit attributable to shareholders 5523 504.0
Exchange differences on foreign currency translation 24 {15.9) 34
Unrealised surplus{deficit) on revatuation of
investment properties 24 73 (0.8)
Impairment of previously revalued properties 24 (20.0) -
Actuarial pains/(losses) net of taxation 24 1504 (6279
Total recognised gains and losses relating to the period 6741 {121.3)
Prior year adjustiments 24 (9283)
Total recognised gains and losses since kst annmal report (242)




Balance sheets

Group Company
29 March 29 March
3 Apri 2003 JApril 2003
2004 Asrestated 2004 As restated
Notes £m fm £m fm
Fixed assets
Tangjble assets:
Lard and buildings 2,1519 2,1484 15112 14590
Fit outt, fixtures, fittings and equipment 12953 1,2482 1,197.7 1,1389
Assets in the course of construction 504 385 433 384
12 34976 34351 2,7522 26363
Investments 13 140 315 4297 4275
35116 3466.6 31819 3.063.8
Current assets
Stocks 3980 361.8 3360 347
Debtors:
Receivable within one year 14A 31415 29521 33741 3,449
Receivable after more than one year 14B 1,7793 1,559.5 6.7 213
Tnvestmenits 15 3259 3040 -~ -
Cash a bank and in hand 16 394.7 167.9 863 929
60394 53,3453 3,803.1 3,5638
Current liabilities
Creditors: amounts falling due within one vear 18 (1,985.8) {1,810.9 (1,170.2) (1,092.5)
Net current assets 40536 3,5344 26329 2473
Total assets less current lizbilities 7,5652 7.000.1 55148 5.535.1
Creditors: amounts falling duc after more than one year 19 (2,519.6) (1,810.0) (1,530.3) (1,1304)
Provisions for liabilities and charges 21 493) (186.1) (32.0 (1379)
Net assets before net post-retirement liability 49963 5.004.9 42525 42668
Net post-retirement lizbility 10 {469.5) (895.8) {465.7) __{8885)
Net assets 4,5268 41091 3,786.8 33783
Capital and reserves
Called up share capital 234 7125 712.1 7125 712.1
Share prefrium account 24 386.1 3809 380.1 3809
Capital redernption reserve 24 8.0 80 80 80
Revaluation reserve 24 3564 3706 2850 2792
Proiit and lass acoount 24 30638 26375 23952 1.598.1
Shareholders’ funds (all equity) 24 45268 4,105.1 3,786.3 33783

Approved by the Board
3 Seplember 2004
Allison Reed, Chief Financial Officer

(\C (o b




Notes to the financial statements

1, ACCOUNTING POLICIES

Basis of preparation

The finzncial staternents have been prepared in acoordance with applicable
accoumting standards in the United Kingdom.

The Group has fully adopted the following new accounting standards, or
amendments to existing standards issued by the UK Accounting Standands
Board:

* FRS 17— ‘Retirement Benefits® (see note 10); and

« Application Note G of FRS 5—“Revenue Recognition” (see note 2);

The impact of adopting these standands has been reflected throughout the
financial statements, Prior year comparatives have been restated where
appropriate. A summary of the more important Group accounting policies,
as amended by the adoption of the above, is given below.

Accounting convention and basis of consolidation

"The Group financial statements incorporate the financial staternents of
Marks and Spencer plc and all its subsidiaries for the 33 weeks ended 3 April
2004.

The financial statements are drawn up on the historical cost basis of
accounting, maodified to include the vatuation of certain United Kingdom
properties at 31 March 1988 and the valuation of investment properties.
Compliance with SSAP 19, ‘ Acoounting for Investment Properties’ requires
a departure from the requirements of the Companies Act 1985 relating to the
depreciation of investment propertics as explained below.

The Company is a wholly owned subsidiary of an EU company that
published consolidated financial statemenis that include a cash flow
staterment. Therefore, it is not required to produce a cash flow statement.

Tumover

Retail tumover comprises sales of goods to customers outside the Group fess
anappropriate deduction for actual and expected retns, discounts and
loyalty scheme voucher costs, and is stated net of Value Added Tax and
other sales taxes.

Financial Services tumover comprises inferest receivable from customers
together with other income attributable to the Financial Services operation.

Operating leases
Costs m respect of operating leases are charged on a straight line basis over
the lease term.

Pensions

Funded pension plans are in place for the Group’s UK employees and the
majority of employees overseas. The assets of these pension plans are
managed by third-party investment managers and are held separately in trust

Regular vafuations are prepared by indepenxent professionally qualified
actuaries. These determine the level of contributions required to fund the
benetits set out in the rules of the plans and allow for the periodic increase of
pensions in payment. Following the fiill adoption of FRS 17, the regular
service cost of providing retirement benefits to employees during the year,
together with the cost of any benefits relating to past service is charged to
operating profit in the year,

A aredit representing the expected returm on the assets of the retirement
This is based on the market value of the assets of the schemes at the start of
the financial year.

A charge within other finance charges representing the expected increase in
the liabilities of the retirement benefit schemes during the year is included
within net interest. This arises from the liabilities of the schemnes being one
year closer to payment.

The difference between the market value of assets and the present value of
accrued pension liabilittes is shown as an asset or liability in the balance sheet
et of defermed tax.

Differences between actual and expected retumns on assets during the year are
recogriised in the staternent of total recognised gains and losses in the year,

Goodwill

Priorto 31 March 1998, goodwill arising on consolidation was written off to
reserves in the year of acquisition. As permitted by FRS 10, this poodwill has
not been reinstated in the balance sheet and remains written offto reserves,
Goodwill arising on subsequent acquisitions is capitalised and amortised
over its useful economic life. The profit or loss arising on the sale of a
previously acquired business inchudes the attributable goodwill

TFixed assets

a  Capitalised interest

b Depreciation
Depreciation is provided to write off the cost or valuation of tangible
fixed assets, less residual vatue, by equal annual instalments as follows;
= Jand: not depreciated,
« fieehold and leasehold buildings over 50 years: depreciated to their
estimated resicdual value over their estimated remaining economiic lives.
» leasehold land and buildings wnder 50 years: over the rernaining period
of the lease.
« fit out: 1025 years according to the estimated life of the asset.
« fixtures, fittings and equipment: 315 years according to the estimated
life of the asset.

Depreciation is charged on all additions to, or disposals of, depreciating
assels int the year of purchase or disposal.



Notes to the financial statements

1. ACCOUNTING POLICIES continued
Any mmpairment in value is charged to the profit and loss account except
where, in certain circumstances, it relates to a previously revalued asset,
in which case it is charged through the statement of total recognised
gains and losses.

¢ Land and buildings
The Group’s frechold and leasehold properties in the United Kingdom
were valued on the basis of open market value for existing use in 1982.
At 31 March 1988, those same properties (excluding subsequent
additions and adjusted for disposals) were revatued. On adoption of
FRS 15, the Group followed the transitional provisions to retain the
book vafue of fand and buildings which were revalued in 1988, but not
to adopt a policy of revaluation in the fiture.

These values are retained subject to the requirement to test assets for
impairment in accordance with FRS 11.

d Investment properties
Investment properties are revalued annually and included in the balance
sheet at their open market value. In accordance with SSAP 19, no
depreciation is provided in respect of investment properties. This
represents a departure from the Companies Act 1985 reguirements
concerning the depreciation of fixed assets. These properties are held for
investment and the directors consider that the adoption of this policy is
necessary to give a true and fair view.

