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MARKS AND SPENCER PLC 1

Directors’ report

Principal activities
During the year, the principal activities of the Group were Retalling and Financiai Services. Financial Services activities were discontinued
during the period.

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

Review of activities and fulure performance

2005 2004
52weeks 53 woeks
Summary of results e S e, e e e _ fm ™
Continuing operations before exceptional items
Turnover {(ex VAT) 7,710.3 79715
Operating profit 6771 809.4
Net interest expense (104.1) (45.8)
_.Other finance incomef(charges) e W14 0152
Profit before tax from continuing operations before exceptional tems 584.4 74B.4
Operating proftt from dscontinued operations I 323 56.6
Profit before tax and exceptiona! items 616.7 805.0
Exceptionalincomedcharges) .. 1268 (@34
Group profit before tax 743.5 731.6
Turnover from continuing operations decreased hy 3.3% to £7,710.3m. Within this, UK Retail turnaver decreased by 3.6%.
QOperating profit from continuing operations (before exceptional charges) decreased by 16.3% to £677.1m.
Net interest expense was £104.1m compared to £45.8m last year. The average rate of interest on borrowings during the period was 5.7%.

Profit before 1ax was £743.5m compared 1o £781.6m las! year.

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

Profit and dividends
The profit for the financial year, after taxation and minority interests, amounts to £585.7m (iast year £552.3m). The directors have declared
dividends as fallows:

Ordinary shares e M
Pald interim dividends of 81.1p per share {last year ni) 2,311.4
Proposed final dividend of 7.2p per share (ast year 9.2ppershare) .. _ 2052
Total dividend, 88.3p (last year 9.2p per share) 2,516.6

Changes in share capital
There were no changes to share capital during the period.

Directors and their interests
On 20 July 2005, the directors were Stuart Rose, Charles Wilson, lan Dysen and Graham Oakley.

Luc Vandevelde retired as Chairman and Reger Holmes retired as Chief Executive on 31 May 2004. Alison Reed retired as Group finance
director on 30 April 2005, Vittorio Radice retired as an executive director on 11 June 2004, Laurel Powers-Freeling and Maurice Helfgott
retired as executive directors on 8 November 2004, Mark McKeon was appointed as executive director on 5 April 2004 and later retired
from that position on 8 November 2004, lan Dyson was appointed as Firance director on 27 June 2005.

With the exception of Graham Oakley, the directors shown above are also executive directors of Marks and Spencer Group plc, the
ultimate holding comnpany, 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 plc.
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2 MARKS AND SPENCER PLC

Directors’ report ...

The interest of Graham Qakley in the shares of the ultimate holding company, Marks and Spencer Group ple, are as follkows:

- _ e Drdlinary shares B shares

At 3 April 2004 e 122,448 e 30

At 2 April 2005 104,927 -
. betions - Exerdisable options

At 3 April 2004 1,028,784 364,611

Granted in the pericd 129,682

Exercised/apsed in the period o - {288,66%)7 - »

At 2 April 2005 869,797 416,156

Employee involvement
We have maintained our commitment to employse involverment throughout the business.

Employees are kept well informed of the performance and cbjectives of the Group through personal briefings, regular meetings and e-mail.
These are supplemeanted by our employee publication, On Your Marks, and video presentations. Business Involvermnent Groups in stores,
distribution centres and head office represent employess in two-way communication and are involved in the delivery of change and driving
business improvernent.

The tenth meeting of the European Council took place fast September. This council provides an additional forum for communicating with
employee representatives from the countries in the European Community.

Directors and senior management regularly visit stores and discuss, with employees, matters of current interest and concern to the
business.

We continue to support employee share ownership through long-established employee share schemes, membership of which is
service-related.

Equal epportunities

The Group is committed to an active Equal Oppoertunities 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 status, sexual orientation or religion. All decisions
relating to employment practices will be objective, free from bias and based solely upon work criteria and individual merit.

The Group is respensive to the needs of its employees, customers and the community at large and we are an organisation that
endeavours to use 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 afl vacancies. During the year, we continued to use
the Government’s ‘two tick” disability symbol to demonstrate our comrmitment to interviewing those people with disabilities who fulfil the
minimum criteria, and endeavouring to retain employees in the woarkforce if they become disabled during employirent. We will actively
retrain and adjust their environment where possible to alow them to maximise their potential.

We continue to work with external organisations to provide workplace 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;
v ensure that suppliers are aware of the terms of payment; and

« payin accordance with its contractual and other legal obligations.

The Company has a policy concerning the payment of trade creditors as follows:

« general merchandise is autcmatically 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

+ distribution 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 2 April 2005 were 12.0 days, or 8.0 working days (last year 12.3 days, or
8.3 working 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.
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MARKS AND SPENCER PLC 3

Directors’ report ..

Market value of properties
The directors are of the opinion that market value of the Group's properties at 2 April 2005 exceeded the net book value by approximately
£1.3bn.

Charitable and political donations

During the year, the Group made charitable donations to support the cammunity of £8.8m (last year £7.2m). These principally consisted
of cash donations of £3.0m (last year £5.1m) which includes the cost of our flagship community programme Marks & Start, Breakthrough
Breast Cancer and other charitable donations, £2.0m {last year £1.2m) of employee time principally for the Marks & Start programme and
local community projects, and stock donations of £4.3m {last year £0.4m) to a variety of charities including Shelter, Farashare, Birth
Defects Foundation as well as to the local community.

At the Annual General Meeting in July 2002, shareholders autherised the Company, Marks and Spencer plc and Marks and Spencer
Financial Services plc to make donations to EU political organisations and to incur EU political expenditure, under the provisions 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 2008.

It is our policy not to rnake donations to political parties and accordingly no political payments were made. However, we have a long
tradition of supporting the community and the Group may support individuals in a number of ways for civic duties, which we shall
continue to do.

Directors’ responsibilities for preparing the financial statements
‘The directors are obliged under company law to prepare financial statements for each financial vear and to present them annually to the
Company's members in the Annual General Meeting.

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 requirements have been compiied with in the financial statements.

In addition, the directors are responsible for maintaining adequate accounting records and sufficient internal controls to safeguard the
assets of the Group and to prevent and detect fraud or any other imegularities.

International Financial Reporting Standards

For the next financial vear, the Group will be required to adept International Financial Reporting Standards. We have identified that the
greatest impact on the Group arises from changes in the accounting treatment for property, share-based payments, financial instruments
and software. The Group has restated the results for the period ended 2 April 2005 to reflect these changes and a summary of the impact
is set out below:

2004/05
....................... b Change
o e o o UK GAAP IFRS Cha!‘!ig‘e‘_ %
Turncver (£m) 70423 79423 - -
Operating profit before exceptional items (£m) 700.4 689.2 (20.2) (2.8)
Profit before tax and exceptional items (Em) 616.7 594.2 (22.5) (3.6)
Net assets at 2 April 2005 (£rm) 25450 29622 4172 16.4

Auditors
Resolutions to reappoint PricewaterhouseCoopers LLP as auditors of the Company will be proposed at the Annual General Meeting.

Etnaaton LT [t

By order of the Board

Charles Wilson, Executive director
London

20 July 2005
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4 MARKS AND SPENCER PILC

Auditors’ report

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

We have audited the financial statements which comprise the
consolidated profit and loss account, the balance sheets, the note
of group historical cost profits and 'osses, the consolidated
statement of total recognised gains and losses and the related
notes.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and
the financial statements 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 Auditing Practices
Board. This report, including the opinion, has been prepared for
and only for the Company's members as a body 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 to
whom this report is shown or into whose hands it may come save
where expressly agreed by our pricr consent in writing.

We report to you our opinicn as to whether the financial
statements 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, i
the Company has not kept proper accounting records, if we have
not received all the information and explanations we require far our
audit, or if information specified by law regarding directors’
remuneration and transactions is not disclosed.

We read the other information contained in the Annual Report and
consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the
financial statements. The other information comprises only the
directors’ report.
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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 statements. It also includes an
assessment of the significant estimates and judgements made by
the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the Company’s
and Group's circumstances, consistently appled and adequately
disclosed.