Current asset investments

Current asset investrents are stated at market value, All profits and losses
from such nvestments are included in net inferest income or in Financial
Services turnover as appropriate. This represents a departure from the
Companies Act 1985 requirements concerning the valuation of current asset
investments. These assets are held as investments in the insurance and the
long-term assurance businesses and the directors consider that the adoption
of this policy is necessary to give a true and fair view.

Stocks
Stocks are valued at the lower of cost and net realisable value using the retail
method. All stocks are finished goods.

Loans and advances to customers

Loars and advances are classified as impaired when an instalment is in
excess of 30 days ovendue. Specific provisions are made against all advances
identified as impaired at the balance sheet date to the extent that, in the
opinion of the directors, recovery is doubtfill. Specific provisions against
such exposures are caloulated using a bad debt provision model, which uses
the last two years' credit history to produce estimates of the likely level of
asset impairment. General provisions relate to latend bad and doubtfil delis
which are present in anty lending pottfolio but have not been specifically
identified. General provisions are calculated using the same bad debt
provision model and an evaluation of cuarent economic and political factors.

Loans and advances are written off when there is no realistic prospect of
recovery, based on a predetermined set of eriteria. Account balances written
off include those where no payment has been received for a period of 12
months since the account was identified as doubtful, and in other situations
such as bankruptey, insolvency or fraud.

Long-term assurance business

The value of the long-term assurance business consists of the present value
of surphuses expected to emerge in the fiture from business cumently in
foree, and this value is included in prepayments and accrued income. In

determining their value, these stzphises are discounted at a risk-adjusted,
post-tax rate. Changes in the value are included in the profit and loss acoount
grossed up at the standard rate of corporation tax applicable to insurance
COTMpanies.

Derivative financial instruments

The Group uses derivative financial instraments to manage its exposures to
fluctuations in foreign currency exchange rates and inferest rates. Derivative
instruments utilised by the Group include interest rate and currency swaps,
and forward currency contracts, Amounts payable or receivable in respect of
interest rate swaps are recoghised as adjustiments to net interest expense over
the period of the contract. Forward currency contracts are entered into as
hedges, with the instrument’s impact on profit deferred until the undertying
transaction is recognised in the profit and loss account.

Foreign currencies

The results of infemational subsidiaries are translated at the weighted average
of monthly exchange rates for sales and profits. The balance sheets of
overseas subsidiaries are translated at year-end exchange rates. The resulting
exchange differences are dealt with through reserves and reported in the
consolidated statement of total recognised gaine and losses.

Transactions denominated in foreign currencies are translated at the
exchange rate at the date of the transaction. Foreign ourrency assets and
lizbilities held at the year-end are translated at year-end exchange rates or the
exchange rate of a related forward exchange coniract where appropeiate. The
resulting exchange gain or loss is dealt with in the profit and loss account.

Deferred taxation

Defirred taxation is accounted for on an uniscounted basis at expected tax
rates on all differences arising from the inclusion of items of income and
expenditure in taxation computations in periods different from those in
which they are included in the financial staternents. A deferred tax asset is
only recognised when it is more likely than not that the asset will be
recoverable in the foreseeable fiture out of suitable taxable profits from
which the underlying timing differences can be deducted.



2. SEGMENTAL INFORMATION

A Classes of business
The Group has two classes of business: Retailing and Financial Services,

Tumover Operating profit Operating assets
2003 2003 2003
2004 As restated 2004 As restated 2004 As restated
£m fm fm £m £m fm
Retailing activities 79715 76892 7733 6395 30715 26269
Before exceptional operating charpes 8154 6834
Exceptional operating charges @2 (43.9)
Financial Services' 3300 3299 506 864 601.2 648.7
Total 83015 80191 8239 7259 36727 32756
Profit on sale of property and other fixed assets 187 1.6
Net loss on saleftenmination of operations - (5
Net interest expetise 458 (40.5)
Other finance (charpesyincome (152) 270
Profit on ordinary activities before taxation 781.6 7125 36727 32756
Unallocated net assets 845 831.7
Net assets 45172 41073
B Geographical split
The geographical segments disclose tumever and operating profit by destination and reflect management responsibility.
Tumover Operzting profit Operating assets
2003 2003 2003
2004 As restated 2004 As restated 2004 As restated
£m fm £m fm fm fm
United Kingdom
Retail 72937 70271 7259 596.7 29542 25102
Before exceptional operating charges 7680 6406
Exceptional operating charges (773} 3.9
Financial Services' 3300 3299 506 864 6012 648.7
16237 735710 7765 683.1 35554 3,1589
International Retail 677.8 662.1 474 428 1173 116.7
Total 8301.5 8019.1 8239 7259 36727 32756
Application Note G of FRS 5 - “Revenue Recognition’ has been adopted for the first time in these finanicial statements.
The key areas affected by the adoption of the new guidance are as follows:
* a provision for customer returns has now been made representing the Group’s cumnulative estimate of the amount of merchandise sold during the year which

will be retumed and refinded in the following year,
» staff discounts, previously reported as part of employee costs, have been reclassified and are now deducted from tmover; and

+ discounts provided to certain customers at Kings Super Markets, previously reported as a deduction from gross margin, have been reclassified as deductions

from turmover,

These charges have been accounted for by way of'a prior period adjustment and previously reported figures have been restated accordingly. The impact of adopting
the new policy for the current financial vear is to reduce tumover by £49.8m with a negligible impact on profit before tax. The impact of adopting the policy for the

year ended 29 March 2003 was to reduce turnover by £358.1m and profit before tax by £3.4m.

' Operating profit for Financial Serviees inchudes £93m of merchant fee income (last year £14.1m) arising on Marks & Spencer Chargecard transactions. This fee

is payable by UK Retail and has been deducted in arriving at UK Retail operating profit.

UK Retail trnover inchuding VAT comprises Clothing £4,032.6m (last year £3,976.5m); Home £526.6m (last year £542.6m) and Foods £3,4902m (last year
£3.242 3m). VAT on UK Retail tumover was £755.7m (last year £734.3m). Since last year-end, £138.0m of gifts have been reclassified to be included within
Home. Certain other product lines have also been reclassified to reflect management responsibility. As a result of this change, comparative figures have been

resiated.

¥ Tumover from continuing cperations originates in the following geographical segments: United Kingdom £7,783.4m (last year £7,500.5m) and Infemational

£518.1m (last year £518.6m),
* The value of goods exported from the UK, including shipments to international subsidiaries, amounted to £293.0m (last year £271.6m),




Notes to the financial statements contined

3. OPERATING PROFIT 2004 2003
Before
Before exceptional
exceptional  Exceptional items  Exceptional Total
items Hems Total Asrestated items As restated
£m £m £m fm fm fm
Tumover 8,015 - 83015 8,019.1 - 80191
Cost of sales (5.259.9) - (52599 (51182) ~ (5,118
Gruoss profit 316 - 3.041.6 29009 - 29005
Employee costs (see note 9) (1,067.0) 245  (1,0915) (10675 25) (1,070.0)
Ocoupancy costs (2804) 52) (2856) (264.7) ~ (264.7)
Repairs, renewals and maintenance of fixed assets (932) - 932) (114.8) -~ (114.8)
Depreciation 2419 @2} (246.1) (234.9) ~ 2349
Other costs' {493.1) (82) (501.3) (449.2) (41.4) (490.6)
Total net operating expenses” 2,1756) 421 (2277 (213L1) (43.9) (2,175.0)
Operating profit 866.0 4Ll 8239 769.8 43.9) 7259
The directors consider that the nature of the business is such that the anatysis of expenses shown above is more informative than that set out in the formats of the
Companies Act 1985.
U Included in ‘Other costs” is the auditors® remumeration for audit and non-audit services as follows:
Grogp Company
2004 2003 2004 2003
£m £im £m fm
Statutory awdit services
Axqual andit 1.0 08 05 04
Non-audit related services
Further assuremce services 0.1 G4 0.1 [{N 1
Tax advisory services 09 04 08 02
General consultancy 04 06 0.1 02
1.4 14 1.0 05

2
other rental costs (last year £102.0m).

4. EXCEPTIONALITEMS

Included in ‘Total net operating expenses” are rentals under operating leases, comprising £4.1m for hire of plant and machinery (last year £3.8m) and £108.9m of

A Exceptional operating charges 2004 2003

£m fm
Head office relocation 196 76
Head office restructuring programme 225 -
Restructuring of general merchandise logistics operations 363
Exceptional operafing charges 2.1 439
B Profit on sale of property and other fived assets 2004 2003

fm £m
Profit on sale of property and other fived assets 187 16
C  Loss on sale/termination of operations 2004 2003

£m fm
Loss on saletermination of operations (26.8) (12.3)
Less provision made in 2001 268 10.8
Net loss on sale/termination of operations - {15)

The 10ss on sale/termination in the current year relates to the closure of the Continental European operations.
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5. NETINTEREST EXPENSE 2004 2003
£m £m £m £m
Bank anxi other inferest income 2485 218
Less: amounts included in turmover of Financial Services (2352) (262.0)
133 108
Interest expenditure (136.1) (1379)
Less: inferest charged to cost of sales of Financial Services 770 857
(9.1} (31.3)
Net interest expense {45.8) (40.5)
Interest expenditure comprises:
Amounts repayable within five vears:
Bank loans, overdrafts and other borrowings (22) (224)
Medium term notes (68.1) (69.8)
Securitised loan notes (12) {1.0)
915) (93.2)
Amounts repayable afler five years:
Medium term notes 248 24.1)
Securitised loan notes (19.8) {197
(44.6) (43.8)
(136.1) (137.0)
6. TAXATION ON ORDINARY ACTIVITIES
A Taxation charge for the period 2004 2003
£m £m fm fm
Cunent taxation
UK coxporation tax at 30% (last year 30%):
Current year 205.7 2113
Prior years (3.6 (16.4)
2021 199
Overseas taxation 3.7 37
Total arrent taxation 2058 198.6
Deferred taxation (see note 21)
Current year 200 74
Prior years {2.5) 29
Total deferred taxation 235 103
229.3 208.9
Included in the tax charge for the year is a credit of £12.7m (last year £9.1m credit) which is attributable to exceptional charges
B Taxation reconciliation 2004 2003
£m fm
Profit before taxation 7816 7125
Taxation at the standard UK corporation tax rate of 30% (last year 30%¢) 2345 2137
Permanent differences 6.0 115
Capital allowances in {(excess ofyless than depreciation (18) 24
Other timing differences (24.2) 9.7
Net effect of restruchuring charges 19 G6
Net effect of different rates of tax in overseas businesses ()] (3.6)
Adjustments to tax charge in respect of price periods 36 (164)
Other differences - 0.1
Total current taxation 2058 198.6
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Notes to the financial statements cotinued

7. PROFIY FOR THE FINANCIAL YEAR

The profit and Joss account of the Compary is not presented as part of these financial statements. A profit after tax of £511.2m (last year £395.7m) is dealt with in the

financial statements of the Company.
8. DIVIDEND 2004 2003
£m fm
Dividends on equity shares
Proposed final ordinary dividend of 92p per share (last year 8.7p per share) 2620 417
9. EMPLOYEES
A Aggregate remuneration
The aggregate rerumeration and associated costs of Group employees were:
2004 2003
Before
Before exceptional
exceptional  Exceptional items  Exceptional Total
items items Total As restated itemns Asrestated
£m £m £fm £m £m £m
Wages and salaries 8453 230 8683 8375 10 8385
Share Incentive Plan (see note 9C) - - - 88 - 838
Social security costs 557 01 553 474 03 477
Pension costs (see note 10A} 1233 - 1238 1318 - 1318
Employee welfare and other persormel costs 422 14 436 420 12 432
Employee costs 1,067.0 45 1,09015 10675 25 10700
Exceptional employee costs mehude £22.5m (last year £nil) in connection with the Head Office restructuring prograrmme and £2.0m (last year (£2.5m) relating to the
Head Office relocation.
B Average number of employees
mumber of emplovees of the ing the year was; 2004 2003
Management and supervisory categories 4419 4335
Other 56,008 53,191
UK head office Management and supervisoty categories 2,755 2616
Other N9 997
Financial Services  Management and supervisory categories 265 200
Other 1,354 1,267
Overseas 4,381 4527

70,101

67133

If the nurnber of hours worked was converted on the basis of 'a normal working week, the equivalent average number of full-time emmployess would have been 46,654

(last year 47,756).

C  United Kingdom Share Incentive Plan and Republic of Treland Profit Share Scheme

The Company has adopted the free share element of the new allemployee Share Incentive Plan, which is approved by the Inland Revenue. This is a discretionary
plan and the Company will decide each year whether an award is to be made, depending upon the year-end profits. The Republic of Ireland Profit Sharing Scheme
remains unchanged. No award will be made in July 2004 in respect of the financial year ending 3 April 2004. Last year, an award of £8.8m, representing 2.0%6 of the

eamings of 53,418 eligible employees (with a maximum award of approximately £220) was made.

These shares are purchased in the market: 2,556,366 ordinary shares in Matks and Spencer Group plc were purchased by the Profit Sharing Trustees in respect of the

200272003 allocation.

12




10. RETIREMENT BENEFITS
The Group has adopted FRS 17 - ‘Retirement Benefits’ in full for the year ended 3 April 2004. For the year ended 29 March 2003, the Group accounted for
retirement benefits under SSAP 24 and gave disclosures under the FRS 17 transitional arrangements.

The total cost of retirement benefits for the Group was £139.0m (last year £104.8m) under FRS 17 of which £123.8m (last year £131.8tn) has been charged against
operating profit and £152m (last vear a credit of £27.0m) has been charged within other finance charges. Ifthe Group had continued to account for retirement benefits
under SSAP 24, the total Group cost would have been £182.2m (last year £146.4m). 1heSSAP24:mtwmﬂdInvebemfuglﬂﬂnsywwhmmnmamdto[astyear
because it includes the impact of the full actuarial valuation of the UK defined benefit pension scheme at 31 March 2003 (see below).

Within the total Group retirement benefit cost of £139.0m, £130.7m relates to the UK defined benefit pension scheme. The Group also operates small defined benefit
pension schemes in the Republic of Treland and at Kings Super Markets in the USA. Retirement benefits also includes a UK post-retirement healtheare scheme and
unfinded pension plans.