We planned and perfermed our audit $0 as to obtain all the
informaticn and explanations which we considered necessary in
crder to provide us with sufficient evidence to give reasonable
assurance that the financial statements ars free from material
misstaternent, whether caused by fraud or other irregularity cr
error. In forming our opinion we also evaluated the overall
adequacy of the presentaticn 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 2 April 2005 and
of the profit of the Group for the period then ended, ana

« the financial staternents have been properly prepared in

Zcz!‘aic'e with the Companies Act 1985,
Conmdsrdrsin Ao L

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
London

20 July 2005
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52 weeks ended 2 April 2005

Consolidated profit and loss account

53 weeks endad 3 April 2004

Before Exceptional After Before  Exceptional ARer
exceptional items exceptional exceptional items  exceptional
tems (note 4) items items (note 4) items
S o Notes  Em £m £m £m Em
Turnover
Continuing operations 7,710.3 - 7,710.3 7.971.5 - 7,971.5
Discontinued operations 232.0 - 232.0 3300 = 330.0
Total turnover 2,3 79423 - 7,9423 B,301.5 - 8,301.5
Operating profit
Continuing operations 667.6 (91.4) 576.2 809.4 42.1) 767.3
Acquired operations 8.5 = 9.5 - - -
6771 (91.4) 585.7 809.4 (42.1} 767.3
Discontinued operations L. %8 - %28 566 .z 566
Total operating profit 2 3 7004 (91,{_,!__ 6180 8860 ‘(42.1.) 8239
{Loss)/profit on salke of property and other t" xed assets 4B - (0.9) {0 4) - 18.7 18.7
Profit on sale/closure of cperations: ac
Profit/{loss) arising on sale/closure - 208.9 208.9 - (26.8) (26.8)
Release/utilisation of pricr year provision - 9.7 9.7 - 26.8 26.8
Net profit on sale/closure of operations - 218.6 218.6 - - -
Net interest expense 5 (1041} - {104.1) {45.8) - (45.8)
Other ﬁ_nange; income/{charges) _10c 11.4 - 114 {152 - (15.?) ]
Profit!{loss) on ordinary activities before taxation 616.7 126.8 743.5 805.0 (23.4) 7816
i Anatysed between ' |
. Continuing operations {including acquirsd operations) 584.4 (91.8) 492.6 748.4 (23.4) 795.0 |
Discantinued operations 323 2186 2509 56.6 - 56.6 |
Taxation on ordinary activities B (176.0) 182 (157.8) (2420 127 (220.3)
Profltl(loss) attributable to shareholders 440.7 145.0 585.7 563.0 (10.7) 552.3
DMdends 8  (25168) - (2,516.6)______‘_ {262.0) - (262.0)
Retalned (Ioss)lproflt (2,075.9) 1450  (1,930.9) 0.0 (10.7} 290.3
Dividend per shars 8 88.3p 9.2p
RNOTE CAL COUT PROVITS AMD LO8E 52 woeks ended 53 weeks ended
2 April 3 April
2005 2004
— . MNotes Em ..
Profit on ordinary activities before taxation 743.5 781.6
Revaluation surplus realised on disposals 25 28.6 G5
Revaluation e\ement of depreciation charge _ e B 1 0 10
Historical cost profit on ordinary actlwtles before taxation 773 1 783.1
Historical cost retained (loss)/profit for the period {1,801.3) 291.8
O STATEMINT OF TOTAL BECOON AND LOSSES 52 weeks ended 53 weeks ended
2 Apwil 3 Apsil
2005 2004
o . Nates o Em o E
Proflt attnbutable to shareholders 585.7 562.3
Exchange differences on foreign currency translation 25 0.2 (15.9)
Unrealised surplus on revaluation of investment properties 25 4.9 7.3
Impairment of previously revalued properties - (20.0)
Actuarial (Iosses)/galns net f taxation 25 - 77_(55.1) 150.4
Total recognised gains and losses relatlng to the perlod 534.8 674.1
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6 MARKS AND SPENCER PLOC

‘Balance sheets

.. Group Company
2 April 3 April 2 April 3 April
2005 2004 2005 2004
Mates £m £m BB
Fixed assets
Intangible assets 12 1224 - - -
Tangible assets 13 3,316.1 3,497.6 2,641.7 2,752.2
[nvesiments 4 1277 ) 14_07 454.1 N 429_:?‘_ )
34512 35116 30058 31819
Current assets
Stocks 339.7 308.0 279.5 336.0
Debtors:
Receivable within one year 15A 2,312.0 3,141.5 2,580.6 3,374.1
Receivable after more than one year 158 6.2 1,779.3 4.2 6.7
Investments 16 67.0 3259 - -
Cash at bank and in hand 7o 2126 3047 120.8 7863 )
2,937.5 6,039.4 2,994.1 3,803.1
Current liabilities
C;ed'rtors: amounts falling due within cne year - - 18 (1,3@9.4}7 {1 .985.8) (1,925.5) (1 ,1?0.2}
Net current assets 1,5681  4,053.6 1,068.6 2,632.9
Tota! assets less current liabilities 5,019.3 7,565.2 4,164.4 5,814.8
Creditars: amounts falling due after more than one year 20 (1,919.7} {(2,519.6) {(1,495.1) (1,530.3)
Provisions for fabiities and charges T 22 (80.4} (493 6
Net assets before net post-retirement liability 3,019.2 4,0086.3
Net post-retirement liability o 10 (4742)  (489.5) (46
Net assets 2,545.0 26.8
Capital and reserves
Called up shere capital 24,25 725 7126
Share premium account 25 386.1 386.1
Capital redemption reserve 25 8.0 8.0
Revaluation reserve 25 330.8 356.4
Profit and loss account e 2811076 30638
Shareholders’ funds 25,26 2,545.0 4.526.8
Approved by the Board *
lan Dyson, Finance directo
20 July 2005
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MARKS AND SPENCER PLC 7

Notes to the financial statements

1 ACCOUNTING POUCIES

Basis of preparation

The financial statements have been prepared in accordance with
applicable accounting standards in the United Kingdom.

A summary of the more important Group accounting policies,
which have been consistently applied, is given below.

Accounting convention and basis of consolidation

The Group financial statements incorporate the financial
staterments of Marks and Spencer plc and all its subsidiaries for
the 52 weeks ended 2 April 2005.

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

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

a cash flow statement.

Turnover

Retail turnover comprises sales of goeds to customers outside the
Group less an approptiate deducticn for actual and expected
returns, discounts and loyalty scheme voucher costs, and is stated
net of Value Added Tax and other sales taxes. Sales of furniture are
recorded on deslivery.

Financial Services turnover comprises interest receivable from
customers together with other income attributable to the Financial
Services operation.

Operating leases
Costs in respect of operating leases are charged on a straight line
pasis aver 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 valuations are prepared by independent professicnally
gualified actuaries. These determine the level of contributions
required to fund the benefits set out in the rules of the plans and
allow for the periodic increase of pensions in payment. Following
the full adoption of FRS 17, the regular service cost of providing
retirement benefits 1o employees during the year, together with the
cost of any benefits relating to past service, is charged to
operating proft in the year.

A credit representing the expected return: on the assets of the
retirement benefit schemes during the year is included within other
finance income. This is based on the market value of the assets of
the schemes at the start of the financial year.
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A charge within other finance charges, representing the expected
increase in the liablities of the retirement benefit schemes during
the year, is included within net interest. This arises from the
liabilities of the schemes being one year closer to payment.

The difference between the market value of assets and the present
value of accrued pension liabilities is shown as an asset or liability
in the balance shest net of deferred tax.

Differences between actual and expected returns on assets during
the year are recognised in the statement of total recognised gains
and losses in the year, together with differences arising from
changes in assumptions.

Goodwill

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

Fixed assets
a Capitalised interest
Interest is not capitalised.

b Depreciation

Depreciation is provided to write off the cost or valuation of

tangible fixed assets, less residual value, by equal annual

instalments as follows:

* land: not depreciated,

+ freehold and leasehold buldings over 50 years;
depreciated to their estimated residual value over their
estimated remaining economic lives;

* leasehold land and buildings under 50 years: over the
remaining period of the lease;

« fit out: 10-25 years according to the estimated life
of the asset; and

e fixtures, fittings and equipment; 3-15 years according
to the estimated life of the asset.

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

Any impairment 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.
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Notes to the financial statements ..

1 ACCOUNTING POLICE

¢ lLand and buildings
The Group’s freehold and leasehald properties in the United
Kingdom were valued cn the basis of open market value
for existing use in 1982. At 31 March 1988, thcse same
properties (excluding subsequent additions and acjusted for
disposals) were revalued. On adoption of FRS 15, the Group
followed the transitional provisions to retain the book value
of land and buildings which were revalued in 1988, but not
to adopt a policy of revaluation in the future.

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

d Investment properties
investment propertles are revaiued annually and included in the
balance sheet at thelr open market value. In accordance with
SSAP 18, 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 investments are stated at market value. Al profits
and losses from such investments are included in net interest
income or in Financial Services turnover as approptiate. 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.

Derivative financial instruments

The Group uses derivative financial instruments to manage

its exposures to fluctuations in foreign currency exchange rates
and interest 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 recognised as adjustments to net interest income over
the period of the contract. Forward currency contracts are entered
into as hedges, with the instrument’s impact on profit deferred until
the underlying transaction is recognised in the profit and

loss account,

Foreign currencies

The results of international subsidiaries are translated at the
weighted average of monthly exchange rates for sales and profits,
The balance sheets of overseas subsidiaries are transiated at year-
end exchange rates. The resulting exchange differences are dealt
with through reserves and reported in the consolidated statement
of total recognised gains and losses.
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Transactions denominated in foreign currencies are translated at
the exchange rate at the date of the transaction, or the forward
exchange contract rate where appropriate. Forelgn currency assets
and labilities held at the year-end are translated at year-end
exchange rates or the exchange rate of a related forward
gxchange contract where appropriate. The resulting exchange

gain or loss s dealt with in the profit and loss account.