Contributions to non-defined benefit pension schemes in the year were £2.3m (Jast year £5.7m). These are inchuded innote ().

Disclosures for the Company are not provided here as the impact on the profit and loss acoount, and the assets and liabilities of'the Company are not materially
dlissimilar to that of the Group.

{a) A full actuarial valuation of the UK defined benefit pension scheme was carried out at 31 March 2003 and showed a deficit of £585m. This valuation, and the
‘most recent acarial valuations of the other post-retirement schemes, have been updated by independent qualified actuaries to take account of the requirements of
FRS 17 in order to assess the liabilities of the schemes at 3 April 2004. The FRS 17 data for 2003 and 2002 has been restated to include the defined benefit pension
scheme at Kings Super Markets, The major assumptions used for FRS 17 purposes were:

2004 2003 2002

Yo % %

Rate of increase in salanies 35 35 40
Rate of increass in pensions in payment 27 25 25
Discount rate 56 55 59
Inflation rate 27 25 25
Long-term: healthcare cost increases 7.7 75 15

(b) The market value of the assets in the Group defined benefit pension schemes and the expected long-term rates of return as at 3 April 2004 were:

Expected long-term rate of rehrn p.a. Value

2003 2002

2004 2003 2002 2004  Asrestaed As restated

Yo % % £m fm fm

UK equities 8.1 87 79 4.7 7570 1,1134

Overseas equities 86 9.0 83 10114 772 9558

Govemnrent bonds 43 46 53 8334 5002 290.1

Corporate bonds (Triple B or above) 56 55 59 4833 561.1 740.9

Other 37 4,0 46 3314 430 9.0

Total market vatue of assets' 68 73 73 36342 26385 31092
Present value of schemne liabilities : (4280.1) (3.888.1)
Pension scheme deficit (6459) (1,249.6)
Unfimded pension plans 32) (39)
Post-retirernent heatthcare {20.4) 24.7)
Total post-retirement liabilities {669.5) (12782)
Less: Related deferred tax asset 200.0 3824
Net post-retirement liability (462.5) (895.8)

' The expected retum on assets of 6.8% for 2004 is based on the assumption that cash of £306m (included under *other’) was invested in government bonds
inmnediately following the year end.

(c) Analysis of the amount charged apainst profits:

2003
2004 As restated
£m £m

Operating profit
Current service costs 1238 131.8

Finance cost

Expected return on scheme assets (196.9) (231.0)
Interest on scheme ligbilities 2121 204.0
Net finance charges/{(income) 152 27.0)
Total charge 139.0 104.8
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Notes to the financial statements continued

10. RETIREMENT BENEFITS continued
(d) Analysis of the amount recognised in the staternent of total recognised gains and losses:

2003

2004 As restated

£m fm

Actual refurn less expected refurn on scheme assets 4019 (7133)

Experience (losses)ygains arising on scheme liabilities (30.3) 160

Chenges in assumptions undlerlying the present value of schere libilities (157.8) (196.1)

Actuarial gain/(loss) recognised in the consolidated staterment of total recopnised gains and losses 2138 (893.4)
(&) Movements in liability during year:

2003

2004 As restated

fm fm

Post-retirement liability at begirming of year (1278.2) (420.8)

Current service cost' 1238) (131.8)

Cash contribution” 5337 1408

Net finance (charges)income 152 270

Actuanial gain/loss) 2138 (8934)

Exchange movement 02 _

Post-retirement liability at end of year (669.5) (1,2782)

! The UK defined benefit pension scheme is closed to ew members and so under the projected unit method the service cost rate would be expected to increase

over time due to the expected inerease in the average age of employed members subject to actual experience.

2 The cash contribution of £533.7m includes £400m to the UK defined benefit pension scheme in respect of the deficit identified at the time of the firll acharial
valuation of the scheme at 31 March 2003, Futire contributions to the UK scheme will be made at the rate of 15.8% of pensionable salaries up to the next full

actuarial valuation.
(f) History of experience pains and losses {these will be built up over time to give a five-year history):
2003
2004 Asrestated
£m fm
Actual retum less expecied retum on scheme assets:
Amount 4019 (7133)
% of scheme assets at end of year 11.1% (27.0%)
Experience (lossesYmains arising on scheme Labilities:
Amount (30.3) 160
% of scheme lisbilities at end of year 0.7%) 04%
Total amount recognised in staterent of total recognised gains and losses:
Arnount 2138 (8934)
% of scheme liabilities at end of year 50% (23.0%)
11. DIRECTORS
A  Emoluments
Emoluments of directors of the Company are summarised below. Further details are given in the Remuneration Report within the Annual Report and financial
staternents of Marks and Spencer Group ple.
2004 2003
£000 £000
Highest paid director 693 1,725
Agpregate emoluments of other directors 3679 5489
Gains made on exercise of options 11 15
Termination payments 754 451

The highest paid director had an acerued pension of £10,000 (last year £7,000). Six directors (last year six) are accruing retirement benefits under a defined benefit

scheme. Two directors (last year one) realised a gain on the exercise of share options.
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11. DIRECTORS continued

B Transactions with directors

During the year, transactions entered info by Marks and Spencer Financial Services ple with directors and commesied persons resulted in the following outstanding

balances on their combined credit and loyalty cards as at 3 April 2004:

2004 2003

Total Total

No. of balances No. of balances
persons £ persons £
6 31209 5 11888

Interest free loans were made under the employees’ loan scheme by the Company to Graham Oakley and Maurice Helfgott prior to their appointments as directors.
Asat 3 April 2004 the loan to Graham Oakley was £4,956 (last year £16,944). The balance on the loan to Maurice Helfgott at 19 November 2003 was £45,710,
which was the highest balance since his appointment. The loan batance was £40,630 at 3 April 2004.

Except as noted abowve, there was no cortract of significance to which the Conpaiy, or one of its subsidiaries, was a party and in which a director of the Company

was materially interested during the year.
12. TANGIBLE FIXED ASSETS Group
A Tangible fived assets Fixtures, Assetsinthe
Land & fittings & course of
buildings equipment  construction Total
£m £m fm £m
Cost or valuation
At 30 March 2003 22659 29662 385 52706
Additions 794 3035 506 433.5
Transfers 297 87 (384) -
Revatuation surplus 73 - = 73
Impairment of previously revalued properties 200 - - (2000
Disposals (88.7) (103.5) - (1922
Differences on exchanpe (44} (18.1) {03) {(22.8)
At3 April 2004 22692 3,156.8 50.4 54764
Accumulated depreciation
At 30 March 2003 1175 1,7180 - 1.8355
Depreciation for the year 108 2353 - 246.1
Disposals (10.5) (79.5) - (90.0)
Differences on exchange (05) (123) - (12.8)
At3 April 2004 1173 18615 - 19788
Net book value
At 3 April 2004 21519 1.2953 504 34976
At 29 March 2003 21484 12482 385 3435.1
Company
Fixtures, Assetsinthe
Land & fittings & course of
buildings equipment  construction Total
fm £m fm fm
Cost or valuation
At 30 March 2003 15580 26842 384 42806
Additions 387 2816 432 36335
Transfers 296 87 (383) -
Revaluation surplus 73 - - 73
i {25.6) (82.9) - (108.5)
At 3 Aprit 2004 1,608.0 23916 433 45429
Accumulated depreciation
At 30 March 2003 9.0 15453 - 16443
Depreciation for the vear 80 2190 - 2270
Disposals (10.2) (704) - {80.6)
At3 April 2004 96.8 1,6939 - 1,790.7
Net book value
At3 April 2004 15112 1,197.7 B3 7522
At 29 March 2003 14590 L1389 384 26363
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Notes to the financial statements continued