Deferred taxation

Deferred taxation is accounted for on an undiscounted basis at
expected tax rates on all differences arising from the inclusion of
items of income and expenditure in taxation computations in
pericds different from those in which they are included in the
financial statements. A deferred tax asset is only recognised when
it is more likely than nct that the asset will be recoverable in the
foreseeable future cut of suitable taxable profits from which the
underlying timing differences can be deducted.

Policies relating to discontinued operations

Loans and advances to customers

Loans and advances are classified as impaired when an instalment
is in excess of 30 days overdue. 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
doubtful. Specific provisions against such exposures are calculated
using a bad debt provision model, which uses the last two years'
creciit history to produce estimates of the likely leve! of asset
impairment, General provisions relate to latent bad and doubtful
debts which are present in any lending portfolic but have not been
specifically identified. General provisions are calculated using the
same bad debt provision model and an avaluation of current
economic and political factors.

Loans and advancas are written off when there is no reglistic
prospect of recovery, based on a predetermined set of criteria,
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 bankruptcy,
insolvency or fraud.

Long-term assurance business

The value of the long-term assurance business consists of the
present value of surpluses expected tc emerge in the future
from business cumently in force, and this value is included in
prepayments and accrued income. In determining their value,
these surpluses are discounted at a risk-adjusted, post-tax rate.
Changes in the value are included in the profit and loss account
grossed up at the standard rate of corporation tax applicable to
insurance companies.
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Notes to the financial statements .

CATENR AT TAL N T A ATV
2 SECGMENTAL INFOSMATION

A Classes of business

During the year, the Group had two classes of business: Retalling and Financial Services. Financial Services activities were discontinued
during the period.

o Turngver Operating profit Operating assets
2005 2004 2005 2004 2005 2004
B £mr‘wmgm £m £m £m £m
Retailing activities
Continuing operations: 7,710.3 7,971.5 576.2 767.3 3,066.6 3.071.5
Before exceptional operating charges 667.6 809.4
Exceptional operating charges {91.4} {42.1)
Acquired cperations - - 9.5 - (2.8) -
Discontinued operations’ ) 232.0 330.0 323 5676 - 601.2
Total 7,942.3 8,301.5 618.0 8239 3,062.8 3,672.7
{Loss)/profit on sale of property and other fixed assets (0.4} 18.7
Prcfit on sale/closure of operaticns 2186 -
Net interest expense {104.1) {45.8)
Other fnance income/(charges) .. 114 (52
Profit on ordinary activities before taxation 743.5 781.6 ]
Net operating assets 3,063.8 3,672.7
Non-gperating net (liabilities)/assets {518.8) 854.1
Net assets 2,545.0 4,526.8

B Geographical split
The geographical segments disclose turnover and operating profit by destination and reflect management responsibility,

Turnover ) Operaung profit Cperating assets
2005 2004 2005 2004 2005 2004
£m £m £m Em o £m £m
United Kingdom
Continuing operations: 7,034.7 7,293.7 511.2 7199  2,869.2 2,954.2
Before exceptional operating charges 602.6 762.0
Exceptional operating charges {91.4) 42.1)
Acquired operations - - 9.5 - {2.8) -
piscontinued operations’ 232.0 330.0 32.3 56.6“_“%_ - 601.2
7,266.7 7.623.7 553.0 776.5 2,866.4 3,655.4
International Retail 675.6 677.8 65.0 47.4 197.4 117.3

7,942.3 83015 618.0 8238 3,063.8 3.672.7

liscontinued operations relate entirsly to Financial Services activities. Gperating profit for Financial Services includes £1.6m (ast year £9.3m) arising
on Marks & Spencer Chargecard transactions. This fee is payable by UK Retail and has been deducted in amiving at UK Retail operating profit, Cperating
profit for the comparative pericd has been restated to reflect the results of the Bureay de Change being reclassified from UK Retall to be included within thg
Financial Services results.

2K Retail tumover including VAT comprises Clothing £3,837.3m {last year £4,032.6m); Home £407.6m {last year £526.6m) and Foods £3,509.7m (ast year
£3,490.2m). VAT on UK Petail turnover was £719.9m {last year £755.7m).

3urnover from continuing cperations originates in the following geographical segments: United Kingdom £7,208.9m {last year £7,453.4m) and International
£501.4m (last year £518.1m).

4The value of goods exported from the UK, including shipments to international subsidiaries, amounted to £319.9m (last year £293.0m).
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Notes to the financial statements ... ..

R ey

e L 2008 o 2004

Confinuing  Discontinued Continuing Discontinued
operations’ operations Tatal operations’ operations Total
e £m gm ~&m £m _Em £m
Turnover 7,710.3 232.0 7,942.3 7.971.5 330.0 8,301.6
Cost of sales o {5,029.5) (94.0) {5,123.5) (5,153.9) (106.0) (5,259.9)
Gross profit - 2,680.8 138.0 2,818.8 2,817.6 . 2240 30416
Employee costs {see note 9} {1,014.3) (36.5) (1,050.8) (1,023.5) 68.0) (1,091.5)
Occupancy costs (320.4) {2.9) {323.3) (280.0) (5.6) {(285.6}

Repairs, renewals and

maintenance of fixed assets (74.9) (0.9} {75.8) 91.3) (1.9 93.2)
Depreciation (265.5) (1.8) (267.3) (243.1) (3.0) (246.1)
Goodwill amortisation (3.1 - {3.1) - - -
Other costs?® 489 (836} (4805 {4124) 889 6013
Total net operating expenses® (2095.1) (105.7) (2,200.8) (2,050.3) (167.4)  @2217.7)
Operating profit 585.7 323 618.0 767.3 56.8 823.9

The directors consider that the nature of the business is such that the analysis of expenses shown above is more informative than that set
out in the formats of the Companies Act 1985,

Yincluded within continuing aperations is operating profit derived from acquisitions and exceptional charges as analysed below:

2005 2004

Acquired  Exceptional Acquired Exceptional

operations cherges operations charges

Em o M £m L Em

Tumover - - - -

Cost of sales 17.3 (3.3} - -
Gross profit 17.3 -
Employea costs (see note 9) {4.0) A -
Cccupancy costs {0.2) {10.6) -

Repairs, renewals and maintenance of fixad assets - 6.3) - -

Depreciation 1) 15.1) - 4.2}

Goodwill amortisation 3.1) - - -

Other costs (0.4) (54.9} - 8.2

Total net operating expenses {7.8) (8a.1} - 42.1)

Operating profit 8.5 (914} - 42.1)

All turnover from acquired operations is 1o ancther group company. The reduction in cost of sales of £17.3m is attributable to the lower cost of purchases
in the post-acquisition period.

Zincluded in “Other costs’ is the auditors’ remuneration including expenses for audit and non-audit services as follows:

o Group o Company
2005 2004 2005 2004
e, e . &M Em . Em o fm
Statutory audit services

Annual audit 1.0 1.0 0.5 05
Non-audit related services

Further assurance services 1.5 0.1 1.5 0.1

Tax advisory services 0.4 09 0.3 0.8

Qut‘herrsieinfices i 0.2 0.4 0.2 0.1

21 1.4 20 1.0

Included in the above are fees paid to the Group's auditors in the UK in relation to the sale of Finandial Senvices of £0.5m, the acauisition of per una of £0.1m and
Bid Defence of £0.8m. Of these costs, £1.2m is included within further assurance services and £0.2m within tax advisory services.

3Included in Total net operating expenses’ are rentals under operating leasss, comprising £3.9m for hire of plant and machinery ast year £4.1m) and £139.6m
of other rental costs (last year £108.9m}.
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Notes to the financial statements ...

P N mhAR

A Exceptional operating charges 2005 2004

Head office relocation 8.8 19.6

Head office restructuring programme 6.3 22.5

Board restructure 8.4 -

Closure of Lifestore 29.3 -
Defence costs 386 -

91.4 421

B (Loss}/profit on sale of property and other fixed assets 2005 2004

£m £m

{Loss)/profit on sale of property and other fixed assets (0.4) 18.7

C Profit on sale/closure of operations 2005 2004
Profit/{less) arising on sale/closure 208.9 (26.8
Release/utilisation of prior year provision o - S 977 - 726787

2186 -

Financial ~ Continental

Services Europe Total

o £m £m £m

Net sale proceeds less net assets 2089 - 208.9

Release of prior year _provision L - - 9.7 9.7

Net profit on sale/closure of operations 208.9 9.7 218.6

The loss on sale/closure of operations in the prior year relates to the closurs of the Continental Eurcpean operations.

Cn @ November 2004, the Group cocmpleted the sale of Marks and Spencer Retail Financial Services Holdings Limited to HSBC Holdings
plc. The net sale proceeds were £533.6m (see note 27B) after accounting for a pre-sale dividend of £235.0m together with associated
disposal costs. At the same tima, the Group and HSBC entered into a relationship under which the Group will continue to share in the
success of the business. Under this relationship, the Group will receive income in the form of fees representing an amount equivalent to
costs incurred, 50% of the profits of M&S Money (after a notional tax charge and after deducting agreed operating and capital costs}
together with an amount relating to sales growth. In the period since 9 November 2004, the fees received were £16.4m.

In addition, the Group has also received £15.1m for costs incurred as part of the transition of M&S Money to HSBC and £1.1m for rent.
Tha Group atso conducts settlement transactions with M&S Money in the normal course of business. At 2 April 2005, the amount owed
by M&S Money was £16.2m.
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Notes 1o the financial statements ...

S NET R 2005 e 2004
_ tm £m ~ fm gm
Bank and cther interest income 168.1 248.5
Less: amounts included in turnover of Fingr‘)“gi‘?‘lﬂ gewices _(153.2) {235.2) S
14.9 13.3
Interest expenditura {183.6) (136.1)
Less: interest charged to cost“of sales of Financial Services 64.6 o 77.0
o {1 19.0}7 (59.1}
Net interest expense (104.1) (45.8)
Interest expenditure comprises:
Amounts repayable within five yvears:

Bank lcans, overdrafts and other borrowings (43.5) (22.2)

Syndicated bank faciifty (7.8} -

Medium term notes (64.6) (68.1)

Securitised loan notes ) {1.4) ngy

(117.3) 91.5)
Amounts repayable after five years:
Medium term notes (47.2) {24.8)
__ Securitised loan notes e {13.8) o
{66.3) 448
(183.6) (136.1}
6 TA NGO PROAT ON CGROINAFY ACTVITES
A Taxation charge for the period
2003 2004
LEmo £m fm _fm.
Current taxation

UK corporation tax at 30% (last year 30%):

Current year 1149 205.7

Prior years (175 @38

97.4 202.1
Overseas taxation ) 6.0 e
Total current taxation - 71703.{4 2058
Deferred taxation {see note 22)

Current year 44.0 26.0
_Proryears - 04 @5
Total deferred taxation . 544 .85

157.8 229.3
Included in the tax charge for the year is a credit of £18.2m {last year £12.7m ¢redit} which is attributable to exceptional charges.
B Taxation reconciliation 2005 2004
— m LEmo
Profit before texation , 743.5 7816
Taxation at the standard UK corporation tax rate of 30% (last year 30%) 2231 2345
Permanent differences 6.2 6.0
Capital allowances less than/(in excess of} depreciation 341 (1.8}
Other timing differences (47.1) (24.2)
Net effect of restructuring charges - 1.9
Net effect of different rates of tax in overseas businesses (8.1} (7.0)
Adjustrments to tax charge in respect of prior periods {17.5) (3.6)
Profit on sale of Financial Services (61.8} -
Other exceptional charges 55 -
Total current taxation 103.4 2058
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Notes to the financial statements ...

7 PROFIT FOR THE FINAN
The profit and loss acrount of the Company is not presented as part of these financial statements. A profit after tax of £919.7m (last year
£511.2m) is dealt with in the financial statements of the Company.

2005 2004

£m Em
Paid interim dividends of 81.1p per share (last year nil) 2,311.4 -
Proposed final dividend of 7.2p per share {last year 9.2p per share) o ) 205.2 2620
Total dividend, 88.3p per share (last year 9.2p per share} 2,516.6 2620
9+
A Aggregate remuneration
The aggregate remuneration and associated costs of Group employees were:
Continuing Discontinued Continuing Discontinued B
operations' operations Total operations® operations Total
B £m m fm o m N £m ) Emg
Wages and salaries 821.9 273 849.2 815.6 52.7 868.3
Social security costs 56.2 20 58.2 52.9 29 55.8
Pension costs (see note 10) 1007 25 103.2 118.4 54 123.8
Employee welfare and other personnel costs 35.5 4.7 40.2 38.6 7.0 43.6
Employee costs 1,014.3 36.5 1,050.8 1,023.5 68.0 1,091.5
TIncluded within continuing cperations is aperating profit derved from acquisitions and exceptional items as analysed below:
................ m 2004
Exceptional Exceptionat
Acquired charges/ Acquired charges/
operations {income) operalions {income)
Wages and salaries 3.2 15.0 - 23.0
Social security costs 0.3 0.9 - 0.1
Pensicn costs {see note 10) 0.4 {11.0) - -
Employeo welfaregfpd other personnel costs ] 0.4 23 - 1.4
Employee costs 4.0 7.2 - 24.5
B Average number of employees
The average number of employess of the Group during the year was: 205 2004
UK stores Management and supearvisory categories 4,863 4,901
Cther 56,269 55,526
UK head office Management and supervisory categories 2,525 2,755
Other 807 919
Acquired aperations 173 -
Overseas 4,399 4,381
Qi__&_"_,gc_mtinued operations . o L o 1,514 1,619

70,550 70,101

If the number of hours worked was converted on the basis of a normal working week, the equivalent average number of full-time
employees for continuing operations would have been 46,962 {last year 45,222} and for discontinued cperations 1,340 (last year 1,432).
Comparatives for UK store staffing have been recategorised to reflect the reclessification of divisional staff.

C United Kingdom Share Incentive Plan

The Company adopted the free share element of the new afi-employee Share Incentive Plan, which is approved by the Inland Revenue.
This is a discretionary plan and the Company decides each year whether an award is to be made, depending upon the year-end profits.
No award will be made in July 2005 in respect of the financial year ended 2 April 2005. The last award under this scheme was made in
July 2003,
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Notes to the financial statements ... ..

10 RETRERMENT BEREFTS
The Group adopted FRS 17 — ‘Retirement Benefits’ in full in 2004,

The total cost of retirement benefits for the Group was £84.8m (last year £139.0m) of which £103.2m (last year £123.8m) has been
charged against operating profit, £7.0m (last year £nil) has been credited within profit on sale of operations and £11.4m (ast year a
charge of £15.2m) has been credited within other finance charges.

The charge against cperating profit this year includes a £14.0m credit {of which £11.0m has been included within exceptional items) in
respect of curtailiment gaing in the UK defined benefit pension scheme. Excluding these curtailment gains, the charge against operating
profit would have been £117.2m.

Within the total Group retirement benefit cost of £84.8m, £74.0m relates to the UK defined benefit pensicn scheme. The Group also
operates small defined benefit pension schemes in the Republic of Ireland and at Kings Super Markets in the USA. Retirement benefits
also include a UK post-retirement healthcare scheme and unfundad pension plans.

Contributions to non-defined benefit pension schemes in the year were £6.5m (last vear £2.3m).

Disclosures for the Company are not pravided here as the impact on the profit and loss account, and the assets and fiabilities of the
Company are not materially dissimitar to that of the Group.

A Financial assumptions
A full actuarial valuation of the UK defined benefit pension scheme was carried out at 31 March 2003 and showed a deficit of £585m. The
demographic assumptions were reviewed and updated at that tme. The financial assumptions for the UK scheme and the most recent

actuarial valuations of the other post-retirement schemes have been updated by independent qualified actuaries to take account of the
requirements of FAS 17 in order to assess the liabilities of the schemes at 2 April 2005:

2005 2004 2003
e BB
Rate of increase in salaries 3.7 3.5 3.5
Hate of increase in pensions in payment! 2.6 2.7 25
Discount rate 5.5 5.6 55
Inflation rate 29 2.7 25
Long-term healthcare cost increases 7.9 7.7 7.5

1For 2005 it has been assumed that pension increases will not be above the increases guaranteed in the scheme nules.

B Market value of assets and expected rates of return

The market value of the assets in the Group defined benefit pensicn schemes and the expected kong-term rates of return as at
year end were:

Exg)ected long-term rate cf return p.a. Value
2005 2004 2008 2005 2004 2003
e e e B * % % £m Em £m
UK equities 8.1 8.1 8.7 1,025.1 ara.7 757.0
Overseas equities 8.4 8.6 9.0 1,065.1 1,011.4 7772
Government bonds 4.8 4.8 4.6 1,249.0 8334 500.2
Corporate bonds (Triple B or above) 6.5 56 55 503.3 483.3 561.1
Cther o 38 37 4.0 114.3 3314 430
Total market value of assets? 6.7 6.8 7.3 3,956.8 3,634.2 2,638.5
Present valug of schene liabilttes (4,611.0) (4,280.1) (3,888.1)
Pension scheme deficit (654.2) (845.9) (1,249.8)
Unfunded pension plans (2.5) 3.2 {3.9)
Postretrement healtheare (193 @04  @47)
Total post-retirement liabilities (676.0} (669.5) (1,278.2)

Less: related deferred tax assel
Net post-retirement liability

2018 2000 382.4

(4742 14695  (895.8)

1The expected retum cn assets of 6.8% for 2004 was based on the assumption that cash of £306m (included under 'other'} was invested in governmant
bonds immexfiately following the year end.
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Notes to the financial statements ...

e

S et e
D OO ST

10 B TIRERENT ‘
C Analysis of the amount charged against profits

i i

2005 2004
£m ‘ £m

Operating cost
Current service costs 117.2 123.8
Qurt_ai]rpent gain - (14.0) -

103.2 123.8
Profit on sale/closure of operations

Curtailment gain on disposal of Financial Services (7.0) -
Finance cost
Expected return on scheme assets (248.9) (196.9)
Interest on scheme liabilities 237.5 2121
N_gt_ﬁnance {income)/charges (11.4) 15.2
Total cost of retirement benefits 84.8 138.0
D Analysis of the amount recognised in the consolidated statement of total recognised gains and losses
2004
... fm  Em
Actual return less expected return on scheme assets T4 401.9
Experience losses arising on scheme liabilities (24.0) (30.3)
Changes in assumptions underlying the present value of §cihgririe‘nmlniabilities (131.5} (157.8)
Actuarial (loss)/gain recognised in the consolidated statement of total recognised gains and losses {78.1) 213.8
E Movements in liability during year
2005 2004
—— - - £rn Bm .......
Post-retirement liability at beginning of year (669.5) {1,278.2)
Current service cost? (117.2) {123.8)
Curtaiment gain 21.0 -
Cash contribution® 156.4 533.7
Net finance income/{criarges) 1.4 (15.2)
Actuarial {lossygain {78.1} 2138
Exchange movement - = o0z
Post-retirement liability at end of year (676.0) {669.5)

1The UK defined benefit pension scheme is closed to new members and so under the projected unit method the service cost rate would be expected to
increase over tme due to the expected increase in the average age of employed members subject to actual experience.