12, TANGIBLE FIXED ASSETS continued

Analysis of land and buildings Group
Long Short

Freehold leasehold leasehold Total

£fm fm fm fm

At valuation 604.0 3836 122 999.8

Atcost 7771 4175 748 1,2694

1,381.1 8011 870 22692

Accumulated depreciation (31.4) (21.3) (64.6) (117.3)
Net book value

At3 April 2004 1,349.7 779.8 224 21519

At 29 March 2003 1.286.1 834.7 276 21484

Analysis of land and buildings Company

Long Short

Frechold leaschold leasehold Total

im £m fm fm

At valuation 28538 3395 122 6375

At cost 626.0 274.1 704 9705

9118 6136 826 16080

Accumulated depreciation (19.1) (17.4) (60.3) (96.8)
Net book value

At 3 April 2004 892.7 3962 223 15112

At 29 March 2003 839.2 5929 269 14590

B Investment properties

Frechold land and buildings include imvestment properties as follows:

Group and Company
fm

Cost or valuation
At 30 March 2003 305
Revaluation surplus 13
At3 April 2004 378

The properties were valued as at 3 April 2004, by qualified professional valuers working for the company of DTZ Debenham Tie Leung, Chartered Surveyors, acting
in the capacity of External Valuers, All such valuers are Chartered Surveyors, being members of the Royal Institution of Chartered Surveyors.

The propertics were valued on the basis of open market value at an aggregate value of £37.8m. All valuations were caried out in accordance with the RICS Appraisal
and Valuation Manual,

C  Tangible fixed assets at cost

Gerald Eve, a firm of independent Chartered Surveyors, valued the Group’s Seehold and leasehold properties in the United Kingdom as at 31 March 1982, This
valuation was on the besis of open market value for existing use. At31 March 1988, the directors, after consultation with Gerald Eve, revalued those of the Group’s
properties which had been valued as at 31 March 1982 (exchuding subsequent additions and adjusted for disposals). The directors’ valuation wes incorporated into the
financial statements at 31 March 1988.

I the Group’s land and buildings had not been valued as set out above, their net book value would have been:

Group

2004 2003

£m £m

At valuation at 31 March 1975 2271 287
Atoost 1,402.0 13686
1,629.1 1,597.3

Accumulated depresiation {(146.3) (146.0)
Closing net book value 14828 14513

' TheGroup and Company also valued its kand and buildings in 1955 and in 1964. I the opmion of the directors, ureasonable expense woukd be incurred in obtaining the criginal casts of the assets
valued in those yeaes and in 1975,
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Notes to the financial statements contined

12. TANGIBLE FIXED ASSETS continued

If the Company’s land and buildings had not been valued as set out above, their net beok value would have been:

Company

2004 2003

£m fm

At valuation at 31 March 1975' 1645 166.1
At cost 7293 676.1
8942 8422

Accurmnulated depreciation 1344 136.1
Closing net book value 7598 706.1

' The Group and Company also valued its land and buildings in 1955 and in 1964. In the opinion of the directors, unreasonable expense would be incurred in

obtaining the original costs of the assets valued in those years and in 1975,

13. FIXED ASSET INVESTMENTS Group
A Investments Joint Other
venture'  investments” Total
fm fm fm
Cost
At 30 March 2003 88 313 40.1
Additions - 42 42
Disposals - (119 {119
Share of joint venture’s losses {03) - 03)
Differences on exchange — (19) {1.9)
At3 April 2004 85 217 302
Accumulated provision and amortisation
At 30 March 2003 86 86
Amortisation - 14 14
Provision for impairment - 71 711
Diiferences on exchange - 0.9 (0.9)
At 3 April 2004 - 162 162
Net book value
At 3 April 2004 85 55 14.0
At 29 March 2003 38 227 35
Company
Sharesin =~ Loansto
Group Group Joint Other
undertakings undertakings venture!  investments’ Total
£m £m £m £m fm
Cost
At 30 March 2003 669.1 425 6.1 22 7199
Additions - - - 36 36
At 3 April 2004 669.1 25 6.1 58 7235
Accumulated provision and amortisation
At 30 March 2003 2920 - - 04 2924
Amortisation - - - 14 14
At 3 Apnil 2004 2920 - - 18 2938
Net book value
At3 April 2004 377.1 425 6.1 4.0 4297
At 29 March 2003 3m 425 6.1 L 4275

! The joint venture represents a 50%%equity interest in Hedge Fnd Park Ltd, a property investment compeany incorporated in Great Britain. The partner in the joint

venture is J Sainstury ple, The Group’s investrment in the joint venture inchades accurnulated reserves of £2.4mi (last year £2.7m).

? Other investments include listed securities held by a subsidiary and shares held for employee share schemes. The difference between the book value and market
wvalue of the listed securities is negligible. The shares held for employee share schemes include 1,795,951 (last year 705,327) of shares held in employee trusts for

the Restricted Share Plan and Long-term Incentive Schere.
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13. FIXED ASSET INVESTMENTS contirued

B Principal subsidiary undertakings

The Company’s principal subsidiary undertakings are set out below. A schedule of inferests in al] undertakings is filed with the Armual Return.

Country of Proportion of voting rights
Principal incorporation and shares held by:
activity and operation Company A subsidiary
Marks and Spencer International Holdings Limited Holding Company Great Britain 100% -
Marks and Spencer (Nederland) BV Holding Company The Netherlands - 100%
Marks & Spencer Finance Inc Holding Company United States 100% -
Marks and Spencer (Treland) Limited Retailing Republic of Treland - 100%%
Kings Super Markets Inc Retailing United States - 100%
Marks and Spencer (Asia Pacific) Limited Retailing Hong Kong - 100%
M&S Card Services Limited Credit Card Handling Great Britain 100% -
Marks and Spencer Retail Financial Services
Holdings Limited Holding Company Great Britain 100% -
Marks and Spencer Financial Services ple Financial Services Great Britain - 100%
Marks and Spencer Unit Trust Management Limited Financial Services Great Britain - 100%
Marks and Spencer Savings ardd Investments Limited Financial Services Great Britain - 100%%
Marks and Spencer Life Assurance Limited Financial Services Great Britain - 100%6
M.S. Insurance LP. Financial Servioes Guernsey - 100%
M.S. Il Inswrance L.P. Fmnancial Services Guemsey - 100%
Marks and Spencer Investments Limited Finance Gireat Britain - 100%%
St Michael Finance plc Finarice Great Britain 106% -
Marks and Spencer Finance ple Finance Great Britain 100%% -
Marks and Spencer Property Holdings Limited Property Investment Great Britzin 100% -
Amethyst Leasing (Propetties) Limited Finance Great Britain - 100%
Amethyst Finance ple Finance Gireat Britain - -
Marks and Spencer SCM Limited Procurement Great Britain 100% -
The Zip Project Limited Procurement Great Britain 75% —

' Amethyst Finance ple is a wholly owned subsidiary of 2 non-group company but has been consolidated in these accotmis s a quasi-subsidiary in accordanee
with FRS 5. The quasi-subsidiary has net assels of £nil (last year £nil), the material balances being secauritised loan notes of £325.6m (last year £328.7m) offset by

areceivable from a group company.