2The cash contribution for 2005 includes an additional contribution of £64.0m paid into the UK definad benefit pension scheme in March 2005. The cash
contribution for 2004 of £533.7m includes £400.0m pald 1o the UK defined benefit pension scheme in respect of the deficit identified at the time of the full
actuarial valuation of the scheme at 31 March 2003.

3Future contributions to the UK scheme will be mads at the rate of 15.8% of pensionable salaries up to the next full actuarial valuation,

F History of experience gains and losses

2005 2004 2003
£m fm LB
Actual return less expected return on scheme assets:
Amount 77.4 401.9 (713.3)
% of scheme assets at end of year 2.0% 11.1% (27.0%)
Experience {losses)/gains arising on scheme liabilities:
Amount (24.0) (30.3} 16.0
% of scherne liabilities at end of year {0.5%) 0.7%) 0.4%
Total amount recognised in statement of total recognised gains and losses:
Amount (78.1) 2138 (893.4)
% of scheme liabilities at end of year {1.7%} 5.0% (23.0%)
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‘Notes to the financial statements ...

11 DIRECTORS
A Emoluments

Emoluments of directors of the Company are summarised below. Further detalls are given in the Remuneration report within the Annual
report and financial staternents of Marks and Spencer Group plc.

2005 2004
Highest peid director 2,119 693
Aggregate emoluments of other directors 3,812 3,079
Termination payments 3,651 754
Gains made on exercise of options 631 1

Five directors (fast year six) accrued retirement benefits under a defined benefit scheme. Two directors {last year two) realised a gain on the
exercise of share options.

B Transactions with directors
During the year, transactions entered into by Marks and Spencer Financial Services plc with directars and connected persons resulted
in the following outstanding balances on their combined credit and loyality cards as at 2 April 2005:

Total Total

No. of balances No, of balances
persons g _ persons £
- - 3] 31,209

Following the disposal during the year of Marks and Spencer Financial Services plc, the directors and connested persons had no balances
with any subsidiary of the Group at 2 April 2005.

Interest free loans were made under the employees’ loan scheme by the Company to Graham Cakley and Maurice Heligott prior to their
appointments as directors. As at 2 April 2005 the loans to Graham QOakley and Maurice Helfgott were £nil {last year £4,956) and Enil (last
year £40,630) respectively.

Except as noted above, there was no contract of significance to which the Company, or one of its subsidiaries, was a party and in which
a director of the Company was materially interested during the year.

12 A wE b _Group
Googwil

} _ _Em

Cost

A OIS e e 1283

AL APl 2005 e e e e o 183

Accumulated amortisation

Charge for the period - s

At 2 April 2005 S o

Net book value at 2 April 2005 1224

On 4 October 2004, the Company acquired Per Una Group Limited for a consideration of £125.9m (see note 27A). The goodwil arising
on the acquisition of Per Una Group Limited is being amortised on a straight-line basis over a period of 20 years.
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13 TANGIBLE FXED AGE

MARKS AND SPENCER PLC 17

A Tangible fixed assets Fixtures, Assets in the N
Land & fittings & course of
buildings equipment construction Total
— Em £m £m £m
Cost or valuation
At 4 April 2004 2,269.2 3,156.8 50.4 5476.4
Additions 26.6 177.8 15.2 219.6
Transfers 14.3 2909 (44.2) -
Revaluation surplus 4.0 - - 4.0
Disposals {129.7) (1562.5) - (282.2)
Disposal of subsidiaries - {50.0) - {50.0)
Differences on exchange 17 01 0.2 2.0
At 2 April 2005 2,186.1 3,162.1 216 5369.8
Accumulated depreciation
At 4 April 2004 117.3 1,861.5 - 1,978.8
Depreciation for the year 14.0 253.3 - 267.3
Disposals {4.1) (150.8) - (154.7)
Disposal of subsidiaries - (37.9) - (37.5)
Diferences on exchange - N - _02)
At 2 April 2005 S 1272 1,926.5 - 2,053.7
Net book value at 2 April 2005 2,052.9 1,235.6 216 3,316.1
f‘_«t 3 April 2004 ~2151.9 1,295.3 50,& 3.49?.BM
...... e [re— Company
Fixtures, Assets in the
Land & fittings & course of
buildings equipment construction Total
Em £m £Em £m
Cost or valuation
At 4 April 2004 1,608.0 2,891.6 433 4,542.9
Additions 222 147.1 129 182.2
Transfers 14.3 29.0 43.3) -
Oisposals i uos) (1238 o a7s1)
At2Aprit 2005 1,595.2 2843.9 29 45520
Accumulated depreciation
At 4 April 2004 96.8 1,693.9 - 1,790.7
Depreciation for the year 1.3 236.2 - 2475
Disposals _ {0.2) {127.7) - (127.9)
At 2 April 2005 107.9 1,802.4 - 1,910.3
Net book value at 2 April 2005 1,487.3 1,141.5 129 26417
At 3 April 2004 1,611.2 11977 43,3 2,752.2

CCB752 M&S pic Annual Report 2005 18/07/2005 proof 3




18 MARKS AID SPENCER PLC
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13 ARG Ay AL i L - o _ Group
Analysis of land and buildings " Long Short
Freehold feasehold feasehold Total
.Em L B BT
At valuation 607.6 379.1 12.2 808.9
At cast e i § Jws ke 76T 1aer.2
1,326.9 771.3 879 2,186.1
Accumulated depreciation (62.@ (12.9) - (51.8) (1 grz)
Net book value at 2 April 2005 1,264.4 758.4 36.1 2,058.9
At 3 April 2004 o 1.340.7 /ve8 o .eeA 21519
e e Compary
“Lon Short
Freehold leasehold ieasehoid Tota!
e o VSm Em Em o o Em
At valuation 285.6 358.9 12,2 656.7
Atcost e 8028 002 757 9385
888.2 619.1 87.9 1,595.2
Accumqlg}ed deprecia_t_ion (24.5) (20.2) ‘ (63.2) (107.9)
Net book value at 2 April 2005 863.7 598.9 247 1,487.3
At 3 April 2004 ‘ ‘892.? 596.2“. 22.3 1 _:2 )

B Investment properties
Freehold land and buldings include investment properties as follows:

Cost or valuation
At 4 April 2004
Additions
Revaluation surplus

At 2 April 2005

Group and
Company
£m

3r.8
0.8
4.0

42.6

The freehold properties were valued as at 2 April 2005 by qualified professional valuers working for OTZ 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 {RICS). The properties were valued on the basis of Market Value at an aggregate value of £42.6m. All valuations were

carried oLt in accordance with the RICS Appraisal and Valuation Standards.

DTZ Debenham Tie Leung have been carrying out valuations for the Group for a continuous period since 2002. They provide and have
provided valuations of the Group's occupational properties and, in addition, have provided ad hoc property advice in connection with
various aspects of the Group’s property portfolio. DTZ Debenham Tie Leung is a wholly-owned subsidiary of DTZ Holdings Plc {the ‘DTZ
Group’). In the DTZ Group's financia year t¢ 30 Aprii 2004, the proportion of total fees payable by Marks & Spencer to the total fee

income of the DTZ Group was less than 5%.
C Tangible fixed assets at cost

Gerald Eve, a firm of independent Chartered Surveyors, valued the Group's freehold and leasehold properties in the United Kingdom as at
31 March 1982. This valuation was on the basis of open market value for existing use. At 31 March 1988, the directors, after consultation
with Geraid Eve, revalued those of the Group's properties which had been valued as at 31 March 1952 (exciuding subsequent adkditions
and adjusted for disposals). The directors' valuation was incorporated into the financial statements at 31 March 1988,
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> 3l

]

13 TAMGITE o PR A
If the Group’s land and bufldings had not been valued as set out above, their net book value would have been:

B Group B ) Comp;ny

2005 2004 2005 2004

- I ] gm B0 £m fm
At valuation at 31 March 1975 2256 2271 164.5 164.5
Ateost 1,3306 14020  T40 = 7298
1,556.2 1,628.1 878.5 894.2
Aﬁcymulated deprecia‘tﬂigp___ _ (153.6) (146.3) {145.3) {134.4)
Closing net book value 1,402.6 1,482.8 733.2 759.8

1The Group also valued its land and buildings in 1955 and in 1964. In the cpinion of the directors, unreasonable expense would be incurred in obtaining the

original costs of the assets valued in these years and in 1875.

14 FAED ASSET RNVES Group
A Investments Joint Other,
venture!  investments? Total
_ — em am fm
Cost
Al 4 April 2004 8.5 21.7 30.2
Disposals - (1.3) (1.3)
Share of joint venture's profits 0z . T 02
At2April 2005 h o 87 204 29.1
Accumulated provision and amortisation
At 4 April 2004 - 16.2 18.2
Pravision for in_anirment - 0.2 b2
At 2 April 2005 N - 16.4 16.4
Net book value at 2 Aprit 2005 8.7 4.0 12.7
AL 3 April 2004 85 55 14.0

1The joint venture represents a 50% equity interest in Hedge End Park Limited, a property investment company incorporated in Great Britain, The partner
in the joint venture is J Sainshury ple. The Group's investment in the joint venture includes accurmulated reserves of £2,6m ast year £2.4m.

20ther investments include listed securities held by a subsidiary and shares held for employee share schemas, Tha difference between their net book value and
market value is negligible, The shares held for employse share schemas include 1,526,270 (last year 1,796,970) shares held in ermployes trusts for the
Rastricted Share Pian and Long-term Incentive Schems,

. . Compary
Sharesin’  Loans in o
Group Group Joint Other
undertakings undertakings venture investments Total
£m £m £m fm £m
Cost
AL 4 Aprit 2004 863.1 425 .1 5.8 7235
Additions 143.0 - - 0.1 14341
Disposals o e (832) (35.0) - ©8 (1188
At 2 April 2005 ‘ 728.9 7.5 6.1 53  747.8
At 4 April 2004 292.0 - - 1.8 203.8
Provision for impairment - o - - - ©1 01
At 2 April 2005 B o 2920 - N - ... L
Net book vatue at 2 April 2005 436.9 7.5 6.1 36 4541
At 3 April 2004 o 3771 42.5 6.} ‘ 40 429.'("

1Acquisitions and disposals in the perfod primarily reflact the acquisition of Per Una Group Limited! {see note 12 and 27A) and the disposal of Marks and
Spencer Retail Finance Services Holdings Limitad {see note 278).
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14 B Atk iy
B Principal subsidiary

Annual Return.,

undertakings
The Company's principal subsidiary undertakings are set out below. A schedule of interests in all undertakings is filed with the

Froportion of voting rights

Principal ggg?};gr:tfion 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 Cempany The Netherlands - 100%
Marks & Spencer Finance Inc Holding Company United States 100% -
Marks and Spencer {Ireland) Limited Retailing Republic of ireland - 100%
Kings Super Markets Inc Retailing United States - 100%
Marks and Spencer (Asia Pacific) Limited Retailing Hong Kong - 100%
MBS Card Services Limited Credit Card Handling Great Britain 100% -
M.S. Insurance L.P. Financial Services Guernsey - 100%
M.S. Il insurance L.P. Financial Services Guernsey - 100%
Marks and Spencer Investments Limited Finance Great Britain - 100%
St Michael Finance plc Finance Great Britain 100% -
Marks and Spencer Finance plc Finance Great Britain 100% -
Amethyst Leasing (Properties) Limited Finance Great Britain - 100%
Amethyst Finance plc Finance Great Britain - -
Marks and Spencer Chester Limited Property investment Great Britain - 100%
Marks and Spencer SCM Limited Procurement Great Britain 100% -
Per Lna Group Limited Procurement Great Britain 100% -
The Zip Project Limited Procurement Great Britain 100% -

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

1amethyst Finance ple is a wholly-owned subsidiary of a non-group company but has been consolidated in thess accounts as a quasi-subsidiary in
accordance with FRS 5. The quasi-subsidiary has net assets of £0.1m (ast year £nif), the material balances being securitised loan notes of £322.9m

{last year £325.6m) offset by a receivable from a group company.

15 DEETOR Group
2005 2004 2005
B - £m £m ~ £m
A Amounts receivable within one year
Trade debtors 278 305 153 30.1
Customer acdvances - 740.8 - -
Amounts owed by Group undertakings 2,100.1 2,170.6 2,381.6 3,181.9
Other debtors? 44.7 43.3 391 223
Deferred tax asset {ses note 22) - 3.5 - -
Prepayments and accrued income? _ . 194 528 1946 1398
2,3120 31415 2,580.6 3,374.1
B Amounts receivable after more than one year?
Customer advances - 1,711.6 - -
Other debtors! 6.1 8.8 4.2 6.7
Prepayments and accrued income? 04 589 - -
6.2 1,779.3 42 6.7

10ther debtors includs interest-free loans ta a director and officer of the Company of £nil Jast year £45,586).

2Premyments and accrued income include £65.6m {last year £76.0m) in respect of the UK pension scheme. In adcdition, prepayments includs £nil {last year

£61.3m} rolating to the long-term assurance business.

3amounts receivable after more than one year include £2.0m (ast year £61.1m} of non-financial assats which have been excluded from the analysis in note 18,
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16 G

PNy TR AT ) Group
2005 2004
_ - £m £m

Listed investments:
Government securities - 86.9
Listed in the United Kingdom 510 191.8
Listed overseas 14 42.6
Unlisted investments N 4.6 4.6
67.0 3259

Listed investments include £nil (last year £175.6m) in relation o the long-term assurance business.

17 OAL

TSNS AR TN HAMD

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

v

A o
ATl

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 sat out below. There are no financial assets other than short-term debtors excluded from this analysis,

A Interest rate and currency analysis

Group
005 2004
Non-interest - “Norvinterest

Fixed rate Floating rate bearing Total Fixed rate  Floating rate bearing Total
Cumenoy ... . ... _ fm £m Em £m fm . Im Em.
Sterling 38.8 118.5 74.5 231.8 624.2 1,633.9 110.5 2,368.6
US dollar - 12.9 7.2 20.1 - 15.0 3.7 18.7
Euro - 5.2 123 17.5 - 19.6 6.3 259
Other - 9.3 5.4 147 - 18.5 8.6 271
38.8 1459 99.4 2841 624.2 1,687.0 129.1 2,440.3

The floating rate sterling, US dollar and euro assets are at interest rates linked to LIBID. The non-interest bearing financial assets are
predeminantiy cash in tills and uncleared deposits.

B Analysis of fixed interest rate assets e Growp
2005 2004 2005 2004
Waeighted Weighted Weighted average Weighted average
average average pariod for which period for which
interest rate interest rate rate is fixed rate is fixed

Cumenoy B . N Yoars Years
Sterling 48 586 0.3 25
C Analysis of financial assets Group
20065 2004

e e e ﬁn gm. -
Current asset investments 67.0 325.9
Cash at bank and in hand 2126 394.7
Customer advances falling due in more than one year - 1.711.6
Fixed asset investments 0.3 1.5
Other amounts receivable after more than one year 4.2 6.6
Financial assets as defined by FRS 13 284.1 2,440.3
Other amounts recelvable in less than one year o ) 2,100.1 2,911.4
Financial assets including short-term customer advances 2,384.2 5,351.7
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‘Notes to the financial statements ..

Group Company
2005 2004 2005 2004
. . £m .. Em &m Em
Bark loans, overdrafts and commercial paper? 212.9 126.0 68.3 70.4
Syndicated bank facility 200.0 - 200.0 -
Medium term notes (see note 21B) 58.3 216.5 50.0 -
Securitised j0an notes (see note 216} 3.2 2.7 - -
Trade creditors 195.3 210.2 159.4 166.0
Amounts owed to Group undertakings - - 861.0 211.7
Taxation 14.9 7.7 (20.8) 313
Social security and other taxes 40.4 431 29.3 35.7
Other creditors? 178.7 297.7 148.4 165.4
Custemer deposits - 439.3 - -
Accruals and deferred incorne 260.5 308.6 2247 227.7
Proposed fina! dividend (see note 8} 205.2 262.0 205.2 262.0

1,369.4 1,085.8 1,925.5 1,170.2

Bank loans, overdrafts and commercial paper includes a £5.0m (ast year £5.0m} loan from the Hedge End Park Limited joint venture.
201her creditors include £2.3m {last year £32.6m) which is treated as a financial liability in note 21,

20 CrE Ay T RALLING T 5 MO T vEAR Group Company
T 2008 C 2004 2005 2004

£m £m £m £m

Medium term notes (sea note 218) 1,588.6 1,980.0 1,476.8 1,525.8
Securitised loan notes (see note 21B) 3104 313.3 041 0.1
Other creditorg?-2 20.7 226.3 18.2 4.4

11,9197 25196 1,4954 15303

10ther creditors include £17.8m (last year £182.1m) of non-financial liabilitiss which have been excluded from the analysis in note 21B.
20ther creditors include Enil flast year £179,5m) In relation to the long-term assurancs business.

21 NSRS OF BRARNTAL LIARILT
A Interest rate and currency analysis
After taking into account the varicus 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 financial iabilities other than shert-term creditors excluded from this

analysis.