The Company has taken advantage of the exemption under Section 231(5) of the Companies Act 1985 by providing information only in relation to subsidiary
undertakings whose results or financial position, in the opinion of the directors, principally affected the financial statements.

14. DEBTORS Group Company
2003 2003
2004 Restated 2004 Restated
fm fm £m fm
A Amounts receivable within one year

Trade debtors 305 321 301 292
Customer advances 7408 5343 - -
Amounts owed by Group imdertakings 2,1706 20990 3,1819 28581
Other debtors’ 433 110.7 23 946
Deferred tax asset (see note 21) 35 - - -
Prepayments and accrued jincore” 1528 1760 1308 163.0
31415 29521 33741 31449

B Amounts receivable after more than one year®
Customer advances 1,711.6 14816 - -
Other debtors' 88 157 67 i34
Prepayments and accrued income’ 589 62.2 - 79
1,7793 1,559.5 6.7 213

L Other debtors include interest-free loans to two directors of fhe Company of £45,586 (fast year £16,.944),
7 Prepayments and accrved income include £76.0m (last yesr £119.5m) in respect of the UK pension scheme. In addition, prepayments include £61 3m (Jast year

£574m) relating to the long-term assurance business.

3 Amounts receivable after more than one year include £61.1m (last year £64.4m) of non-financial assets which have been exchuded from the analysis innote 17.
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Notes to the financial statements continwed

15. CURRENT ASSET INVESTMENTS Group
2004 2003
fm £fm

Listed investments:
Government secirities 869 1314
Listed in the Unjted Kingdom 1918 1085
Listed overseas 426 595
Unlisted investments 46 46
3259 304.0

Listed investments include £175.5m (last year £160.9m) in relation to the long-term assurance business,

16. CASHATBANK AND IN HAND

Cash at bank includes commercial paper and short-tenm deposits with banks and other financial institutions with initial maturity of three months or less.

17. ANALYSIS OF FINANCIAL ASSETS

After taking into account the various interest rate swaps entered into by the Group, the currency and interest rate exposure of the Group’s financial assets is set out
below. There are no financial assets other than short-term debtors excluded from this anatysis.

A Interest rate and currency analysis

Group
2004 2003

Non-interest Non-interest
Fixed rate Floating rate bearing Total  Fixedrate Floating rate bearing Total
Currency £m £m £m £m fm fm fm fm
Sterling 6242 1,6339 110.5 23686 1444 16412 538 1,8394
US dollar - 150 37 187 62 180 04 246
Furo - 196 63 259 276 303 115 694
Other - 185 86 271 195 344 06 545
624.2 1,687.0 129.1 24403 1977 1,723.9 66.3 1,987.9

The floating rate sterling, US dollar and euro assets are at interest rates linked to LIBID. The nor-interest bearing financial assets are predominantly cash in tills and
uncleared deposits.

B Analysis of fixed interest rate Group_
2004 2003 2004 2003

Weighted Weighted Weighted average Weighted average

average average period for which period for which

interest rate interest rate rate is fixed rate is fixed

Currency % % Years Years
Sterling 56 56 25 10.1
US dollar - 38 - 95
Euro - 43 - 89
Other - 26 - 66
C  Analysis of financial assets Group
2004 2003

fm £m

Current asset investments 3259 3040
Cash a bank and in hand 3947 1679
Customer advances falling due in more than one year 1,716 14816
Fixed asset investments 15 209
Other amounts receivable after more than one year 65 135
Financial assets as defined by FRS 13 24403 1.987.9
Other amounts receivable in less than one year 29114 26333
Financial assets including amounts receivable in less than one year 5,346.1 46212
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18. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR Group Company

2003 2003

2004 As restated 2004 As restated

£m £m £fm £fm

Bank loans, overdrafts and commercial paper” 1260 1502 704 79
Medium term notes (see note 208) 2165 4439 - 154
Securitised loan notes (see note 20B) 27 25 - -
Trade creditors 2102 2016 166.0 1659
Amounts owed to Group undertakings - - 211.7 1176
Taxation 3 969 33 620
Social security and other taxes 43.1 305 357 256
Other creditors” 2917 2884 1654 159.5
Customer deposits 4393 786 - -
Accruals and defermed income 3086 2706 277 2259
Proposed final dividend 262.0 2477 262.0 2477
1,9858 1.810.9 L1702 10925

Barnk loans, overdrafts and commercial paper includes a £5.0m (last year £5.0m) loan from the Hedge End Park Ltd joint venture.
Other creditors includes £32.6m (last year £31.7m) which is treated as a financial liability (see note 20B).

19. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR Group Company
2004 2003 2004 2003
£m fm £m £m

Medium term notes (see note 20B) 1,980.0 13109 15258 1,1280

Securitised loan notes (see note 208) 3133 3157 0.1 -

Other creditors'™> 263 1834 44 24

25196 1.810.0 15303 1,1304

' Other creditors include £182. 1m (last year £132.6m) of non-financial liabilities which have been excluded from the analysis in note 20.
? Other creditors include £179.5m (Jast year £130,5m} in relation to the long-term assurance business.

20. ANALYSIS OF FINANCIAL LIABILITIES

A Interest rate and currency analysis

After taking into account the various interest rate and currency swaps entered into by the Group, the currency and interest rate exposure of the Group’s financial
liabilities are set out below. There are no financiat liabilities other than short-term creditors excluded from this analysis.

Group

2004 2003

Fixedrate Floating rate Total Fixedrate  Floating rate Total

Curency £m £m £m £m fm £fm
Sterling 1,7316 971.7 2,7033 7809 1,515.1 22960
US dotlar - 83 83 - 95 95
Furo - 36 36 - 02 02
Other - 01 0.1 - = -
1,7316 983.7 2,7153 780.9 15248 2.305.7

The floating rate sterling, US dollar and euro borrowings are linked to interest rates related to LIBOR. These rates are for periods ranging from one month to six
months. The fixed rate sterling botrowings are at a weighted average rate of 5.5% (last year 6.2%5) and the weighted average time for which the rate is fixed is 8.6
years (last vear 132 years).
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Notes to the financial statements cmtinued

20. ANALYSIS OF FINANCIAL LIABILITIES continued
B Maturity of financial liabilities

2004 2003
£m £m
Repayable within one year:
Bank loans, overdrafis and commercial paper 1260 1502
Medium term notes 2165 439
Securitised loan notes 2.7 25
Other creditors 326 317
3778 6283
Repayable between one and two years:
Medium term notes 3008 266
Securitised Joan notes 32 59
Other creditors 23 23
3353 548
Repayable between two and five years:
Medium term notes %03.4 9152
Securitised loan notes 114 114
Other creditors 219 243
936.7 950.9
Repayable in five years or more:
Medium term notes' 7668 369.1
Securitised loan notes” 298.7 2984
Other creditors - 42
1,0655 6717
27153 23057

! Relates to two fixed rate bonds at rates of 6.375% repayable on 7 November 2011 and 5.625% repayable on 24 March 2014.