. e Group
L i — i
Fixed rata Floating rate Total  Fixedrate Floating rate Total

Currency ~ __Em £m L Em £m . _‘,f‘f‘,,,____g‘_'[‘_ _
Sterling 1,086.7 1,2834 237041 17316 9717  2,703.3
US dollar - 8.3 8.3 - 83 8.3
Euro - 0.2 0.2 - 3.6 3.6
Other - - - - 0.1 0.1

10867 1,2919 23786 17316 9837 27153

The floating rate sterling, US dollar and euro borrowings are linked to interest rates related to LIBOR, These rales are for pericds ranging
from one month 1o six months. The fixed rate Sterling borrowings are at a weighted average rate of 6.1% ({last year 5.5%) and the
weighted average time for which the rate is fixed is 11.4 years (last year 8.6 years).
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21 ANALYSES OF HINANCEAL LIARI

B Maturity of financial liabilities

=

Bank loans, overdrafts and commercial
Syndicated bank facility
Medium term notes
Securitised loan notes
Other creditors

paper

MARKS AND SPENCER PLC 23

iiiiiii __ Group
2005 2004
£m £m

212.9 126.0

200.0 -
58.3 216.5
3.2 2.7
23 32.6

4767 2778

Repayable between one and tv\;o years:

Madium term notes 820.7 300.8
Securitised ican notes 3.5 3.2
............. Other creditors e B . 22 223
R — S — 826.4 - 335.3
Repayable between two and five years:
Medium term notes - 903.4
Sacuritised loan notes 12,5 1.4
Cther creciters ) 0.7 219
....... J— - 1 3'2 936 ‘ 7
Repayable in five years or more:
Medium term notes’ 767.9 766.8

Securitised loan r_}_qt_esz

294.4 2887

10623 10655

2,378.6 2,715.3

Relates t¢ two fixed rata bonds at rates of 6.375% repayable on 7 November 2011 and 5.625% rapayable on 24 March 2014,

2Relates 1o thres separais bonds securitised against 45 of the Group's properties. Two are repayable in instaiments. The gross amourits before firarce costs
are £54.6m and £131.0m respactively. Tha first 7s a floating rate bond which has been swapped into a fixed rate of 6,34%, amoertised on a quartery basis
from 12 March 2002, with final payment dus on 12 September 2015. The sacond is a floating rate bond which has been swapped into a fixed rate of
8.344%, amortised on & quarterly basis from 12 September 2016, with final payment due on 12 December 2026. The gross amount of the remaining bond
is £140.0m befcra finance costs, It relates to a fixed rate bond af a rate of 6.282% and is repayabls in full on 12 December 2028,

C Bormrowing facilities

At 2 April 2005, the Group had a five-year syndicated bank facility of £1.2bn, of which £200m had been drawn, and an undrawn
committed facility of £60m (ast year £405m} iinked to its commercial paper programme, which is subject to annual review. The Group also
has a number of undrawn uncommitied facilities avallable to it. At 2 April 2005, these amounted fo £190m {lest year £415m), all of which

are due to be reviewed within a year.
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22 PRL \" i E‘; - 'l_ ______ Group
Overseas Deferred
restructuring? restructuring? tax? Total
e e — B _Em L Em
AL 4 Aprl 2004 322 171 - 493
Transfer from deferred tax asset (see note 154) - - 3.8) {3.5)
Provided in the period 30.4 - 54.4 84.8
Net closure profit in Continental Europe - 1.2 - 1.2
Utilised during the period (26.0) - - (26.0)
Movement in net post-retirement liability - - (21.2) {21.2}
Dispasal of subsidiarias - ~- 58 5.8
Released (1.4) {9.7) - {11.1)
Exchange differences - 14 - - 1.1
At 2 April 2005 35.2 9.7 355 80.4
L . ‘Company )
UK Deferred
restructuring? tax® Total
, e I . e Emo
At 4 April 2004 30.7 13 32.0
Provided in the pericd 26.0 54.8 80.8
Utilised during the period (26.0) 21.49 (47.4)
Movement in net post-retirement liability - - -
Released — e 0.4 - (1.4)
At 2 April 2005 29.3 347 64.0
1The 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 incuned during the next financial year.
2The provision for Overseas rastructuring costs primarily relates to further closura costs in respect of the Group’s discontinued operations
in Centinental Europs.
*The deferrad tax balance comprises the following:
) Group . Comparty
2005 2004 2005 2004
- - e —— e n SRR v - - - . £m Em m Em .
Accdlerated capital allowances 76.4 72.3 75.5 766
Pension prepayment (40.2) 67.2) {40.2) 67.2)
Othe_f_g._rlon-tarm timing_ differances (0.7 {8.6) {0.6} 8.1)
Deferred tax liability/(assst) 45.5 (3.5) 34.7 1.3

Deferred tax is not provided in respect of liabilities which might arise on the distribution of unappropriated profits of international subsidiaries.

The Group is claiming UK tax relief for losses incurred by some of its current and former European subsidiaries. The case was heard by the Furopean Court of
Justice {ECJ) on 1 February 2005 and the judgement of the ECJ should be received later this year. No asset has been recognisad in respact of this claim.
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23 FINARNCIAL INGTRUMENTS AND FiSK MANAG
A Fair values of financial instruments
Set out below is a comparison of fair and book values of all the Group’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 exchangs
rates.

S o Group

2005 2004

N Book value  Fairvaluse Bookvalue  Fair valus
Assets/(|iabilities) £m £m fm £m

Customer advances faling due in more than one year - 1,711 .6“ & 1,?1:’2.3

Current asset investments? 67.0 67.0 3259 325.9
Fixed asset investments 03 03 15 15
Cash at bank and in hand? 2126 2126 304.7 394.7
Other financial assets due after mare than one year 4.2 4.2 6.6 6.6
Borrowings due within one year? (476.7) (476.4} (377.8) (372.0)
Financia! iiabilities due after more than one year? (1,901.9) (1,935.8) (2,337.5 (2,3828)
Cross currency swaps? - 56.3 - 245
Interest rate swaps? - 37 - 11.9
Forward foreign currency contracts? - (0.9) - 3.8

Current asset investments and cash at bank are predominantly short-term deposits placed with banks, financial institutions and on mensy markets, and
Investments in shor-term securities. Therefore, these fair values Closely approwimate book values.

Intsrest rats, cross currency sweps and forward foreign currency contracts have been marked to market to produce s fair valus figure.

B Hedges of future transactions
Unrecognised gains and losses on instruments used for hedging and those recognised in the period ended 2 April 2005 are as follows:

...... 2005 . 200
Gains Losses  Met tatal Gains Losses  Nettotal
Urrecognised gains/{losses) on hedges at
beginning of the period 74.3 {34.1) 40.2 114.8 (57.6) 57.2
(Gains)losses arising in previous years recognised
nteperod o 42n 28 134 @61 125 (138
Gains/{osses) in previous years not rgcognised
in the period 61.6 (8.3) 53.3 88.7 45.1) 43.6
qups/(los;gs_)___ariging in tl_'!_eﬂperiod ‘ 12.8 (6.”5} 6.3 w{1 4.4) ) 11.0 B4
Unrecognised gains/{losses) on hedges
at end of the period ) 74.4 N (14:5_!! 5_9‘.§74_ 74.3 o (34.1)_ _4_027
Of which:
Gains/{losses) expecied 1o be recognised
within one year 29 (3.6) (0.7) 10.4 (12.1} (1.7)
Gains/{losses) expected to be recognised
after one year 7.5 11.2) 60.3 (3.9 22.01 419

C Currency risk
The effect of currency exposures arising from the translation cf overseas investments is mitigated by Group borrowings in local currencies

as appropriate. Gains and losses arising on net investments in overseas subsidiaries are recognised in the consolidated statement of total
recognised gaing and losses.

After taking into account the effect of any hedging transactions that manage transactional currency exposures, no Group cornpany had
any material monetary assets or liabilities in currencies other than their functional currencies at the balance sheet date.

D Treasury policy and financial risk management
The Board approves treasury policies and senior management directly controt day-to-day operations. The Board delegates certain
responsibilities to the treasury committee, comprising one executive director, one non-executive director, the director of Corporate Finance,

the Group Treasurer and the director, Financial Services. The treasury committee is empowered to take decisions, as necessary, within that
delegated authority,

The Group'’s financial instruments, other than derivatives, comprisa borrowings, cash and liquid resources and various items, such as trade
debtors and trade creditors, that arise directly from its operations. The main purpose of these financial instruments is to raise finance for
the Group’s operations.
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23 FINA b AND RISK RANASG ot En
The Group's Treasury also enters into derivatives transactions, principally interest rate and currency swaps and forward currency contracts.
The purpose of such transactions is to manage the interest rate and currency risks arising fraom the Group's operations and financing.

BT
FRRPR I

U contiromn

It has been, and remains, the Group’s policy that no trading in financial instruments shall be undertaken, except where financial constraints
necessitate the need to liguidate any outstanding investments. The main financial rigks faced by the Group relate to interest rates, foreign
exchange rates, liquidity and counterparty risks, The poficies and strategies for managing these risks are summarised as foflows:

{a) Interest rate risk
Interest rate risk in respact of debt on the retail balance sheet is reviewed on a regular basis. At the balance sheet date, interest
obligations in respect of the property securitisation and the two Public Bond issues in Sterling were at fixed rates.

(b) Foreign currency risk

Currency exposure arising from exports from the UK to overseas subsidiaries is managed by using forward currency contracts, out to
15 months forward, to hedge between 80% and 100% of sales. Imports are primarily contracted in Sterling but, where relevant, imports
arising in & currency other than Sterling are fully hedged using forward contracts. The Group is increasing the proportion of imports
contracted in local currencies and a policy is in place for the hedging of these exposures, principally using forward currency contracts.

The Group does not use derivatives to hedge balance sheet and profit and loss account iranslation exposures. Where appropriate,
borowings are arranged in local currencies to provide a hatural hedge against overseas assets.

{c) Liquidity risk

The objective is to ensure a mix of funding methods offering flexibility and cost effectiveness to match the needs of the Group. Operating
subsidiaries are financed by a combination of retained profits, bank borrowings, commercial paper, medium-term note issuance and
securitised loan notes, Commercial paper issuance and short-term borrowings are backed by committed bank facilities totalling £1,260m.

{d) Counterparty risk

The objective is to reduce the risk of loss arising from default by counterparties. The risk is managed by using a number of banks and
aflocating each a credit limit according to credit rating criteria. These limits are reviewed reguiarly by senicr management. Dealing
mandates and derivative agreements are agreed with the banks prior to deals being arranged.

The details of derivatives and other financial instruments required by FRS 13 - *Derivatives and Other Financial Instruments: Disclosures’,
are shown in notes 18, 21, 23A and 23B to the financial statements.

24 Al _ED 2005 2004
B TR — Em _ Em
Authorised:
3,200,000,000 ordinary shares of 25p each (last year 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 2,850,019,827) 7125 7125
25 SHARMGHCLD UNDS o N  Group
R Share  Capital Brofit’2 '
Ordinary  premium  redemption Revaluation and loss
shares account reserve reserve account Total
- o 7 7 Erq im o ?m £m £m £m
At 4 April 2004 71258 386.1 80 356.4 3,0638 45288
Revauation of investment properties - - - 4.0 - 4.0
Revaluation surplus realised on disposals - - - (28.6) 286 -
Revaluation element of depreciation charge - - - {1.0) 1.0 -
Actuarial loss on post-retirement lability - - - - (55.1) (85.1)
Exchange differences on foreign currency translation - - - - 0.2 0.2
Loss for ghe period B - - - - - [1,9809) (19809
At 2 April 2005 7125 386.1 8.0 3308 1,107.6 25450

Wncluded in the profit and loss account rasarve is a pension reserve of £474.2m fast year £469.5m) which equates to the net post-ratirernent liability under
FRS 17 {see note 10}.

2Cumulative goodwill 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 been relnstated in the balance sheet and remains written off to reserves.
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25 SHARESOLDERS FUNDS contirued _ Company
Share Capital T T Roitt
Ordinary  premium  redemption Revaluation and loss
shares account reserve resenve account Total
..................... e M Em EM &M Em_ Em_

At 4 Aprit 2004 7125 386.1 8.0 285.0 23952 3,786.8
Revaluation surplus realised on disposals - - - 45.7) 457 -
Revaluation element of depreciation charge - - - (1.0) 1.0 -
Actuarial loss on post-retirement liability - - - - (52.5) {52.5)
Lossfortheperod T T~ 15969) (15%9)
At 2 April 2005 7125 386.1 8.0 238.3 792.5 2,137.4

Tincluded in the profit and loss account resenve i a pension reserve of £467 9m (ast yeer T465.7m) which aguates 10 the net post-retirement lialiity under
FRAS 17 (sea note 9).

26 RECOMNCHIATION OF MOVERENTS N GROUP SHAREROLDE - Group
2005 2004
______________________________________ . . _ o Em

Proflt attributable to shareholders 585.7 552.3
Oividends s , _ S {25166)  (2620)
{1,930.9) 290.3

Other recognised gains/{iosses) relating to the year 4.2 (28.8)
Agtuarial (lossesl/gains net of taxation (55.1) 1504
New share capital subscribed ‘ ) ) - o _§67
Net (decrease)/increase in shareholders’ funds (1,981.8} a7.7
Openlng shareholders funds ‘ ] e 4m,§gagj109717
Closing shareholders funds 2,545.0 4,526.8

27 ACCGUSTION AND DISPOSALS
A Acquisition of per una
As described in note 12, on 4 October 2004 the Group acquired the per una group of companiaes for a total consideration of £125.9m.

Net assets acquired’
__Go_odwnl

Conslderatlon

Consideration satisfie]ii by:
Cash 1259

Net assets acquired include £1.4m of assets offset by £1.0m of liabilities. Thera wera no fair value adjustments. The Group has adopted acquisition
accounting for the acquisition of the per una group of companies.

Per Una Group Limited was a newly formed entity into which the net assets and liabifities acquired were transferred immediately prior to the acquisition date.
As separate accounts were not maintained for this entity in the period prior to the acquisition date, separate figures for profit after tax are not available, Based
on the available information, the profit befors tax attibyutable (o the acouired business in the year 1o 31 March 2004 and in 1he six months prior 1o acquisition
was approximately £17m and £15m respectively. These pre-acquisition figures for the acquired business have boen adjusted 1o reflect the post acquisition
structurs for the per una group. In the six months prior to acquisition, the value of goods purchased from the acquired business was £85.2m.
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27 ACOUSTION AND SP0S i
B Disposal of Marks and Spencer Retail Fmancnal Services Holdings Limited

- Notes to the financial statements

As described in note 4G, on 9 November 2004 the Group disposed of its interest in Marks and Spencer Retail Financial Services Holdings

Limited to HSBC Holdings plc.
e Jm
Tangible fixed assets 12.5
Debtors 2,517.3
Prepayments 71.6
Cash and current asset investments 225.4
Bank loans and overdrafts (6.6}
Creditors: amounts faling due within one year {1,996.1)
Creditors: amounts falling due after more than one year . i - - ~ {501.4)
Net assets disposed’ 324.7
Profit on disposal {see note 4Gy - .?.0879,
Disposal proceeds (net of costs)’ 533.6
1Profit on disposal is analysed as foliows;
L gm Em
Agreed sale proceeds (net of costs) 768.6
Less: pre-sale dividend _ (235.0)
Net proceeds 533.6
Net assets (before pre-sale dividend) 559.7
Less:pre-saledwvidend - . @50)
Net assets disposed - 324_7_
Profit on disposal 2089
28 W PN ARND SO Group Company
2005 2004 2005 2004
. £m £m L Em o Em
A Commitments in respect of prqperties in the course of development 34.5 74.9 42 58.8

B  Guarantees by the Company in respect of debt instrurnents issued by subsidiaries

2898 7614

C Marks and Spencer {Ireland) Limited and its subsidiary Aprell Limited have availed themselves of the exemption provided for in $17
of the Companies {Amendment) Act 1986 (Ireland) in respect of the documents required to be annexed to their annual returns.

D Other material contracts:

In the event of a material change in the trading arrangements with certain warehouse operators, the Group has a commitment to
purchase fixed assets, at values ranging from historical net book value to market value, which are currently owned and operated by

them on the Group's behalf.

E Commitments under operating leases:

At 2 April 2005, the Group had annual commitments undar operating leases as follows:

_ Group
o 2008 2004
“Land & Land &
bhuildings Other buildings Cther
_ £m £m £m Em
Expiring within one year 1.7 0.5 1.2 0.4
Expiring in the second to fifth years inclusive 8.6 3.0 14.6 3.1
Expiring in more than five years 1143 - g7 -
124.6 35 1155 35
- Company
e 2005 L2008
tand & Land &
buildings Other buildings Cther
___ £m i‘m Em  Em
Expiring within one year 0.2 0.3 0.1 0.3
Expiring in the second to fifth years inclusive 0.9 2.9 0.2 2.7
Expiring in mofg_than five years 107.6 - 9.2 -
108.7 3.2 91.5 30
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29 FORDIGN EXGHANGE RATES
The principal foreign exchange rates used in the financial statements are as follows {ocal currency equivalent of £1):
Weighted average Weighted average
sales rate profit rate Balance sheet rate
e L2005 2004 U005 2004 T 2008 | 2004
Euro 1.46 1.44 1.46 1.43 1.46 1.50
US dollar 1.85 1.6¢ 1.86 1.71 1.89 1.85
Hong Keng dellar 1441 13.23 14.47 13.44 14.73 14.39

30 ATED ! SSACTIONS
There were no material transactions with related parties as defined by FRS 8 — 'Related Party Transactions’, with the exception
of transactions with M&S Money (see note 4), the Hedge End joint venture (see notes 14A and 19) and per una (see note 274).

39 ULTIMATE RARENT CORMPANY
The ultimate parent company and controlling party is Marks and Spencer Group plc, a company incorporated in Great Britain.
Copies of the group financial statements can be obtained from Waterside House, 35 North Wharf Road, London W2 1NW.
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