? Relates tothree separate bonds securitised against 45 ofthe Group®s properties. Two are repayable in instalments. The gross amounts before finance costs are
£54.6m and £131m respectively. The first is a floating rate bond which has been swapped into a fixed rate 0of 6.34%, amortised on a quarterly basis from 12
March 2002, with final payment due on 12 September 2015. The second is a floating rate bond which has been swapped into a fixed rate of 6.344%, amortised
on & quarterty basis from 12 September 2015, with final payment due on 12 December 2028, The gross amaount of the remaining bond is £140m before finance
costs. It relates to a fixed rate bond at & rate of 6282% and is repayable in full on 12 December 2026.

C Borrowing facilities
At 3 Aprii 2004, the Group had undrawn committed facilities of £405m (last year £385m) linked to its commercial paper programme and subject to annual review.

The Group also has a number of undrawn uncommitted facilities available to it. At 3 April 2004, these amounted to £415.0m (last year £402.2m), all of which are due
to be reviewed within a year. The Group also has a three-year syndicated credit facility of £1.25bn.
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21. PROVISIONS FOR LIABILITIES AND CHARGES Group
Post-retirernent UK Overseas Deferred
health berefits restructuring’  restructuring’ tax’ Total
£m £m fm £m £m
At 30 March 2003 250 54.0 441 105.3 2284
Prior year adjustment 03) - - (395.8) (396.1)
Transfer to net post-retirement liability (24.7) 39 - 3824 3538
At 30 Marck 2003 as restated - 501 441 91.9 184.1
Provided in the period - 253 - 291 544
Utilised during the period - (39.1) (2658) - 659)
Released - @1 - 56) ©7)
Movernent it net post-retirement liability - - - (1185) (118.9)
Exchange differences - - 02) - ©2)
Transfer to deferred tax asset (see note 14) - - - 35 33 .
At3 April 2004 - 322 171 - 493
Cotmpany
Post-retirernent UK Deferved

healthbenefits ~ restructuring’ fax’ Tolal

£m fm fm £m

At 30 March 2003 250 54.0 1009 1799
Prior year adjustment 03) - (3%4.1) (3%4.4)
Transfer to net post-retitenent fiability 247 (3.9) 3810 3524
At 30 March 2003 as restated - 501 878 1379
Provided in the period - 253 324 571
Utilised during the period - (406) - (40.6)
Released - 4.1) - (CNY]
Movement in net post-retirement liability — - (118.9) (1189)
A3 April 2004 - 30.7 13 320

1

during the next financial year.

The provision for UK restructuring costs relates to the costs of restructuring the Group’s UK operations. The majority of these costs are expected to be ncurred

7 The provision for Overseas restrycturing costs primarily relates to further closure costs in respect of the Group’s discontinued operations in Continental Furope,

the majority of which are expected to be incurred during the next financial year.
* The deferred tax balance comprises the following;

Group Company

2004 2003 2004 2003

£m £m £m fm

Accelerated capital allowances 723 671 76.6 671
Pension prepayment . 672) 350 672) 350
Other short-term timing differences (8.6) (102) (8.1) (14.3)
Deferred tax (assetVliability (35 919 13 878

Deferred tax is ot provided in respect of liabilities which might arise on the distribution of inappropriated profits of international subsidiaries,

The Group is claiming UX tax relief for losses incurred by some of its current and former European subsidiaries. The case has been referred to the Furopean Court of
Justice, and it may take several years for the issue to be resolved. Were the Group to be ultimately successfiil, the Group would receive a corporation tax refund,

before interest, of at Jeast £30m. No asset has heen recognised in respect of this claim.

22




22, FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
A Fair values of financial instruments

Set out below is a comparison of fair and book values of all the Groupy’s financial instruments by category. Where market prices are not available for a particular

instrument, fair values have been calculated by discounting cash flows at prevailing interest rates and exchange rates.

2004 2003
Book value Fairvalue  Book value Fair value
Assets/{liabilities) £m im £m fm
Customer advances falling due in more than one year 17116 1,7123 1,4816 1,495.0
Current asset investments' 3259 3259 3040 3040
Fixed asset investments 15 15 209 209
Cash at benk and in hand' 3NUT 3947 1679 167.9
Other financial assets due after more than one year 66 6.6 135 135
Borrowings due within one year’ (3778 (37290 (6283) (652.8)
Financial liabilities due afler more than one year” 23375 @3926)  (16774) (1,7632)
Cross curency - 245 - 2.1
Interest rate swaps” - 119 - (249)
Forward foreign currency contracts” — 38 — (80)
' Current asset investments and cash at bank are predominantly short-term deposits placed with banks, financial institutions and on money markets, and
investments in short-term securities. Therefore, these fair values closely approximate book values.
7 Interest rate, cross currency swaps and forward foxeign currency contracts have been mariked to market to produce a fair value figure.
B Hedges of future transactions
Unrecogrised gains and losses on instruments used for hedging and those recognised in the period ended 3 April 2004 are as follows:
2004 2003
Gains Losses  Nettotal Gains Losses Net total
£m fm £m £m £m £fm
Unrecognised gains/losses) on hedges at beginning of the period 1148 (57.6) 572 665 (46.6) 199
(Gains)losses arising in previous years recognised in the period 26.1) 125 (13.6) (13.7) 154 1.7
Gains/(losses) in previous years not recognised in the period 887 @5.1) 436 528 (312) 216
GainsA{logses) arising in the period (14.4) 1190 (34) 620 (26.4) 356
Unrecognised gains/(losses) on hedges at end of the period 743 34.0) 402 1148 (57.6) 572
Of which:
Gains/(losses) expected to be recognised within one year 104 (12.1) (n 261 27 134
Gains/(losses) expected to be recognised after one year 639 (22.0) 419 88.7 (44.9) 438
C  Currency risk

The effect of currency exposures arising from the translation of overseas investments is mitigated by Group botrowings in local currencies as appropriate. Gains and
losses arising on het investments in overseas subsidiaries are recognised in the consolidated statement of total recognised gains and losses.

After taking into account the effect of any hedging transactions that manage transactional curmency exposures, ne Group company had any material monetary assets

or liabilities in currencies other than their fimctional currencies at the balance sheet date.

23. CALLED UP SHARE CAPITAL 2004 2003
£m £m

Authorised:

3.200.000.000 ordinary shares of 23p each (last vear 3.200,000,000} 800.0 800.0

Allotted, called up and fully paid:

2.850.019.827 ordinary shares of 25p each (last vear 2.848.387.227) 7125 712.1
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24. SHAREHOLDERS' FUNDS Growp _

Share capital Share Capital Profit’

Ordinary premium  redemption Revaluation and foss
shares account reserve reserve account Total
fm fm fm fm fm fm
At 30 March 2003 as previously reported 712.1 3809 80 3706 3,565.8 50374
Prior year adjusiment (see below) - - - - (928.3) (928.3)
Opening shareholders” fimds as restated 712.1 3809 80 3706 26375 4,109.1
Shares issued on exercise of share options 04 52 - - - 56
Revaluation of investrnent properties - - - 73 - 73
Impairment of previously revalued properties - - - (20.0) - (20.0)
Revaluation surplus realised on disposals - - - 05y 05 —-
Revaluation element of depreciation charge - - - (1.0) 1.0 -
Actuarial gain on post-retirement liability - - - - 1504 1504
Exchange differences on foreign currency translation - - - - (159 (159
Profit for the period - = - - 2903 2903
At3 April 2004 7125 386.1 80 356.4 30638 45268

1

Included in the profit and loss account reserve is a pension reserve of £469.5m (last year, £895.8m) which equates to the net post-retirerent liability under
FRS 17 (see note 10).

Cumulative goodwall of £62.0m (last year £62.0m) arising on the acquisition of subsidiaries has been written off against the profit and loss account reserve, As
permitted by FRS 10, this goodwill has not beent reinstated in the balance shieet and remains written off to reserves.

The following adjustments have been made to opening shareholders’ fimds as a result of the adoption of FRS 17 and Application Note G of FRS 5.

March2003  March 2002

fm fm
Post-retirement liability (net of deferred tax) 8753 2709
Reversal of SSAP 24 pension prepayment 427 517
Deferred tax on SSAP 24 pension prepayment (12.5) (154)
FRS 5 returns provision net of tax 226 20.0
Total prior year adjustments 9283 3212
Company

Share capital Share Capital Profit’

Ordinary premivmn  redemption Revaluation and loss
shares account reserve reserve account Total
fm fm £fm fm fm £m
At 30 March 2003 as previously reported 7121 3809 80 2792 29177 42979
Prior year adjustment (see below) — — - - (319.6) (919.6)
Opening shareholders’ funds as restated 7121 3809 8.0 2792 1.998.1 33783
Shares issued on exercise of share options 04 52 - - - 56
Revaluation of investrnent properties - - - 73 - 73
Revaluation surphss realised on disposals - - - (05) 05 -
Revalnation element of depreciation charge - - - (1.0) 10 -
Actuarial gain - - - - 1464 1464
Profit for the period - - — — 2492 2492
At 3 April 2004 7125 386.1 80 2850 2,3952 3,786.8

1

Included in the profit and loss account reserve is a pension reserve of £465.7m (last year, £888.5m) which equates to the net post-retirement liability under
FRS 17 (see note 10).

The following adjustiments have been made to opening sharcholders” finds as a result of the adoption of FRS 17 and Application Note G of FRS 5.

March 2003

£m

Post-retirement liability (net of deferred tax) 8673
Reverse SSAP 24 pension prepayment 27
Deferred tax on SSAP 24 pension prepaymerit (125)
FRS 5 returns provision net of tax 22.1
Total prior year adjustirents 919.6
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Notes to the financial statements continued

25. RECONCILIATION OF MOVEMENTS IN GROUP SHAREHOI.DERS' FUNDS Group
2003

2004 As restated

£m fm

Profit atiributable to shareholders 5523 504.0
Dividends (262.0) (4717
2903 256.3

New share capital subscribed 56 -
Other recognised {lossesygains relating to the year 28.6) 26
Actuarial gains/({losses) net of taxation 150.4 (6279)
Amounts deducted from profit and loss acoount reserve in respect of shares issued to the QUEST - 03
Net increase / (decrease) in shareholders’ funds 4177 (3685)
Opening shareholders’ funds as previousty stated 50374 48048
Prior vear adjustment (see note 24) (9283 {3272)
Opening shareholders’ fimds as restated 4,109.1 44776
Closing sharcholders’ funds 45268 4.109.1
26. COMMITMENTS AND CONTINGENT LIABILITIES Group Company
2004 2003 2004 2003

£m fm £m £m

A Commitmenis in respect of properties in the course of development 749 758 586 756
B Guarantees by the Company in respect of debt instruments issued by subsidiaries - — 7614 929.8

C  Marks and Spencer (freland) Limited and its subsidiary Aprell Limited have availed themselves of the exemption provided for in S17 of the Companies
{Amendment) Act 1986 (Treland) in respect of the doctiments required to be annexed to their annual returns.

D Other material contracts:
In the event of a material change in the trading amangements with certain warehouse operators, the Group has a commitment to purchase fixed assets, at values
ranging from historical net book vaiue to market value, which are currently owned and operated by them on the Group’s behalf.

E Commitments under operating leases:
At 3 April 2004 the Group had anual commitments under operating leases as follows:

2004 2003
Land & Land &
buildings Other buildings Other
£m £m fim fm
Expiring within one year 12 04 35 07
Expiring in the second to fifth years inclusive 146 31 135 27
Expiring in more than five vears 99.7 — 823 -
1155 35 993 34
27. FOREIGN EXCHANGE RATES
The principal foreign exchange rates used in the financial statements are as follows (local currency equivalent of £1):
Weighted average Weighted average
sales average rate profit average rate Balance sheet rate
2004 2003 2004 2003 2004 2003
Euwro 14 156 143 156 156 146
US dollar 1.69 155 171 154 185 157
Hong Kong dollar 1323 1205 1344 1201 1439 1223

28. RELATED PARTY TRANSACTIONS
There were no material transactions with related parties as defined by FRS 8 - ‘Related Party Transactions’.
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29. POST BALANCE SHEET EVENTS
Since the yearend, the Company’s parent undertaking, Marks and Spencer Group ple, annoumeed the following:

A Sale of Financial Services
On 12 July 2004, the Group announced the sale of Marks & Spencer Money to HSBC Holdings ple (HSBC) in a joint venture amangement. HSBC will acquire
100%% of Marks and Spencer Retail Financial Services Holdings Limited (MSRF) for a consideration of £762m.

The Group will continue to receive payments for services to be provided to MSRF based on product sales inchuding a 50 per cent share of the eamings of the business,
after deducting certain costs that will be incurred by HSBC. Under the terms of the agreement, which has an initial 10 year term, Marks & Spencer Money will be
managed jointly by HSBC and the Group, The transaction should be completed by the end of 2004 and is subject to regulatory and other approvals,

B Return to sharehoklers

On 12 July 2004, Marks and Spencer Group ple, the Company’s parent indertaking annourced the retum of £2.3bn to shareholders by way of a tender offer. The
tender offer is expected to be completed during the year to March 2005 and will be funded through a mixture of the proceeds from the sale of Marks & Spencer
Money {see note 29A.), existing resources and new bank facilities.

In cormection, on 13 August 2004, the Company signed two new facility agreements. The first facility, for £1.2bn matures on 13 August 2009 and is provided by
BBVA, BNP Paribas, Citigroup, HSBC, Lloyds TSB and Morgan Stanley as Mandated Lead Amrangers and Bookninners, and by Fortis Bank, Rabobank, and
Standard Chartered as Senior Lead Arrangers. The margin is 0.35% over LIBOR, and is fixed for the life of the facility. The second facility, for £800m, is provided
by HSBC alone. Itis a standby facility for use, if necessary, o bridge the period between the retum of value to shareholders and the receipt of the proceeds from the
disposal of M&S Money.

C  Acquisition of per una

On 12 July 2004, the Group announced the acquisition of the per una business from George Davis for consideration of £125m. The acquisition is expected to be
completed during the year to March 2005.

30. ULTIMATE PARENT COMPANY

The ultimate parent company and controlling party is Marks and Spencer Group ple, a company incorporated in Great Britain. Copies of the group financial
statements can be obtained from: -

Waterside House, 35 North Wharf Road, London, W2 1NN
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